oy ERXRLT
YIPSCHEMICAL

ERIVIEBERLT
Yip's Chemical Holdings Limited

RESHSEMRL2ERAF

Incorporated in the Cayman Islands with limited liability

B3 155 Stock Code: 408

Enhancing Business
Quality Relentlessly

SEEBERES

Annual Report 3R

2012



SEEE
Group Aspirations

B EX SLHEETNRIEARNZEDR -
We Focus, therefore We Excel. We are Committed to achieving
Outstanding Returns for Employees and Shareholders.

BME<:
We pledge to:
(1) BERERE

relentlessly pursue advantages of economy of scale;

(2) BILmEME

continuously strengthen brand reputation;

(3) MEEmEmM ;
develop cutting-edge products through R & D;

(4) BItEREE

always ensure the highest product quality;

(5) BILETEZ;

unleash employees’ talent and potential;

(6) BERHLEEME -

adopt the high standards in corporate social responsibility.
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Highlights

=S RA TR REG AT
Turnover Net profit attributable to
Owners of the Company

17. 1T37.

8,894,409,000 &t HKD 276,302,000 &7t HKD

BE-F-—F+-A=t+—BALEE
For the year ended 31 December 2012

02 ER{ISEEHR2AT Yip’'s Chemical Holdings Limited

BRER
Earnings per share

136,

49.4 #B{ll HK CENTS



EERE"
Dividend for the year

1a.

25.0/#1L HK CENTS

HRBRE"
Final dividend

125,

15.0# 1L HK CENTS

\\\\\\\ \

+ A B IBR I LR SULER °
Scrip dividend available to elect wholly or partly shares.
* R0 E2FEREBIFRERIREA.08(L -
2011 dividend included a special dividend of HK 4.0 cents.
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Chairman’s Statement — Review & Prospects
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ER{EIE@EERAT Yip’s Chemical Holdings Limited

& Chairman

Mr. Ip Chi Shing

It is my pleasure to present all our shareholders with an overview of our
business in 2012. The Group’s overall results are gratifying: turnover
grew 7% in the year to HK$8,894,409,000, setting a historical high
once again. In terms of sales volume, growth was as high as 14%.
Profit attributable to shareholders rose sharply to HK$276,302,000,
representing a growth of 37% from the year before. In accordance with
the Group’s dividend policy of striking to reward shareholders and offer
them stable returns, the Board of Directors has resolved to recommend
a final dividend of HK15.0 cents per share (final dividend for the
previous year was HK12.0 cents). Together with the interim dividend of
HK10.0 cents per share, the total dividend for the year came to HK25.0
cents per share or an increase of 4% from the year before. Since we
firmly abide the principle of prudent financial management, we always
endeavour to maintain a healthy financial status while ensuring a
sustained high growth rate for the Group’s business. To this end, the
Board of Directors proposes that, for the final dividend, shareholders
can elect to take scrip dividend in lieu of all or part of cash.
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Chairman’s Statement — Review & Prospects

Review

In reviewing our business situation in the past year, one cannot but
feel that we have emerged from a gauntlet unscathed. Business
environment in the reporting period was indeed extremely bleak, the
Euro crisis lingered stubbornly, recovery of major economies such as
the United States and Japan was still a distant prospect, while growth
in the BRIC countries stayed sluggish. The situation was compounded
by the fact that China, as the locomotive for global economic growth,
was still dragged down by the global downturn, so much so that both
exports and inward investments dropped sharply. On the other hand,
as the domestic market was hampered by a slump in real estates
and the Government’s various counter-inflation measures, consumer
confidence remained listless. Furthermore, last November, prior to the
convening of the 18th National Congress of the Communist Party of
China (“CPC”), measures for stimulating economic vitality have not been
unveiled as expected. As a result of all these unfavourable factors, for a
great majority of livelihood related products, supply exceeded demand.
The core products produced by us were no exception. During the
period, in addition to facing increasingly fierce competition from industry
peers, the upsurge of various operating costs, particularly labour costs,
has exacerbated pressures on our operations. What was fortunate was
that prices of raw materials generally dropped slightly during the year,
thus alleviating some of the pressures. What was most important,
however, was that we have reacted quickly to the new situations and
new challenges by decisively revising our medium-term development
strategy from one of seeking surges in sales to one of optimising earning
quality and raising profitability continuously. Under such circumstances,
we overcame some short-term adjustment pains, restructured our core
businesses and carried out streamlining, rationalising and efficiency-
driven reshuffling of plant allocations, management structures and
human resources in related areas. All these measures were basically
completed in 2012 and will be implemented in depth in the coming
year. The benefits of the adjustments will be realised gradually and are
expected to make significant and far-reaching impacts on the achieving
of the Group’s medium-term targets.

—E—_HEFH® 2012 Annual Report
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Chairman’s Statement - Review & Prospects
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Prospects

The Group considers the period after the global financial turmoil in 2009
as a golden opportunity to expand its business and has set a medium-
term target of doubling sales to HK$10 billion by 2015. In the last few
years, though we had to face innumerable difficulties and challenges,
we were able to capitalise on the opportunities offered by China’s
sustained rapid development and sustained increase in our overall
competitiveness. Thus there is a good chance that we can achieve
our medium-term sales target this year, which is two years ahead of
our plan. After the 18th CPC National Congress was convened last
year, the Government has, in response to sluggish external demand
and slower growth, accelerated the country’s urbanisation programme
so that, by 2020, the proportion of urbanised population will increase
from the current 50% to 80%. This is meant to effectively expand
domestic demand and serves as a structural adjustment for the future
sustainable and stable growth of China’s economy. | am convinced
that the overall business of the Group will definitely be benefited
continuously as a consequence. Therefore, with such a foundation and
platform, the Group has already made all the necessary preparations
and is determined and confident that, come 2020, sales will double
again to HK$20 billion. At the same time, | am also convinced that,
after restructuring, the competitiveness of our core businesses will
be enhanced continuously and the efficiency of our operations will
doubtlessly see sustained improvement.

10 ERAISEARALT Yip’s Chemical Holdings Limited
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Chairman’s Statement — Review & Prospects

Prospects (continuea)

All along, while creating value for its shareholders and pursuing
sustainable development, the Group has always in mind to fulfil its
corporate social responsibility (“CSR”). To this end, the Group actively
encourages its staff and stakeholders in participating in an array of
activities such as energy conservation, environmental protection and
caring for the underprivileged. The Group’s flagship CSR programme,
the donation of mobile eye surgery centres, is stepping up inputs from
year to year as scheduled. The fifth of such surgery centres will be in
place in Yunnan Province in 2013 so that, by 2020, the Group will have
donated at least 12 mobile eye surgery centres.

I would like to take this opportunity to thank the Board of Directors for
their contribution particularly towards the sustained improvement in
the Group’s governance and risk management. To the Group Executive
Committee, | am grateful for the solidarity they have demonstrated
in rising to difficulties. To our partners from various industries, our
bankers and stakeholders | am indebted for their support and trust.
To all the staff of the Group | am thankful for their best efforts and
their hard work.

—E-—HEEFH 2012 Annual Report
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Report of the Chairman of the Group

Executive Committee
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SEEHITEEEER

Chairman of the

\\ KFHEE

g \ Mr. Yip Tsz Hin

Group Executive Committee

M8 EWN012FE » XEBWHTEE In 2012, the Group Executive Committee performed outstandingly
SERENSEL  LEFERAETSE well in discerning market changes, seizing opportunities arising from
RAMMREERELES HEAIE T 2 the growth of China’s domestic market and speeding up the Group’s
R HEABFTZEERE various reform programmes. Specifically, its outstanding performance

was reflected in the following areas :

12
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

While driving for sales growth, the Group was also keen on
improving operating efficiency through such measures as
optimising product formulae, centralising procurement and
carrying out vertical integration. Thus profitability enhancement
was taken as a guiding policy.

Implementation of the “Yip’s mega plant” concept by merging
small plants that showed lower-than-expected financial
performance. In the year, mergings of certain plants under the
coatings division and lubricants division were completed.

Prudent utilisation of working capital and proper management of
cash flow.
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Report of the Chairman of the Group Executive Committee

Reports on the Group’s three main lines of business are given as
follows :

Solvents

For the reporting period, the solvents business achieved fabulous
results: though sales grew only 4% to HK$5,315,984,000, operating
profit grew sharply by 42% to HK$311,565,000.

Even though overall market demand was less than desirable and the
division’s flagship products, butyl acetate and ethyl acetate, were
under oversupply pressure, the management was able to take positive
actions by raising capacity through technological transformation of
production lines, expansion of export markets and increasing market
share in peripheral provinces. As a result, considerable growth in
overall sales was recorded. Nevertheless, in the year, as selling prices
were under downward pressure due to drops in raw material prices
and acute market competition, average unit selling prices fell and
resulted in a decline in sales growth figure. In view of this, management
concentrated on improving production processes, kept raw material
and energy costs under effective controls and actively expanded
the acetate solvents product range. Consequently, profitability of the
solvents business improved significantly.

Currently the total acetate solvent capacity of the Group is in excess
of 700,000 metric tons and the average utilisation rate of this capacity
is hitting 90%, putting the Group solidly into the No. 1 position both
in capacity and sales volume among industry peers in China. The
Group will raise its capacity gradually to further enhance its economy
of scale and is planning to apply to build this year a 200,000 metric ton
acetate solvent production facility in Taixing, Jiangsu Province. The aim
is to actively acquire market shares in the Eastern China market and
to prepare capacity drives into neighbouring areas of Eastern China
including the Northern China market.

With a design capacity of 80,000 metric tons, the production line of
butyl acrylate, a new product of the solvents division, is located in
Jiangmen, Guangdong and expected to be fully operational by early
April this year. Butyl acrylate is mostly used in making emulsions of
water-based paints and adhesives. Thus the majority of its potential
buyers are current customers of our acetate solvents, which would
be favourable for cross-selling. For this we are fully expectant for
the debut of this product and see it as a new starting point for our
solvents business.

—E—_HEFH® 2012 Annual Report
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Report of the Chairman of the Group Executive Committee
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Coatings

The Group’s coatings business is involved mainly in the production and
sales of (1) plastic printing inks used for food packaging and offset
printing inks used for paper printing, (2) household and architectural
coatings — “Bauhinia” paints, as well as (3) industrial coatings used
primarily in electronic products and furniture. For the reporting period,
our coatings business witnessed a breakthrough development as
turnover grew 14% vyear-on-year to HK$3,209,418,000. With the
Group implementing in earnest such measures as maximization of
economy of scale, optimisation of product formulae and centralisation
of procurement, as well as the prices of major raw materials were under
control, operating profit rose drastically by 71% from a year before and
hit HK$144,679,000.

The inks business of the coatings division is now undergoing a
boom and had an exceptional performance during the year since its
development is in tandem with China’s huge demand for livelihood
products, and this boom is attributable especially to the tremendous
growth in demand for packaged food. Consequently, overall sales
amount last year was up 20% from 2011. The business for offset
printing inks also developed steadily, registering sales of almost 7,000
metric tons, representing an increase of 14% over the previous year.
The Group is now planning to make further investments to forge into
the production of resins, the upstream raw materials for inks, so that
vertical integration with the production of finished ink products can be
made. This will provide the Group with more competitive raw materials
and will further raise product quality.

In household and architectural coatings, Bauhinia paints last year
boasted sales volume growth of 17% and has now more than 4,200
points-of-sale across the country, thanks to the continuous optimisation
of sales channels and the delayering of distribution network carried out
in previous years. This business requires more upfront investment for
the building of sales network and the creation of brand publicity. The
return of such investment will be in the form of sustained growth in
business results for the Group. For our industrial coatings business,
we will carry out sustained internal consolidation. In future, with China’s
domestic market in mind, we will focus on plastic coatings such as
those for use in electronic products.
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Report of the Chairman of the Group Executive Committee

Phase one of the new coatings plant, with an investment of over HK$300
million and a design capacity of 280,000 metric tons, in Jinshan Fine
Chemical Industrial Park in Shanghai has been in operation since last
year end. The new plant provides a strong foundation for the further
development of the Group’s coatings business. Meanwhile, after
developing for more than a year, the operation of the Group’s R&D
centre in Zhangjiang Hi-tech Park in Shanghai is getting increasingly
seasoned. So far, it has made good progress in providing product
development supports to Yip’s Chemical subsidiaries and in launching
various industrial-academia research projects in conjunction with
various mainland universities and institutes.

On the whole, the Group will step up the development of its
coatings business by continuing to sail with the wind of prosperity
of China’s domestic market and the urbanisation of the country’s
rural population.

Lubricants

The Group’s lubricant business includes automotive and industrial
lubricant products. In the year, a slight growth in sales was recorded,
with turnover up 4% from the previous year to HK$433,150,000.
Weighed down respectively by a fall in market demand, a one-
off goodwill write-down, and consolidation costs and so on, a loss
of HK$6,107,000 was registered, whereas an operating profit of
HK$4,474,000 was obtained for the same period in the previous year.

At the end of 2012, in streamlining management structure, the Group’s
two lubricant companies were merged into one while two of their plants
were also combined. Through restructuring of resources, synergic
effects were generated in product profile, customer profile as well as
marketing. The management is convinced that, beginning this year,
there will be substantial improvement in the business performance.

Set up on 1 January 2012, the Group Executive Committee is charged
with the day-to-day management of the Group. After operating
for a year, the Committee is fitting in smoothly with the rest of the
management hierarchy. What is more, decision-making has been
quicker and execution strength has been mightier. Looking forward,
the Group is fully confident of seeing robust sales growth while this
year’s focus will be on the further improvement of profit quality and
strengthening of capital utilisation. As we get nimbler through our
consolidating and upgrading, | expect our business will see sustained
growth and healthy development.
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The Group’s R&D Centre in Zhangjiang, Shanghai

Group’s Headquarters and Plants
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Business Profiles - Solvents
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20 EX{ITEEARATF Yip’'s Chemical Holdings Limited

Solvents form the largest part of the Group’s core businesses and the
Group is the world’s largest acetate solvents producer. A major turn
of event took place in 1993 when Handsome Chemical Development
Limited, a Group subsidiary, set sight on the opportunities made
available from the reform and liberalisation in China and formed a joint
venture with Jiangmen Qisheng Chemical Development Company
Limited. By capitalising on the advantages of a Sino-foreign joint
venture and by complementing each other, the two partners were
able to achieve 20 years of dazzling performance.



é?ﬁﬂ%i%i%i%l%ﬁ MIRREEH

AR

BRETERCE BZEANRER ®
BoBEE.

BREBBRCE  BRBRETE - B

BAEZITE -

The Group produces mainly eco-friendly industrial organic solvents.
These include ethyl acetate, normal butyl acetate, mixed butyl acetate
and ethanol which are extensively used in industries in coatings,

tannery, medicine and adhesives.
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22 ER{EIEEARALT Yip’s Chemical Holdings Limited

Backed by the solid strength of Yip’s Chemical, the solvents division
has established production bases in Southern and Eastern China.
It maintains a huge sales force and operates a sales network that
covers the whole of China and reaches overseas. By operating mainly
on a direct-sales basis, it manages not only in ensuring thorough
and satisfactory services, but also in affording its sales team a better
understanding of customer needs — a vital edge of the business.

Customers have always been the Group’s main concern and the pre-
and post-sales customer-oriented services of the solvents business
have, over the years, won the trust and support of customers. We
cooperate with world-class chemical companies in sourcing for
raw materials of superior and stable quality as a way to guarantee
product quality.



EHPERERANTEER  ERAELTRE
BHE RT TEHEABREER &
EBXTERELEZIN EBNRAAR
EHEMENEENER KERERE
ROHERABRT BEEERNR2013F
EXRE  FERESEMW -

Lo EEEEBAEMBRABRTE
b THEBEROEE  E-PRL
EREENEERS  BARERER

RAEEHS -

Presented with China’s huge market demand, Yip’s Chemical grasps
full advantage of the opportunity not only by expanding its acetate
solvents capacity to ensure its competitive edge in the industry, but
also by developing new related products that offer synergic effects.
The Group’s 80,000-metric ton production line for butyl acrylate is put
into operation officially in 2013.

Furthermore, the Group will actively study the possibility of developing
upstream and downstream products of butyl acrylate, the better
to consolidate vertical integration of its product portfolio, expand
economy of scale and raise operational efficiency.

—E-—HEEFH{ 2012 Annual Report

23



Business Profiles

EBEN

AR

\\\

H

-Tlr _
FEETERAAIMA

LG iy - W 4 W S Wy WS (S S

m.,.ﬁ!%
mE_ ”\_ A

. ..*...

k\:

i

-,

e\

R S !u_ .“1

N _Hu..l....l.-.r-l

_c ol SRR,

24



Turnover

- T 1 4 %

..

E

3,209,418,000 /& st HKD

25

2012 Annual Report



26

EBREBN—-Z2H

Business Profiles - Coatings
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

The Group’s coatings business is involved mainly in the production and
sales of (1) plastic printing inks used for food packaging and offset
printing inks used for paper printing, (2) household and architectural
coatings — “Bauhinia” paints, as well as (3) industrial coatings used
primarily in electronic products and furniture.

Inks

Yip’s Chemical’s inks business was started in 1998. By now it is China’s
largest supplier of inks under the Bauhinia Variegata brand and one
of the top 20 ink enterprises globally. Plastic printing inks and paper
printing inks for use in food and gift packaging and paper printing are
the main Bauhinia Variegata products. With manufacturing bases in
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strategic locations throughout Southern, Eastern and Northern China,
these products are sold over a countrywide sales network. To further
broaden the business scope and to provide additional momentum for
the sustained development of the inks business in future, a range of silk
screen printing inks for use in the printing of plastics, circuit boards and
glass was launched in 2010.

In order to meet safety production requirements, Bauhinia Variegata
takes the lead in establishing separate aromatic-free production
plant and introducing fully piped manufacturing mode. The Bauhinia
Variegata production system is not only equipped with the most
advanced automatic controls, but is also one of the few in China linked
to an Enterprise Resources Planning system. In addition, in its effort to
protect employee health and the environment, Bauhinia Variegata has
also become one of the first companies in the China’s inks industry in
adopting a hazardous substance process management system.

—E-—HEEFH 2012 Annual Report
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

Bauhinia Variegata is a staunch advocate of environmental protection
and is leading the industry in both environmentally-friendly products and
green technologies. It is not only named an “Outstanding Eco-friendly
Ink Manufacturer”, its FD series of eco-friendly soy offset printing inks
has also won a “Green Technology Award” on the basis of its highly
effective environmental properties and clean operation practices. In
addition, equipped with a laboratory that has been certified by China
National Accreditation Service for Conformity Assessment (CNAS),
Bauhinia Variegata provides a professional product testing service.

With a solid foundation and considerable strength, Bauhinia Variegata
will concentrate on developing the potentially lucrative offset printing
inks and high-end silk screen printing inks market, thereby providing an
additional impetus to the sustained development of the inks business.

Household and Architectural Coatings
- “Bauhinia” paints

There are three product series under the Bauhinia brand, namely
household paints (water-based emulsion paints and wood paints),
professional architectural paints (inner and outer wall paints) and
industrial paints (furniture paints and anticorrosive paints). Committed
to making Bauhinia a leader in the China household paints market,
the Group has set up a sales network that reaches into all market
tiers nationwide, bringing Bauhinia paints to all parts of the country
and winning the products favourable comments and goodwill from
innumerable users. In the architectural paints market, the professional
products and exceptional services of Bauhinia have gained the
confidence of many well-known property developers. With long-
term strategic partnership forged with many of these developers,
projects using Bauhinia professional architectural paints can now be
found across the country. The industrial paints of Bauhinia have been
maintaining rapid growth over the years. Bauhinia’s superb product
quality and professional services have succeeded in eliciting a high
degree of trust from new and old customers alike.
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As one of the first coating brands bearing the “China Top Brand” title,
Bauhinia has always been upholding the quality positioning of “World-
class Quality, China Focus” and has been one of the top four brands
in the China’s household architectural coatings market. In future, more
efforts in brand building will be made continuously so that, through
advertising in different media and the launching of various creative
marketing campaigns, a more distinctive brand image and a higher
brand visibility can be realised.

With the growing environmental awareness and health consciousness
of consumers, Bauhinia has been staying innovative in order to provide
consumers with a safe, healthy and refreshing home environment. To
this end, it has rolled out a number of new eco-friendly products and
developed a range of advanced environmental technologies.

Industrial Coatings

The Group’s industrial coatings consist of a range of products, including
coatings for digital products as well as coatings for use in furniture, toys
and electronic products. The Group’s industrial coatings laboratory is an
accredited laboratory recognised by CNAS. As such, it can offer testing
services upon customer requests. It can also issue various types of testing
reports on customer products that have the same validity as those issued
by China Commodity Inspection Bureau. This serves not only to provide
solid guarantee on product quality, but also substantially expand the room
for cooperation between the Group and the end-users or using entities of
a host of international brands.

The Group also produces resins, so that vertical integration with the
production of finished coating products can be made. This will provide
the Group with more competitive raw materials and will further raise
product quality.

In anticipation of the robust development of its coatings business, Yip’s
Chemical has been building a coatings plant in Jinshan Fine Chemical
Industrial Park in Shanghai. With a 280,000 metric ton annual capacity
and HK$4 billion annual output value, this new plant will significantly
raise the production capacity and competitiveness of the Group’s
coating products.
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EXEN— BB

Business Profiles - Lubricants

SEMNEBEREERMIQ2E U X The Group has been producing lubricants since 1992 and is now
T TESIARENRERIER B supplying a complete range of automotive, industrial and specialty
BHEHEERRI—ERE2 - lubricants under the Hercules and Pacoil brand names.

(DT I BEaERE—RITERIEE The Hercules lubricants consist of a range of automotive and industrial
EHER  MBBEE - TRR - REAR lubrication products including engine oils, antifreezes, system coolants,
A~ MEH - BEERE - &aWh - BB brake fluids, greases, gear oils, automatic transmission fluids, hydraulic
Bl R SERid - BHhH - B, oils, turbine oils, heat conducting oils, slideway oils, compressor oils
- B BIRARSBRE  HARM and circulating oils. The lubricating oils Hercules developed specifically
FEEERHSEEE BB hERINE for use in methanol fuel engines have successfully been recognised as a

32 ER{ILEEHRAT Yip’'s Chemical Holdings Limited
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key achievement by the National High-tech R&D Programme (the “863
Programme”). The high performance Pacoil specialty lubricants are
mainly used in umpteen industries in metal processing, automobiles,
home appliances, electronics, steel, toys, power generation, cement,
textiles, foundry, plastics, chemicals, paper making, glass as well as
wires and cables. With a countrywide sales network, Pacoil is one of
the competitive specialty lubricant brands in China.
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AFMBHRER

Five Year Financial Summary

—Z-TF —Z-TF
—A—B= HA—B=E
- —EB-TF
+=A=+—-H +=A=+—H
1 January Period from
2010 to 1 April 2010
BE+-A=1+—-HLEE 31 December to 31 December BE=A=+-HLEE
Year ended 31 December 2010 2010 Year ended 31 March
—B-—fF —B——F (12f8A8) (9f8 A) —E-EF —EEAF
2012 2011 (12-month) (9-month) 2010 2009
FET FHT FET FHT FET FHT
HK$’000 HK$'000 HK$’'000 HK$'000 HK$’'000 HK$’000
& %8 Turnover 8,894,409 8,275,569 7,037,970 5,654,783 5,455,742 5,089,931
BRFX AT R Profit before taxation 421,344 297,017 431,933 358,196 516,598 346,187
I8 Taxation (81,455) (54,850) (64,139) (41,357) (82,008) (82,145)
AN HARAER] Profit for the year/period 339,889 242,167 377,794 316,839 434,590 264,042
FEAG AR
Attributable to
ADARR
Owners of the Company 276,302 201,344 309,492 264,509 378,064 224,228
FEIZIR R
Non-controlling interests 63,587 40,823 68,302 52,330 56,526 39,814
339,889 242,167 377,794 316,839 434,590 264,042
SRREH Per share data
BREFI (B
Earnings per share (HK cents)
— E7K Basic 49.4 36.3 56.4 48.0 70.3 41.9
—#55 Diluted 49.3 36.1 55.8 47.6 69.2 41.6
FRERECBAL)
Dividend per share (HK cents)* 25.0 24.0 22.0 32.0 25.0
F IR —F2ERREBFERAIRS4.0BM
* Dividend per share in 2011 included special dividend of HK4.0 cents per share
B Financial ratios
Return on average total assets 41% 3.5% 6.8% 7.3%* 9.8% 7.0%
FHRRESEHRE
Return on average shareholders’ funds 10.6% 8.4% 14.3% 16.1%* 19.3% 13.7%
CREHIENIEA BB RERFLLE -
* Being annualized percentage derived from the actual nine-month percentage on a pro-rata basis.
R+=A=t+—-R R+=A=+—H R=A=+—-H
At 31 December At 31 December At 31 March
—=——f —z——F —2-2%F —z-2% —BENE
2012 2011 2010 2010 2009
FET FHET FHBT FET FET
HER A Assets and Liabilities HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
aEEE
Total assets 7,143,054 6,440,442 5,127,657 4,480,868 3,239,781
BEAE
Total liabilities (4,039,783) (3,648,381) (2,534,602) (2,153,630) (1,213,905)
3,103,271 2,792,061 2,592,955 2,327,238 2,025,876
RABRREGER
Equity attributable to owners of the Company 2,733,196 2,472,281 2,297,147 2,085,979 1,830,396
FRIRIR R
Non-controlling interests 370,075 319,780 295,808 241,259 195,480
3,103,271 2,792,061 2,592,955 2,327,238 2,025,876
FRITBEHRRES LR
Net bank borrowings to shareholders’ funds 52% 40% 15% 2% N/A

Mz BREE-Z-ZFE+-AS+T-BLEFEZHEN  ULFE MEzHBEEEER ARER -2 - ZFEUBFEIE=A=+t-BXART=A=+—
B B+ R 2 REERBIEMFLLE -

All the figures of the above years/period are audited except for the year ended 31 December 2010. Since the Group changed its financial year end
from 31 March to 31 December in 2010, the unaudited figures for twelve-month are provided for comparision.

Note:

34 ER{EIEEHRAT Yip’'s Chemical Holdings Limited
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CEXERTEXZEZTF M
Analysis of Turnover and Segment Results
for the Past Five Years

ERE

Turnover
—F-FF  -2-FF
—RA—H=Z WA—HZ
—T-FF 2%
+=ZA=+—-H +=ZA=+-—H
1 January Period from
2010 to 1 April 2010
BE+t-A=1+—HLEE 31 December to 31 December BE=A=1+—HLEE
Year ended 31 December 2010 2010 Year ended 31 March
—E-C-F —E——F (1218 A) (918 A) —E-ZF —EENE
2012 2011 (12-month) (9-month) 2010 2009
FERT FET FHET FHET FHET FRET
HK$’000 HK$’'000 HK$’000 HK$’000 HK$’000 HK$'000
A 5,100,110 4,281,189 3,445,502 3,028,993 2,976,563
Solvents 5,315,984 ,100, 28, 4495, ,028, 976,
2 3,209,418 2,821,351 2,417,540 1,947,839 2,088,019 1,852,881
Coatings ,209, ,821, A7, 947, ,088, ,892,
AR 433,150 416,201 353,582 283,742 292,475 257,446
Lubricants ’ ' ' ' ' '
2t 49,500 99,812 67,091 135,974 80,753
Others 96,414 , ) ) ) )
RHIKLH
Elimination (160,557) (111,593) (114,163) (89,391) (89,719) (77,712)
HEm
Total 8,894,409 8,275,569 7,037,970 5,654,783 5,455,742 5,089,931

Mz BREE-Z-SFE+-AS+-BLEFEZ#HEN ULFE HRZHBEEEER - ARER -2 - ZFEUBFEEH=ZA=+-BXA+=A=1+—
B B8O+ @A 2 REERBISFLE

Note: All the figures of the above years/period are audited except for the year ended 31 December 2010. Since the Group changed its financial year end
from 31 March to 31 December in 2010, the unaudited figures for twelve-month are provided for comparision.

36 EX{IEEHRATF Yip’'s Chemical Holdings Limited
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ERERDEREZTFOM
Analysis of Turnover and Segment Results
for the Past Five Years

o ECE 3]

Segment Results

—T-%F -T-FF
—RA—H=Z mA—H=Z
—F-FF -F-FF

+=ZA=+—-8 +=A=t—H

1 January Period from

2010 to 1 April 2010
BE+t-A=1+—HLEE 31 December to 31 December BE=A=1+—HLEE

Year ended 31 December 2010 2010 Year ended 31 March
e (128 58) (oflf) =—B-BF C—TIhE
2012 2011 (12-month) (9-month) 2010 2009
FERT FET TR FHET FHET FRET
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
;"E?EH
Solvents 311,565 219,477 319,032 244,312 327,044 212,682
ZH 144,679 84,530 92,008 109,836 181,534 128,112
Coatings ’ ’ ’ ’ ’ ’
TR (6,107) 4,474 12,917 5,799 7,568 (7,284)
Lubricants ’ ’ ’ ’ ’ ’
Hith
Others 11,672 1,043 4,653 4,979 14,039 6,101
RBIKH
Elimination (5,552) 3,064 (747) 4,099 (7,402) (871)
#zE
Total 456,257 312,588 427,864 369,025 522,783 339,240

Mz BEE-EZ-ZFE+-AST-BLEFEZHEN  ULFE MEzHEEEER ARER -2 - ZFEUBFEIE=A=+t—BXRT=A=+—
B B+ ER 2 REERBIEMFLLE -

Note: All the figures of the above years/period are audited except for the year ended 31 December 2010. Since the Group changed its financial year end from 31
March to 31 December in 2010, the unaudited figures for twelve-month are provided for comparision.

38 ER{ILEEAMRAT Yip’'s Chemical Holdings Limited
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

In order to meet the medium and long term targets, the Group has
constructed new plants for fuelling business expansion in recent years.
Leveraging on the low interest rate environment, the Group obtained
additional bank loans and resulted in subsisting increase of gearing
ratio. As at 31 December 2012, the Group’s gearing ratio (measured
by net bank borrowings as a percentage of equity attributable to
owners of the Company) was 51.5% (31 December 2011: 40.4%).
The increase in gearing ratio was mainly attributable to the continuous
investment of capital expenditures on capacity expansion, increase in
working capital for substantial growth in sales and the rise in receipts
of banker’s acceptances (i.e. bills receivables) in newly expanded
markets. The Group has always been highly concerned about the
continuous growth of gearing ratio and applied a series of measures to
monitor cash flow and ensure efficient usage of working capital, such
as setting up management policies and indicators to monitor account
receivables, account payables and inventory turnover days as well as
banker’s acceptance. The Group also periodically reviewed all capital
investment projects, splitting the project investments in phases or
retarding non-crucial items whenever possible. Furthermore, the Group
implemented the scrip dividend scheme, expecting to enhance equity
and release pressure of dividend payout on working capital. We also
consulted with banks to ease covenants of gearing ratio commitments
in credit terms in order to reduce default risks of bank loans.

As at 31 December 2012, the gross bank borrowings of the
Group amounted to HK$2,374,277,000 (31 December 2011:
HK$2,159,433,000). After deduction of short-term bank deposits,
bank balances and cash amounting to HK$966,300,000 (31 December
2011: HK$1,161,489,000), the net bank borrowings amounted to
HK$1,407,977,000 (31 December 2011: HK$997,944,000). Out
of the gross bank borrowings, HK$923,027,000 (31 December
2011: HK$938,600,000) were short-term loans and repayable within
one year. Such loans were denominated in two currencies, namely
HK$694,584,000 in Hong Kong Dollar and HK$228,443,000 in US
Dollar (31 December 2011: HK$617,751,000 in Hong Kong Dollar,
HK$315,925,000 in US Dollar and HK$4,924,000 in Renminbi). Long-
term loans repayable after one year amounted to HK$1,451,250,000 (31
December 2011: HK$1,220,833,000) and they were all denominated
in Hong Kong Dollar.
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Liquidity and Financial Resources

Since 2011, the Group has obtained 5-year bilateral long-term loans in
total of HK$1,500,000,000 and 3-year bilateral mid-term loans in total
of HK$200,000,000 to support the capital expenditure and working
capital requirement for the Group’s expected future growth. The Group
is arranging refinancing of some of its maturing 3-year mid-term loans
for the capital need of future development. As at 31 December 2012,
mid to long-term loans accounted for 61% of the total bank loans.
Since some of the borrowings of the Group carry interests at floating
rate, our funding costs are subject to interest rate fluctuation. In order
to hedge against interest rate fluctuation, the Group used interest rate
swaps to convert HK$1,010,000,000 of its 5-year bilateral long-term
loans to fixed interest rate loans.

As at 31 December 2012, a total of 15 banks in Hong Kong, Macau
and PRC granted banking facilities totaling HK$4,891,059,000 (31
December 2011: HK$3,991,731,000) to the Group and provided
sufficient funds to meet its present working capital and expansion
requirement. 75%, 18% and 7% of these banking facilities were
denominated in Hong Kong Dollar, Renminbi and US Dollar respectively.
The Group arranges most of its Hong Kong Dollar bank loans in Hong
Kong for its China operations to enjoy the relatively low borrowing
rate and enhance performance. Following the adoption of a series
of measures to combat the debt crisis in Europe, and the launch of
another round of quantitative easing measures by the United States,
the three months or shorter Hong Kong Dollar inter-bank interest rate is
maintained at a low level. Furthermore, the inflation rate in the Mainland
is under control, which also benefits the Group to lower its borrowing
costs. Besides, the Group is exposed to exchange rate risk as the
bank borrowings are denominated in Hong Kong Dollar and US Dollar
while the Group’s assets are mainly located in the Mainland and most
of its income is generated in Renminbi. Since it is expected that there
shall not be sharp appreciation of Hong Kong Dollar and US Dollar
against Renminbi in the near future, the management considers that no
hedging measure against such exchange rate exposure is necessary at
this stage but will closely monitor its fluctuations. The Group will strike
a balance between lowering borrowing costs and minimizing currency
exposure by structuring an optimal combination of Hong Kong Dollar,
US Dollar or Renminbi bank loans.
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In its constant striving for higher business performance and sustained
development, Yip’s Chemical is also committed to reciprocating society
and helping the underprivileged so as to strike a balance between the
two endeavours. The Group takes the assuming of corporate social
responsibility (‘CSR”) as part of its mission and sees CSR as a long-term
and worthy commitment. It is also committed to incorporating the concept
of sustainable development into its business operations and management
processes to better achieve an all-win situation and comprehensive
development for the economy, society and the environment.

Workplace Practice:
Safety First

Since its inception on 1 January 2012, the Group Health, Safety and
Environment (“HSE”) Committee has been raising the performance
of the Group’s HSE aspects continuously while striving to safeguard
the health and safety of its staff and various stakeholders during
operations. In the year, a Group HSE Policy was drawn up and key HSE
targets and criteria were set by the HSE Committee. Also, systems
and responsibilities in HSE management and monitoring were laid
down and key regulatory measures and guidelines in HSE areas were
required to be developed by the management. The Group HSE Policy
will be reviewed by the Board of Directors on a regular basis.

In the year, the Group HSE Department made continuous improvements
in safety management. By carrying out regular plant safety checks and
specific inspections, it reviewed safety policies, made suggestions for
improvement and performed follow-ups and monitoring to ensure that
all improvement measures were executed thoroughly and properly. In
2012, a total of 22 safety inspections were carried out by the Group
HSE Department on various plants around the country.
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Safety Training

The Group is highly concerned with the occupational health and safety
awareness of its employees. Through training, drills, annual safety
meetings and incident investigation studies, employee emergency
response capability is raised and safety incident handling skills and
procedures are practised. In 2012, the Group’s safety management
personnel attended 4,828 hours of training offered by relevant
mainland organisations.

Benefits of Employees’ Children

Since the establishment of the independently-run Yip’s Care
Extension Foundation in May 2011, the management committee
of the Foundation has been considering in earnest the possibility of
expanding the scope of sponsorship within the affordability of the
Foundation so that subsidy can be offered to more needy children of
Yip’s Chemical employees to help them receive better education and
complete their schooling successfully.

In 2012, the management committee of the Foundation decided to
extend the scope of sponsorship to technical secondary school and
senior secondary school programmes. At the same time, the amount
of subsidy for college and university programmes was increased by
about 30%.

Application for the 2012 sponsorship of general staff has been
successfully closed and a total of 115 applications have been
received. Together with nine cases of abrupt changes in financial
situations, a total of HK$425,000 in subsidy has been dispensed,
resulting in a 40% increase in both the number of sponsorship cases
and sponsorship amount.

Environmental Protection:
Clean Production

The Group is zealous in promoting energy conservation and emission
reduction. All factories under the Group are committed to implementing
clean production and would spare no effort in minimising pollution to the
environment during production. In 2012, the Zhongshan and Tongxiang
plants of Bauhinia Variegata inks participated in China’s clean production
programme and their two energy conservation and emission reduction
measures both passed municipal level certification audits. In particular,
the measure to use eco-friendly refrigerants for supporting production
processes was capable of cutting electricity consumption in the plants
by 15%. In the year, the industrial coatings plant in Huiyang was awarded
the title of “Guangdong Clean Production Enterprise”.
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Meanwhile, the waste water treatment technology used in the production
of butyl acrylate, a new product of the Group, is capable of decomposing
various organic matters in the waste water. The decomposition is able
to remove odour and minimise the amount of solid waste so that sludge
quantity is significantly reduced. This treatment process can handle
waste water with a chemical oxygen demand of as high as 15,000mg/L
at a rate of 560m? per day.

Research and Development of Eco-friendly
Products

The coatings subsidiaries of the Group have been carrying out product
R&D based on environmental protection trends and consumer needs
so as to minimise the burden imposed on the environment during
production and product usage. In household coatings, Bauhinia Paints
has introduced a “Super odourless bamboo charcoal wall paint” during
the year. This new product can effectively remove from indoor air such
harmful substances as formaldehyde and benzene. In inks division, the
Group’s FD series of eco-friendly soy offset printing inks has, on the
merits of its eco-friendly features and clean practices, won the “Green
Technology Award 2012” jointly awarded by Printing and Distribution
Management Department of the General Administration of Press and
Publication, China Academy of Printing Technology and Keyin Net. This
award is a recognition of the advanced green technology of Bauhinia
Variegata inks.

Active Support of Environmental Activities

Yip’s Chemical is an ardent supporter and participant of events
organised by various environmental groups in Hong Kong so that staff
awareness in low-carbon lifestyles and environmental conservation can
be raised. For seven successive years since 2006 it has participated

* 9% B2 e e¥ 2012,
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in the Tree Planting Challenge organised by Friends of the Earth Hong
Kong. It is also a participant of Friends of the Earth’s River Walk to help
raise funds for the Dongjiang River Source Conservation Project for
three successive years since 2010. As well, it is a staunch supporter of
the Green Festival of this organisation over the years. Last year, it also
participated in World Wide Fund for Nature’s Earth Hour 2012 activity.

Operating Practices:

Cultivating an “Ethics
Emphasising” Culture

and Capability

It is the conviction of Yip’s Chemical that, for the long-term development
of the Group, employees at all levels should have high ethical and
capability standards. The effective fostering of team cohesion and
promoting of company core values will be key strategies of the
Group. Last year, 18 “Ethics and Capability Emphasising” codes of
conducts were drawn up to help employees understand how they
can demonstrate responsible ethical behaviours towards customers,
shareholders, superiors, subordinates and other stakeholders.

Tobetter allow employees understand the Group’s “Ethics and Capability
Emphasising” concept, 31 talks and related training sessions have been
organised. In addition, emails on “Ethics and Capability Emphasising”
examples have been sent out periodically to familiarise employees with
how the concept can be put into practice in the workplace.

—E-—HEEFH 2012 Annual Report

47



TEMEEMR
Corporate Social Responsibility

it =2
i ENEIRFL F AT EE IRAERT 8l

ER{IEELE  [SHHBEBRAM
BEBATHELT - ERERARES
EHET-ERENGCEHESTEE—
[RBRMNFMETFREE] BN
HHERNEBENARNEREERNE - &
EE--HF+=ZA=+—H1it £EH
BELORERE IHE LRERASR
HERAERRENAENSREBRAFMED
BRI BEIE18,0008 EEREEENA
AR BERBBRBFMN ; Hb > 2EEK
BAE IHERLURENRBE-—FEMD
FIERARMTEEREFI -

—E-CFHR RERARELHBERER
BHENBRBRMFMEEXNRAR
% BERFNESFTEELMEBE -
W1B00EHNEREZE - KERC-E
——E+ ARENERMFMEEER
—E-ZFAEEMERARE -

BRT FITEMIRES  SEHRESER
BRMFIIMEEBNER TR RER
Do ERECIZIBER-ZT-_FH#E
MEF-E2BFRRRBRBFMER
FEE  BERBRAHI6EET 3
FLUREBETAREELHE - BRER
ERBEEERN  UREASBRES &
BEZETTHRFNETENSEREA

Community Involvement:

Mobile Eye Surgery Centre
Programme

Donation

Yip’s Chemical cares for the community and strives to help needy
persons in Hong Kong and the mainland to improve their livelihood.
Based on this conviction, it has rolled out a long-term CSR project-
“Ten-Year Mobile Eye Surgery Centre Donation Programme”, the
objective of which is to help restore vision for needy cataract patients
in the mainland. Up till the end of 31 December 2012, the four mobile
eye surgery centres the Group donated to Ningxia Hui Autonomous
Region, Jiangsu Province, Shandong Province and Inner Mongolia
Autonomous Region have performed eye surgeries for almost 18,000
cataract patients living in remote areas. In particular, in Ningxia Hui
Autonomous Region, Jiangsu Province and Shandong Province, totally
free surgery was offered to all patients in the last year.

In May 2012, the Group’s fourth mobile eye surgery centre donated to
Inner Mongolia was brought into service formally. This mobile surgery
centre is expected to travel to at least six districts each year and bring
vision to some 1,500 cataract patients. The fifth mobile eye centre
donated by the Group in October 2012 will be put into service in
Yunnan Province in 2013.

In addition to donating mobile surgery centres, the Group has also
made an all-out effort in encouraging volunteer work related to the
surgery centres. In 2012, Yip’s Chemical Volunteer Team continued
with its annual trans-subsidiary visitation programme. In the vyear,
16 employees from Hong Kong and the mainland were called up to
carry out cataract prevention education, visit cataract patients and ex-
patients as well as schools for the blind in Shandong Province so that
more employees would have a better understanding of the significance
and effectiveness of the work of the mobile eye surgery centres.

pHEAEHFNE A
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Corporate Volunteer Team

Yip’s Chemical well understands that the next generation will be the
future pillars of society. Therefore, in 2012, Yip’s Chemical Volunteers
set children and teenagers as their service targets and organised a
number of volunteer events related to the development of students.
In the year, two joint events were run in conjunction with St. James’
Settlement. One of the events was the “Love & Share Programme-
Noah’s Ark Experience” in which volunteers sponsored and brought
40 primary school pupils from low-income families in Hong Kong to
visit Noah’s Ark Theme Park and participate in a green workshop. The
volunteer team also donated 100 sets of learning aids to grass-root
pupils and organised a party for 25 of the recipient children during the
Mid-Autumn Festival. Other volunteer services included participation
in the “Walk for Children” fundraising walkathon organised by Plan
International, participation in the Standard Chartered Marathon,
purchasing Christmas cookies from Caritas La Vie, a social enterprise
under Caritas Hong Kong, and sending the cookies to 200 children
with intellectual disabilities studying in a special school run by Hong
Chi Association.

The mainland’s volunteer team has also organised a number of
community activities to provide grass-root children with valuable urban
life experiencing opportunities. One example was taking 40 offspring of
migrant workers living in Shanghai to the city’s central business district
and letting them experience urban life through interactive games. Other
activities included urban life experiencing activities for school children
from the mountain areas of Qingyuan and trips to the Beijing Zoo,
etc. The mainland volunteer team members also visited on a regular
basis senior citizens, people with disabilities, orphans, children with
intellectual disabilities and school children in impoverished mountain
areas and brought them daily necessities and learning materials.
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voluntaars

Corporate Volunteer Team continued)

In 2012, Yip’s Chemical employees in Hong Kong and their relatives
and friends contributed 418 hours of volunteer services, up 27% from
the previous year while the number of participants in such services was
127 (number of participants in 2011 was 113). Mainland employees and
their relatives and friends contributed 1,013 hours of volunteer services
and the number of participants was 159-representing increases in both
the hours of services offered and the number of participants.

Student Sponsorship and Scholarship

For seven straight years since 2006 Yip’s Chemical has been carrying
out a student sponsorship programme in Jiangmen, Guangdong. In
2012, a total of RMB600,000 was donated. The sum was used to
sponsor some 90 needy students who had succeeded in matriculating,
to provide scholarship to the top 15 students from the arts stream and
science stream respectively who have excelled in the college entrance
examination and to present awards to some 20 teachers who have
contributed to the performance of outstanding graduating classes.

In addition to the student sponsorship programme in Jiangmen, Yip’s
Chemical has also been an active supporter of the “Seagull Scholarship
Programme” which aims at helping needy undergraduates from north-
west China finish their education. In 2012, 18 university students
under the Seagull programme were offered the chance of undergoing
a one-month internship at different departments in various Group
subsidiaries. In addition to getting paid, each intern was also given free
room and board as well as transportation expenses. The Group was
highly concerned with the training of these interns: in addition to giving
them orientation training, each intern was assigned a mentor who was
responsible for drawing up his work and training programme.

50 ER{I£EHARATF Yip’'s Chemical Holdings Limited
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As of 31 December 2012, the Group has a total number of 4,832
employees. 114 employees are from Hong Kong and Macau and
4,718 are from different provinces in China.

The Group places great emphasis on the management and
development of human capital. The employees are encouraged to
strive for improvement through internal and external training program,
on-the-job training and participation in the Group’s educational
subsidies, allowing for self-development in knowledge and skills and
to maximize their potential in their work. We offer excellent platform
for development of highly committed and capable employees,
regardless of their background, geographical region or educational
levels. Through versatile experience in challenging roles, the current
leadership of the Group has come through the ranks to advance to
positions of management. Besides the focus of developing employees
internally, the Group seeks to attract talent from outside and also
recruit top graduates from the best tertiary institutions in Hong Kong,
Mainland China, and abroad and provide them with training and
development opportunities. The Management Trainee Program has
been implementing for a number of years. Some of the management
trainees have demonstrated their excellence capabilities and have
been advanced to positions of leadership within the Group.

The Group offers a challenging work environment, sets up different
programs for motivating employees to strive for improvement and to
upgrade their skills in order to sustain the development of business.
From time to time, the Group will make reference to market trends
for the review of remuneration policy so as to ensure reasonable and
competitive compensation and benefits. These include basic salary
and performance-based bonus to attract and retain talents.
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Mr. Ip Chi Shing

%

EFea4t
Mr. Yip Tsz Hin

Chairman, Non-executive Director

Mr. Ip Chi Shing, aged 65, is the co-founder and the chairman of the
Group. Mr. Ip was re-designated from an executive director to a non-
executive director of the Company on 1 January 2012. Mr. Ip has 40
years of experience in the manufacture of and trading in petrochemical
products. He is the brother of Mr. Yip Tsz Hin, deputy chairman of the
Group, executive director of the Company as well as chairman of the
Group Executive Committee and the father of Mr. Ip Kwan, a member
of the Group Executive Committee. In 2006, Mr. Ip established “Ip Chi
Shing Charitable Foundation Limited” with the objectives of fostering
education in China and providing care for the underprivileged groups
in Hong Kong.

Executive Directors

Mr.Yip Tsz Hin, aged 54, joined the Group in 1977. Mr. Yip is the deputy
chairman of the Group and an executive director of the Company. Mr.
Yip was appointed as the chairman of the Group Executive Committee
on 1 January 2012. Mr. Yip has over 30 years of experience in the
manufacture of and trading in petrochemical products. He is the
brother of Mr. Ip Chi Shing, chairman of the Group and non-executive
director of the Company.
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ZREREE
Mr. Li Wai Man, Peter

At = 5E4E
Mr. Ho Sai Hou

Executive Directors (continued)

Mr. Wong Kam Yim, aged 52, joined the Group in 1996 and has
been an executive director of the Company since 2002. He is the chief
executive officer of the Group, and was appointed as a member of
the Group Executive Committee on 1 January 2012. Mr. Wong was
appointed as the general manager of the Lubricants group on 1 January
2013. He graduated from The University of Sheffield in the United
Kingdom with a Bachelor Degree in Business Studies and obtained
a Master Degree in Business Administration from The University of
Wales in the United Kingdom. He has over 20 years of experience in
marketing and management.

Mr. Li Wai Man, Peter, aged 55, joined the Group in 2004 and has
been an executive director of the Company and the chief operations
officer of the Group since 2008. Mr. Li was appointed as a member
of the Group Executive Committee on 1 January 2012. He obtained
a Bachelor Degree in Mechanical Engineering from The University of
Hong Kong and a Master Degree in Business Administration from The
Chinese University of Hong Kong. Mr. Li has worked in a multi-national
petrochemical company for over 20 years and has extensive experience
in engineering, corporate planning, marketing and operations.

Mr. Ho Sai Hou, aged 46, joined the Group as the chief financial
officer in 2010. Mr. Ho was appointed as an executive director of the
Company on 1 January 2011 and a member of the Group Executive
Committee on 1 January 2012. Mr. Ho obtained a Bachelor of Social
Sciences Degree in Accounting from The University of Hong Kong and
completed his EMBA with The China Europe International Business
School in 2007. Previously, Mr. Ho had worked for several listed
companies in Hong Kong as their chief financial officer, executive
director and company secretary. He is a certified public accountant of
the Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants. He
has over 20 years of experience in accounting, finance, taxation and
company secretarial work.
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Mr. Tong Wui Tung

FRITES

BEEEEE  BFEAT=Zm R—Ah=
FRZEADBADABUFNTES - AR
—EENFERERTQRFAITES -
BRERRSE BER - BIAEMT
ZEBA - REE - BER - BIAEE
TRAKEZERBEEERD  XHEHRT
FEEZBRBURN-—REXKE - BERLE
REBUEEN  EEBIEBBE=T
FoURBBLTARBEEZERERA
B2 BN FHTES °

RBFEE BFR+TWEE A—hh—
FMAREBAER - AN ZFEEERE
RAHTES - REEN=-Z——F LA
—HRRLEREREQRFHTES - R
EEREEBEIER(REEBEIXR
B)EHBANEREBEZERELAE
SREEEE zﬁﬁﬁiﬁu°ﬁ%%#“
RETMAEEREERBTBETMAE
BETED © ;EETV%&QH TERE=
TEEKR RAEEUEEFHMBLETA
AR ESHI -

BISERITES

ERSEE  BFER+HER - R—-Ah=
FRZERTRAVBUFIITESE - KA
F?Q%gﬁﬁﬂé REEREBE

MAEEHE - EAERBEBEART
EBtZF AR-—NA=ZFRIK-EL
EWHEBEEA LD TEAESRA -

ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

RABFRE
Mr. Ng Siu Ping

HESLE
Mr. Wong Kong Chi

Non-executive Directors

Mr. Tong Wui Tung, aged 63, was elected as an independent non-
executive director of the Company since 1993 and was re-designated
as a non-executive director of the Company in 2004. Mr. Tong is a
partner of the law firm, Messrs. Cheung, Tong & Rosa, legal advisers of
the Group on Hong Kong Law which receives usual professional fees
in connection with services rendered to the Group. Mr. Tong has been
practising as a solicitor in Hong Kong for over 30 years and is also
an independent non-executive director of Country Garden Holdings
Company Limited, a company listed on The Stock Exchange of Hong
Kong Limited.

Mr. Ng Siu Ping, aged 54, joined the Group in 1991 and was appointed
as an executive director of the Company since 1992. Mr. Ng retired on
1 July 2011 and was re-designated as a non-executive director of the
Company. Mr. Ng obtained a Higher Diploma in Accountancy from the
Hong Kong Polytechnic (now known as the Hong Kong Polytechnic
University) and a Master Degree of Science in Corporate Governance
and Directorship from the Hong Kong Baptist University. He is a fellow
member of the Association of Chartered Certified Accountants and
a certified public accountant of the Hong Kong Institute of Certified
Public Accountants. Mr. Ng has over 30 years of experience in the field
of auditing and accounting. Mr. Ng does not hold any directorship in
other listed companies.

Independent Non-executive Directors

Mr. Wong Kong Chi, aged 55, has been an independent non-executive
director of the Company since 1993. He is a fellow member of the
Association of Chartered Certified Accountants and a certified public
accountant of the Hong Kong Institute of Certified Public Accountants.
Mr. Wong retired in 1993 after working in the merchant banking industry
for over 10 years. Mr. Wong does not hold any directorship in other
listed companies.
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TERLE
Mr. Li Chak Man

HERFEE
Mr. Ku Yuen Fun

Independent Non-executive Directors continueq)

Mr. Au-Yeung Tsan Pong, Davie, aged 67, has been an independent
non-executive director of the Company since 2004. Mr. Au-Yeung
graduated from the Hong Kong Polytechnic (now known as the Hong
Kong Polytechnic University) in 1974. He is a fellow member of the Hong
Kong Institute of Directors. Mr. Au-Yeung has extensive experience in
management, having held senior executive appointments in the tertiary
education field and the service industry for over 30 years. He serves
on the council of a charitable organization which raises funds and
advocates for the well-being of children. Mr. Au-Yeung does not hold
any directorship in other listed companies.

Mr. Li Chak Man, aged 65, has been an independent non-executive
director of the Company since 2004. Mr. Li obtained a Master Degree in
Statistics from Texas A&M University. Mr. Li retired in 2004 after having
worked in the petrochemical industry for over 25 years, accumulating
extensive experience in logistics, procurement, management, personnel
and administration. He was a representative to the Association of
International Chemical Manufacturers to promote safety distribution of
hazardous chemicals. Mr. Li does not hold any directorship in other
listed companies.

Mr. Ku Yuen Fun, aged 61, has been an independent non-executive
director of the Company since 2008. Mr. Ku graduated from the
Hong Kong Polytechnic (now known as the Hong Kong Polytechnic
University) and began his career at Shell Chemicals. Mr. Ku has
extensive managerial experience in the oil & petrochemical industries
in the Greater China region. He was a Director of Shell Hong Kong
Limited, a Board Director of the Business Environment Council and the
Chairman of Tianjin International Petroleum Storage and Transportation
Company Limited. Mr. Ku does not hold any directorship in other listed
companies.
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BEi9%E
Mr. Ip Kwan

Mr. Fung Ping Kwong

Management Executives

Mr. Kwong Kwok Chiu, aged 48, joined the Group in 1987 and served
at various subsidiaries or departments of the Group. He is currently
managing the businesses of the Hang Cheung group and the Bauhinia
Variegata Inks group. Mr. Kwong has been a member of the Group
Executive Committee since 1 January 2012, and was appointed as the
managing director of the Hang Cheung group on 1 January 2013. Mr.
Kwong obtained a Master Degree in Business Administration from The
Open University of Hong Kong, and has over 20 years of experience in
the field of marketing and management of petrochemical industry.

Mr. Ip Kwan, aged 30, has been the general manager of the Hong
Kong Bauhinia Paints Manufacturing (Greater China) Company Limited
(“Bauhinia Paints”), a subsidiary of the Group, since 1 January 2011.
Mr. Ip was appointed as a member of the Group Executive Committee
on 1 January 2012. Mr. Ip joined the Group as an assistant to director of
the Group in 2007 and subsequently served as the marketing director
of Bauhinia Paints. He is the son of Mr. Ip Chi Shing, chairman of the
Group and non-executive director of the Company. He graduated
from the London School of Economics with a Bachelor Degree in
Government and Economics. Before joining the Group, he had worked
in the investment bank industry for 3 years.

Mr. Fung Ping Kwong, aged 49, joined the Group in 2010 as the head
of Group Human Resources. Mr. Fung was appointed as a member
of the Group Executive Committee on 1 January 2012. He obtained a
Bachelor Degree in Science (Economics) from The University of London,
a Master Degree in Business Administration from The University of
Warwick and a Diploma in Training Management jointly conferred by The
Chinese University of Hong Kong and The Institute of Personnel and
Development, United Kingdom. Mr. Fung has extensive experience in
different human resources areas including organizational development,
management development, talent management and employee relations.
He worked in a number of multi-national companies from insurance,
petrochemical and pharmaceutical industries. Before he joined the
Group, he was the Group HR Director of a Hong Kong listed company.



TBRAR @

RkEEE  RFEN+ER - AEEIE
HE - REERFREHMASREFFL
maﬁﬁﬂéﬁﬁgﬁ°ﬁhﬁ§%ﬁ$

RES n'fga:tﬂii o REAR— j‘Lj'L/\i
MARER - EEA—+ZFOET - 8
BREBLR o

BRExt RE=1+tm R=ZT—
ZERAAMAREEZANBRMLR-F
——FNA-RREZERAANE - HK
TRATBRBEEETBURMAKRE
BEIBHRESBELEN - RABTBUXR
B EMAREEA - BERHEIFREA
BB BEABBTEEEEELR -

BREEAE BER+ -5 ARIR
B e R—ANZEMATEELN BT
REEEERIPRECIRRERAD
2ESEED  BRER-ANZERYE
REFBTAS - RUSLILHBAE
t245  AESENEETESS -

EAEEE  BEON+ NG R—hAh
MEMAREBIA-SENEEZE
AEBREXREREEMNERARZLE
BE - BEREBEOMABLERE LS
i~ XEERIRBESREEEDED
ERBELUREFEAEIHEEELTTE
I EHEEETMSMAERE - EEER
BERABEERENRBAREMNHTRZS
YEERAKRE  BEBRTEBUFIOMN -
FRAFE TR > EEKHREE -

BIRExE  BFEON+t -5 R—Ah=
FREBBTE  —2EEFMALEE
ZHBAR [EXH2EE)BRAF ]
T-EEELHREETE —Z2——F
TtA-—HEZE [EXHZ2EE)ABRA
A 2 RRE - FEEFERERMPLKE
THEEZBELBY - REHBITENE
HREE FREE K5 -

EERITHRAEMIT

Directors’ and Management Exécutives’ Profiles

Management Executives (continueq)

Mr. Leung Wing Ching, Isaac, aged 45, is the financial controller of
the Group. Mr. Leung is a fellow member of the Hong Kong Institute
of Certified Public Accountants and of the Association of Chartered
Certified Accountants. Mr. Leung obtained a Bachelor Degree in
Accountancy from The City University of Hong Kong. Mr. Leung joined
the Group in 1996 and has over 20 years of experience in the field of
auditing, finance and management.

Ms. So Sze Wan, Lisa, aged 37, joined the Group as the General
Counsel in May 2010 and was appointed as the company secretary
on 1 April 2011. Ms. So obtained a Bachelor Degree in Law from The
Hong Kong University and a Master Degree in Law from King’s College
London. Ms. So is a qualified solicitor in Hong Kong. Before she joined
the Group, she had worked in international law firms and has over 10
years of legal experience.

Mr. Zhao Chu Bang, aged 51, an experienced engineer, joined the
Group in 1993 and has been the managing director of the Jiangmen
Handsome Chemical Development Limited since 2005. He graduated
from The South China University of Technology in 1983. Mr. Zhao has
over 20 years of experience in the chemical industry and has extensive
experience in management.

Mr. Huang Guang De, aged 48, joined the Group in 1994, has been
the general manager of Dachang Polymers (Huizhou) Ltd. since 20086.
Mr. Huang obtained the Bachelor Degree in Chemistry from Zheng
Zhou University, a Certificate of Senior Management Consultant from
American International Training Association and has completed a
course in business administration and a course in project management
at Tsing Hua University. Mr. Huang is a patent agent authorized by the
State Intellectual Property Office of the People’s Republic of China and
a member of the Safety Production Expert’s Group of Huizhou City.
He has worked in government departments, research institutes and
chemical factories with extensive experience in management.

Mr. Feng Shun Quan, aged 41, started his career in ink industry in
1993, joined the Yip’s Ink & Chemicals (Group) Limited, a subsidiary of
the Group, in 2000 and was responsible for sales and management.
He was appointed as the general manager of the Yip’s Ink & Chemicals
(Group) Limited on 1 July 2011. Mr. Feng obtained a Bachelor Degree
in Business Administration from Zhong Shan University of Guangzhou.
Mr. Feng has nearly 20 years of experience in the fields of marketing
and management of ink industry.
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B8 ER{I£EHAMRAT Yip’s Chemical Holdings Limited

The directors of the Company (the “Directors”) present their annual
report and the audited consolidated financial statements of the
Company and its subsidiaries (hereinafter collectively referred to as the
“Group”) for the year ended 31 December 2012.

Principal Activities

The Company is an investment holding company. Its principal
subsidiaries are engaged in the manufacture of and trading in solvents,
coatings and lubricants. There were no significant changes in the nature
of the Group’s principal activities during the year ended 31 December
2012.

Results and Appropriations

The results of the Group and appropriations of the Company for the year
ended 31 December 2012 are set out in the consolidated statement
of comprehensive income on page 87 and note 11 to the consolidated
financial statements respectively. An interim dividend of HK10.0 cents
per share was paid to the shareholders during the year. The Directors
propose a final dividend of HK15.0 cents per share, with an option to
receive shares of the Company, totalling not less than HK$84,000,000
to shareholders whose names appear on the Register of Members
at the close of business on 11 June 2013 and the retention of the
remaining profit in reserves.

Share Capital

Details of movements in the issued share capital of the Company
during the year are set out in note 27 to the consolidated financial

statements.
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Directors’ Report

Reserves

Details of movements in the reserves of the Group during the year are
set out in the consolidated statement of changes in equity on page 90
of the consolidated financial statements.

The Company’s reserves available for distribution represent the share
premium, special reserve and retained profits. Under Chapter 22
of the Companies Law of the Cayman Islands, the share premium
of the Company is available for distribution or paying dividends to
shareholders subject to the provisions of its Memorandum and Articles
of Association and provided that immediately following the distribution
of dividend, the Company is able to pay its debts as they fall due in
the ordinary course of business. In accordance with the Company’s
Articles of Association, dividends can be distributed out of the share
premium and retained profits of the Company, which amounted to
HK$759,511,000 as at 31 December 2012 (2011: HK$742,042,000).

Property, Plant and Equipment and
Investment Properties

Details of the movements in the property, plant and equipment and
investment properties of the Group during the year are set out in notes
18 and 15 to the consolidated financial statements.

Subsidiaries

Details of the Company’s principal subsidiaries as at 31 December
2012 are set out in note 36 to the consolidated financial statements.
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Directors and Service Contracts

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

Chairman, Non-executive Director:

Mr. Ip Chi Shing

Executive Directors:

Mr. Yip Tsz Hin, Deputy Chairman
Mr. Wong Kam Yim

Mr. Li Wai Man, Peter

Mr. Ho Sai Hou

Non-executive Directors:

Mr. Tong Wui Tung
Mr. Ng Siu Ping

Independent Non-executive Directors:

Mr. Wong Kong Chi

Mr. Au-Yeung Tsan Pong, Davie
Mr. Li Chak Man

Mr. Ku Yuen Fun

In accordance with the provisions of the Company’s Articles of
Association, Mr. Wong Kam Yim, Mr. Li Wai Man, Peter and Mr. Ho Sai
Hou, all of them being executive Directors, and Mr. Li Chak Man, being
an independent non-executive Director, will retire by rotation at the
forthcoming annual general meeting of the Company (the “AGM”) and,
being eligible, will offer themselves for re-election as Directors at the
AGM. All remaining Directors will continue in office. The non-executive
and independent non-executive Directors were appointed for a specific
term until the closing of the next annual general meeting at which each
of them is being re-elected by the shareholders of the Company.

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

The fees of the non-executive and independent non-executive Directors
are determined by the Board.
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Directors’ and Chief Executives’ Interests
and Short Positions In Securities

As at 31 December 2012, the interests of the Directors and their
respective associates in the shares of the Company (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”))
which are required (a) to be notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of the Part XV of the SFO (including interests or short
positions which they are taken or deemed to have taken under such
provision of the SFO); or (b) to be recorded in the register to be kept
pursuant to Section 352 of the SFO; or (c) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers to be notified
to the Company and the Stock Exchange were as follows :

591 Long positions
N
BRTRA
A
Percentage of
the issued
B AR eG4 ARER share capital
Personal Family Corporate “ay of the
Exps Name of Director interests interests interests Total  Company
EXHEE Mr. Ip Chi Shing 169,342,532 3,764,000 (a) 14,280,000(b) 187,386,532 33.35%
RS Mr. Yip Tsz Hin 35,240,248 20,000,000 (c) - 55,240,248 9.83%
EREEE Mr. Wong Kam Yim 708,000 - - 708,000 0.13%
FRRELE Mr. Li Wai Man, Peter - - - _ -
At EE Mr. Ho Sai Hou - - - - -
BERLE Mr. Tong Wui Tung - 700,000 (d) - 700,000 0.12%
REBFEE Mr. Ng Siu Ping 2,632,000 50,000 () - 2,582,000 0.46%
HELEE Mr. Wong Kong Chi - 100,000 (f) - 100,000 0.02%
BBEHLLE  Mr Au-Yeung Tsan Pong, Davie - - - - -
FERAE Mr. Li Chak Man - 150,000 (g) - 150,000 0.03%
HEFEE Mr. Ku Yuen Fun 20,680 14,000 (h) - 34,680 0.01%
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Directors’ and Chief Executives’ Interests
and Short Positions in Securities (continued)

Notes:

(@  Out of these shares, 1,758,000 shares are jointly held with Madam Liang
Bih Yu, the wife of Mr. Ip Chi Shing and 2,006,000 shares are held by his
wife.

(b)  These shares are held respectively by Ip Chi Shing Charitable Foundation
Limited, a charitable organisation (10,200,000 shares) and Yip's Care
Extension Foundation Limited, a limited company, (4,080,000 shares). Mr.
Ip Chi Shing controls 50% (together with his wife control 100%) and 60%
(together with his younger sister and brother control 100%) of the voting
power at the general meetings of Ip Chi Shing Charitable Foundation
Limited and Yip’s Care Extension Foundation Limited. He is therefore
deemed to be interested in these shares held by these two corporations.

(c)  These shares are held by Madam Yip Tso Ka Lai, Brenda, the wife of Mr.

Yip Tsz Hin.

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

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

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

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

(h)  These shares are held by Madam So Yim Ha, the wife of Mr. Ku Yuen
Fun.

Details of the share options held by the Directors under the Company’s
old share option scheme (the “Old Scheme”) are shown in the next
section headed “Share Options”.

Each of Mr. Ip Chi Shing, Mr. Yip Tsz Hin and Madam Liang Bih Yu, the
wife of Mr. Ip Chi Shing, holds one non-voting deferred share of Yip’s
H.C. (Holding) Limited, a subsidiary of the Company.

Otherthan as disclosed above and certain nominee sharesin subsidiaries
held by directors in trust for the Company or its subsidiaries, as at
31 December 2012, none of the Directors, chief executive 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.
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Share Options

On 25 May 2012, the shareholders of the Company at the AGM
approved the adoption of a new share option scheme (the “New
Scheme”) and the termination of the Old Scheme which was adopted
by the Company on 3 September 2002. The New Scheme will expire
on 24 May 2022. Options granted under the Old Scheme prior to such
termination will continue to be valid and exercisable in accordance with
the rules of the Old Scheme. The main purpose of the New Scheme
is to recognize and motivate the contribution of eligible participants,
to provide incentives to them, to help the Company retain eligible
participants and recruit additional employees and to provide them with
a direct economic interest in attaining the long term business objectives
of the Company. Particulars of the New Scheme are set out in note 30
to the consolidated financial statements.

During the year, movements in the number of options which had been

granted to certain Directors and employees under the Company’s Old
Scheme are as follows :

—E—_HEFH® 2012 Annual Report
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BB =) Share Options (contineq)
BREZA
Number of share options
FRER(Z)
R=B-2§  HEtER EpE WoB--F
-A-B  Transfer to) FRE  &M/HE ft-B=1-H
WATE  from other (il Lapsed/ HAGE
ff#8  Outstanding category Exercised cancelled  Outstanding
REAH Exercise asat during during during asat
Date of grant price 1.1.2012 the year the year the year 31.12.2012
#n
HKS
3
Directors
ke “ZEMERATLA
Mr. Wong Kam Yim 17 May 2004 1,590 300,000 - - - 300,000
“ZRRETACTHA
24 Qctober 2005 2,004 200,000 - - - 200,000
“ERtEMA=A
3 April 2007 4050 200,000 - - - 200,000
ZEZN\ETAZT-H
31 October 2008 1.950 100,000 - - - 100,000
“ERNETRER
5 Qctober 2009 4536 200,000 - - - 200,000
FEREE “ZEMERATLA
Mr. Li Wai Man, Peter 17 May 2004 1.590 100,000 - - - 100,000
“EEIETA-TRA
24 Qctober 2006 2.004 200,000 - - B 200,000
“ZRLEMA=A
3 April 2007 4,050 200,000 - - - 200,000
“EENFTA=T-H
31 October 2008 1.950 100,000 - - - 100,000
“EENETREA
5 Qctober 2009 4536 200,000 - - - 200,000
TERRE “EE\ETR=1-A
Mr. Ting Hon Yam 31 October 2008 1.950 100,000 (100,000) - - -
“ZENFTREA
5 Qctober 2009 4536 200,000 (200,000) - - -
2,100,000 (300,000) - - 1,800,000
&I “ERRETACTHA
Employees 24 Qctober 2006 2.004 276,000 - (100,000) - 176,000
“ERtEMA=A
3 April 2007 4,050 564,000 - (126,000) - 428,000
“2E\ETR=1-H
31 October 2008 1.950 450,000 100,000 (170,000) - 380,000
“EENFTREA
5 Qctober 2009 4536 1,388,000 200,000 (878,000) (20,000) 1,190,000
2,668,000 300,000 (774,000) (20,000) 2,174,000
4,768,000 - (774,000) £0000) 3,974,000
e : EETERELEEB=-ZT—=-F—A Note: Mr. Ting Hon Yam has been retired as Director since 1 January
3;2 AR - BNEEARRREE— 2012 and remains as a consultant of the Company.

64 ERX{ILEEHMRAT Yip’'s Chemical Holdings Limited
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Share Options (continueq)

During the year, no option was granted to Directors or employees. In
respect of the options exercised during the year, weighted average
closing price of the shares of the Company immediately before the
dates on which the options were exercised was HK$5.728.

Other than as disclosed above, at no time during the year was the
Company or any of its subsidiaries, a party to any arrangement to enable
the Directors to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.

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

As at 31 December 2012, the register of substantial shareholders
(other than the Directors or chief executives of the Company disclosed
above) maintained under Section 336 of the SFO shows that, other
than the interests disclosed above in respect of certain Directors, the
following shareholders had notified the Company of relevant interests
in the issued share capital of the Company under Section 336 of the
SFO:

Long positions
R-z-—%
+=A=+—~H
RN
BEITRA
A=
Percentage
of the issued

FTERRER FrERHH AR share capital
Name of 51 Number of of the Company
substantial shareholder Capacity shares held as at 31.12.2012
ERBzt BREFA
Ms. Ip Fung Kuen Beneficial Owner 47,592,000 8.47%
FMR LLC REKE (M)
Investment Manager (Note) 33,714,105 6.00%

Capital Research and REKE

Management Company Investment Manager 29,410,000 5.23%

Wizt : BERSFRPEGRH  R=ZF—=F
+=A=+—8 FVR LLCHR B %
833,714,105 AN B RD 2 fEZE -
H rhFidelity Management & Research
Company#4832,314,1058% - Fidelity
Management Trust CompanyE2 Pyramis
Global Advisors LLCEI # 1,400,000
B o

BREXFIREN R=Z2—Z-F+=ZR=
T—B BRTUE-HIESRBETH
ABRBH2BBRAR CRE 2D
S BEATBARQAAEREERDE
BN ESRSAARTREFSRBER
HISE3B6IRE T °

ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

Note:  Under the SFO, as at 31 December 2012, FMR LLC was deemed to be
interested in 33,714,105 shares of the Company, of which 32,314,105
shares were held by Fidelity Management & Research Company and
1,400,000 shares were held by Fidelity Management Trust Company
and Pyramis Global Advisors LLC.

Save as disclosed above, as at 31 December 2012, no person, other
than the interests disclosed above in the section “Directors’ and Chief
Executives’ Interests and Short Positions in Securities”, had notified the
Company of an interest or short position in the shares of the Company
that was required to be recorded pursuant to Section 336 of the SFO.
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Purchase, Sale or Redemption of the
Company’s Listed Securities
During the year ended 31 December 2012, neither the Company

nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

Major Suppliers and Customers

During the year ended 31 December 2012, the aggregate sales
attributable to the Group’s five largest customers accounted for less
than 30% of the Group’s total turnover.

The aggregate purchases attributable to the Group’s five largest
suppliers accounted for less than 30% of the Group’s total purchases.

As at 31 December 2012, none of the Directors, their associates or
any shareholders (which to the best knowledge of the Directors own
more than 5% of the Company'’s share capital) had any interest in the
Group'’s five largest suppliers.

Corporate Governance

Report on the Company’s corporate governance position is set out in
“Corporate Governance Report” on pages 69 to 84.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, throughout the year ended 31
December 2012 and at the date of this report, there is sufficient public
float of not less than 25% of the Company’s total issued shares capital
as required under the Listing Rules.

Donations

During the year ended 31 December 2012, the Group made charitable
and other donations amounting to HK$3,782,000.

Connected Transactions and Directors’
Interests in Contracts

During the year ended 31 December 2012, the Group paid rent of
HK$960,000 and HK$600,000 to Goldex Investments Limited and
Galsheer Investments Limited respectively in which Mr. Ip Chi Shing and
Mr. Yip Tsz Hin, the Directors, have beneficial interests respectively.
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Connected Transactions and Directors’
Interests in Contracts continveq

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

Pre-emptive Rights
There is no provision for pre-emptive rights under the Company’s
Articles of Association or the Companies Law of the Cayman Islands,
which would oblige the Company to offer new shares on a pro-rata
basis to the existing shareholders.

Auditors

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as the auditors of the
Company.

On behalf of the Board
IP CHI SHING
Chairman

Hong Kong, 19 March 2013
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Statement of Compliance

The Company is committed to maintaining high standard of corporate
governance so as to achieve the Group’s objectives of maximizing
values for its employees, customers, suppliers, business partners and
shareholders, and safeguarding the interests of them. The Company
has complied with “Corporate Governance Code and Corporate
Governance Report” (previously known as “Code on Corporate
Governance Practice”) (the “CG Code”) contained in Appendix 14 of
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”)
throughout the year ended 31 December 2012 except that the
Company does not have a nomination committee. The reason for such
exception is stated below for ease of reference (CG Code provisions
A.5.1t0 Ab.4).

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”) as set
out in Appendix 10 to the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. After making specific
enquiries, all Directors have confirmed that they have fully complied
with the required standard as set out in the Model Code during the
year ended 31 December 2012.
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Corporate Gavernance Report

The Board

The Board’s principal duties are setting policies, monitoring the
execution of such policies, and providing supervision and assistance
to the overall management of the Group.

Composition of the Board

During the year ended 31 December 2012, the Board comprised a
total of eleven Directors, including four executive Directors, three non-
executive Directors and four independent non-executive Directors
and is chaired by Mr. Ip Chi Shing. The number of independent non-
executive Directors represents more than one-third of the Board
as required by Rule 3.10A of the Listing Rules. All non-executive
Directors and independent non-executive Directors are appointed for
a specific term until the closing of the next annual general meeting
at which each of them is being re-elected by the shareholders
of the Company. The list of Directors with their roles and functions
is available on the Company’s website and Stock Exchange’s
website.

Biographic details of the Directors are set out in the section of Directors’
and Management Executives’ Profiles on pages 52 to 57. Mr. Ip Chi
Shing is the brother of Mr. Yip Tsz Hin. Save as disclosed above, the
Directors are not otherwise related to each other.

The Company has received annual confirmations from all four
independent non-executive Directors in respect of their independence
as set out in Rule 3.13 of the Listing Rules. One of the independent non-
executive Directors possesses the appropriate professional accounting
qualifications and related financial management experience.

The Board regularly reviews its composition and membership to ensure
that it possesses the necessary skills, experience and diversity to
discharge its responsibilities effectively. The Company considers it is
more beneficial and efficient for the full board to perform the functions
of the nomination committee.

The Company has adopted procedures for the Directors to seek
independent professional advice in appropriate circumstances at the
Company’s expenses. New Directors are offered a comprehensive,
formal and tailored induction upon appointment.

Directors and officers liability and company reimbursement insurance
coverage has also been arranged.
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The Board (Continued)
Operation of the Board

During the year ended 31 December 2012, 5 regular Board meetings,
10 other Board meetings and 1 Non-executive Directors meeting
were held by the Board. The attendance of each Director at these
meetings is shown in the table below :

HITES Executive Directors:
EXSERERLERE ESgHMSBEER
Regular Board Other Board
Meetings Attendance Meetings Attendance
Rrerns Mr. Yip Tsz Hin 5/5 9/10
BEEEE Mr. Wong Kam Yim 4/5 9/10
TREREE Mr. Li Wai Man, Peter 5/5 10/10
At =REE Mr. Ho Sai Hou 5/5 10/10
BUFHTES: Independent Non-executive Directors:
EXSERERLERX ESoHMEBHER
Regular Board Other Board
Meetings Attendance Meetings Attendance
FELELE Mr. Wong Kong Chi 5/5 1/11
BB EE Mr. Au-Yeung Tsan Pong, Davie 5/5 1/11
FERKE Mr. Li Chak Man 5/5 1/11
HEFRE Mr. Ku Yuen Fun 5/5 1/11
FHTES: Non-executive Directors:
EXEEHERLEE ESgHMEBRHER
Regular Board Other Board
Meetings Attendance Meetings Attendance
BEEREEERE) Mr. Ip Chi Shing (Chairman) 4/5 7/11
BEEREE Mr. Tong Wui Tung 5/5 1/11
RBFEE Mr. Ng Siu Ping 5/5 1/11

FER ESEXFEFPTESREY
FEITEBRITT —RUEHTESHE

MEE -

O ARARFEARBTRERESEESR *
SR MPRSESHARINEBE
FEAAALEREBSE  RETE
EERERN EFERLAFETEH
THTREMESSEE  UMLERES
BRNHESSENEFLAFTERER
ZEH-

ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

During the year, Chairman of the Board held a meeting with non-
executive Directors and independent non-executive Directors without
the presence of executive Directors.

Five regular Board meetings were held during the year which involved
active participation, either in person or through electronic means of
communications, by all the attending Directors. Besides these regular
Board meetings, 10 other Board meetings were convened during the year
to approve routine business or discuss operational matters that required

the Board’s timely attention.
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The Board (Continued)
Operation of the Board (Continued)

The role of Company Secretary is to ensure that the Directors have
access to all necessary information and that all Board procedures are
followed. She is also responsible for offering opportunities of continuing
professional development to all Directors to develop and refresh their
knowledge and skills to help ensure that their contribution to the Board
remains informed and relevant. Directors are also provided with monthly
updates on the Company’s performance, position and prospects to
enable the Board as a whole and each Director to discharge their
duties. Ms. So Sze Wan, Lisa, Company Secretary of the Company, is
a full time employee of the Company. Ms. So has confirmed that she
has fulfilled the requirement of taking no less than 15 hours of relevant
professional training during the year under review.

Directors’ Training and Professional Development

As part of the Directors’ training programme put in place by the
Company, the Company Secretary provided a comprehensive update
training section on the corporate governance regime under the Listing
Rules including the requirement of new CG Code to the Board. At the
training section, the Company Secretary highlighted the implications
of the revised Listing Rules and the new CG Code to individual
Directors.

The Company, from time to time, also provides in-house trainings
for the Directors in the form of seminars, workshops and reading
materials on the latest development of applicable laws, rules and
regulations, management, financial and business issues to assist them
in discharging their duties and responsibilities.

All Directors are encouraged to participate in relevant professional
development seminars and courses. A summary of training received
by Directors during the year ended 31 December 2012 according to
the records provided by the Directors is as follows :
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The Board (Continued)
Directors’ Training and Professional Development

(Continued)
g Directors:
HEEXBRER
Type of Continuous Professional Development
LEER  EERER EEERUIMYEIN
HttiA@gRE W BB /0% HERE
Non-corporate
Corporate Governance, Governance related
regulatory development  training e.g. management/
and related topics financial/business topics
ETHEEER) Mr. Ip Chi Shing (Chairman) v v
Ereas Mr. Yip Tsz Hin v v
EeRAE Mr. Wong Kam Yim / v/
FEREE Mr. Li Wai Man, Peter v v
At REE Mr. Ho Sai Hou v v
BEESLE Mr. Wong Kong Chi v v
HEEHLE Mr. Au-Yeung Tsan Pong, Davie v v
TERKE Mr. Li Chak Man v v
HEFLE Mr. Ku Yuen Fun v v
BEREE Mr. Tong Wui Tung v v
RBFRE Mr. Ng Siu Ping v v
EEgRE Delegation by the Board
EFEY THE BOARD

EFERATLANRSELER &8
BEEE  REAREEZEE RETEH
EREMEMBAE  HETFANTEEHE
EEFHAESRZ EXBFERNBFHAGH
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The Board, as the highest governing body, is collectively responsible
for leading, planning and controlling the businesses of the Group, and
also for performing the corporate governance duties and functions
which are more specifically set out in the list of matters reserved for the
Board. The position of the Chairman of the Board is held by Mr. Ip Chi
Shing while the position of the chief executive officer is held by Mr. Wong
Kam Yim. As disclosed in the section below, the Company establishes
the Group Executive Committee and the chairman of which is Mr. Yip
Tsz Hin. The above structure is to ensure a clear distinction between
the Chairman’s duty to manage the Board and the management’s duty
to oversee the overall internal operation of the Group.

In order to simplify the decision making process and improve
effectiveness, since January 2012, Board Executive Committee has
been combined with the Group Management Committee to become
the Group’s highest management body. The new management body
has been renamed as Group Executive Committee (“GEC”) and is
chaired by Mr. Yip Tsz Hin, the deputy chairman of the Board. The
Board has delegated to GEC with board management responsibilities
including, but not limited to, formulating and implementing policies
and business strategies, as well as supervising the performance of the
Group’s different business segments.
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The Board (Continued)
Delegation by the Board (Continued)

THE BOARD (Continued)
A formal schedule of matters reserved for the Board is maintained and
is subject to regular review. The more important matters include :

° setting of long term objectives and strategies

° approving preliminary announcements of results

o approving annual budgets

o approving major capital expenditure, acquisitions and disposals

o establishing risk management policies

o approving connected transactions

° declaring and recommending the payment of dividends

° appointing new directors

o establishing Board committees

° reviewing and monitoring of internal control and risk management

o reviewing and monitoring the policies and practices on corporate
governance

° approving major policies and guidelines

GEC
GEC members

° Mr. Yip Tsz Hin (Chairman)

° Mr. Wong Kam Yim (the Chief Executive Officer, “CEQ”)

° Mr. Li Wai Man, Peter (the Chief Operations Officer, “COQ”)
° Mr. Ho Sai Hou (the Chief Financial Officer, “CFQ”)

° Mr. Kwong Kwok Chiu

o Mr. Ip Kwan

° Mr. Fung Ping Kwong

Duties and Responsibilities

o The GEC operates under a clearly defined terms of reference and
normally meets on a monthly basis.

e  Other than the matters reserved for the Board, GEC has the
power to manage all the business operations of the Group,
the major items being: assisting the Board in setting policy and
strategy, implementing the policy and strategic plan set by the
Board, motivating and controlling the business of the sub-groups,
monitoring and supervising the Group in respect of the support
functions or corporate services and co-ordinating the operations
of the sub-groups in order to achieve the best returns for the
Group.

—ZE—_—FEFH{ 2012 Annual Report 75



76

TEERRE
Corporate Governance Report

EEE

EEERE®)

Bl EEEE=BZEE%  HBAHH
£ZEE BENZEERZIRERRES
EEESEESRBHBEEESH
EEeRE

FHEREREERESR
THEBZHH

FHESEN _BZTAFAAMRL BH=
UFHTESRNUBLFATESA
—E-CH-B-BRZEEAFHNEES
BB - FHMEESTEACGRINENT ¢

o  RMIEFRTAERENEFGEH
B R

s NESTEREEMAESRER
EEEZHMBER R EE

e EEZHTESRSAEBEEZH
B

FHEESEcHESEECEHNAQH
KBS FRAIvARA - TR AT E A R E B RE
HERH -

BE-E——F+-A=1+—HILEFE "
FHEZEESRTT AR SHEZH
FEREBHEIWNT :

The Board (Continued)
Delegation by the Board (Continued)

The Board currently has three committees, namely the Remuneration
Committee, Audit Committee and Health, Safety and Environment
Committee. All of the Board committees are empowered by the Board
under their own terms of reference.

The Remuneration Committee and
Remuneration of Directors and Senior
Management

The Remuneration Committee was formed in June 2005. It comprises
three non-executive Directors and four independent non-executive
Directors and is chaired by Mr. Au-Yeung Tsan Pong, Davie. Mr. Ip
Chi Shing was appointed as member of the Remuneration Committee
on 1 January 2012. Major roles and functions of the Remuneration
Committee include :

° establishing a formal and transparent procedure for developing
remuneration policy

° making recommendation to the Board on the Group’s policy
and structure for the remuneration of Directors and senior
management

° determining the remuneration packages of all executive Directors
and senior management

The terms of reference of the Remuneration Committee is available
on the Company’s website, Stock Exchange’s website and from the
Company Secretary upon request.

During the year ended 31 December 2012, the Remuneration
Committee held one meeting and the attendance of each member is
shown in the table below :

HEE
24=] Member Attendance
B BB EE Mr. Au-Yeung Tsan Pong, Davie 1/1
BEEMEE Mr. Ip Chi Shing 1/1
RBFEE Mr. Ng Siu Ping 1/1
BESRLE Mr. Wong Kong Chi 1/1
BEEREE Mr. Tong Wui Tung 01
FERLE Mr. Li Chak Man 1/1
mEFEE Mr. Ku Yuen Fun 1/1

ER{CTEBEAER2AT Yip’s Chemical Holdings Limited
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The Remuneration Committee and
Remuneration of Directors and Senior
Management (continueq)

In the meeting, the Remuneration Committee approved the
remuneration packages of the Group’s executive Directors and
senior management effective from 1 January 2013 after considering
remuneration levels of comparable companies in the market. During
that year, the Remuneration Committee also reviewed the principles
and policies of the remuneration structure of the Group’s executive
Directors and senior management with reference to an external
consulting report, and submitted recommendations to GEC for further
discussion.

Directors’ emoluments consisted of payments to Directors in
connection with the management of the affairs of the Company and its
subsidiaries. The fees paid to each Director and senior management
for the year ended 31 December 2012 are set out in Note 6 to the
consolidated financial statements.

The Audit Committee

The Audit Committee was formed in November 1998 and comprises
three non-executive Directors and four independent non-executive
Directors and is chaired by Mr. Wong Kong Chi. Mr. Ip Chi Shing was
appointed as members of the Audit Committee on 1 January 2012.
Major duties of the Audit Committee include :

o reviewing financial information of the Group

° overseeing the Group’s financial reporting system and internal
control procedures

° monitoring of the relationship between the Group and its external
auditors

The terms of reference of the Audit Committee is available on the

Company’s website, Stock Exchange’s website and from the Company
Secretary upon request.
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The Audit Committee (Continued)

The Audit Committee held four meetings during the year ended 31
December 2012 and the attendance of each member at these meetings
is shown in the table below :

HE R
24=] Member Attendance
BEESE Mr. Wong Kong Chi 4/4
BEEMEE Mr. Ip Chi Shing 4/4
REBFEE Mr. Ng Siu Ping 4/4
BEERLE Mr. Tong Wui Tung 4/4
BB EE Mr. Au-Yeung Tsan Pong, Davie 4/4
ZER%EE Mr. Li Chak Man 4/4
mEFEE Mr. Ku Yuen Fun 4/4
EZEgEY  EREEE ! In these meetings, the Audit Committee :
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° reviewed the 2011 annual and 2012 interim results submitting
to the Board for approval and in doing so, the committee
focused on material deviations of the Group’s performance
from past year’s results, major areas of judgment, selection and
application of accounting policies and compliance with regulatory
requirements

o received reports from the internal audit department, discussed
material findings with the head of internal audit, reviewed the
adequacy of resources of the internal audit department and
approved the internal audit plan

° reviewed the effectiveness of the Group’s internal control system
in accordance with established guidelines and procedures

. discussed the audit plan with the Group’s external auditors and
assessed its independence with reference to its policies for
maintaining independence and reviewed the extent of non-audit
services provided

° approved the audit fees paid to the Group’s external auditors

An audit committee meeting was held on 14 March 2013 to review the
Group’s audited consolidated financial statements for the year ended
31 December 2012.
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Health, Safety and Environment
Committee

The Health, Safety and Environment (‘HSE”) Committee was
established on 1 January 2012 in order to enhance the awareness
of the importance of the HSE protection works to the Group. This
Committee comprises two non-executive Directors, namely Mr. Ip
Chi Shing and Mr. Ng Siu Ping and three independent non-executive
Directors, namely, Mr. Wong Kong Chi, Mr. Li Chak Man and Mr. Ku
Yuen Fun, and is chaired by Mr. Ku Yuen Fun. Major duties of the HSE
Committee include :

e the adoption of and reviewing of the Group’s HSE policies

° reviewing the Group’s appetite for HSE risk

. monitoring the Group’s environment for HSE matters, including
organization structure, reward and punishment systems, resource

inputs, operation culture, etc.

The terms of reference of the HSE Committee is available on the
Company’s website and from the Company Secretary upon request.

During the year ended 31 December 2012, the HSE Committee held
four meetings and the attendance of each member at these meetings

BEZHBRHEESOT is shown in the table below :

HER
RE Member Attendance
mERZ L Mr. Ku Yuen Fun 4/4
BEEHREE Mr. Ip Chi Shing 2/4
RBFEE Mr. Ng Siu Ping 4/4
BEESE Mr. Wong Kong Chi 4/4
FEREAE Mr. Li Chak Man 4/4

EZEERT ZZSENHEETERE
BERGEHEENESARE  ERZ2RE
RRBENERREFEERZEZKE -

In these meetings, the HSE Committee reviewed the monthly reports
drafted by the Group’s HSE department, supervised the implementation
of HSE policies as well as attended safety inspection of an operating
site.
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Accountability and Audit

Directors’ and Auditors’ responsibilities

The Directors acknowledge their responsibilities for preparing the
financial statements of the Group and their announcements to
shareholders and commit to the presentation of a balanced, clear and
comprehensive assessment of the Group’s performance, position and
prospects. The Board is not aware of any material uncertainties that
may cast significant doubt upon the Group’s ability to continue as a
going concern.

The Auditors’ reporting responsibilities are stated in the Auditors’
Report on pages 85 to 86.

Internal Control

The responsibilities of designing and implementing an appropriate
system of internal controls to provide reasonable assurance regarding
the reliability of financial reporting, effectiveness and efficiency of
operations and compliance with applicable laws and regulations rest
with the management as directed by the Board.

The internal audit department was set up in 1997 to monitor
independently the implementation of the internal control procedures,
compliance with group policies and to make recommendations on the
effectiveness of the internal control system. The head of internal audit
reports to the Chief Operating Officer and to the Audit Committee.

During the year ended 31 December 2012, the Board has conducted
a review of the effectiveness of the system of internal control of the
Group following the guidance note on the Group’s Internal Control
System revised in 2008 and 2010. The revised guidance note makes
reference to the new management structure to be effective in 2012
and places emphasis on the effective implementation of risk reduction
action plans.
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Auditors’ Remuneration

For the year ended 31 December 2012, the fee paid/payable to the
Group’s external auditors, Messrs. Deloitte Touche Tohmatsu, is set
out as follows :

et EfER

FriRfit 2 BR#% Services rendered Fee paid/payable

FET

HK$’ 000

B Audit services 3,945
BRI Non-audit services

BiIE PR A% Taxation services Q0

EHREBHRE Interim review 670

BERAES Audit of provident fund 19

BRiER
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Shareholders’ Rights

The Company has only one class of shares. All shares shall have
the same voting rights and shall be entitled to all dividend declared.
The rights of our shareholders are set out in, amongst other things,
the restated articles of association (the “Restated Articles”) and the
Companies Law of the Cayman Islands.

Rights and Procedures for Shareholders
to convene a General Meeting

Pursuant to Article 68 of the Restated Articles, a general meeting shall
be convened on the written requisition of any two or more shareholders
deposited at the principal place of business of the Company in Hong
Kong or, in the event the Company ceases to have such a principal
office, the registered office specifying the objects of the meeting and
signed by the requisitionists, provided that such requisitionists held as
at the date of deposit of the requisition not less than one-tenth of the
paid-up capital of the Company which carries the rights of voting at the
general meeting.

A general meeting may also be convened on the written requisition of any
one shareholder which is a recognized clearing house (or its nominee)
deposited at the principal place of business of the Company in Hong
Kong or, in the event the Company ceases to have such a principal
office, the registered office specifying the objects of the meeting and
signed by the requisitionist, provided that such requisitionist held as
at the date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company which carries the right of voting at the
general meeting of the Company.
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Rights and Procedures for Shareholders
to convene a General Meeting (continued)

If the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting to be held within
a further 28 days, the requisitionist(s) themselves or any of them
representing more than one-half of the total voting rights of all of them,
may convene the general meeting in the same manner, as nearly as
possible, as that in which meetings may be convened by the Board
provided that any meeting so convened shall not be held after the
expiration of three months from the date of deposit of the requisition,
and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to them by the
Company.

Right to put enquiries to the Board

Shareholders may send their written enquiries to the Board by
post (Company’s head office and principal place of business: Yip’s
Chemical Building, 13 Yip Cheong Street, On Lok Tsuen, Fanling, New
Territories, Hong Kong) or by e-mail through the Company’s website
(please refer to “Contact Us” at www.yipschemical.com).

Shareholders’ Meetings

The Board strives to maintain an on-going dialogue with the shareholders
of the Company (the “Shareholders”) and in particular, through annual
general meeting to communicate with Shareholders directly.

The 2012 annual general meeting (“AGM”) was held on 25 May 2012.
The attendance of each Director at this meeting is shown in the table
below :

HITES . Executive Directors:
BREBFASHER
AGM Attendance
BE7EEE Mr. Yip Tsz Hin 1/1
BEEEE Mr. Wong Kam Yim 1/1
FEREE Mr. Li Wai Man, Peter 1/1
Attt Z 4 Mr. Ho Sai Hou 1/1
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B R =) Shareholders’ Meetings (contined)
BEHITES Independent Non-executive Directors:

BRBFAGHEE

AGM Attendance

BEELE Mr. Wong Kong Chi 1/1
EREEHLEE Mr. Au-Yeung Tsan Pong, Davie 1/1
TERKE Mr. Li Chak Man 11
mEFEE Mr. Ku Yuen Fun 1/1
FHITES Non-executive Directors:

BRREFRKEHER

AGM Attendance
BEEREE Mr. Ip Chi Shing 1/1
BEREE Mr. Tong Wui Tung 1/1
RBFRE Mr. Ng Siu Ping 1/1
BE-_Z——F+-A=+—-HLFE" During the year ended 31 December 2012, there is no significant
AARNERERIMLEENES - & change in the Company’s constitutional documents. The latest version
JIERMAMBIRH MRS B EHNAR A 7 KB of the Restated Articles is available on the Company’s website, Stock
R R > WA EARREERREHRE Exchange’s website and from the Company Secretary upon request.
R o
T ERMEFERBRBMR Investor Relations and Communication
with Shareholders

AEBRPAEREERBRARFIERESR The Group has a deep appreciation of the importance of maintaining
WEZEM - Bt AEE-HHEEEER effective communication with investors and shareholders. Hence,
BREFEHRIFENE T BHERR in a bid to raise its transparency, it has been keeping an active and
EBNER  DREAXREENERE - continued dialogue with investors and shareholders while providing

them with timely and accurate information.
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Investor Relations and Communication
with Shareholders continueq)

The Group’s Corporate Communications Department regularly
maintains timely and effective communication with investors and
shareholders through different channels to update them on the
development of the Group’s businesses. In 2012, about 80 meetings
were held with local, mainland and overseas shareholders as well as
investors, fund managers and analysts; and the Group also participated
in over 40 telephone conferences; and met over 20 investors during
roadshows in Hong Kong, the mainland and overseas to introduce
the Company. In addition, visits to different plants for more than 30
investors were also arranged to give them a deeper understanding of
the Group’s strategies and business development.

In 2012, immediately after the announcement of interim results and
annual results respectively, conferences were held so that management
could give a briefing on the Group’s operating results, financial situation
and prospects and answer any question raised. At the annual results
investor conference, a webcast will also be arranged so that mainland
and overseas investors who were unable to attend the conference in
personwere brought uptodate onthe Group’s performance. Immediately
following each resultannouncement, meetings or telephone conferences
with investors and shareholders at home and abroad were also actively
conducted to provide them with an in-depth knowledge of the Group’s
business performance and development strategies. In addition to
communicating at the institutional investor level, the Group will also
organise media and broker gatherings as a way to strengthen the
Group’s profile and exposure with retail investors. The Group will also
hold an annual general meeting every year so as to maintain two-way
communication with shareholders.

In addition to result announcements, the Group will also distribute
quarterly e-newsletters to investors, issue press releases regularly and
communicate with investors and shareholders on the Group’s latest
news through e-mails. To ensure that investors and shareholders can
get hold of the Group’s important information on a fair and timely basis,
the Group will also upload announcements, briefings, press releases
and annual reports on its website to make it easier and quicker for
them to access any information they need.

By upholding the principle of timely, fair and open disclosure, the Group
will continue to communicate actively with investors and shareholders
through effective channels so as to maintain a high degree of
transparency in corporate information.
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TO THE SHAREHOLDERS OF YIP’'S CHEMICAL HOLDINGS
LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Yip’s
Chemical Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 87 to 188,
which comprise the consolidated statement of financial position as at
31 December 2012, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ Responsibility for the
Consolidated Financial Statements

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion 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.
We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

—ET—_HEF#® 2012 Annual Report
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EK{LITEEBR2LT Yip’s Chemical Holdings Limited

Auditor’s Responsibility (continued)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors
of the Company, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2012
and of the Group’s profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

19 March 2013
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Consolidated Statement of Comprehensive Income

BE-2——H+=-A=+—HILEE For the year ended 31 December 2012

—E-C—F —E——F
2012 2011
FiE FE T FE T
Notes HK$’000 HK$’000
4] Turnover 5 8,894,409 8,275,569
SHERA Cost of sales (7,394,484) (7,136,0893)
EA Gross profit 1,499,925 1,139,486
Hug A Other income 59,683 94,630
Hib =R EE Other gains and losses 7 16,491 59,005
HERKHEH Selling and distribution expenses (387,304) (348,169)
THEH Administrative expenses (726,194) (619,193)
FEER Interest expense 8 (41,257) (28,742)
BRF A= F Profit before taxation 9 421,344 297,017
g Taxation 10 (81,455) (54,850)
IRELHF Profit for the year 339,889 242 167
Hit2mEUE (ki) Other comprehensive income (expense)
ErEMEE ZERE4E Exchange differences arising on translation 38,363 108,505
RERS¥TREFEE Net adjustments on cash flow hedges (4,451) (8,830)
8 Az HEYERER Revaluation of leasehold properties
BREMERER for own use upon transfer to
investment properties 38,321 -
REZHEWNREEE Total comprehensive income for the year 412,122 341,842
IRF AR (L7 EE Profit for the year attributable to:
RATRER Owners of the Company 276,302 201,344
RS Non-controlling interests 63,587 40,823
339,889 242 167
REZHEREELDEE Total comprehensive income
for the year attributable to:
ARATRE Owners of the Company 345,627 286,772
RS Non-controlling interests 66,495 55,070
412,122 341,842
BREF Earnings per share 12
— EAx - Basic HK49.4 cents #{ll  HK36.3 cents &l
- 8 — Diluted HK49.3 cents #Bfli  HK36.1 cents &1l

—ZE—_—FE&H 2012 Annual Report
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Consolidated Statement of Financial Position

R=ZZT—=—F+=H=+—H At 31 December 2012

—E-C—F —E——F
2012 2011
BT FE T FE T
Notes HK$’000 HK$’000
FRBEE Non-current assets
WE - BEKREZE Property, plant and equipment 13 1,453,531 1,153,357
FEff T ihFEE Prepaid lease payments 14 212,809 218,518
REYE Investment properties 15 66,300 -
GRS Goodwill 16 69,574 71,462
BEEE Intangible assets 17 13,215 19,204
AR ERE Available-for-sale investment 18 23,421 23,167
BEWE  BMEKRE Deposits paid for acquisition of property,
Rt fFERETS plant and equipment and land use rights 73,723 47,017
HiERBEE Other non-current asset 19 4,600 4,600
1,917,173 1,637,325
REEE Current assets
78 Inventories 20 870,332 877,150
FEUR BR =R K FE U ZE 15 Trade and bills receivables 21 3,073,440 2,560,983
Hib IR R B RIE Other debtors and prepayments 21 310,819 295,678
AT LiiEE Prepaid lease payments 14 4,990 5,003
EHRITIER Short-term bank deposits 22
—A={ER REIH — with original maturity within
three months 218,540 120,128
—ZR=EAEEH — with original maturity more
than three months 19,128 445,337
IRITHBRIES Bank balances and cash 22 728,632 596,024
5,225,881 4,900,303
AR EHENERE Asset classified as held for sale 13 - 2,814
5,225,881 4,903,117
REEE Current liabilities
EFERFRRESEA Creditors and accrued charges 23 1,566,672 1,386,825
i INETEN Taxation payable 71,990 77,028
PTESRIA Derivative financial instruments 24 7,451 2,795
RITEE - —FAZH Bank borrowings — amount due
within one year 25 923,027 938,600
2,569,140 2,405,248
RBEETFE Net current assets 2,656,741 2,497,869
HEERRBARS Total assets less current liabilities 4,573,914 4,035,194

ER{TEBEAER2AT Yip’s Chemical Holdings Limited
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Consolidated Statement of Financial Position

—E-C—F —E——F
2012 2011
FiE FE T FE T
Notes HK$’000 HK$’000
FREBEE Non-current liabilities
PTESRIA Derivative financial instruments 24 8,120 11,052
RITEE - —FRIH Bank borrowings — amount due
after one year 25 1,451,250 1,220,833
g 0n) = NG EERYN Consideration payable for acquisition of
EREMAZRE additional interests in a subsidiary - 2,400
EERIEEE Deferred tax liabilities 26 11,273 8,848
1,470,643 1,243,133
3,103,271 2,792,061
BARFEE Capital and reserves
A Share capital 27 56,186 55,515
& Reserves 2,677,010 2,416,766
AR RREGER Equity attributable to owners
of the Company 2,733,196 2,472,281
FEiEpR RS Non-controlling interests 370,075 319,780
3,103,271 2,792,061
HOTHZEF188EZAEMEREE R The consolidated financial statements on pages 87 to 188 were
Z—=F=ZA+NBEESGMERTE approved and authorised for issue by the Board of Directors on 19
Tz WAHUTRERESE March 2013 and are signed on its behalf by:
EE EE DIRECTOR DIRECTOR
BERERELE BETHEE Mr. Ip Chi Shing Mr. Yip Tsz Hin

—Z—_HEFEFH 2012 Annual Report 89
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Consolidated Statement of Changes in Equity

BE-Z—_—F+=HA=1+—HBILEE For the year ended 31 December 2012

BRNALARR A
Atributable to owners of the Company
FRE AT BRER  MREf 2R
BE B i B B
BE  BARE  Shee  Non-  HPBE ENEE  iRBE  Catd  Popety REEA Non-
Share  Share  option distrbutable  Hedging  Translation Legal redemption  revaluation  Retained i contoling it

captal  premum  reseve  reseve  reseve  reseve  reseve  reseve  reseve  profits Total interests Total
Tén TR TR i TEn TR T TEn TR TR TEn TR TEn
HKG000  HKS000  HKOOD  HKS00  HKSOOD  HKOOD  HKS000  HKSOOD  HKBOOD  HKSO00  HKSOOD  HKSOOD  HKS000

HZE--%-F-§ At1 January 2011 55304 587,804 30600 67,715 [(717)  386% 2789 5416 - 128121 227147 295808 2,592,966
KEEH Proft for the year - - - - - - - - B ) VS .74 IV
RfEMELZERZE  Bxchagediierencesarsing on tranaion - - - - - st - - - - 44 13601 108505
RenENERTE Netacustments on cash fow hedges - - - - %) - - - - - %) % (BEN)
AERE (%4) Tota comprehensiie (expense)
izt income or e year - - - - %) g - - - N3 BTS00
it Sub-otdl 55304 587,804 3060 67716 (11103) 428460 22789 5416 - 1429465 2583919 30878 2,984,797
RERBEERSS Shares ssued atpremium
itk Upon exercise of share options AT (o06) - - - - - - - -
RETRATEL2ER Expenses incurred i comnection
ithissue of shares = (16) = - - - - - - - (16) = (16)
ENELR Acouiston of adaitona nterest
JENER () na subsidiary (Note 35) - - - - - 8384 - - - (5,099) 3285 (19285)  (16,000)
TERRATZER Exchange diferences reeased
28 Upon deregistaton of a subsicary - - - - - [410) - - - 40 - - -
8% Tansfe - - - - - - 11T - - (1178 - - -
2fie Dhdends peic - - - - - - - - - (1211 (211) - (111
ERREATEER Dhidends paid to non-controling
DS shareholders ofa subsidary - - - - - - - - - - - (1181 (11819)
RE——EF+ZR=1-8  At31 Decemboer 2011 55515 595,690 2154 6176 (11103) 431448 34547 5416 - 1200004 2472281 319780 2,792,061
KEHA Proft for the year - - - - - - - - - 26302 26302 63587 339,889
RfEMELZER 2R Exchange diferences arsing on ranslaion - - - - - B - - - - %A a8 3836
BeREHHEETE Net agjusiments on cash fow hedges - - - - (4489) - - - - - (4e8) 7 )
HEACRENENERE Revauaton of asehold popertes
RENERER for 0w use upon transfer
o nvesiment propertes - - - - - - - - B3 - B3 - B3
KEAE (Rh) WEBE Tod compreensie proensy
icome for e e - - - - e Bm - - ORW MW MEET G5 4
it Sub-otdl 55515 595,690 215 67715 (15571) 466915 34547 5416 38321 1567206 2817908 386275 3,204,183
RERBEERSS Sheres ssue atpremium upon
k28 exercise o share opions m 306 (385) - - - - - - - -
RERATELZER Expenses incured in connecton
ith ssue of sates - ] - - - - - - - - () > ()
HHERERER Shere optons canceled and
ZREE transfr o retaned profs - - (t5) - - - - - - 15 - - -
B} 1A Exchange diferences reeased upon
EXZE deregistration o subsicaries - - - - - 305 - - - [3019) - - -
8% Tansfe - - - - - - 5% - - (54 - - -
2fks Dividends paid 594 3482 - - - - - - - (122886)  (87,466) - (B7466)
ERREATEER Dhidends paid to non-controling
e shareholders f a subsidiry - - - - - - - - - - - (16200 (6,200)
RAZZ-ZEFCA=1-R  At3f December 2012 56,186 633,578 175 6775 (15571) 469930 39978 5416 3831 1435804 2733196 370075 3103211
o] 73 R 15 2B 40 1A B K P O BT B & The non-distributable reserve represents capitalisation of retained
ABREENARERBRERUTRE profits of certain subsidiaries established in Mainland China for capital
Z2E® (AR UNEFEBBIINERE re-investment in these subsidiaries and funds shall be used to (i) make
EEE- up prior year losses or (i) expand production operations.
REBARUDIKZEE R ERD BN The legal reserve is non-distributable and represents the transfer
BARRBABEEMME 2 EEERBEA of profits of a subsidiary outside Hong Kong pursuant to the legal
ZimAl o requirements in the relevant place of registration.

90 ERK{IE£EAMRAT Yip’s Chemical Holdings Limited
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Consolidated Statement of Cash Flows

BE-Z—_—F+=A=1+—HILEE For the year ended 31 December 2012

—E-C—F —E——F
2012 2011
FExT FExT
HK$’000 HK$’'000
REELZHER Cash flows from operating activities
KRR A Profit before taxation 421,344 297,017
UL % Adjustments for:
B EE#E Amortisation of intangible assets 6,163 6,321
FEAT L AE S S Release of prepaid lease payments 5,831 3,486
M BMEREREZITE Depreciation of property, plant and equipment 84,633 78,915
REYE D EZM Increase in fair value of investment properties (16,900) -
TESRMIANRE Fair value change on derivative
pd- 114 financial instruments 1,579 5,498
FEER Interest expense 41,257 28,742
FIEWA Interest income (16,563) (20,175)
AREEREZRE Dividend income from available-for-sale
A investment - (8,590)
HE FHEYE  BE Loss (gain) on disposal/written-off of property,
RN L ithfE AR plant and equipment and land use rights 2,323 (3,972)
258 ()
HEFELEMEN KGR Gain on disposal of property held for sale (1,749) =
RIFRIEM Allowance for bad and doubtful debts 18,192 3,128
Bl B MR AR %M 2 FRIE Amounts recovered from doubtful debts (34) (94)
FEERRZRE Impairment loss recognised in respect
E5i8 of goodwill 1,888 =
EARARRF&R Effect of foreign exchange rate changes
ZERERE on inter-company balances (8,962) (10,333)
RETEEESEFRIZ Operating cash flows before movements
REEBRERN in working capital 539,002 379,943
FERA () Decrease (increase) in inventories 15,591 (87,486)
FEUR BRI FE U B3 N Increase in trade and bills receivables (501,310) (516,097)
HbEWARF R FBSFIER AN Increase in other debtors and prepayments (10,767) (55,896)
FE(SBR TR R FEST & FA3E AN Increase in creditors and accrued charges 161,561 140,670
EEMELE(ER)Z2EE Cash generated from (used in) operations 204,077 (138,866)
SZREBFEH Hong Kong Profits Tax paid (155) (2,347)
FATHPERFE 2SR Enterprise Income Tax in Mainland China paid (84,910) (70,322)
G ESE (FA) Net cash from (used in) operating
ZEBES activities 119,012 (211,535)

—ZE—_—FE&H 2012 Annual Report o1



RERERER

Consolidated Statement of Cash Flows

—E-C—F —E——F
2012 2011
FExT F&xT
HK$’000 HK$’'000
REEBZBRER Cash flows from investing activities
REZR=EA Bz Withdrawal of short-term bank deposits with
SEHEIRITER original maturity more than three months 581,377 343,095
BFAZR=EAZRHz Placement of short-term bank deposits with
FEEIRITER original maturity more than three months (155,168) (438,344)
BEYE  BENRRE Purchase of property, plant and equipment (347,680) (203,480)
WEBYIZE - B KRR Deposits paid for acquisition of property,
fETE plant and equipment (73,723) (47,017)
FEAT L AR S IE 0 Addition to prepaid lease payments (2,902) (95,182)
HENE BRERZER Proceeds from disposal of property,
= ith f5F FARE Pl 2 FRIE plant and equipment and land use rights 12,678 24,090
HEFIELEWEMER Proceeds from disposal of property held for sale 4,623 -
2 UWFIE Interest received 16,563 20,175
WiEE ERE Acquisition of intangible assets (124) =
AEEHERENZ K Dividend received from available-for-sale
BRE investment - 8,590
REFEBEE(EA)
ZFEE Net cash from (used in) investing activities 35,644 (388,073)
RMEEKZHER Cash flows from financing activities
ERMITER Bank loans raised 2,504,428 3,011,010
EEZERITER Repayment of bank loans (2,289,584) (2,087,410)
RS Dividends paid (87,466) (122,114)
AR Interest paid (41,257) (28,742)
SASHIEE A R R Dividends paid to non-controlling
IRERRE shareholders of subsidiaries (12,206) (15,309)
EEHITESMIAEFE Net settlement of derivative financial instruments (4,306) (8,174)
BT TS FIE Proceeds from issue of shares 2,757 7,207
BIRMER Share issue expenses 3 (16)
LRSI N Al iR Payment on acquisition of additional interests
AR in a subsidiary - (13,600)
RIEXBEMEEZFRS Net cash from financing activities 72,363 742,852
HERRESEREFIEM Net increase in cash and cash equivalents 227,019 143,244
AEPREZRERIVEEEE  Cash and cash equivalents at beginning of the year 716,152 557,833
ERESBIEE 2HE Effect of foreign exchange rate changes 4,001 15,075
RERF IS NIMELEE  Cash and cash equivalents at end of the year 947,172 716,152
RERRESEEEHIN Analysis of balances of cash and cash equivalents
RITERRIES Bank balances and cash 728,632 596,024
R=ERAEEZ Short-term bank deposits with original
SEHEIRITER maturity within three months 218,540 120,128
947,172 716,152

02 HER{IEEAMRALT Yip's Chemical Holdings Limited



AR R M =
Notes to the Consolidated Financial Statements

BE-Z—_—F+=A=1+—HILEE For the year ended 31 December 2012

1. &5

1. General

ARAAR-—EERSHSEMA L
ZRELR HRONREBHEX
SIERAR(BARAT]) £ o 4
DRAZEAMPEERERE XM
RAFHRABRDERAWE

REMBBRELNBIRY  mMA
RAZHEEBRARB(AR
WD) ARFREBRLERHER
ERzEE  RERAARRM TS
REEZAERZARAT > MAEP
DIREFENVNES -

ARARAR/-—BEREZERAF HE
EWE“T%E%@&Ea@E
BRI R EB M o

The Company is an exempted company incorporated in the
Cayman Islands and its shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). 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 while the functional currency of the Company is
Renminbi (“RMB”). The reason for selecting Hong Kong dollars
as its presentation currency is because the Company is a public
company with the shares listed on the Stock Exchange, where
most of its investors are located in Hong Kong.

The Company is an investment holding company. Its principal

subsidiaries are engaged in the manufacture of and trading in
solvents, coatings and lubricants.
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Notes to the Consolidated Financial Statements

2. FiIiTRBETEHEEME 2. Application of New and Revised Hong
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94 EX{ITEEAMRAT Yip’'s Chemical Holdings Limited

Kong Financial Reporting Standards
(“HKFRS”’s)

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”).

Amendments to Deferred tax: Recovery of

HKAS 12 underlying assets
Amendments to Financial instruments: Disclosures
HKFRS 7 - Transfers of financial assets

Except as described below, the application of the amendments
to HKFRSs in the current year has had no material impact on the
Group’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.

Amendments to HKAS 12 “Deferred tax: Recovery of
underlying assets”

The Group has applied for the first time the amendments to HKAS
12 “Deferred tax: Recovery of underlying assets” in the current
year. Under the amendments to HKAS 12, investment properties
that are measured using the fair value model in accordance with
HKAS 40 “Investment property” are presumed to be recovered
entirely through sale for the purposes of measuring deferred taxes,
unless the presumption is rebutted in certain circumstances.

The Group measures its investment properties using the fair
value model. As a result of the application of the amendments to
HKAS 12, the directors reviewed the Group’s investment property
portfolios and concluded that none of the Group’s investment
properties are held under a business model whose objective is
to consume substantially all of the economic benefits embodied
in the investment properties over time. Therefore, the directors
have determined that the “Sale” presumption set out in the
amendments to HKAS 12 is not rebutted.

The application of the amendments to HKAS 12 has resulted in
the Group not recognising any deferred taxes on changes in fair
value of the investment properties as the Group is not subject to
any income taxes on disposal of its investment properties.
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REMBREME

Notes to the Consolidated Financial Statements

2. Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

Amendments to HKAS 12 “Deferred tax: Recovery of
underlying assets” (Continued)

The application of the amendments to HKAS 12 has had no effect
on the consolidated statement of comprehensive income for the
year ended 31 December 2011 and the consolidated statement
of financial position as at 31 December 2011 and 1 January 2011.
Accordingly, the consolidated statement of financial position as at
1 January 2011 is not presented. The effect of the application of
the amendments to HKAS 12 in the current year is summarised
as follows:

Effect in the consolidated statement of financial position at 31

HEHMBMRERZHE December 2012
FET
HK$’'000
EEFIEEERD Decrease in deferred tax liabilities 9,112
VB (L EEIE M Increase in property revaluation reserve 6,323
R B8 % A3 A0 Increase in retained profits 2,789
9,112

$EEr—_ T _—F+-HA=1+—H
CHRATE N R

Effect in the consolidated statement of comprehensive income
for the year ended 31 December 2012

FET

HK$’000

HIERD Decrease in taxation 2,789

7RG 4RI N Increase in profit for the year 2,789
Hib 2w Other comprehensive income

Y B LA EEM Increase in property revaluation reserve 6,323

7RG 2T IR 25 4R BRI N Increase in total comprehensive income for the year 9,112
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2. METRIBETHHAMRE
REEUNOER @

2. Application of New and Revised Hong
Kong Financial Reporting Standards

FAEETERE125% 2 85T BT
B - WEIHERAEE |(@)

(“HKFRS”S) (Continued)

underlying assets (Continued)

Amendments to HKAS 12 Deferred tax: Recovery of

HERERBF 2% Impact on basic earnings per share AL
HK cents
BE—_ZT——F4+_H For the year ended 31 December 2012
=+—HIEFE
TR BRERER Basic earnings per share before adjustments 48.9
HETBUREE M Adjustments arising from change in
THIE B EH A% accounting policy in relation to:
—MREWEZIEL — application of amendments to HKAS 12 in respect of
HEEREES deferred taxes on investment properties
ZERIZE 12557 Z 85T 0.5
EHREREREF] Reported basic earnings per share 49.4
HERBERANZE Impact on diluted earnings per share AL
HK cents
BE_ZE—_—F+=H For the year ended 31 December 2012
=t—HIUEFE
FEABREEER Diluted earnings per share before adjustments 48.8
HE s BeREE M Adjustments arising from change in accounting policy
T5IE B {EH FA% in relation to:
—MIREWEZIEL — application of amendments to HKAS 12 in respect of
HEEREAST deferred taxes on investment properties
AR 5E1255 2185 05
SR EREERF] Reported diluted earnings per share 49.3

96 ERX{I£EHAMRAT Yip’'s Chemical Holdings Limited
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REMBREME

Notes to the Consolidated Financial Statements

2. Application of New and Revised Hong

Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

Amendments to HKFRS 7 “Disclosures — Transfers of
financial assets”

The Group has applied for the first time the amendments to
HKFRS 7 “Disclosures — Transfers of financial assets” in the current
year. The amendments increase the disclosure requirements for
transactions involving the transfer of financial assets in order
to provide greater transparency around risk exposures when
financial assets are transferred.

The Group endorsed certain bills receivables to creditors to settle
the trade payables to them. In prior year, the Group also discounted
certain bills receivables to banks for cash with recourse. If the bills
receivables are not paid at maturity, the creditors and the banks
have right to request the Group to pay the unsettled balance. As
the Group has not transferred the significant risks and rewards
relating to the receivables, it continues to recognise the full
carrying amount of the receivables and the relevant payable to
creditors and the cash received as secured borrowings (see
note 25) until maturity. The relevant disclosures have been made
regarding the transfer of these bills receivables on application of
the amendments to HKFRS 7 (see note 21). In accordance with
the transitional provisions set out in the amendments to HKFRS
7, the Group has not provided comparative information for the
disclosures required by the amendments.
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2. METRIBETHEME
REENNOER @

2. Application of New and Revised Hong
Kong Financial Reporting Standards
(“H KFRS”S) (Continued)

EMRMEE R ENZ T REE
AIERMBREEA

AEBELEEFRATIEEME
s RAE 2 HR] AT 2 28] -

New and revised HKFRSs issued but not yet effective

The Group has not early applied the following new or revised
standards that have been issued but are not yet effective.

BRHBREER 28 ERIHHEEN Amendments to HKFRSs ~ Annual improvements to HKFRSs
“EENEE 2009 - 2011 cycle!
2R
ZEEYE!

ERUNRSENES BT RE-RHEHEER Amendments to HKFRS 7 Disclosures - Offsetting financial assets and
SHREE financial liabilities’

ERIERS SRR ERIHHEEN Amendments to HKFRS 9 Mandatory effective date of HKFRS 9
EROEREEAESR E95 2 RHENAH and HKFRS 7 and transition disclosures?

A ) RBERE’

ERIBREEE 08 GRuRHRR  ARZH Amendments to HKFRS 10, Consolidated financial statements, joint
BEMBREEAE NS RiHbEE 2R HKFRS 11 and HKFRS 12 arrangements and disclosure of interests in
RERHHRSE % BEE other entities: Transition guidance’

Eab o)

ERIEREEEE08 REBR Amendments to HKFRS 10, Investment entities?
BEUMBRERAE 28R HKFRS 12 and HKAS 27
B EaEE BT

ERUERS RS SHIR HKFRS 9 Financial instruments?

ERIERSEAE 08 GRUBHRE HKFRS 10 Consolidated financial statements'

EROERSEAENS AEZH HKFRS 11 Joint arrangements’

ERIEREENE 28 REMER EGEE' HKFRS 12 Disclosure of interests in other entities'

ERRBREENE DfEE HKFRS 13 Fair value measurement’

EREEDE10% EEREA HKAS 19 (Revised 2011)  Employee benefits’

(R=B-—%43])

EREHENETH BUMERE HKAS 27 (Revised 2011)  Separate financial statements'
(R=B--F)

BReER Eek REENARAELE HKAS 28 (Revised 2011)  Investments in associates and joint ventures'
(R=B——%43]) ZRE

ERETENSIR(EET) Hp2EUEER Amendments to HKAS 1 Presentation of items of other comprehensive

225 income*
BRSHENEDR(RBT)  HEEREER Amendments to HKAS 32 Offsetting financial assets and financial
ERAE liabilities?

BAERUBREIREES) BRBRLEER HK(FRIC) - INT 20 Stripping costs in the production phase of

~REE08 TR a surface mine!

08 ER{I£EAMRAT Yip’s Chemical Holdings Limited
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REMBREME

Notes to the Consolidated Financial Statements

2. Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

New and revised HKFRSs issued but not yet effective
(Continued)

1

4

Effective for annual periods beginning on or after 1 January 2013.

Effective for annual periods beginning on or after 1 January 2014.

Effective for annual periods beginning on or after 1 January 2015.

Effective for annual periods beginning on or after 1 July 2012.

HKFRS 9 Financial instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities for derecognition.

Key requirements of HKFRS 9 are described as follows:

All recognised financial assets that are within the scope
of HKAS 39 “Financial instruments: Recognition and
measurement” are subsequently measured at amortised
cost or fair value. Specifically, debt investments that are
held within a business model whose objective is to collect
the contractual cash flows, and that have contractual cash
flows that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised
cost at the end of subsequent accounting periods. All other
debt investments and equity investments are measured
at their fair values at the end of subsequent reporting
periods. In addition, under HKFRS 9, entities may make an
irrevocable election to present subsequent changes in the
fair value of an equity investment (that is not held for trading)
in other comprehensive income, with only dividend income
generally recognised in profit or loss.
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2. Application of New and Revised Hong

Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

HKFRS 9 Financial instruments (Continued)

° With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 requires the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes
in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or
loss. Changes in fair value of financial liabilities attributable
to changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under HKAS
39, the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or
loss was presented in profit or loss.

HKFRS 9 is effective for the Group for annual period beginning on
1 January 2015, with earlier application permitted.

Except for available-for-sale investment, the directors anticipate
that the application of HKFRS 9 will not affect the classification and
measurement of the Group’s other financial assets and liabilities as
at 31 December 2012. Regarding the Group’s available-for-sale
investment, it is not practicable to provide a reasonable estimate
of that effect until a detailed review has been completed.

New and revised standards on consolidation, joint
arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation, joint
arrangements, associates and disclosures was issued, including
HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (Revised 2011) and
HKAS 28 (Revised 2011).
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Notes to the Consolidated Financial Statements

2. Application of New and Revised Hong

Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures (Continued)

HKFRS 10 replaces the parts of HKAS 27 “Consolidated and
separate financial statements” that deal with consolidated
financial statements and HK (SIC) — INT 12 “Consolidation
— Special purpose entities” will be withdrawn upon the effective
date of HKFRS10. HKFRS 10 includes a new definition of control
that contains three elements: (a) power over an investee, (b)
exposure, or rights, to variable returns from its involvement with
the investee, and (c) the ability to use its power over the investee
to affect the amount of the investor’s returns. Extensive guidance
has been added in HKFRS 10 to deal with complex scenarios.

HKFRS 12 is a disclosure standard and is applicable to entities
that have interests in subsidiaries, joint arrangements, associates
and/or unconsolidated structured entities. In general, the
disclosure requirements in HKFRS 12 are more extensive than
those in the current standards.

In July 2012, the amendments to HKFRS 10, HKFRS 11 and
HKFRS 12 were issued to clarify certain transitional guidance on
the application of these five HKFRSs for the first time.

These five standards, together with the amendments relating to
the transitional guidance, are effective for the Group for the annual
period beginning on 1 January 2013 with earlier application
permitted provided that all of these standards are applied at the
same time.

Other than the application of the disclosure standard of HKFRS
12 which will result in more extensive disclosures, the directors
consider that the application of the other four standards may not
have significant impact on amounts reported in the consolidated
financial statements.
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Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

HKFRS 13 Fair value measurement

HKFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements.
This standard defines fair value, establishes a framework for
measuring fair value, and requires disclosures about fair value
measurements. The scope of HKFRS 13 is broad; it applies to
both financial instrument items and non-financial instrument
items for which other HKFRSs require or permit fair value
measurements and disclosures about fair value measurements,
except in specified circumstances. In general, the disclosure
requirements in HKFRS 13 are more extensive than those in
the current standards. For example, quantitative and qualitative
disclosures based on the three-level fair value hierarchy currently
required for financial instruments only under HKFRS 7 “Financial
instruments: Disclosures” will be extended by HKFRS 13 to cover
all assets and liabilities within its scope.

HKFRS 13 is effective for the Group for annual period beginning
on 1 January 2013, with earlier application permitted.

The directors anticipate that HKFRS 13 will be adopted in the
Group’s consolidated financial statements for the annual period
beginning on 1 January 2013. Other than available-for-sale
investment, the application of the new standard is not expected
to affect the measurement of the Group’s assets and liabilities
reported in the consolidated financial statements but will result
in more extensive disclosures in the consolidated financial
statements.
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Notes to the Consolidated Financial Statements

2. Application of New and Revised Hong

Kong Financial Reporting Standards
(“HKFRS”S) (Continued)

Amendments to HKAS 1 Presentation of items of other
comprehensive income

The amendments to HKAS 1 “Presentation of items of other
comprehensive income” introduce new terminology for the
statement of comprehensive income and income statement.
Underthe amendments to HKAS 1, a ‘statement of comprehensive
income’ is renamed as a ‘statement of profit or loss and other
comprehensive income’ and an ‘income statement’ is renamed
as a ‘statement of profit or loss’. The amendments to HKAS 1
retain the option to present profit or loss and other comprehensive
income in either a single statement or in two separate but
consecutive statements. However, the amendments to HKAS 1
require items of other comprehensive income to be grouped into
two categories: (a) items that will not be reclassified subsequently
to profit orloss; and (b) items that may be reclassified subsequently
to profit or loss when specific conditions are met. Income tax on
items of other comprehensive income is required to be allocated
on the same basis — the amendments do not change the option
to present items of other comprehensive income either before tax
or net of tax.

The amendments to HKAS 1 are effective for the Group for the
annual period beginning on 1 January 2013. The presentation of
items of other comprehensive income will be modified accordingly
when the amendments are applied in future accounting periods.

Amendments to HKAS 32 Offsetting financial assets
and financial liabilities and amendments to HKFRS 7
Disclosures - Offsetting financial assets and financial
liabilities

The amendments to HKAS 32 clarify existing application issues
relating to the offset of financial assets and financial liabilities
requirements. Specifically, the amendments clarify the meaning
of “currently has a legally enforceable right of set-off” and
“simultaneous realisation and settlement”.
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Kong Financial Reporting Standards
(“H KFRS”S) (Continued)

Amendments to HKAS 32 Offsetting financial assets
and financial liabilities and amendments to HKFRS 7
Disclosures - Offsetting financial assets and financial
liabilities (Continued)

The amendments to HKFRS 7 require entities to disclose
information about rights of offset and related arrangements
(such as collateral posting requirements) for financial instruments
under an enforceable master netting agreement or similar
arrangement.

The amendments to HKFRS 7 are effective for the Group for
the annual period beginning on 1 January 2013 and interim
periods within this annual period. The disclosures should also
be provided retrospectively for all comparative periods. However,
the amendments to HKAS 32 are not effective until annual
periods beginning on or after 1 January 2014, with retrospective
application required.

The directors of the Company anticipate that the application
of these amendments to HKAS 32 and HKFRS 7 may result in
more disclosures being made with regard to derivative financial
instruments which are under master netting arrangements.

Other than those disclosed above, the directors of the Company
anticipate that the application of the other new and revised
standards will have no material impact on the results and financial
position of the Group.
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Notes to the Consolidated Financial Statements

3. Significant Accounting Policies

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 and by
the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
and investment properties that are measured at fair values, as
explained in the accounting policies set out below. Historical cost
is generally based on the fair value of the consideration given in
exchange for goods.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

Income and expenses of subsidiaries acquired or disposed of
during the year are included in the consolidated statement of
comprehensive income 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 in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein.
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3. Significant Accounting Policies

(Continued)

Basis of consolidation (Continued)

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance (effective from 1 January 2011
onwards).

Changes in the Group’s ownership interests in existing
subsidiaries

Changes inthe Group’s ownership interests in existing subsidiaries
that do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts
of the Group’s interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the
non-controlling interests are adjusted (i.e. the non-controlling
interests’ share of recognised identifiable net assets at the date
of acquisition) and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners
of the Company.

When the Group loses control of a subsidiary, it (i) derecognises
the assets (including any goodwill) and liabilities of the subsidiary
at their carrying amounts at the date when control is lost, (i)
derecognises the carrying amount of any non-controlling interests
in the former subsidiary at the date when control is lost (including
any components of other comprehensive income attributable
to them), and (jii) recognises the aggregate of the fair value of
the consideration received and the fair value of any retained
interest, with any resulting difference being recognised as a gain
or loss in profit or loss attributable to the Group. When assets
of the subsidiary are carried at revalued amounts or fair values
and the related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity, the
amounts previously recognised in other comprehensive income
and accumulated in equity are accounted for as if the Group had
directly disposed of the related assets (i.e. reclassified to profit or
loss or transferred directly to retained earnings as specified by
applicable HKFRSs). The fair value of any investment retained in
the former subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent accounting
under HKAS 39 Financial Instruments: Recognition and
Measurement or, when applicable, the cost on initial recognition
of an investment in an associate or a jointly controlled entity.
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Notes to the Consolidated Financial Statements

3. Significant Accounting Policies

(Continued)

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
less accumulated impairment losses, if any, and is presented
separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to
each of the cash-generating units (or groups of cash-generating
units) that is expected to benefit from the synergies of the
combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently whenever there
is indication that the unit may be impaired. For goodwill arising
on an acquisition in a reporting period, the cash-generating unit
to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable amount
of the cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill allocated to the unit and then to the other assets of
the unit on a pro rata basis based on the carrying amount of each
asset in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount
of profit or loss on disposal.

Property, plant and equipment

Property, plant and equipment including leasehold land (classified
as finance leases) and buildings held for use in the production
or supply of goods or services, or for administrative purposes
(other than construction in progress and freehold land) are
stated in the consolidated statement of financial position at cost
less subsequent accumulated depreciation and accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment other than construction in progress
and freehold land less their residual values over their estimated
useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at
the end of each reporting period, with the effect of any changes
in estimate accounted for on a prospective basis.
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3. Significant Accounting Policies

(Continued)

Property, plant and equipment (Continued)

Construction in progress represents property, plant and
equipment in the course of construction for production, supply
or administrative purpose are carried at cost, less any recognised
impairment loss. Costs include professional fees and, for
qualifying assets, borrowing costs capitalised in accordance with
the Group’s accounting policy. Such properties are classified to
the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

Ifan item of property, plant and equipment becomes an investment
property because its use has changed as evidenced by end of
owner-occupation, any difference between the carrying amount
and the fair value of that item at the date of transfer is recognised
in other comprehensive income and accumulated in property
revaluation reserve. On the subsequent sale or retirement of the
asset, the relevant revaluation reserve will be transferred directly
to retained profits.

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 the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised
in profit or loss.

Buildings under development for future owner-occupied
purpose

When buildings are in the course of development for production
or for administrative purposes, the amortisation of prepaid
lease payments during the construction period is included as
part of costs of buildings under construction. Buildings under
construction are carried at cost, less any identified impairment
losses. Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and condition
necessary for them to be capable of operating in the manner
intended by management).
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Notes to the Consolidated Financial Statements

3. Significant Accounting Policies

(Continued)

Investment properties

Investment properties are properties held to earn rentals and/or
for capital appreciation. Investment properties include land held
for undetermined future use, which is regarded as held for capital
appreciation purpose.

Investment properties are initially measured at deemed cost (i.e.
fair value at date of transfer). Subsequent to initial recognition,
investment properties are measured at their fair values. Gains or
losses arising from changes in the fair value of investment property
are included in profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of the property (calculated
as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the profit or loss in the
period in which the item is derecognised.

Intangible assets

Intangible assets with finite useful lives that acquired separately
are carried at costs less accumulated amortisation and any
accumulated impairment loss. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their
estimated useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period, with
the effect of any changes in estimate being accounted for on
a prospective basis. (see the accounting policy in respect of
impairment losses on tangible and intangible assets below).

An intangible asset is derecognised on disposal, or when no
economic benefits are expected from use or disposal. 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 profit
or loss in the period when the asset is derecognised.
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3. Significant Accounting Policies

(Continued)

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded
as met only when the sale is highly probable and the non-current
asset is available for immediate sale in its present condition.
Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one
year from the date of classification.

Non-current assets classified as held for sale are measured at
the lower of their previous carrying amount and fair value less
costs to sell.

Impairment losses on tangible and intangible assets
other than goodwill

At the end of the reporting period, 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 any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss, if any. When it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit
to which the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they
are allocated to the smallest group of cash-generating units
for which a reasonable and consistent allocation basis can be
identified.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so 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 (or a cash-generating unit) in prior years. A reversal of an
impairment loss is recognised as income immediately.
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Notes to the Consolidated Financial Statements

3. Significant Accounting Policies

(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are calculated using the weighted average
method. The net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
costs necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position 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.

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. The classification depends on the nature
and purpose of the financial assets and is determined at the
time of initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade 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.
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3. Significant Accounting Policies

(Continued)

Financial instruments (Continued)

Financial assets (Continued)
Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial
asset, or, where appropriate, a shorter period to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade and bills receivables, other debtors, short-
term bank deposits, bank balances and cash) are measured
at amortised cost using the effective interest method, less any
identified impairment losses (see accounting policy on impairment
loss on financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at fair value
through profit or loss (“FVTPL”), loans and receivables or held-
to-maturity investments. The Group classified equity investment
held for an identified long term strategic purpose as available-for-
sale investment.

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, they are measured at cost less any identified
impairment losses at the end of the reporting period.
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Notes to the Consolidated Financial Statements

3. Significant Accounting Policies

(Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of the reporting period. Financial assets are considered to
be impaired where there is objective evidence that, as a result of
one or more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of the financial
assets have been affected.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its
cost is considered to be objective evidence of impairment.

For other financial assets, objective evidence of impairment could
include:

° significant financial difficulty of the issuer or counterparty;

° breach of contracts, such as default or delinquency in
interest or principal payments; or

o it becoming probable that the borrower will enter bankruptcy
or financial re-organisation.

For certain categories of financial assets, such as trade debtors
that are assessed not to be impaired individually are, in addition,
assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of debtors could include the Group’s
past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the credit
period granted, observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the financial assets’ original effective
interest rate.
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3. Significant Accounting Policies

(Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets (Continued)

For financial assets carried at cost (i.e. available-for-sale
investment), the amount of the impairment loss is measured
as the difference between the asset’s carrying amount 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 loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade debtors, where the carrying amount is reduced through
the use of an allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or loss. When
a trade or other debtor is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.

Forfinancial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after
the impairment loss was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
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.

Impairment losses on available-for-sale equity investments will
not be reversed through profit or loss.

Financial liabilities and equity instruments

Debts and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Group are recognised
at the proceeds received, net of direct issue costs.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial
liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest basis other
than those financial liabilities classified as at FVTPL, of which
interest expense is included in net gains or losses.

Financial liabilities at fair value through profit or loss

Financial liabilities at FVTPL of the Group are mainly derivative
financial instruments.

A financial liability is classified as held for trading if:

o it has been incurred principally for the purpose of
repurchasing in the near future; or

o on initial recognition it is a part of a portfolio of an identified

financial instrument that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.

Financial liabilities at FVTPL are measured at fair value, with

changes in fair value arising on remeasurement recognised

directly in profit or loss in the period in which they arise.
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(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Other financial liabilities

Other financial liabilities (including creditors and bank borrowings)
are subsequently measured at amortised cost, using the effective
interest method.

Derivative financial instruments and hedging
instruments

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting period.
The resulting gain or loss is recognised in profit or loss immediately
unless the derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition in profit or
loss depends on the nature of the hedging relationship.

Derivatives that do not qualify for hedge accounting are deemed
as financial assets held for trading or financial liabilities held for
trading.

Hedge accounting

The Group designates certain derivatives as hedges of the cash
flow of floating-rate bank borrowings (i.e. interest rate swap
contracts).

At the inception of the hedging relationship, the Group documents
the relationship between the hedging instrument and hedged
item, along with its risk management objectives and its strategy
for undertaking various hedge transactions. Furthermore, at
the inception of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument that is used in a
hedging relationship is highly effective in offsetting changes in
cash flows of the hedged item.
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Notes to the Consolidated Financial Statements

3. Significant Accounting Policies

(Continued)

Financial instruments (Continued)

Cash flow hedges

The effective portion of changes in the fair value of derivatives that
are designated and qualify as cash flow hedges are recognised in
other comprehensive income and accumulated in hedging reserve.
The gain or loss relating to the ineffective portion is recognised
immediately in profit or loss as other gains and losses.

Amounts previously recognised in other comprehensive income
and accumulated in equity (hedging reserve) are reclassified to
profit or loss in the periods when the hedged item is recognised
in profit or loss, in the same line of the consolidated statement of
comprehensive income as the recognised hedged item.

Hedge accounting is discontinued when the Group revokes the
hedging relationship, the hedging instrument expires or is sold,
terminated, exercised, or when it no longer qualifies for hedge
accounting. Any gain or loss recognised in other comprehensive
income and accumulated in equity at that time remains in equity
and is recognised when the hedged risk affects profit or loss.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or when
it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group
retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for
the proceeds received or continues to recognise the associated
liability in which the financial asset was intended to settle.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain
or loss that had been recognised in other comprehensive income
and accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expire.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.
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(Continued)

Leasing

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.

The Group as lessor

Rental income from operating leases is recognised in profit or loss
on a straight-line basis over the term of the relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. Contingent rentals arising
under operating leases are recognised as an expense in the
period in which they are incurred.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability. The
aggregate benefit of incentives is recognised as a reduction of
rental expense on a straight-line basis.

Leasehold land and building

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any lump-
sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element of
the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is released over
the lease term on a straight-line basis. When the lease payments
cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.
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Notes to the Consolidated Financial Statements

3. 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 sold
and services provided in the normal course of business, net of
discounts and sales related taxes.

Revenue from the sales of goods are recognised when goods are
delivered and title has been passed.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. 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 the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will flow to
the Group and the amount of revenue can be measured reliably).

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 the
respective 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 the
end of reporting period, monetary items denominated in foreign
currencies are re-translated at the rates prevailing at that date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are re-translated 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 re-translated.
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3. Significant Accounting Policies

(Continued)

Foreign currencies (Continued)

Exchange differences arising on the settlement of monetary
items, and on the re-translation of monetary items, are recognised
in profit or loss in the period in which they arise, except for
exchange differences arising on a monetary item that forms
part of the Company’s net investment in a foreign operation, in
which case, such exchange differences are recognised in other
comprehensive income and accumulated in equity and will be
reclassified from equity to profit or loss on disposal of the foreign
operation. Exchange differences arising on the re-translation of
non-monetary items carried at fair value are included in profit or
loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s operations
are translated into the presentation currency of the Group (i.e.
Hong Kong dollars) using exchange rates prevailing at the end
of the reporting period. 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 in other
comprehensive income and accumulated in equity (the translation
reserve).

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation), all of the exchange differences accumulated in equity
in respect of that operation attributable to the owners of the
Company are reclassified to profit or loss. In addition, in relation
to a partial disposal of a subsidiary that does not result in the
Group losing control over the subsidiary, the proportionate share
of accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss.

On the disposal of an operation, its exchange differences
accumulated in equity resulting from the translation of the
functional currency into the presentation currency are reclassified
to retained profits.
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3. Significant Accounting Policies

(Continued)

Foreign currencies (Continued)

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

Goodwill and fair value adjustments on identifiable assets acquired
arising on acquisition of foreign operations before 1 April 2005 are
treated as non-monetary foreign currency items of the acquirer
and reported using the historical cost prevailing at the date of the
acquisition.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as 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.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.
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(Continued)

Taxation

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

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

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will
be available against which those 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 other assets
and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected
to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of the reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the assets to be recovered.
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3. Significant Accounting Policies

(Continued)

Taxation (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model
whose objective is to consume substantially all of the economic
benefits embodied in the investment property over time, rather
than through sale. If the presumption is rebutted, deferred tax for
such investment properties are measured in accordance with the
above general principles set out in HKAS 12 (i.e. based on the
expected manner as to how the properties will be recovered).

Current and deferred tax is recognised in profit or loss. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are
recognised as expenses when employees have rendered service
entitling them to the contributions.

—E—_HEF#® 2012 Annual Report

123



124

REMBREME

Notes to the Consolidated Financial Statements

3. FEEHBE®

URHBZ 35
URGEZHRBEBHRGZ N

Z

BT ESZBRE
A—ZERAFNA-HAZAIRER

BB BRE

EREZEREZMBZELET
BERGEEMBRRERN > EEBER
BTRE2ERL  MEZALER
RHBREEEBRIIE - BT
FEREIRER - BT ZROBEA
RAERDEERREAEIIMRA -
MERITEEBLROEEZEHE
HAQRRERRMDEE - RITE
B AT R MR IR - R
TEBRESMBMmE -

RE-ZEZRFNA-—AZERER
78 2 R

FERBE 2 AAEBEDZERHBR
BAMzAREEE  MRH 2B
BRELHER MRREAHEZH
AR - WHEEEMES (BR
RERR) ©

ETEBRER  UERBRER
BREAZTEEERERMDIEE -
ERRENR L BHREARIR
&R B MARETE - ERBRE
REBR2TEBEREREE
Ao

ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

3. Significant Accounting Policies

(Continued)

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to employees

Share options granted and vested before 1 April 2005

The financial impact of share options granted is not recorded
in the consolidated financial statements until such time as the
options are exercised, and no charge is recognised in the profit or
loss in respect of the value of options granted. Upon the exercise
of the share options, the resulting shares issued are recorded
by the Company as additional share capital at the nominal value
of the shares, and the excess of the exercise price per share
over the nominal value of the shares is recorded by the Company
as share premium. Options which lapse or are cancelled prior to
their exercise date are deleted from the register of outstanding
options.

Share options granted and vested on or after 1 April 2005

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 equity
(share option reserve).

When the share options are exercised, the amount previously
recognised in the share option reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or 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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Sources of Estimation

Uncertainty

In the application of the Group’s accounting policies which are
described in note 3, the directors of the Company are required to
make various estimates based on past experience, expectations of
the future and other information. The key assumptions concerning
the future, and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed below.

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 31 December 2012, the carrying amount
of goodwill was HK$69,574,000 (2011: HK$71,462,000). Details
of the recoverable amount calculation are disclosed in note 16.

Estimated impairment of trade receivables

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at
initial recognition). Where the actual future cash flows are less
than expected, a material impairment loss may arise. As at 31
December 2012, the carrying amount of trade receivables is
HK$1,912,901,000 (net of allowance for doubtful debts of
HK$36,949,000) (2011: carrying amount of HK$1,559,322,000,
net of allowance for doubtful debts of HK$25,978,000).
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5. Turnover and Segment Information

Turnover

Turnover represents the amount received and receivable for
goods sold to customers during the year, net of discounts and
sales related taxes.

Segment information

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

Principal activities of the Group’s reportable segments 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

The accounting policies of the operating segments are the same
as the Group’s accounting policies described in note 3. Segment
profit represents the profit earned by each segment without
allocation of interest income, dividend income, fair value change
on derivative financial instruments, fair value change of investment
properties, gain or loss on disposal of corporate assets, central
administration costs and interest expense. This is the information
reported to the Chairman of Group Executive Committee of the
Company, the Group’s chief operating decision maker, for the
purposes of resource allocation and performance assessment.
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EXPRSEEH @ 5. Turnover and Segment Information
(Continued)

E¥BoEE) Segment information (Continued)

() DEEXEBFRER (a) Segment revenue and results
AEBREBEFARZIRE An analysis of the Group’s turnover and results by reportable
EoHvEEEREEI TN and operating segments for the year under review is as
TS & follows:

23
SE&G
Reportable
BE BH BEH  segment Hit RAEH &
Solvents Coatings  Lubricants total Others  Elimination Consolidated
TAR TAn AR TAR TAn AR TARL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HEz-3--F Year ended
t=A=1-H 31 December 2012
LEE
FEEER Segment revenue
HIMEE External sales 5,155,427 3,209,418 433,150 8,797,995 96,414 - 8,894,409
PEEEE Inter-segment sales 160,557 - - 160,557 - (160,557) -
ok Total 5,315,984 3,209,418 433,150 8,958,552 96,414 (160,557) 8,894,409
¥& Results
IEE Segment results 311,565 144,679 (6,107) 450,137 11,672 (5,552) 456,257
fTEERMIA Fair value change on
AREZE derivative financial
instruments (1,579)
RENEALE Increase in fair valug of
& investment properties 16,900
RABBRA Unallocated income 20,069
ROBMEA Unallocated expenses (29,046)
FISER Interest expense (41,257)
BRBUADRR Profit before taxation 421,344
HECE- ﬂi Year ended
—R= 31 December 2011
LFE
PEEXE Segment revenue
HiMEE External sales 4,988,517 2,821,351 416,201 8,226,069 49,500 - 8,275,569
PEREE Inter-segment sales 111,593 - - 111,593 - (111,593) -
g Total 5100,110 2,821,351 416,201 8,337,662 49,500 (111,593) 8,275,569
E7 Results
PEEE Segment results 219,477 84,530 4,474 308,481 1,043 3,064 312,588
fIESRMIA Fair value change on
MEZEL derivative financial
instruments (65,498)
RABBA Unallocated income 41,978
KOBMEA Unallocated expenses 23,309)
FISER Interest expense (28,742)
BRBUADRR Profit before taxation 297,017

72 B S IMNEE IR

AT ©

Inter-segment sales are charged at the similar terms as
external sales.
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5. EXMERDEEH = 5. Turnover and Segment Information
(Continued)
EBNEE) Segment information (Continued)
(b) HAfEH (b) Other information
REITEPEBERI D BEER Amounts included in the measurement of segment profit or
BIETYIEE loss or segment assets:
25
kL
Reportable PEERE
BH BH BEH  segment Hft  Corporate &
Solvents Coatings  Lubricants total Others level Consolidated

TiEn T TiEn TR TiEn TiEn TiEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

HE-E-C-F Year ended
+ZA=1+-H 31 December 2012

LEE
FRBEERE Additions to non-current
(HizE) assets (note) 120,788 282,492 3,370 406,650 - 17,779 424,429
nE - BER Depreciation of property,
Bl plant and equipment 28,755 47,262 2,375 78,392 624 5,617 84,633
EfThEEEE  Release of prepaid
lease payments 1,213 4,561 26 5,800 - 31 5,831
B EEZEH Amortisation of
intangible assets 2,761 3,268 122 6,151 - 12 6,163

& /FE#ME . Loss (gain) on disposal/
RERHRER written-off of
BlEHENEY property, plant and

EE(ER) equipment and
property held for sale 1,435 (1,719) 862 578 = (@) 574
HEEEA Impairment loss
HERE recognised in respect
of goodwil - - 1,888 1,888 - - 1,888

HE-E--% Year ended
+=A=1+-H 31 December 2011

LEE
FRBEERE Additions to non-current
(Birst) assets (note) 73,919 260,901 10,604 345,424 1 6,142 351,577
nE - BER Depreciation of property,
&fEzi plant and equipment 27,935 42,290 4,380 74,605 642 3,668 78,915
B LhEEEE  Release of prepaid
lease payments 1,290 2,052 113 3,455 = 31 3,486
B EEZEH Amortisation of
intangible assets 2,970 3,307 44 6,321 - - 6,321

& /GESEME - Loss (gain) on disposal/
BERZER written-off of

TifERRE property, plant and
pd 3= 10 equipment and
land use rights 3,206 (8849) 1671 3972) - - 3972)
M ERBEEREBREESBT Note: Non-current assets excluded financial instruments.
E °
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EXNRPAEH =) 5. Turnover and Segment Information
(Continued)
EREoHEE) Segment information (Continued)
(c) AEERZIRELHEND (c) An analysis of the Group’s segment assets and segment
PEERDEEBGBEOMUT : liabilities by reportable and operating segments is as
follows:
A Pt B RE
Solvents Coatings Lubricants Consolidated
TExT TExT THEx TEx
HK$’000 HK$’000 HK$’000 HK$’000
R-ZB——F At 31 December 2012
+=B=+—H
BE Assets
2InEEE Reportable segment assets 2,698,355 2,988,766 243,457 5,930,578
Hit Others 106,732
Htt R D EEE Other unallocated assets 1,105,744
REREE Consolidated total assets 7,143,054
=L Liabilities
2P EEE Reportable segment liabilities 761,865 713,644 67,466 1,542,975
Hth Others 5,792
FEATBR Taxation payable 71,990
FEEREBERE Deferred tax liabilities 11,273
Hitv ko BEE Other unallocated liabilities 2,407,753
SERaE Consolidated total liabilities 4,039,783
R-Z——F At 31 December 2011
+=A=+-H
Ef‘% Assets
2P EEE Reportable segment assets 2,586,985 2,326,189 257,584 5,170,758
HAth Others 39,398
Htt kD EEE Other unallocated assets 1,230,286
REBEE Consolidated total assets 6,440,442
afE Liabilities
Z2HHEEE Reportable segment liabilities 798,782 512,746 44,029 1,355,557
Hit Others 4,337
B Taxation payable 77,028
ERERIEE S Deferred tax liabilities 8,848
HittkH BB E Other unallocated liabilities 2,202,611
REBERE Consolidated total liabilities 3,648,381
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5. EXER9EEH @

5. Turnover and Segment Information

EROEA)

(d) AEEIERBERIBERT
Fo%:

o BREHRITER  BITE
BREAE REVWERK
PTHREEN  FREEED
BTEEsE R

o FRREMBR - ELEHES
& ENWEQRFER
REZBRE - fTESRT
A -RITBRERRAIEEA
& RERBEIE TR

EHE -

b = &

EBE-_E——-—F5+=-HA=+-—H
LEE REBEHIINEF2&E X
B EEREPEAENEF (RS
EEBCEBARMEM®E)  H
£ %A £8,562,699,000 T (=& —
— £ 1 7,923,143,000/ 7T ) o AN &
EABOERBEE(TEBESH
ITE)EURFPBEREFEFEZEE
ZEBATMEME) HEEA
1,790,325,0008 t( =T — —F :
1,483,013,000/8 7T) °

FEEFR

RAEREHE  AEEREE5
EFREABRBAEEEXENR
B2t e
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(Continued)

Segment information (Continued)

(d)  For the purposes of monitoring segment performances and
allocating resources between segments:

o all assets are allocated to operating segments other
than short-term bank deposits, bank balances and
cash, investment properties and the unallocated
assets; and

° all liabilities are allocated to operating segments
other than taxation payable, deferred tax liabilities,
dividend payable to a non-controlling shareholder of
a subsidiary, derivative financial instruments, bank
borrowings and the unallocated liabilities.

Geographical information

The Group’s revenue from external customers for the year ended
31 December 2012 was substantially generated from customers
located in the Mainland China (place of domicile of the group
entities that derives turnover) amounting to HK$8,562,699,000
(2011: HK$7,923,143,000). Substantially all of the Group’s non-
current assets excluding financial instruments were also located
in the Mainland China (place of domicile of the group entities
that holds such assets) amounting to HK$1,790,325,000 (2011:
HK$1,483,013,000).

Major customers

No individual customer of the Group has contributed over 10% of
the turnover of the Group for both reporting periods.
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6. EFMERERME 6. Directors’ Remuneration and
Employees’ Emoluments
ENHENTI8E(ZF——5F : 13 The emoluments paid or payable to each of the 13 (2011: 13)
B)EEZHEWT ¢ directors were as follows:
ERES

R FTH OEER  ZER MER  RAY  TEM BRR' BER  ERS Avvang  3BR BER BEER
In Yip  Wong  LiWai Ho Ng Ting  Young ~ Tong  Wong Tsan Pong, Li KuYuen B8 Sonior
ChiShing*  TszHin  Kam Yim Man, Peter ~ SaiHou SiuPing HonYam* ManKim' WuiTung KongChi  Davie Chak Man Fun Total Menagement
T Tz TER TER TEr TR TER TR TER TEn TER TEr  TEr  TER TER
HKS'000  HKS'00D HKS'000 HKS000 HKS'000 HKS000 HKS'000 HKS'000 HKS000 HKS'000 HKS000 HKS'000 HKS000 HKS'000 HKS'000

BECE-Cf Year ended
TZAZt-BLEE 31 December 2012
FELES Fees - 400 400 400 400 200 - - 320 500 200 200 00 330 -
Hite Other emoluments
ESREMEA Salares and other benefits 1415 26% 1720 1648 1447 - - - - - - - - B8 9291
FREMRBAARZEA Discretionary bonus - 51 57 504 - - - - - - - - 2613 140
BiERTEER Retitament benet scheme
contributions - 1 159 182 67 - - - - - - - - 550 an
HesE Total emoluments M5 4189 280 o7 2488 N0 - - 30 50 A0 20 0 1538 1108
EREd
BfA BTH EGR  ZBR Mt®  RET  TEN  RRR  BER  EES Ay 2ER 2ER BiERE
Ip Yp  Wong  LiWai Ho Ng Ting  Young Tong ~ Wong Tsan Pong, Li KuYuen g2 S
ChiShing ~ TszHin  KamYim Men,Peter  SaiHou  SuPng HonYam ManKim WuiTung KongChi  Davie ChakMan Fun Total Management
TR TRr TEr TAR TAn TEn TEn TEr TE Th T TR TR TEn  TEn
HKS'000  HKS'000 HKS'000 HKS'000 HKS000 HKS'000 HKS000 HKS000 HKS'000 HKS000 HKS000 HKS000 HKS000 HKS'000  HK$'000
B2 3--f Year ended
TZR=T-RLEE 31 December 2011
FELS Fees 400 400 400 400 400 300 400 400 30 500 200 20 00 462 -
-0 Other emoluments
ESRAKER Selares and other benefts 3408 2460 162 155 1365 804 14T 17 - - - - - 143 83N
FRARRBNARZEL Discretionary bonus - - 100 30 30 - - - - - - - - 1800 8786
BERTEER Retirement benefit scheme
contributions 185 162 150 143 63 66 133 150 - - - - - 10% 426

HesE Total emoluments 3% 303 3R 238 218 A0 190 2280 30 K0 20 W0 30 268 126

P EE - Notes:

@ BEZZE-—-—F+=ZH=+ (@)  The directors’ salaries and other benefits above included operating
—HLEFE FBSoHFLIRLE leases rentals of HK$1,560,000 (2011: HK$1,560,000) for the year
MmEMBRANEELCEHERS ended 31 December 2012.

1,560,000 T(=F——fF :
1,560,000/ 7T) °

(b) WJ BIRANSZEE KL HE (o) The discretionary bonus is determined with reference to the
EEAARBELEEERATSEZ operating results, individual performance and comparable market
,uuu'|'§5l$)€ﬁ/9€£ ° statistics during the year.

) REBE=ZE—-—HF+=ZH= (¢)  For the year ended 31 December 2012, Mr. Yip Tsz Hin is also
+—HIEFE » EFEHLELEDR the Chief Executive of the Group, who is the Chairman of Group
AREEXTETHRAEREAA Executive Committee of the Company, and his emoluments
AZEERITEESER L disclosed above include those for services rendered by him as the
MR ER M BIERES Chief Executive.

FETBHAE TR MERE 2B

* R-B——F— A —BHFIHk * Re-designated as a non-executive director on 1 January 2012
$}Lﬁ§

# AZE——_F—F—H#HE #  Resigned on 1 January 2012
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6. EFEMeRERME =

AEBSMERBEEPIUBEAR
DNAEB(ZZT——F :5fu) » HEN
SHBR LR E - HB}UES 2
MEmT :

6. Directors’ Remuneration and
Employees’ Emoluments (continued)

Of the five individuals with the highest emoluments in the
Group, four (2011: five) were directors of the Company whose
emoluments are disclosed above. The emoluments of the
remaining one individual were as follows:

—E——F
2012
THERT
HK$°000

o R AMER
RRBRIET BT

UL EMERSHE - NEES
EEHzEE(BRESRSNER
) > WRABWE ARSI E AR
= H A 5= B B 2 B < ol B T B
& o REESERSREERET
MEREHEANRREAHE -

FHESREEE 2HE&EEWT -

Salaries and other benefits
Retirement benefit scheme contribution

1,549
116

1,665

During both reporting periods, no emoluments were paid by the
Group to the five highest paid individuals, including directors and
the senior management, as an inducement to join or upon joining
the Group or as compensation for loss of office. In addition, no
director and the senior management waived any emoluments
during both reporting periods.

The emoluments of the senior management were within the
following bands:

—E-—F —E——F
2012 2011
EEA#™ EEAE
No. of No. of
employees employees
FE T 21,000,000 7T HK$0 to HK$1,000,000 1 1
1,000,001 7T £1,500,0005& T HK$1,000,001 to HK$1,500,000 4 4
1,500,0017 7t £2,000,00078 7T HK$1,500,001 to HK$2,000,000 8 2
3,000,0017& 7t 23,500,000 7T HK$3,000,001 to HK$3,500,000 - 1
8 8
7. Hfuli & K B iR 7. Other Gains and Losses
—EB-=F —=——fF
2012 2011
FExT FET
HK$’000 HK$’000
THEE 5 U Net exchange gain 21,790 63,565
BREYENAREEIM  Increase in fair value of investment properties 16,900 =
RIFIREHEFEE Allowance for bad and doubtful debts, net (18,158) (3,034)
PTESRTIAEZ Fair value change on derivative
RNAEEE financial instruments (1,579) (5,498)
B ZREREE  Impairment loss recognised in respect of goodwill (1,888) =
HE Y - = Net (loss) gain on disposal/written off of property,
RRER L HFEA®E  plant and equipment and land use rights
ZF (B1E) WaE (2,323) 3,972
HEREHEYZEWE Gain on disposal of property held for sale 1,749 =
16,491 59,005
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FIREH 8. Interest Expense
—E—C—F —EF——%F
2012 2011
FE T FExT
HK$’000 HK$’000
AREFABEEES Interest on bank borrowings wholly repayable
ZIRITEENFE within five years 33,147 22,729
FZRIEHIEE RFE Net loss arising on interest rate swaps designated
B zRESREET as cash flow hedges of floating rate debt
MEEZFEE 8,110 6,013
41,257 28,742
=~ 5/ - -
fRiRaTaF 9. Profit Before Taxation
—E-C—fF —=E=——fF
2012 2011
FET FET
HK$’000 HK$’'000
BRBLADERF Profit before taxation has been arrived
EMRTIEE : at after charging:
B EE#N Amortisation of intangible assets 6,163 6,321
BEEME Auditors’ remuneration
~REE — current year 4,390 4,073
- FEDREE — underprovision in prior year 463 138
W% BERREZNE Depreciation of property, plant and equipment 84,633 78,915
HENF v KeHE Operating lease payments in respect
YHFIE of rented premises 23,416 22,488
B LS E Release of prepaid lease payments 5,831 3,486
ETIRA  BEEEME Staff costs, including directors’
(Kizke) remuneration (note 6) 642,096 535,889
WEDFA and after crediting:
RIS ON Interest income* 16,563 20,175
EERZBNRHEE Government grants recognised* 5,516 13,684
HelA-(REE Rental income* (excluding direct outgoings
X 557,000 7T) of HK$557,000) 869 -
A HERENR BB Dividend income from
available-for-sale investment* - 8,590
RAAREREHE 2 FE Compensation for early termination
(M=) for operating lease* (Note) - 21,515

Y BEFARMEA

*

All included in other income
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e 5 . - -
9. FRIRAEF =) 9. Profit Before Taxation (contineq
it RER-_Z——FNAEBYE= Note: Pursuant to an agreement entered into with an independent
B (EENET 2 NEEE third party (the “Landlord”) in April 2011, the Group received a
##1821,515,0008 T » EERAZ compensation of HK$21,515,000 as the Landlord would like to
EIRBEAREBEAREERT early terminate an operating lease agreement in respect of a parcel
KREHREZ —ELith 2 SEAEH of land leased to the Group located in the Mainland China.
% o
10. IRI8 10. Taxation
—E-—fF —=——F
2012 2011
FET FET
HK$’000 HK$’'000
MEHR-—FE Current tax — Hong Kong
IRE Current year 17 295
FEDR (ZIR) 8% Under(over)provision in previous years 502 (505)
519 (210)
FriSH — P EI KR Current tax — Mainland China
IRE Current year 92,191 65,970
EEZREE Overprovision in previous years (13,680) (13,201)
78,511 52,769
79,030 52,559
IEERIE (FiEE26) Deferred taxation (note 26)
&E Hong Kong (291) (260)
R R B Mainland China 2,716 2,551
2,425 2,291
81,455 54,850
& B RIS B R W G5t FE R BR Al Hong Kong Profits Tax is calculated at 16.5% of the estimated
16.5%5T & © assessable profit for both years.
RIBFEARKTECEMER A Under the Law of the People’s Republic of China on Enterprise
TE£ERBRENDREERBH Income Tax (the “EIT Law”) and Implementation Regulation of the
EEmRA  FEARENBARZ EIT Law, the tax rate of the subsidiaries in Mainland China is 25%
HEH-ZEENE-—A—HBEA from 1 January 2008 onwards.
25% °
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Notes to the Consolidated Financial Statements

10. Taxation (Continued)

The Group’s subsidiaries operating in Mainland China are eligible
for certain tax holidays and concessions. Certain subsidiaries of
the Company operating in Mainland China are eligible as High
and New Technology Enterprise and the income tax rate of these
subsidiaries is 15%. Pursuant to the relevant laws and regulations
in Mainland China, certain subsidiaries of the Company 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 operation 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 up to 2012. Enterprise income tax of Mainland China has
been provided for after taking these tax incentives into account.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.

FIEHRRAOT ¢ A statement of reconciliation of taxation is as follows:
—E-—fF —=E=——F
2012 2011
FExT FET
HK$’000 HK$’000
BRF AR Profit before taxation 421,344 297,017
BRAM TSR E25%  Tax charge at the domestic income tax rate

STEZBIBER of 25% (2011: 25%)

(=ZZB——%F 1 25%) 105,336 74,254
AFEBRERE Overprovision in previous years (13,178) (13,706)
IR k0l Tax effect of expenses not deductible

K22 for tax purposes 23,804 13,933
EEHBHBA Tax effect of income not taxable for tax purposes

HE Kz e (6,504) (14,181)
RFUBRHBIEEE  Tax effect of tax losses not recognised

HE Kz e 25,807 23,426
fE R Z R REER R Tax effect of utilisation of tax losses previously

HIBEEEHBHEZEE  not recognised (8,950) (4,797)
MR EMBEAERE KB Effect of different tax rates of subsidiaries in

RARTEBE 2 other jurisdictions (5) (152)
BB AR ZEEFHZE Effect of income tax on concessionary rates for

SR E certain subsidiaries (50,856) (33,005)
FRNE A2 EORF Effect of withholding tax on profits distriouted

FERB 2 HE during the year - 3,984
HR D BRI Effect of withholding tax on undistributed profits

Rz EE 4,659 3,192
HAth Others 1,342 1,902
REEFIE Taxation for the year 81,455 54,850
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10. RIE =)

7 40 718 BB T £ PR 2K S B A 36
R ERE2BIE o

10. Taxation (Continued)

The domestic income tax rate is a tax rate in the jurisdiction where
the operation of the Group is substantially based.

11. KRB 11. Dividends
—E-C—F —E——F
2012 2011
FExT FET
HK$’000 HK$’000
RERNER A Dividend recognised as distribution
ZIRE during the year:
“E-FHHPRE Interim dividend for 2012 of HK10.0 cents
FAR10.0784L (2011: HK8.0 cents) per share 56,187 44,412
(ZE——%F:
F8%8.0 784L)
—E——FHEIRE Special dividend for 2011 of HK4.0 cents
4.0 (2012: nil) per share - 22,206
EEB-—=F: 8
—E——FHRRE Final dividend for 2011 of HK12.0 cents
FIR12.0784 (2011: final dividend for 2010 of
(=ZE——F: =& HK10.0 cents) per share
—ZFHRRE
#h%10.0 7l 66,699 55,496
122,886 122,114

—E——FFR12.08 1L (MR 7
BIZRE) 2HIAREDIRUT :

alternative) were distributed as follows:

Final dividend for 2011 of HK12.0 cents per share (with share

FET
HK$’000

KRS : Dividends:
Be Cash 31,279
BRAD R Share alternative 35,420
66,699

EERRREEHEE_ZT——F
T A=T—HLEFEHRRES
BR15.0584L - ATBEBLURNKE - 42
£ %8 R 4 7484,000,00058 Jt » I 1
BRENBRIT2RERBEAS L

REBEB -
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The final dividend equivalent to HK$15.0 cents per share totalling
not less than HK$84,000,000, with an option to receive shares of
the Company, in respect of the year ended 31 December 2012
has been proposed by the directors and is subject to approval by
the shareholders in the forthcoming annual general meeting.
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12. Earnings Per Share

data:

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the following

—E——F —ET——F
2012 2011
F#xT F&xT
HK$’000 HK$’'000
RERD T RREM Profit for the year attributable to owners
ARRFTEER of the Company and earnings for the
EAREEREF purposes of calculating basic and
ZBF| diluted earnings per share 276,302 201,344
RAEE
Number of shares
—E—C—fF —E——fF
2012 2011
T T
’000 ‘000
STEEREARREF 2 Weighted average number of shares for the
RSB & purpose of calculating basic earnings per share 558,846 554,365
AR EEIRPAESL  Effect of dilutive potential
ZEETE ordinary shares:
B AR Share options 1,559 3,293
TESREEAER  Weighted average number of shares for the
ZINFEE IR E purpose of calculating diluted earnings
per share 560,405 557,658

—E——HEEFH{ 2012 Annual Report

137



REMBREME

Notes to the Consolidated Financial Statements

13. 1% - BB R 13. Property, Plant and Equipment

il %ER
N
fEtRET Furniture,
HEIR  AAREtH Leasehold fixtures g HEREE
Construction Freehold land and and office Motor Plant and &it
in progress [and buildings equipment vehicles machinery Total
Thn Thn Thn Thn Thn Thn Thn
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK§ 000
HAR AT COST
W=8--%-A-R At 1 January 2011 4,187 4,204 502,778 112,764 61,545 656,467 1469930
NELEER Currency realignment 121 (239) 24,693 5200 2179 26,893 60,003
BEYEEEENAE (Hfa)  Rechssfcatons toasset
held for sale (note a) - (3991) - - - - (3991)
ELpid Redlassfication (14,926 - 459 9113 - 5,354 -
RE Addtions 183,704 - 209 7,32 9,141 79436 231,706
e /f Disposalsfriten off - - (59,559 9531) (3441) (13092) 85,617)
A-8--£+-f=t-A At 31 December 2011 162,186 - 560471 124,871 69424 795,078 1,672,030
NELEER Qurrency realignment 1,781 - 422 37 530 8329 15,233
BRZRENE (Ko Transferto investment
properties (note b) - - (19.875) - - - (19875)
LS Reclassifcation (136,345) - 110,982 5483 - 19,880 -
#E Addtions 221,191 - 2,4% 28207 4311 138,432 304,697
HE/HH Disposals/writen of (964) - (6:974) (10,686) (7.761) (29519) (55,904)
W-5-ZF+-R=1-A At 31 December 2012 247,819 - 651,326 148242 66,564 892,200 2,006,181
HERAEER DEPRECIATION AND
IMPAIRMENT
RZE--%-f-A At1 January 2011 - 1,245 161,529 68,244 31,134 24438 486,590
NELEER Qurrency realignment - (68) 7175 3737 1,008 9642 21,494
Fhie Depreciafion for the year - - 19740 11,504 7463 40,208 78915
BELEEEENAE Reclassffcations to asset
held for sale - (1,177) - - - - (1177)
HE/HERES Eiminated on disposals/
writen off - - (48,154) (8,799) (2662) (7,534) (67,149)
WE--E+2A=t-H At 31 December 2011 - - 140290 74,686 36,43 266,754 518673
NEEEEE Curtency realignment - - 404 8 38 3216 4,091
ERfE Depreciation for the year - - 17,690 14,606 7,084 45213 84,633
BRREE Eiminated on trangfer - - (8,796) - - - (6,796)
HE /R Eiminated on disposas/
writen off - - (5,080) 9,99) (5,846) (25,080) (45,951)
W=B-ZE+ZA=t-A At 31 December 2012 - - 144,558 79,380 33489 290,223 552,650
RAEf CARRYING VALUES
W-5-ZF+ZR=1-A At 31 December 2012 247,849 - 506,768 68,862 2,075 601,977 1,453,531
W-E--H+ZA=t-B  At31 December 2011 162,186 - 420,18 50,185 30481 8834 1153367
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Notes to the Consolidated Financial Statements

13. Property, Plant and Equipment continueq)

Notes:

(@)

In November 2011, the directors determined to dispose of the
Group’s freehold land outside Hong Kong with a carrying amount
of HK$2,814,000 and expected to be sold within twelve months.
Accordingly, it was classified as an asset held for sale and was
presented separately in the consolidated statement of financial
position as at 31 December 2011. The freehold land has been
disposed of with a gain amounting to HK$1,749,000 in 2012.

During the year, the management resolved to rent out certain of its
leasehold properties in Hong Kong to an outsider for rental income.
These properties were transferred to investment properties upon
cessation of owner occupation. Immediately before the transfer
from property, plant and equipment to investment properties,
these properties were revalued with the increase in fair value of
HK$38,321,000 being credited to property revaluation reserve.
The fair value of the properties at the date of transfer to investment
properties was based on professional valuation which was arrived
at by reference to market evidence of transaction prices for similar
properties.

The above items of property, plant and equipment are depreciated

on a straight-line basis at the following rates per annum:

Freehold land Nil

Leasehold land

Buildings

Furniture, fixtures and
office equipment

Motor vehicles

Plant and machinery

Over the shorter of the remaining
term of the lease or 2%

Over the shorter of the remaining
term of the lease or 2.5%

4.5% to 25%

9% to 25%
6% to 20%
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13. 1% « BB R =) 13. Property, Plant and Equipment continueq

140

—EB-=F —E——F
2012 2011
FE T FiExT
HK$°000 HK$'000
REBYEREREIE © The Group’s property interests comprise:
EREBREZHH Leasehold land and building held in Hong Kong
HE T HFEF under medium-term leases 9,055 20,516
NRIEEB UM E Buildings located on land held outside
BELTzEFZ Hong Kong under:
REIFAE Long leases 920 177
FHAFEE Medium-term leases 491,622 392,189
RS Short leases 6,001 7,299
506,768 420,181
14. A LithA & 14. Prepaid Lease Payments
It -2
2012 2011
FET FExT
HK$’000 HK$’000
REEFEM LM The Group'’s prepaid lease payments comprise:
HeaHE
BRLIMEEIFE Leasehold land outside Hong Kong under:
HELHZ
REAE Long leases 1,340 1,354
FHAEE Medium-term leases 216,459 222 167
217,799 223,521
DATERE A% Analysed for reporting purposes as:
RBEE Current assets 4,990 5,003
FRBEE Non-current assets 212,809 218,518
217,799 223,521

ERK{ETEBEAR2AT Yip’s Chemical Holdings Limited
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15. Investment Properties

THRT
HK$'000
ARfE Fair Value
R-E——%-F—-HBK At 1 January 2011 and 31 December 2011

“2——%+ZA=t+-H -

BRESANEARZNE  BER Transfer from leasehold land and buildings under property,
REETZHEL B RET plant and equipment with fair value adjustment 49,400
ARBEEM Increase in fair value 16,900
RIE-—5+-A=+—-H At 31 December 2012 66,300

REYENMREE  HUAHHEY
R -

REBRENE 2 AARBETIRER
SEYEEAE B SEREXM
EE - BEFEBRFEERAF - B
BEMRETZEEEE - HED
HR2ZREUERIRE 2 ELE
BT EMES -

DEEHEREURMESHER
EXARECAEEMBYFEERY
RAMAEBERAFE  ROBLI

The investment properties were situated in Hong Kong and were
held under medium-term leases.

The fair values of the Group’s investment properties have been
arrived at on the basis of valuations carried out at the end of the
reporting period by an independent qualified professional valuer,
Roma Appraisals Limited, not connected with the Group. The
valuations were arrived at by reference to recent market prices
for similar properties in similar locations and conditions.

All the Group’s property interests held under operating leases to
earn rentals or for capital appreciation purposes are measured
using the fair value model and are classified and accounted for as
investment properties.
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16. & 16. Goodwill
TRT
HK$'000
BRA AT COST
W=Z——%-A-8- At 1 January 2011, 31 December 2011 and 31 December 2012
“E——F+tZA=t-HRK
“Z-"H+”fA=1-H 71,462
RE IMPAIRMENT
RIZ——5-f-AK At 1 January 2011 and 31 December 2011
—2——#t-f=t+-A -
FRBRHESE Impairment loss recognised during the year 1,888
RZE—=—H+=ZA=+—H At31 December 2012 1,888
IREE CARRYING VALUES
RZE—ZH+ZA=+—H At31 December 2012 69,574
RZZE——%+-A=+-H At 31 December 2011 71,462

REBEHRB2BEDIRKBE
TEERPERZEBREHPE
EvRESELEN(REELE
fir]) - BEZREECSBRMT

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 carrying
amount of goodwill had been allocated as follows:

—E——F —E——F

2012 2011

FE T FiExT

HK$°000 HK$’000

HEREERE Manufacture of and trading in solvents 59,479 59,479
HEREERR Manufacture of and trading in coatings 10,095 10,095
HEREEMEEH Manufacture of and trading in lubricants - 1,888
69,574 71,462
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AREFAEZEN  AEBEIRRBE
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R TS REHEERENTGER
ReELBNEEESERRK - 2
RAEBITEZBRERN  SF18
RENF5%E12% (ZF——F :
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FEAERBELEERESBHBEHN
ETHEBAR 2 ELEEREZN
TERFEFEZSE QAR ZMEEE
EERAE MAKEMRZEAA
T 2R {E E5 181,888,000/ T (=&
——fF )

mEMBREME

Notes to the Consolidated Financial Statements

16. Goodwiill (Continued)

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 year. 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.

For impairment assessment purpose, the Group performed
impairment review for goodwill based on cash flow forecasts
derived from the most recent financial budgets for the next five
years (2011: five years) for each CGUs approved by management
using a discount rate of 11% (2011: 13%) which reflects current
market assessments of the time value of money and the risks
specific to the CGUs. The growth rates per annum range from
5% to 12% (2011: 4% to 12%) in light of the Group’s industry
growth forecasts. During the year ended 31 December 2012, the
Group recognised impairment losses of HK$1,888,000 (2011: nil)
in relation to certain subsidiaries engaged in the manufacturing of
and trading in lubricants in Mainland China due to the operating
loss and intense competition among the market which will affect
the estimated turnover and profit margin of the affected entity.
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s = -
17. \EL S E 17. Intangible Assets
HERmE
R4 THEHE EFEE  Trademarks
Technical Non-competition Customer and &t
knowhow covenants relationship  patent brands Total
Thn TERL TERL TExn ThL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A AT COST
RZE-—-%-f-H At 1 January 2011 13,014 18,264 9,573 4,146 44,997
MNELEZR Currency realignment 57 711 = = 768
R=B-—%+ZB=+-H  At31 December 2011 18,071 18,975 9,573 4,146 45,765
MNELEZR Currency realignment 15 177 = = 102
NE Additions 124 - - - 124
WZB-ZF+ZA=+-H  At31 December 2012 18,210 19,152 9,573 4,146 46,081
B AMORTISATION
RZE--%-H-H At 1 January 2011 6,813 8,489 3,886 631 19,819
PMELEZER Currency realignment 24 397 - - 421
EREE Provided for the year 1,302 3,036 1,570 413 6,321
R=B-—%+ZB=+-H  At31December 2011 8,139 11,922 5,456 1,044 26,561
PMELEZER Currency realignment 10 132 - - 142
EREE Provided for the year 1,395 2,785 1,570 413 6,163
M=B-ZH+ZB=+-H  At31 December 2012 9,544 14,839 7,0% 1457 32,866
REE CARRYING VALUES
R=E-—F+-A=t-H At 31 December 2012 3,606 4,313 2,547 2,689 13,215
RZE——F+ZA=t-H At 31 December 2011 4932 7,083 4117 3,102 19,204
tRz B EEREBREREH - The above intangible assets have finite useful lives. Such
ZEBREEDRAESENRTY intangible assets are amortised on a straight-line basis over the
FHAES following periods:
90T 0 R 4.5 - 105 Technical knowhow 4.5-10 years
SN 3-10% Non-competition covenants 3-10 years
ZEFEBE 65 Customer relationship 6 years
BERE R m 106 Trademarks and patent brands 10 years
RMABRKOBUIE=ZFKERE Technical knowhow represents technical knowledge and
BREZER HERAREDNE techniques acquired from independent third parties to
ERMTARE R IT o manufacture certain insulating varnish, ink and screening
products.
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Notes to the Consolidated Financial Statements

17. Intangible Assets (continueq)

Non-competition covenants represent the right to restrict the
vendors of assets or acquirees, after acquisition of the entities,
to carry on the same business for specific periods ranging from
3to 10 years.

Customer relationship represents the customers, which are
buying specialised types of paint and thinner used in audio
visual equipment, cosmetics, mobile phone and other electronic
products.

Trademarks and patent brands represent the brand names
acquired which have high recognition and awareness in the
market.

18. Available-for-sale Investment

—E——fF —E——F
2012 2011
FET F&xT
HK$’000 HK$’'000
AP ARPERNIELT  Unlisted equity interest in Mainland China,
BRARFES - AR at cost less impairment loss
BEEE 23,421 23,167

HRMEFZERESE QI ABERA
FER2BRAZGEEE ML
PR ERFETREG - ARFZ
ESAARETEREERELAR
B SRR ERRBRERRZ
REFTE °

HthdFRERE
HEEDIEAEBSEEES
R T (07 ) 78R 2 HA R 32 AR AR
SEHAERTE R -

The above investment represents investment in unlisted equity
interest and is measured at cost less impairment at the end of
the reporting period 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.

19. Other Non-current Asset

The amount represents the cost of club debenture held by the
Group and is measured at cost less accumulated impairment
losses, if any, at the end of the reporting period.
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20. 7R 20. Inventories
—B-=F —E——F
2012 2011
FExT F&xT
HK$°000 HK$’'000
e Raw materials 482,979 550,235
ERGR Work in progress 55,384 46,909
BIR M Finished goods 331,969 280,006
870,332 877,150
21. B AR R BR B RS 21. Trade and Bills Receivables, Other
HMtEUARR R AR Debtors and Prepayments
—E-——fF —E——5F
2012 2011
FExT F&xT
HK$’000 HK$’000
FEWBRFR Trade receivables 1,949,850 1,585,300
W RIRERERE Less: Allowance for doubtful debts (36,949) (25,978)
1,912,901 1,659,322
EWEE Bills receivables 1,160,539 1,001,661
3,073,440 2,560,983
HEWERRREANRBEIEESRE Other debtors and prepayments mainly consist of payments in
T EEESRIE - BlMtEEES advance to suppliers, commission receivable from suppliers and
R FEWGETRIZER © value-added tax receivable.
RIERRZERRRBEZHHZ An aged analysis of trade receivables presented based on the
BRECDMTANT : invoice date at the end of the reporting period is as follows:
—E-C-F —E——F
2012 2011
FHET FEx
HK$’000 HK$’000
ZZE={EA 0 - 3 months 1,525,139 1,314,430
Pz 71E8 A 4 — 6 months 340,158 226,109
ANMEA MU E Over 6 months 47,604 18,783
1,912,901 1,659,322
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ERIRHESTEEBERFZE
A EEecAInEEEaEAR
FEECEREREESRM - EF
ZIREEEHER - K¥69% (=F
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FIRAZEERFRG  ZEEK
IRAETARTEE -

AEEEKRREED B EIR
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Notes to the Consolidated Financial Statements

21. Trade and Bills Receivables, Other

Debtors and Prepayments (continued)

The Group allows a credit period ranging from 30 to 90 days to its
trade customers. A longer credit period may be granted to large
or long established customers with good payment history.

Before accepting any new customers, the Group has an internal
credit control system to assess the potential customers’ credit
quality and the board of directors has delegated the management
shall be responsible for determination of credit limits and credit
approvals for customers. Limits attributed to customers are
reviewed periodically. Approximately 69% (2011: 75%) of the
trade receivables are neither past due nor impaired as they were
assessed to be of good credit rating attributable under the credit
control system used by the Group.

Included in the Group’s trade receivables are past due debtors
with aggregate carrying amount of HK$596,612,000 (2011:
HK$387,310,000). These past due debtors are all closely
monitored and by past experience, they will eventually settle their
debts, so the Group has not provided for impairment loss. The
Group does not hold any collateral over these balances.
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2. BRIER R BEWRRE 21. Trade and Bills Receivables, Other

HtEWKRRR AR
I8 &)

AR 25 3 5K B 18 28 4B R 18 2 FE I
RREREAN S RBAN AT

Debtors and Prepayments (continued

The following is an aged analysis of trade receivables, which
are past due but not impaired at the end of the reporting period
based on the invoice date:

—E—C—F —E——F

2012 2011

FET FET

HK$’000 HK$’000

EE={EA 0 — 3 months 302,254 203,322
mZEXNEAR 4 — 6 months 246,754 165,205
~MEA B £ Over 6 months 47,604 18,783
596,612 387,310

HEERBRR 2 TREMEE - B
ERMEHEEEREREAN K
SEEERURAERERZEM
25 - ANAESBRE AEEY
BEANGFERBNED  BERER

In determining the recoverability of the trade debtors, the Group
monitors any change in the credit quality of the trade debtors
since the credit was granted and up to the reporting date. The
directors of the Company considered that the Group has no
significant concentration of credit risk, with exposure spread over

HAERGHREFDE - a large number of counterparties and customers.
IR Allowance for doubtful debts:

—B-C—F —E2——F
2012 2011
THET FTiEx
HK$’000 HK$'000
F4) At beginning of the year 25,978 24,850
INEEHERE Currency realignment 301 1,018
BRZAEESE Impairment losses recognised 18,192 3,128
A AR 2 R Amounts written off as uncollectible (7,488) (2,924)
REFECKE 28 Amounts recovered during the year (34) (94)
ER At end of the year 36,949 25,978
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ZE R RIS EAIE A o

BRRESERRITELRERS
RZBTRAESR - AEEZE 5
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TERGEREZERYIRR

HEHASBEERAEEZRITE
AEZRHARRTERAEAR
EH o ARLGEREZRITHERA
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Notes to the Consolidated Financial Statements

21. Trade and Bills Receivables, Other

Debtors and Prepayments (continued)

Impairment is made for trade debtors that have been placed
under liquidation or in severe financial difficulties. The Group does
not hold any collateral over these balances.

Bills receivables represent banker's acceptances (“#R1T7# &
"), i.e. time drafts accepted and guaranteed for payment by PRC
banks. The Group accepts the settlement of trade receivables by
customers using banker’s acceptances accepted by PRC banks

on a case by case basis.

These banker’s acceptances are issued to or endorsed to the
Group and with due date not longer than six months from the date
of issuance. Those banks accepting the banker’s acceptances,
which are state-owned banks or commercial banks in the PRC,
are the primary obligors for payment on the due date of such
banker’s acceptances.

At 31 December 2012, the Group endorsed certain banker’s
acceptances with an amount of HK$477,753,000 (2011:
HK$335,948,000) to creditors to settle the trade payables to
them and discounted banker’s acceptances with an amount
of nil (2011: HK$4,924,000) to banks for cash with recourse.
Accordingly, the Group continued to include the full amount of
these endorsed or discounted banker’s acceptances under bills
receivables and recognised the relevant payable to creditors
and the cash received as secured borrowings (see note 25) until
maturity.
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2. B IER R EWRRE 21. Trade and Bills Receivables, Other

HitEWKRRR AR
I8 &)

FE W B 2 T B M 29 T 2 P B
SEETHEELEEEEAT
WA HE

Debtors and Prepayments (continued

Included in trade receivables and bill receivables and other debtors
are the following amounts denominated in currencies other than
the functional currency of the group entities to which they relate:

—E——F —E2——F

2012 2011

FHET FBT

HK$’000 HK$'000

BIT Hong Kong dollars 10,979 6,974

E United States dollars (“USD”) 9,274 17,390
HRSREE Transfer of financial assets

UTFAREEBR-ZE——F+=-A=
T -HNEKREENEBREEEE
REEEBECHFAEETHER -
HRAREEY BEEZZERRR
WEXREBEER HEEBHRE
REWERR ZREE - WAEER
BACKWESBERIFEE - 25
FE W BR FA % 75 A FE A BR TR AR 12 68 AR
KREIAREBREMBEARREK ©

R=—¥——%+=-A=+—H

The following were the Group’s bills receivables as at 31
December 2012 that were transferred to suppliers by endorsing
these receivables on a full recourse basis. As the Group has not
transferred the significant risks and rewards relating to these
receivables, it continues to recognise the full carrying amount
of the receivables and has recognised the cash received on
the transfer as a secured borrowing. These receivables and the
associated payables are carried at amortised cost in the Group’s
consolidated statement of financial position.

As at 31 December 2012

REEBREESEERT
HERNERREE

Bills receivables
endorsed to suppliers
with full recourse

FE T

HK$'000

CEEEECIREE  Carrying amount of transferred assets 477,753
EHEEEZREE

Carrying amount of associated liabilities (477,753)
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Short-term Bank Deposits, Bank

Balances and Cash

Included in short-term bank deposits and bank balances and
cash are the following amounts denominated in currencies other
than the functional currencies of the group entities to which they
relate:

—E-——F —E——5F

2012 2011

FE T FET

HK$’000 HK$'000

Ep usD 50,065 76,837
BT Hong Kong dollars 1,845 2,491
AR RMB 124,788 302

BREZR=BAREBZREBRITE
IRERE3.05%%3.08% (=ZF—
—F 1 1.9%%E3.5%) T84 FiE
£ T 4R 17 17 72 F R E0.001% &
2. 9% FEFE(ZZE——F:0.001%
£1.9%) o

FEfiR= A ERRA

RIREHR ENRARETER
R B IEE E F1,142,535,00058
T( == — — £ : 1,063,254,00078
7)) BB LATE - BIEERRK
R 2% E3,994,0008 T (=& ——
FE)RVENBAREIMERZ
X 182,400,000 T (=& — —F :
FB) MRETEEFETEWREFEM
R CENEIHFESRER B
Efe BENEHRERS -

23.

Other than short-term bank deposits with original maturity more
than three months carrying interest ranging from 3.05% to 3.08%
(2011: 1.9% to 3.5%) per annum, all remaining bank deposits
carrying interest ranging from 0.001% to 2.9% (2011: 0.001% to
1.9%) per annum.

Creditors and Accrued Charges

At the end of the reporting period, the balance of creditors and
accrued charges included trade creditors of HK$1,142,535,000
(2011: HK$1,063,254,000), dividend payable to a non-controlling
shareholder of a subsidiary of HK$3,994,000 (2011: nil) and
consideration payable for acquisition of additional interests in
a subsidiary of HK$2,400,000 (2011: nil). Remaining balances
mainly consist of receipts in advance from customers, payable
of staff salaries and benefits, sales commission, storage and
transportation, etc.
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23. EFIRRRERNEH =

RBEMREENERBRREARZ
SREQ DATAOT

(Continued)

23. Creditors and Accrued Charges

An aged analysis of trade creditors at the end of the reporting

period based on the invoice date is as follows:

—E——fF —E——fF

2012 2011

F#xT T8

HK$°000 HK$’000

EZ={ER 0 - 3 months 1,002,226 982,834
mZEXNEA 4 — 6 months 128,929 73,903
NMEA K E Over 6 months 11,380 6,517
1,142,535 1,063,254

BAERAERETILIFUFEER
DA NEEBEEZFE

Included in creditors are the following amounts denominated in
currency other than the functional currency of the group entities

to which they relate:

—E——F —E——F

2012 2011

FET T8

HK$’000 HK$'000

ES uUsD 149,422 273,516
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TEemIA 24. Derivative Financial Instruments
B IETRED
Current Non-current
—B-—-F =B =ZF-ZF =B-—F
2012 2011 2012 2011
THExT THET FHET FET
HK$’000 HK$’'000 HK$’000 HK$’'000
DS E T ARE Derivatives under
ZETETIR hedge accounting
FZRIEEEH Interest rate swap contracts (7,451) 68) (8,120) (11,052)
HhfTETH Other derivatives
(3ELAE (not under hedge
B ARE) accounting)
SNERFIEH Foreign exchange
forward contracts - (2,727) - -

DREREER P2 HREHMELD

REBEZ EBHERTI LSRR
REMAN  BESIBHNRER
REEFNR . BRITZ2ETEIR
ERFERTEEZRESRBAR
BERE ZESHNZKRAREE
RERBEEPRITEE ZGAR
EE - (BERITEE A EHE
BERANZRERIER) - EBRXR
NEEHENBSHEHPITA I
REH IS EEEZETARR
TREBEHHIE -

BEAFFREBH 2 EHERERKEM
S HIPASEEXR BE-ZT—
“H+-A=t+—HLFE ‘e
T2 PR FEEEAR4,451,000/ T
(=ZZ——1% : 8,830,000/ 7T)ER
Hih2EREABRIALBZERER
Ao EEFEH R AT RS H
BERREEBAEABATE B ERE
AR ©

(7,451) (2,795) (8,120) (11,052)

Interest rate swap contracts under cash flow hedges

The Group entered into a number of interest rate swap contracts
with the commercial banks to minimise its exposure to cash flow
changes of its floating-rate Hong Kong dollars and USD bank
borrowings from the banks by swapping floating interest rates to
fixed interest rates. The terms of these contracts were negotiated
to match with those of the hedged bank borrowings with the
same notional amounts to principal amounts of bank borrowings,
currency and interest rate index. The directors consider that
the interest rate swap contracts are highly effective hedging
instruments and have designated them as cash flow hedging
instruments for hedge accounting purpose.

The hedges were highly effective in hedging cash flow exposure
to interest rate movements. Net adjustments on cash flow hedges
of HK$4,451,000 for the year ended 31 December 2012 (2011:
HK$8,830,000) have been recognised in other comprehensive
income and accumulated in equity. The directors expected the
accumulated sum is to be released to profit or loss at various
dates in the coming maturity periods after the reporting period.
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fTEEMTI A

UBREREHPZAXEEREL

(#)

MBEBR KM Fo5iEE 2R
THEERESREYPET 2R
17 & $1,010,000,000/8 T( = =
— — £ :20,557,000% T (#H %R
159,711,000 7t ) ’560,000,000
BL) MESRESREHHFETZ
NEEHEN 2 EEHRRANT :

24. Derivative Financial
(Continued)

period are as follows:

Instruments

Interest rate swap contracts under cash flow hedges
(Continued)

Included in bank borrowings as disclosed in note 25 were bank
loans of HK$1,010,000,000 (2011: USD20,557,000 (equivalent
to HK$159,711,000) and HK$560,000,000) which were under
cash flow hedges and the major terms of the interest rate swap
contracts under cash flow hedges at the end of the reporting

HE EEA WEGE B XHER
Notional amount Maturity Receive floating Pay fixed
R-B-——f+=-A=t+—H

At 31 December 2012

450,000,00058 7T —E-RFNA=1H BT 2EBRITRERE 1.83E
HK$450,000,000 30.9.2016 HK$ 3-month HIBOR* 1.83%
50,000,000 7T —E-XRFEhA=1H BL=EA 2B BRITEERE 1.95/2
HK$50,000,000 30.9.2016 HK$ 3-month HIBOR 1.95%
100,000,00058 7t —E-R"F—-A=tANH BL=EA 2B BRITEERE 27T
HK$100,000,000 29.1.2016 HK$ 3-month HIBOR 2.77%
200,000,00058 7T —E—xE=H=+=H BT 2EBRITRERE 2.70/2
HK$200,000,000 23.3.2016 HK$ 3-month HIBOR 2.70%
90,000,0007& 7T —E-—REMA+=H BL=EA 2B BRITEERE 2742
HK$90,000,000 12.4.2016 HK$ 3-month HIBOR 2.74%
60,000,00078 7T —E-ARFNA+=H BL=EA 2B BRITEERE 2208
HK$60,000,000 12.4.2016 HK$ 3-month HIBOR 2.22%
60,000,00078 7T —E-XFRATLH BIAEA 2B BRITEERE 2.26/2
HK$60,000,000 17.5.2016 HK$ 6-month HIBOR 2.26%
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24. Derivative Financial Instruments

(Continued)

Interest rate swap contracts under cash flow hedges

(&) (Continued)

HE ZHA WEGEE TRER
Notional amount Maturity Receive floating Pay fixed
R=B——F+=-HA=+—8

At 31 December 2011

1,608,000 7T —E-—_—F—H+=H En— A ZmBEBITREZEREMOE 1.27E
US$1,608,000 13.1.2012 USD 1-month LIBOR™ plus 0.6% 1.27%
2,661,000 7T —E-——-F=A+MWH En—EAZmRBEIBITEEFEMOCE 1.21E
US$2,661,000 14.3.2012 USD 1-month LIBOR plus 0.6% 1.21%
1,718,000 T —E-_HWA-+H En—EAZmBEBITEEREMOCE 1.20E
US$1,718,000 20.4.2012 USD 1-month LIBOR plus 0.6% 1.20%
1,736,000%& T —E—-FEHA+~H En—EAZmBEBITREZEREMOE 1.18E
US$1,736,000 16.5.2012 USD 1-month LIBOR plus 0.6% 1.18%
1,724,000 7T —E-—_FRA-+EH En—EAZmRBEIBITEEFREMOCE 1.19E
US$1,724,000 25.5.2012 USD 1-month LIBOR plus 0.6% 1.19%
1,697,000 7T —E-——_FHA=-+ANH En—EAZmBEBITEEREMOCE 1.18E
US$1,697,000 29.5.2012 USD 1-month LIBOR plus 0.6% 1.18%
3,514,000 5T —E-—_—HxXH—AH En—EBAZmBEBITREZEREMOE 1.18E
US$3,514,000 1.6.2012 USD 1-month LIBOR plus 0.6% 1.18%
2,640,000% 7T —E——FxXHA+=H En—EAZmRBEIBITEEFREMOCE 1.18E
US$2,640,000 13.6.2012 USD 1-month LIBOR plus 0.6% 1.18%
1,457,000 7T —E2—_—%tA=+1+H En—EAZmBEBITEEREMOCE 1.25E
US$1,457,000 30.7.2012 USD 1-month LIBOR plus 0.6% 1.25%
1,802,000 7T —E——H+tH=+1H En—EAZmBEBITREZEREMOE 1.22F
US$1,802,000 30.7.2012 USD 1-month LIBOR plus 0.6% 1.22%
50,000,00078 7T —E-XREhA=1H BL=EA 2B BRITEERE 1.95/E
HK$50,000,000 30.9.2016 HK$ 3-month HIBOR 1.95%
100,000,000 7T —E-X"FE—-A=+NH BL=EA 2B BRITEERE 277E
HK$100,000,000 29.1.2016 HK$ 3-month HIBOR 2.77%
200,000,00058 7T —E-ARF=A=+=H BIT={EA 2B BRITRERE 2.70/2
HK$200,000,000 23.3.2016 HK$ 3-month HIBOR 2.70%
90,000,00078 7T —E-RFNA+=H BL=EA 2B BRITEERE 2.74E
HK$90,000,000 12.4.2016 HK$ 3-month HIBOR 2.74%
60,000,0007% 7T —E-ARFNA+=H BL=EA 2B BRITEERE 2208
HK$60,000,000 12.4.2016 HK$ 3-month HIBOR 2.22%
60,000,00078 7T —E-XFRATLH BRAEA 2B BRITRERS 2.26/2
HK$60,000,000 17.5.2016 HK$ 6-month HIBOR 2.26%

* HIBOR represents Hong Kong Interbank Offered Rate.

= LIBOR represents London Interbank Offered Rate.
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B 5 R 5 Y RE

TTEEMmTI A

SMEEMEH

AEBETLETHERHAEHN -
BE-_Z——H+-HA=+—H1L
FE ZEANZAREEHEZSE
21,579,000 THE(=ZF — —
F 5,498,000/ T ) EREBEH A
B - ZEEHNBABHATIRUK
REEHREUETEE - XEE
AULBLEEHN BHEHNEmYH
SHEREBEENZETRTE
Fo AEEREEFEZ—BH
EEEEREHERPIETSEZ
BE - AKEREE—BILEZH
BYSHEENBELEEZER - B
I BEESNBBZ2EEBBRY
BRI ERPELNETHETESR
EERANRNEE > BZERARE
BRABASHHSHNEZH
HKEH o

RBEHR » REBEWLES K E kK
TUWSERFEL o
R-ZE——F+=-A=+—H K
SEEAREZEHARBIIERZRELY
ZEESBENT :

24. Derivative Financial

Instruments
(Continued)

Foreign exchange forward contracts

The Group entered into a number of foreign exchange forward
contracts. For the year ended 31 December 2012, the change
in fair value of these contracts recorded a loss of HK$1,579,000
(2011: HK$5,498,000) and was recognised in profit or loss. The
majority of these contracts are non-deliverable forward contracts
and will be settled in USD. Such contracts were entered into
as part of the Group’s treasury operation for the purpose of
capturing the price differential between the spot and forward
foreign currency exchange markets by entering into bank loan
arrangements that were denominated in USD with the similar
amounts and maturity dates on a one by one basis. Each of these
arrangements, when contracted by the Group, will lock in a pre-
determined return. Accordingly, although the valuation of each
of these foreign exchange forward contracts may give rise to a
gain or loss at a particular date within the term of the respective
contract, such gain or loss will eventually be substantially offset
by each of these arrangements.

There is no major outstanding foreign exchange forward contracts
to the Group at the end of the reporting period.

The ranges of the notional amounts of the major outstanding
foreign exchange forward contracts to which the Group was
committed at 31 December 2011 were as follows:

& BEA Ex
Notional amount Maturity Exchange rates
E1,629,000£ 7T —E-—fF-A+=H 6.486% 7,/ AR
Buy USD1,629,000 13.1.2012 USD/RMB6.486
E2,694,000% 7T —E--—F=-A+MA 6.508%TT/ ARE
Buy USD2,694,000 14.3.2012 USD/RMB6.508
B1,739,000% 7 “E-“EMAZH 64105/ AR
Buy USD1,739,000 20.4.2012 USD/RMB6.410
B1,718,000% L E1,757,0005% T —Z-_ERA+~AZEZE-ZERA-TNA 6.42626.437% 7,/ AR
Buy USD1,718,000 to USD1,757,000 16.5.2012 10 29.5.2012 USD/RMB6.426 to 6.437
2,672,000 7t £3,687,000% T —E-"EXA-HEZZ--FxAt+=H 6.40426.441% T,/ AR
Buy USD2,672,000 to USD3,687,000 1.6.2012 0 13.6.2012 USD/RMB6.404 to 6.441
B1,477,000% T 24,733,000% T “E-—FE+A-HE-F-"FtA=TH 6.40626.4425 T,/ AR
Buy USD1,477,000 to USD4,733,000 3.7.2012 0 30.7.2012 USD/RMB6.406 to 6.442
E1,695,0005 L £3,939,0005% T —Z-_#\A=HZ=Z--FN\Bt+-H 6.38%26.396% T,/ AR
Buy USD1,695,000 to USD3,939,000 3.8.2012 10 11.8.2012 USD/RMB6.38 to 6.396
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THTETADRAABEHE R
BAAEFESERIE R-F—
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Instruments
(Continued)

Foreign exchange forward contracts (Continued)

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

The above derivatives were measured at fair value. The
classification of the measurement of the above derivatives at 31
December 2012 and 31 December 2011 was Level 2 under the
fair value hierarchy. Level 2 fair value measurements are those
derived from inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly (i.e.
as prices) or indirectly (i.e. derived from prices). There were no
transfers between Level 1 and 2 in the current and prior years.

P el -
SHITHEE 25. Bank Borrowings
—E-—fF —E——fF
2012 2011
FExT FET
HK$’000 HK$’000
RITER Bank loans 2,374,277 2,154,509
BEERHEEZUEEZERE  Discounted bills with recourse (note 21)
(Ff¥zE21) - 4,924
2,374,277 2,159,433
BiKH Secured - 4,924
SRR 17 Unsecured 2,374,277 2,154,509
2,374,277 2,159,433
RITEEER The borrowings are repayable as follows:
LT EEEE
—FR Within one year 923,027 938,600
—FEREMERN More than one year but not exceeding two years 456,667 319,583
MEERZERFR More than two years but not more than five years 994,583 901,250
2,374,277 2,159,433
W ER—FREER Less: Amounts due within one year shown
W ERAR AR B under current liabilities
BECeHE (923,027) (938,600)
1,451,250 1,220,833
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25. BITHE = 25. Bank Borrowings (continued)

AEEBOHNRTEERFEREH
EBRTEEREMO.7%EHER
TREREMN2% - RBIRITRER
Bn1.25% Kk MK RTREERE
hn1.25% o =X —KRE1EA &3
BA(=Z——% : 81EA £12@
B)EE—IR °

Certain of the Group’s bank borrowings carry annual interests at
the range of HIBOR plus 0.7% to HIBOR plus 2%, LIBOR plus
1.25% and SIBOR plus 1.25%. Interest is repriced in the period
from one month up to three months (2011: 1 month up to 12
months).

—E-——fF —E——5F
2012 2011

BRF = Effective interest rates
EEEE Fixed-rate borrowings 1.21% Z1.75% 0.97% Z 2.10%
1.21% t0 1.75% 0.97% to 2.10%
FEEE Variable-rate borrowings 1.10% Z 2.77% 1.07% & 2.77%

R 178 & B $5603,443,000/8 Tt (=
T — — £ : 557,889,000/ T ) A&
EEHBE AEAHNER-—FRE
B o
RITEEEBETILIFAEBREE
AR ZUEEEEEZE :

1.10% t0 2.77% 1.07% t0 2.77%

Included in bank borrowings are HK$603,443,000 (2011:
HK$557,889,000) at fixed-rate borrowings with the contractual
maturity dates within 1 year.

Included in bank borrowings are the following amounts
denominated in currency other than the functional currency of the
group entities to which they relate:

—2—F —E——F

2012 2011

FEx FET

HK$’000 HK$’000

E usb 228,443 315,925
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26. Deferred Tax Liabilities

UTHAEECEIA 2 ERIELER
HEB(EE)RRAFREFARAZ

The followings are the major deferred tax liabilities (assets)

recognised by the Group and movements thereon during the

BERIZE : current and prior years:
KD EEF
IEBE ZHERB
e HIE Withholding
Accelerated BB tax on
tax Tax undistributed Hith @t
depreciation losses profits Others Total
TiEr TET FTET FTET TEx
HK$'000  HK$000  HK$000  HK$000  HK$'000
(M=E)
(Note)
R=ZZB——&F—A—H At January 2011 2,580 19 - 3,996 6,557
(Gt A) fMpriER (Credit) charge to profit or loss (242) (18) 3,192 (641) 2,291
RZB——F At 31 December 2011
+=ZR=1t—H 2,338 (37) 3,192 8ol 8,848
ROREEEERES  Reversal of withholding tax upon
distribution - - (1,831) - (1,831)
(GPNEIES 6 (Credit) charge to profit or loss (33) (258) 4,659 112) 4,256
i ;3 At 31 December 2012
+=B=+-A8 2,305 (295 6,020 3243 11,273
MiEE: HihFERRRUEBHIE D RFR Note: Others mainly represent deferred tax liabilities arising from fair value

AAREFABFWEEE(DNEFLE
B ACLASRYE  BER
R MEE ZELEREAE -

adjustments on assets acquired (i.e. intangible assets, prepaid
lease payments and property, plant and equipment) on acquisition

of subsidiaries.
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26.;EERIARA T/ =)

26. Deferred Tax Liabilities (continueq)

RENGEUBMRREMS - BT
EEHREERBBECEHT - A
B BHRERBR EERIBEHD
AT -

For the purpose of presentation in the consolidated statement of
financial position, certain deferred taxation assets and liabilities
have been offset. The following is the analysis of the deferred tax
balances for financial reporting purposes:

—8-=% —B——&

2012 2011

THET FET

HK$’000 HK$’'000

EEFIBEE Deferred tax liabilities 11,273 8,848

R=ZE—-"F+=—F=+—8"
AEBERTEAREEERD
580,479,000/ T( = & — — F :
513,050,000 Jt ) A {4t 3K 5 7R 3R
A e RZE—Z—F+-A=+-—
B BERIA-—FENBELABKE
81,788,000 T( = & — — F :
222,000 7t ) EE AN EE B D 7] 2 B B
MBI RERRNBELERIBEEE -
HRABEBEHARBERIRE
Wk B R &R T578,691,0007% JT
(Z=F—— % :512,828,000/% T )
BEHBEEE  RAEIRBEHEH
F1528,166,000/8 TT( =8 — — £ :
445,306,00078 jt ) o] PR BA 45 85
BREBN Tt FEH A2 -

REBERIBEPEHFBT ALK
"RPENEARBE=—ZEZENE—A
— B B BREAER B 2K 5 S
FRHIE A B R0 R AR
BiE - M EREETBRRER 2
IR B IRE% B 10% M) B = 8 48 78 1R
HeoeHRESRAREBATZHE
EEREEMNERE MTKEZER
AERARITETEEE  BARE
BUYERTENEARE —ZZEN
F—-—A—BEEHRINETAED
K 4R B 5% A1,592,280,00058 Tt ( =
T — — £ 1 1,286,786,00058 7T )
RIEERIE o
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At 31 December 2012, the Group had unused tax losses of
approximately HK$580,479,000 (2011: HK$513,050,000)
available to offset against future profits. As at 31 December
2012, a deferred tax asset has been recognised in respect of
HK$1,788,000 (2011: HK$222,000) of such losses from a
Hong Kong subsidiary which set off with taxable temporary
differences of the relevant group entity. No deferred tax asset has
been recognised in respect of the remaining HK$578,691,000
(2011: HK$512,828,000) due to the unpredictability of future
profit streams. Included in the unrecognised tax losses,
HK$528,166,000 (2011: HK$445,306,000) may be carried
forward indefinitely and the remaining balance will expire at
various dates up to and including 2017.

Deferred taxation on undistributed profits of subsidiaries has been
recognised taking into accounts the dividends to be distributed
from profits earned by certain subsidiaries in Mainland China
starting from 1 January 2008 under the Implementation Regulation
of the EIT Law of Mainland China that requires withholding tax
with tax rate ranging from 5% to 10% upon the distribution of
such profits to the shareholders. Deferred taxation has not
been recognised in respect of certain undistributed retained
profits earned by the subsidiaries in the Mainland China starting
from 1 January 2008 amounting to HK$1,592,280,000 (2011:
HK$1,286,786,000) as the directors are of the opinion that the
Group is able to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences will
not reverse in the foreseeable future.
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27. k& 27. Share Capital

EE BEBRITREE
Authorised Issued and fully paid
—E-=FR

—B——fF S —E——F
2012 & 2011 2012 2011
T FHET FHBT
HK$'000 HK$’000 HK$’000
FREE0.10/BTT 2D Shares of HK$0.10 each 80,000 56,186 5,518

FRARRAZERITRAEUTE

Movements in the issued share capital of the Company during the

B year are as follows:
BGEE
Number ot
of shares Amount
T iz FET
‘000 HK$’000
AZZE——F—H—H At1January 2011 553,037 55,304
1T RS AR HE (B EEa) Exercise of share options (note a) 2114 211
R-ZT——F At 31 December 2011
+=—A=+—H 555,151 55,515
TR RE (MiEtb) Exercise of share options (note b) 774 77
PARAR B (FffsEe) Scrip dividend (note ©) 5,940 594
R-ZZE——F At 31 December 2012
+=BA=+—H 561,865 56,186
FEE - Notes:
() MBE=ZE——F+=-A=+—H (@  During the year ended 31 December 2011, 2,114,000 share options
IEEE - H52,114,0008% 2 B & were exercised, resulting in the issue of 300,000 shares, 230,000

T AATR TS BT
300,000 * 230,000 * 608,000
B ~ 240,0008% % 736,000 & %
HE010B T2k BRIEESD
Bl$E1.590/8 7T ~2.0047% 7T ~4.050
T > 1.950/8 7T K 4.53678 T °

E"Eﬁi—i—_fﬁwL:HEJr—
H It F E - & BF774,00017 8 &
EETE AATRREKS BT
100,0008% * 126,0008% * 170,000
B % 378,0008% & AR E {H0.1078
TR BRIEESD 5I2.00478
g 4.05078 7T ~1.950/% Tt K% 4.536
Vispe

shares, 608,000 shares, 240,000 shares and 736,000 shares of
HK$0.10 each in the Company at a price of HK$1.590, HK$2.004,
HK$4.050, HK$1.950 and HK$4.536 per share respectively.

During the year ended 31 December 2012, 774,000 share options
were exercised, resulting in the issue of 100,000 shares, 126,000
shares, 170,000 shares and 378,000 shares of HK$0.10 each in
the Company at a price of HK$2.004, HK$4.050, HK$1.950 and
HK$4.536 per share respectively.

() M=ZT—=FxA8> E}F‘U\Hﬁ{%,@ (©)  In June 2012, 5,940,010 shares of HK$0.10 each were issued at
FE(FEHENBEPA-ZT——F a price of HK$5.963 per share upon election by shareholders to
MAZ+=HZ®BH) - B"Z!S’I} A receive shares in the Company in lieu of the 2011 final dividend in

BREZEBBRHRE-Z——F
HIRIR &R 28 3175,940,010
BEREE10BTZRMG » §K
{E{E5.96338 7T ©

MECBRTROHYENEIEEE
RKzHBRNEZRERSES

cash, pursuant to the scrip dividend scheme as detailed in a circular
dated 23 April 2012.

All shares issued rank pari passu with the then existing shares in
issue in all respects.
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28. EX AP EE B RRK 28. Capital Risk Management Objectives
® and Policies
AEEERHERUERBBEL The Group manages its capital to ensure that entities in the Group
BERERAEEARRFRESE will be able to continue as a going concern while maximising the
o EAEEQAREAFELE return to owners through the optimisation of the debt and equity
AEBERBRRISEBEIFEM balance. The Group’s overall strategy remains unchanged from
[E ° prior year.
AEEZERNEREREEK =2 The capital structure of the Group consists of debts, which mainly
AR EZRITEEREAAD include the bank borrowings disclosed in note 25, and equity
ARRELER(EEBRTRAR R attributable to owners of the Company, comprising issued share
BEFEREEA) capital and reserves including retained profits.
ARABEETCHEZRERGEE - 1 The directors of the Company review the capital structure on a
RER D ARABDEEHER regular basis. As part of this review, the directors consider the
ERARARBEELNVAR  KE cost of capital and the risks associated with capital. Based
EEE BBIXMIRE S BITHER on recommendations of the directors, the Group will balance
RBITHEREBERHREEE U its overall capital structure through the payment of dividends
FEAREEREERERE o and new share issues as well as the issue of new debts or the
redemption of existing debts.
20. &M TH 29. Financial Instruments
SR T HIER Categories of financial instruments
—B-—=F —E——F
2012 2011
FHET FET
HK$’000 HK$’'000
THMEE Financial assets
EREEWERR Loans and receivables (including cash and

(BFERHEE cash equivalents)

RE&ZEER) 4,149,056 3,819,993
AHHERE Available-for-sale investment 23,421 23,167
tReE Financial liabilities
HEHRA Amortised cost 3,672,617 3,327,575
THEEMIA Derivative financial instruments at fair

RARBEFAEBR value through profit or loss - 2,727
fTEEMIA Derivative financial instruments designated

BEFEEHZIA as hedging instruments 15,571 11,120
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Notes to the Consolidated Financial Statements

29. Financial Instruments continueq)

Financial risk management objectives and policies

The Group’s financial instruments include trade and bills
receivables, other debtors, derivative financial instruments,
available-for-sale investment, short-term bank deposits, bank
balances and cash, creditors and bank borrowings. Details of the
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments include market risk
(currency risk, interest rate risk and other price risk), credit risk
and liquidity risk. 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. There has been no significant
change to the Group’s exposure to market risk or the manner in
which it manages and measures the risk.

Market risk
Currency risk

Several subsidiaries of the Company have foreign currency sales
and purchases, which expose the Group to foreign currency
risk. Approximately 4% of the Group’s sales are denominated in
currencies other than the functional currency of the relevant group
entities making the sale, whilst almost 62% of purchases are
denominated in the relevant group entities’ functional currency.

The carrying amount of the Group’s foreign currency denominated
monetary assets and liabilities at the end of the reporting period
are disclosed in respective notes. During the year ended
31 December 2011, the Group entered into certain foreign
exchange forward contracts to reduce its exposure to potential
variability of foreign currency risk arising from changes in foreign
exchange exposure in USD denominated bank borrowings.
Al the outstanding foreign exchange forward contracts as
at 31 December 2011 were settled during the year ended 31
December 2012. The management continuously monitors the
foreign exchange exposure and will consider hedging significant
foreign currency risk should the need arise.
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29. Financial Instruments continueq)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Currency risk (Continued)

Sensitivity analysis

The Group is mainly exposed to currency risk of USD, RMB
and Hong Kong dollars. The following table details the Group’s
sensitivity to a 5% (2011: 5%) increase and decrease in functional
currency of respective group entities against the relevant foreign
currencies. 5% (2011: 5%) is the sensitivity rate used which
represents management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated monetary items
and adjusts their translation at the period end for a 5% (2011: 5%)
change in foreign currency rates. The sensitivity analysis includes
trade and bills receivables, bank balances, creditors as well as
bank borrowings (except for those bank borrowings hedged with
foreign exchange forward contracts as at 31 December 2011).
A positive number below indicates an increase in profit after
taxation where functional currency strengthens 5% (2011: 5%)
against the relevant foreign currency for net liability position and
vice versa. For a 5% (2011: 5%) weakening of functional currency
against the relevant foreign currency, there would be an equal and
opposite impact on the profit after taxation.

—E——fF —E——fF

2012 2011

FExT FEx

HK$’000 HK$'000

E usD 15,738 25,702
AR RMB 5,233 13
BT Hong Kong dollars (478) (358)
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29. Financial Instruments continueq)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

Currency risk (Continued)

Sensitivity analysis (Continued)

The Group is also exposed to currency risk concerning the
amounts due from/to group entities, which are denominated
in currencies other than the functional currency of the relevant
group entities. When RMB strengthens 5% (2011: 5%) against
the relevant foreign currency, profit after taxation of the Group
will increase by HK$51,647,000 (2011: HK$45,011,000) and vice
versa.

The sensitivity analysis of the Group’s exposure on the foreign
exchange forward contracts is disclosed in other price risk of this
note.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk as the
year end exposure does not reflect the exposure during the
year.

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to
fixed-rate bank deposits and bank borrowings (see note 25 for
details of these borrowings). However, since the bank deposits
and the majority of the fixed-rate bank borrowings will mature
within one year, the management considers the risk is insignificant
to the Group.

The Group is also exposed to cash flow interest rate risk in
relation to bank deposits carried interest at prevailing market
deposit rate and floating-rate bank borrowings (see notes 22 and
25 for details). In order to keep the Group’s bank borrowings at
fixed rates, the Group entered into interest rate swaps to hedge
against its exposures to changes in cash flows of certain bank
borrowings. The critical terms of these interest rate swaps are the
same to those of hedged bank borrowings. Interest rate swaps
are designated as effective hedging instruments and hedge
accounting is used (see note 24 for details).
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29. Financial Instruments continueq)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Interest rate risk (Continued)

The Group’s bank balances have exposure to cash flow interest
rate risk due to the fluctuation of the prevailing market interest
rate on bank balances. The directors consider the Group’s
exposure of the short-term bank deposits with original maturity of
less than three months and bank balances to interest rate risk is
not significant as interest bearing bank balances are within short
maturity period and thus it is not included in sensitivity analysis.

Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to interest rates for non-derivative instruments
at the end of the reporting period. For interest bearing bank
deposits with original maturity of more than three months and
bank borrowings, the analysis is prepared assuming the amount
of assets and liabilities outstanding at the end of the reporting
period were outstanding for the whole period. A 50 basis points
(2011: 50 basis points) increase or decrease is used which
represents management’s assessment of the reasonably possible
change in interest rates.

If interest rates on interest bearing bank borrowings (excluding
bank loans under cash flow hedges of HK$1,010,000,000 (2011:
HK$719,711,000)) and short-term bank deposits with original
maturity of more than three months had been 50 basis points
(2011: 50 basis points) higher/lower and all of other variables
were held constant, the profit after taxation for the year ended
31 December 2012 would decrease/increase by approximately
HK$3,105,000 (2011: decrease/increase by approximately
HK$1,799,000). This is mainly attrioutable to the Group’s exposure
to interest rates on its interest bearing short-term bank deposits
and variable-rate bank borrowings which are not hedged against
their exposures to cash flow interest rate risk at the end of the
reporting period.

Other price risk

The Group is exposed to other price risk through its derivative
financial instruments. The Group’s other price risk is mainly
concentrated on the interest rate swaps and foreign exchange
forward contracts.
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29. Financial Instruments continueq)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Sensitivity analysis
The sensitivity analyses have been determined based on the

exposure to other price risks for derivatives at the end of the
reporting period:

o if the forward exchange rate of foreign exchange forward
contracts had been 5% higher/lower and all other variables
were held constant, the profit after taxation for the year
ended 31 December 2011 would increase/decrease by
HK$7,041,000 (2012: nil);

° if the forward interest rate of interest rate swap contracts
had been 50 basis points (2011: 50 basis points) higher/
lower and all other variables were held constant, the debit
side of hedging reserve would decrease/increase by
HK$10,560,000 (2011: HK$8,467,000) as a result of fair
value change on interest rate swap contracts.

Credit risk

As at 31 December 2012, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due to
failure to perform an obligation by the counterparties are arising
from the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position.

In order to minimise the credit risk, the management of the Group
has delegated the responsible personnel for determination of
credit limits, credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable amount
of each individual trade debt and other debt at the end of the
reporting period 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.
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29. Financial Instruments continueq)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

In respect of bills receivables, the credit risk is limited as the
Group has procedures and policies in place to ensure they are
from banks or rural cooperative banks with acceptable credit
quality.

The credit risk on liquid funds is limited because the counterparties
are mainly banks with high credit ratings assigned by international
credit-rating agencies.

Other than concentration of credit risk on liquid funds which
are deposited with several banks with high credit ratings and
bills receivables mainly from banks with good reputation in
Mainland China, the Group does not have any other significant
concentration of credit risk on trade and other debtors. Trade
receivables consist of a large number of customers, which spread
across diverse industries and geographical areas.

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows. The management
monitors the utilisation of bank borrowings and ensure compliance
with loan covenants.

The Group relies on bank borrowings as a significant source
of liquidity. As at 31 December 2012, the Group had available
unutilised bank  borrowings  facilities  of
HK$2,218,714,000 (2011: HK$1,453,431,000).

approximately

The following table details the Group’s remaining contractual
maturity for its financial liabilities. For non-derivative financial
liabilities, the table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date on which
the Group can be required to pay. The table includes both interest
and principal cash flows. For derivative instruments settled on a
net basis, undiscounted net cash outflows are presented.
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2. 2T R = 29. Financial Instruments continueq)
MRS B BR (7)) Financial risk management objectives and policies
(Continued)
REELEB(E) Liquidity risk (Continued)
RBELRAREHE Liquidity and interest risk tables
—EN LB BENL  AHEEER
MEYS -ERNL TREMF ETEBRLEF BORELE
Gilk:3 BFBE—-F  Morethan  Morethan Total
Weighted ~ —fEAR imonth  1yearbut  2yearsbut  contractual FEE
average Less than to less than lessthan  undiscounted Carrying
interest rate 1 month 1year 2 years Syears  cash flows amount
E T TiEn TR Tix TR TR
% HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$'000
RZB-ZE+ZA=+-B  At31.122012
HTELRER Non-derivative
financial liabilities
EfRRREERR Creaitors and other payables - 638,033 660,307 - - 1208340 1,298,340
RITER Bank loans
-5 - at variable rate 214 - 323,880 472,442 1,060,112 1,806,434 1,770,834
-E8 -atfixed rate 144 604,168 - - - 604,168 603,443
1,242,201 984,187 472,442 1,060,112 3,758,942 3,672,617
fiETA-85LE Derivatives - gross settlement
IEEEIEE Interest rate swap contracts
-HiA - inflow (1,157) (11,874) (9,336) (6,634) (29,001) (28,238)
iihn - outflow 1,838 18,701 14,621 9,907 44,973 43,809
681 6,827 5,191 32713 15,972 15,571
RZZ--EtZR=+-A  At31.122011
HTELRER Non-derivative
financial liabilities
ERERREMERE Creaitors and other payables - 504,434 571,308 2,400 - 1168142 1,168,142
RITER Bank loans
-5 - at variable rate 1.72 22,525 361,450 328,534 954,536 1,667,045 1,601,544
-E8 -atfixed rate 1.52 446,376 118,084 - - 559,460 557,889
1,063,335 1,045,842 330,934 954,536 3,394,647 3,327,575
fiATR-FELE Derivatives - net settlement
NEEHEH Foreign exchange
forward contracts 455 2272 - - 2121 2121
fiETE-BELE Derivatives - gross settlement
HskHas Interest rate Swap contracts
-HA -inflow (442) (4,369) (4,031) (4239 (13,081) (12,378)
i - outflow 811 8242 7,734 8,049 24,836 23,498
369 3873 3708 3810 11,75 11,120
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29. Financial Instruments continueq)

Fair value

The fair values of financial assets and financial liabilities are
determined as follows:

° the fair values of derivative financial instruments of foreign
exchange forward contracts are measured at fair values by
reference to quoted forward exchange rates and yield curves
derived from quoted interest rates matching remaining
maturities of the contracts;

° the fair values of derivative financial instruments of interest
rate swap contracts are measured at the present value of
future cash flows estimated and discounted based on the
applicable yield curves derived from quoted interest rates;
and

° the fair values of other financial assets and financial liabilities
(excluding derivative financial instruments) are determined in
accordance with generally accepted pricing models based
on discounted cash flow analysis.

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in
the consolidated financial statements approximate to their fair
values.
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30. Share Option Scheme

On 25 May 2012, the shareholders of the Company at the annual
general meeting approved the adoption of a new share option
scheme (the “New Scheme”) and the termination of the old share
option scheme (the “Old Scheme”) which was adopted by the
Company on 3 September 2002. Options granted under the
Old Scheme prior to such termination will continue to be valid
and exercisable in accordance with the rules of the Old Scheme.
The New Scheme will expire on 24 May 2022 in order to comply
with the terms of Chapter 17 of the Rules Governing the Listing
of Securities on the Stock Exchange. 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. The principal
terms of the New Scheme are similar to those of the Old Scheme,
the Board may grant options to selected eligible participants,
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 of the Company. The exercise
period of options granted shall not be more than ten years from
the date of grant and the Board may impose restrictions on the
exercise of options during the period options may be exercised.
A nominal consideration of HK$1 is payable on acceptance of
the grant of options. The exercise price of the option shall be
not less than the highest of (i) the closing price of the shares on
the date of grant; (i) the average closing prices of the shares on
the five trading days immediately preceding the date of grant;
and (i) the nominal value of the shares. The maximum number
of shares in respect of which options may be granted may not
exceed in nominal amount of 10% of the issued share capital
of the Company as 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.

The share options granted under the Old Scheme vested
immediately at the date of grant. No options were granted in the
two years ended 31 December 2012.
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30. AR R E =) 30. Share Option Scheme (continued)
ARATZBERETE 2 ERITEE A summary of the movements of the outstanding options and
Iz 28 R HARRE 2 hnfE 91T their related weighted average exercise prices during each of the
FERSERS ARSI T reporting periods under the Company’s share option scheme is

as follows:
BHEHE
Number of share options
R=B--% R=B--%
-A-A +=B=t-H

RHRM  TRE  HAGHE FAEOE FASHE HAGE

Outstanding ~ Exercised  Cancelled  Outstanding

Date Exercise at during during at
of grant price 1.1.2012 the year theyear  31.12.2012
BT
HKS
Eifdl Old Scheme “ZEMEFRATLA 1.690 400,000 = - 400,000
17.5.2004
“ERRETA-THA 2,004 676,000 100,000 - 576,000
24.10.2005
ZRRLEMAZA 4,050 954,000 126,000 - 828,000
34.2007
ZZZ\EHA=T-H 1.950 750,000 170,000 - 580,000
31.10.2008
ZERNETARA 453 1,988,000 378,000 20,000 1,590,000
5102009

4,768,000 774,000 20000 3,974,000

B B B o
HKS HKS HKS HKS

MEFEERTEE Weighted average exercise
price per share 3426 3562 4536 3.304
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30. IS AR Rt Bl ) 30. Share Option Scheme (coniinued)
BREHA
Number of share options
R=B--F R=Z--F
-A-H +=R=t-H
Riti A% TEE  HATHE FREME FREHHE  MAT
Outstanding  Exercised ~ Cancelled Outstanding
Date  Exercise at during during at
of grant price  1.1.2011 theyear  theyear 31.12.2011
B
HK$
Eitdl Qld Scheme “ZZNERRHLA 1590 700000 300,000 - 400,000
17.5.2004
ZE2ZRE+HZ 1A 2004 906000 230,000 - 676,000
24.10.2005
“ETLEMA=A 4050 1562000 608,000 - 954000
3.4.2007
“ZZN\E+A=t-H 1950 990,000 240,000 - 750,000
31.10.2008
“EETNETATA 4536 2,724,000 736,000 - 1,988,000
5.10.2009
6,882,000 2,114,000 - 4,768,000
B B BT BT
HK$ HKS HK$ HKS
MELHBRTER Weighted average exercise
price per share 3421 3409 TEfA 3426
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30. IS AR Rt Bl ) 30. Share Option Scheme (continued)
FHEERULERNRRESES Details of the options held by the directors included in the above
BREZFROT table are as follows:

HREZA
Number of share options
R=%-f R=B-2&
-f-B ERERE +=B=t-H
LA k8 BROE  EMER  FABAKE  HEAGE
Transfer to
Outstanding other category  Exercised ~ Outstanding
Date Exercise at during during at
of grant price 1.1.2012 the year theyear  31.12.2012
o (Mizt)
HKS (Note)
Bl Old Scheme “ZEZMERATLA 1.590 400,000 - - 400,000
17.5.2004
ZEZRETAZTAA 2004 400000 - - 400000
2410.2005
“ERLEMA=A 4,050 400,000 - - 400,000
3.4.2007
“EEN\ETB=T-R 1,950 300,000 (100,000) - 200,000
31.10.2008
ZEENETALA 45% 600000 (200000) - 400000
5102009
2,100,000 (300,000) - 1,800000
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30. AEARHERTE = 30. Share Option Scheme (continved
BREHE
Number of share options

R=B--% R=B-—-%

-A-H TZA=t+-A

Riti A e HATE  FRETE I RATHE

Outstanding Exercised  Outstanding

Date  Exercise at during at

of grant price 1.1.2011 the year 31.12.2011

B
HKS

Entél QOld Scheme —EEMFRATLA 1.590 700,000 300,000 400,000
17.5.2004

“ETRFTAZTINA 2.004 600,000 200,000 400,000
24.10.2005

“ZERLEMA=A 4,050 600,000 200,000 400,000
3.4.2007

“EEN\E+A=t-H 1.950 400,000 100,000 300,000
31.10.2008

“EENETATA 4536 800,000 200,000 600,000
5.10.2009

3,100,000 1,000,000 2,100,000

Note: Mr. Ting Hon Yam has been retired as director since 1 January
2012 and remains as a consultant of the Company.

The weighted average share price at the dates of exercise of
share options during the year ended 31 December 2012 was
HK$5.835 (2011: HK$9.183). The options outstanding at the end
of the year have a weighted average remaining contract life of
4.99 years (2011: 6.10 years).

On 11 January 2013, the Company granted a total of 7,520,000
share options to certain employees of the Group, including
executive directors, at an exercise price of HK$5.942 per option
share and will be vested over a period of two years from the grant
date under the terms of the Company’s New Scheme.
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31. &Iz 31. Commitments
—E-—fF —=E=——fF
2012 2011
FHT F&xT
HK$’000 HK$’'000
BREWEYE - ER Capital expenditure in respect of the acquisition
REZEREX of property, plant and equipment
— BRI WEBHZEEFE - contracted for but not provided in the
REPRFRE consolidated financial statements 45,781 135,261
—EREERTH — authorised but not contracted for 517,683 489,367
BERMELH Expenditure in respect of the additions of
FRAEZEX land use rights
—BiNB&EE8# - contracted for but not provided in the
REPRRFEE consolidated financial statements 5,125 5,069
32. ¥EHKIRKIE 32. Operating Lease Commitments
AEEEBFEEA The Group as lessee

RBEBRR  ZAREHRT 5 F 4
ERmcEEME T HEEEHE
HMAREHNRRKEEERIA:

At the end of the reporting period, the Group had outstanding
commitments for future minimum lease payments under non-
cancellable operating leases in respect of rented properties which
fall due as follows:

=F-—=F =F——F

2012 2011

FE T FE T

HK$’000 HK$’'000

—FR Within one year 15,671 16,946
E_ZEERF In the second to fifth year inclusive

(BEEMEEEER) 51,404 58,352

hFE%E After five years 55,502 68,983

122,577 144,281

BIEEAEET L2 AL BEE
BRESH-EE-tEEEF
o
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Under the leases entered into by the Group, the lease terms and
rentals are fixed from one year to twenty years.
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FEEEAHBEA
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32. Operating
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Lease Commitments
(Continued)

The Group as lessor

At the end of the reporting period, the Group had contracted with
a tenant for the following future minimum lease payments:

—B-=F —=E——F

2012 2011

FET FiExT

HK$’000 HK$’000

—FR Within one year 3,312 =
BEERF In the second to fifth year inclusive

(BERWMEBEER) 4,554 -

7,866 -

RAR=F  FENNEECENE
HFES o

RBALTRS

FR - AEHE S B X 14960,0005#
T(ZF—— 4 : 960,000/ T ) &
600,000/ 5T (=2 ——% : 600,000
BL)ZHEFBERERRLA
BE)REEREGRAT(E
Bl RNRBRzESEEREER
EIHAEDIRBEREERS
R o

FTEEEABRFTRARAZES - K
ZHMN 2 S EERHIEES ©

33

The properties held have a committed tenant for the next three
years.

Related Party Transactions

During the year, the Group paid rent of HK$960,000 (2011:
HK$960,000) and HK$600,000 (2011: HK$600,000) to Goldex
Investments Limited (“Goldex”) and Galsheer Investments Limited
(“Galsheer”) respectively in which Mr. Ip Chi Shing and Mr. Yip
Tsz Hin, directors of the Company, have controlling interests over
Goldex and Galsheer respectively.

The key management personnel are the directors of the Company.
The details of the remuneration paid to them are set out in note 6.
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34, iB kiR F 5

34. Retirement Benefit Plan

AEE 2 R EH R KT BRI
B2 E R KET 8 ([ BB ARG
BDEREBRESHRIN_-ZZE
FrZ AR 2BEEFE([EE
58 c ZEHBCERELE
BzEESRER AZRAERE
ZEREESHER - ERETE
A2l RARBERKETEIKE
ZEEREEES EEERAKT
BRE=REETE FERC-E
ZRF+ T - AU ARAS
SEzEEFT2RBEEE -

RABRFEAREZHBELRES
Ty E BT B 2 B REE RN
BRFEHE WEHNBEARZ
HRBEEFE2ETEDL  1F
RRZRARENFEZES - AEH
ZHE—BEREZERKERNGEIR

HAFERBRK

5T A8 % Z B A $32,040,0007% 7T
(=2 — — £ : 33,334,000/ 7t )
REAEBIRTERBFTH 2z =
ERZEsTaE S XA RENS 24
Mo R=—ZBE—Z-F+=-A=+—
B - ®3R & H R E A 2 £ 50494,000
BT (=ZF——% : 501,000/ 7)1}
KT FZEFE - ZEREE NI
HEREBEZAS -
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The Group participates in both a defined contribution scheme
which is registered under the Occupational Retirement Schemes
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 1 December 2000
are required to join the MPF Scheme.

The employees of the Group’s subsidiaries in Mainland China are
members of a state-managed retirement benefit plan operated
by the government of Mainland China. The subsidiaries are
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.

The costs charged to profit or loss of HK$32,040,000 (2011:
HK$33,334,000) represent contributions paid or payable to these
plans by the Group at rates specified in the rules of the plans
in respect of the current accounting period. As at 31 December
2012, contributions of HK$494,000 (2011: HK$501,000) due in
respect of the reporting period had not been paid over to the
plans. The amounts were paid over subsequent to the end of the
reporting period.
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35. Acquisition of Additional Interest in

a Subsidiary

During the year ended 31 December 2011, the Group acquired
an additional 40% equity capital of Yip’s Pacific Limited (“Yip’s
Pacific”) for a cash consideration of HK$16,000,000 and then
Yip’s Pacific became a wholly-owned subsidiary of the Group
after the acquisition. The difference of HK$3,285,000 between
the adjustment to non-controlling interests of Yip’s Pacific
amounting to HK$19,285,000 and the purchase consideration
of HK$16,000,000 has been recognised directly in equity and
the translation difference of HK$8,384,000 included in the
carrying value of the non-controlling interests of Yip’'s Pacific
was transferred to translation reserve attributable to owners of
the Company. HK$13,600,000 out of the purchase consideration
HK$16,000,000 has been paid in 2011 and the remaining
balance of HK$2,400,000 recognised in other payables (2011:
HK$2,400,000 included in consideration payable for acquisition
of additional interest in a subsidiary under non-current liabilities)
will be settled in June 2013.
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36. EEMBLF 36. Principal Subsidiaries
ARARZEEMBARZFBNOT: Details of the Company’s principal subsidiaries are as follows:
AEERARERRARE/
BEfTRE/ AMERZEDL
R/ S By A Proportion of nominal
Place of Nominal value of value of issued
A incorporation/ issued share capital/ share capital/registered ITER
Name of company registration registered capital capital held by the Group Principal activities
Z8-f  IE--f
2012 2011
BERRERAA B ERR-2%n 100% 100%  W¥RE
Base Rich Development Limited Hong Kong Ordinary - HK$2 Property investment
LHEI(LBERLT hEAE- BENELR ERER - 2,000000AKH 100% - BEAEREH
Bauhinia Chemical (Shanghal) Mainland China Capttal contrioution - Trading in solvents and coatings
Company Limited - wholly owned RMB2,000,000
foreign enterprise
ZHEEH (LB) BRAR hERPE- EAER- 100% 0%  HEREEREREH
BENELY 40,800,000£7
Bauhinia Goatings Manufacturing Mainland China Capttal contrioution - Manufacturing of and trading
(Shanghai) Co., Limited - wholly owned 1USD40,800,000 in solvents and coafings
foreign enterprise
Bauhinia Pains Limited RRRLEE LMk -1,000%7 100% 100%  REER
British Virgin Islands Ordinary - HK$1,000 Investment holding
ZHEHE (HE) BRAR G BRER- 100% 100%  BEREEAHREH
BEjatE 28,000,000 A K8
Bauhinia Paints Manufacturing Mainland China Capttal contrioution - Manufacture of and trading in
(Chengdu) Company Limited - wholly owned RMB?28,000,000 solvents and coatings
foreign enterprise
REREARAR &% EER-20%7 100% 00%  EEREREH
ERR 60000087 Kz i)
Bauhinia Paints Manufacturing Hong Kong Ordinary - HK$20 note (@) note(@  Tradingin solvents and coatings
Limited Deferred - HK$600,000
ZHEHE (LB) BRAR hEIARE- BRER- 100% 0%  BHEREEAEREH
BENELE 6,100,000
Bauhinia Paints Manufacturing Mainland China Capital contribution - Manufacture of and trading
(Shanghai) Gompany Limited - wholly owned USD6,100,000 in solvents and coatings
foreign enterprise
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36. EEMBLAT @ 36. Principal Subsidiaries (coninued)
AEBREREERARE/
BRfIRA/ HEMERZE
L/ S &Rz EE Proportion of nominal
Place of Nominal value of value of issued
EL incorporation/ issued share capital/ share capital/registered TTER
Name of company registration registered capital capital held by the Group Principal activities
ZF-ZF  ZE--f
2012 2011
A% (I) BROT ERE- EAER- 0% 0% WERERAEREM
Bajats 16,000,007
Bauhinia Paints Manufacturing Mainland China Capital contrioution - Manufacture of and trading
(Shantou) Co, Ltd. - wholly owned HK$16,000,000 in solvents and coatings
foreign enterprise
ZHEHE (B BRAR hEAR BRER- 100% 0%  BHEREEAHREH
-BEMaLE 28,800,007
Bauhinia Paints Manufacturing Mainland China Capital contrioution - Manufacture of and trading
(Shenzhen) Company Limited - wholly owned HK$28,800,000 in solvents and coatings
foreign enterprise
FLHBE (1) BRAF hEAR BRER- 100% 0%  BHEREEEH
-BEMaLE 88,000,000 A K8
Bauhinia Variegata Ink & Mainland China Capital contrioution - Manufacture of and trading
Chemical (Hebel) Limited - wholly owned RMB88,000,000 in coatings
foreign enterprise
FEHRE (D) BRAR hEAR BRER- 100% 0%  BHEREEEH
-BEMALE 15,000000£7
Bauhinia Variegata Ink & Mainland China Capital contrioution - Manufacture of and trading
Chemicals (Zhejiang) Limited - wholly owned USD15,000,000 in coatings
foreign enterprise
FEHRE (ful) BRAR hEAR BRER- 100% 0%  BHEREEEH
-BEMaLE 170,000,000/87
Bauhinia Variegata Ink & Mainland China Capital contrioution - Manufacture of and trading
Chemicals (Zhongshan) Limited - wholly owned HK$170,000,000 n coatings
foreign enterprise
ESRERERAR & EER-2%7 100% 0%  EEERH
Best Lubricant Blending Limited Hong Kong Ordinary - HK$2 Trading in lubricants
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

36. EEMBLAT @ 36. Principal Subsidiaries (coninueq
AEEFAREERTRE/
BRfRA/ EREAZEA
L/ HMERZEE Proportion of nominal
Place of Nominal value of value of issued
kL incorporation/ issued share capital/ share capital/registered TTEE
Name of company registration registered capital capital held by the Group Principal activities
—E-—F —B--
2012 2011
RERERRAA B LBk -10,000%7 100% 0%  WERE
Big Youth Investments Limited Hong Kong Ordinary - HK$10,000 Property investment
At TERERAR &4 LAk -160 00087 75% %% REERREEAY
Goncord Chemical Storaging Hong Kong Ordinary - HK$160,000 Investment holding and trading
Limited in Solvents
KEkE (EN) ARAR HEAR BRER- 100% 100%  REREEZH
-BENELE 24,500,007
Da Chang Polymers (Huizhou) Mainland China Capital contribution - Manufacture of and trading in
Limited - wholly owned HK$24,500,000 coatings
foreign enterprise
ERCEEEEARE (B HEAR BRER- 100% 100%  LEEEREARE
BRAA -BENELE 23,000,000%7
Dao Ming Business Management Mainland China Capttal contrioution - Corporate management and
Consultancy Senvice (Shenzhen) - wholly owned HK$23,000,000 consultation services
Company Limited foreign enterprise
REEELTARAH HEAR BRER- 100% 100%  REREEREREH
-BENELE 1000000087
Dongguan Hang Cheung Mainland China Capital contrioution - Manufacture of and trading in
Petrochemical Limited - wholly owned HK$10,000,000 solvents and coatings
foreign enterprise
READHERERRERAT HEIAR BRER- 100% 100% HEREEREH
-BENELE 5000000087
Dongguan Pacol Lubricant Mainland China Capttal contrioution - Manufacture of and trading in
Company Limited - wholly owned HK$50,000,000 lubricants
foreign enterprise
SHERAR B LRR-2%n 100% 100%  WERE
Goldchain Limited Hong Kong Ordinary - HK$2 Property investment
EFERAA EEE LEk-1%n 100% 0%  RERR
Great Success Limited Samoa Ordinary - USD1 Investment holding
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36. EEMBLAT @ 36. Principal Subsidiaries (coninueq
AEBREREERARE/
BRTRE/ &Rz AR
RY/E e &Rz EE Proportion of nominal
Place of Nominal value of value of issued
EL incorporation/ issued share capital/ share capital/registered TTEE
Name of company registration registered capital capital held by the Group Principal activities
ZF-ZF  ZE--f
2012 2011
RECIRRERAE B LB - 600,000 100% 100%  REERREEAH
Handsome Chemical Hong Kong Ordinary - HK$600,000 Investment holding and trading
Development Limited in solvents
AELIRBARAE B4 ZER-60000A7 100% 0%  REEERSE
Handsome Chernical Services Limited Hong Kong Ordinary - HK$60,000 Provision of treasury services
EE2H (2B) ARAR hEAR BRER- 100% 100%  BEREEAHREH
-BEMaLE 13,900,000% 7
Hang Cheung Coatings Mainland China Capital contrioution - Manufacture of and trading in
(Hui Yang) Limited - wholly owned USD13,900,000 solvents and coatings
foreign enterprise
EE2H (D) ARAR hEAR BRER- 100% 100%  BEREEAHREH
-BEMaLE 2300000047
Hang Cheung Coatings Mainland China Capital contrioution - Manufacture of and trading in
(Zhejiang) Limited - wholly owned USD23,000,000 solvents and coatings
foreign enterprise
Hang Cheung Petrochemical ABRLEE EER-1%n 100% 100%  REER
(International) Limited British Virgin Islands Ordinary - USD1 Investment holding
BRI IERAR B4 EER-800000%7 100% 0%  HEREEAEREH
Hang Cheung Petrochemical Hong Kong Ordinary - HK$800,000 Manufacture of and trading in
Limited solvents and coatings
BERBRIRERAR B ERR-2%n 100% 100%  FEAERZH
Hang Cheung Procurement & Hong Kong Ordinary - HK$2 Merchandising of solvents and
Logistics Limited coatings
Hang Cheung (W.S) Limited EER LER-1%n 100% 100%  REER
Samoa Ordinary - USD1 Investment holding
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184 EK{I%£BEAMRAT Yip’'s Chemical Holdings Limited

36. EEMBLAT @ 36. Principal Subsidiaries (coninueq
AEBEEREERTRE/
BRfRA/ HMERZEMM
L/ HMERZEE Proportion of nominal
Place of Nominal value of value of issued
kL incorporation/ issued share capital/ share capital/registered TTEE
Name of company registration registered capital capital held by the Group Principal activities
ZF-ZF  ZE--f
2012 2011
BEZHTRE () BRAR  BE LER- 14966587 100% 0%  REER
BER-335E7 Wikl i)
Hong Kong Bauhinia Paints Hong Kong Ordinary - HK$149,665 note (g) noteg)  Investment holding
Manufacturing (Greater China) Deferred - HK$335
Company Limited
ENEE( TERAR HEAE-BENELE BRER- 75% 5%  REREERY
15,000,000\ ¥
Huizhou Shengda Chemical Mainland China Capital contribution - Manufacture of and trading
Company Limited - wholly owned RMB15,000,000 in solvents
foreign enterprise
PRGN IERERAR hEAE-SERELE BRER- 75% 5%  REREERY
149,800,007
Jiangmen Handsome Chermical Mainland China Capital contribution - Manufacture of and trading
Development Limited - equity joint venture HK$149,800,000 in solvents
IR RHAHHRERAT hERE-BENELE EARR- 75% 5%  REREERY
53,000,007
Jiangmen Thansome Solvents Mainland China Capital contrioution - Manufacture of and trading in
Production Limited - wholly owned HK$53,000,000 solvents
foreign enterprise
ATFRHERAA &4 LER-090,00087 100% 100%  HEREEHRM
Pacific Ofl & Chemical Hong Kong Ordinary - HK$290,000 Manufacture of and tracing
Company Limited in lubricants
ATEREERRERAA &4 ZER- 100007 100% 100% BEREERERHR
Pacific Special-Lube Limited Hong Kong Ordinary - HK$10,000 Manufacture of and trading
in lubricants
Primer Limited BB EER-1%70 100% 100%  RESR
Samoa Ordinary - USD1 Investment holding
Prophet Investments Limited ABRIEE LER-1%7 100% 100%  REER
British Virgin Islands Ordinary - USDT Investment holding
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36. EEMBLAT @ 36. Principal Subsidiaries (coninueq
AEBREREERARE/
BRfTRA/ &Rz AR
RY/E e &Rz EE Proportion of nominal
Place of Nominal value of value of issued
EL incorporation/ issued share capital/ share capital/registered TTEE
Name of company registration registered capital capital held by the Group Principal activities
ZF-ZF  ZE--f
2012 2011
LsEEERRERAR T BRER- 100% 100% EEDRA
-BEMaLE 250000%7T
Shanghai Pacoil Special Mainland China Capital contrioution - Trading in lubricants
Lube Co,, Limited - wholly owned USD250,000
foreign enterprise
MESHRRERLE hEIAR BRER- 100% 0%  EEDRH
-BEnELE 1,000,000A &
Shenzhen Best Lubricant Mainland China Capital contrioution - Trading in lubricants
Blending Limited - wholly owned RMB1,000,000
domestic enterprise
FASTIHEIEARAT hEIAR BRER- 75% 5% BREREERY
-BEMaLE 290,360,000 7
Taixing Jinjiang Chemical Mainland China Capital contrioution - Manufacture of and trading
Indlustry Company Limited - wholly owned HK$290,360,000 in Solvents
foreign enterprise
REASHRRARLA hEIAR BRER- 100% 100% HEREEDDH
-BEMALE 840000057
Tianjin Best Lubricant Blending Mainland China Capital contrioution - Manufacture of and trading
Co., Limited - wholly owned HK$8,400,000 in lubricants
foreign enterprise
TM Holding (Hong Kong) Limited B LRR-2En 100% 100%  KERE
Hong Kong Ordinary - HK$2 Holding of trade mark
M Holding Limited RERZEE LER-1%7n 100% 0% KEEE
British Virgin Islands Ordinary - HK$1 Holding of trade mark
ERRRIR (RPEREERE) i LiEk- 100% 100%  EERBRPMES
BRAA 100,000 % SHEERBRTR
Totalle Procurement Logistics Macau Ordlinary - MOP100,000 Commercial and services

(Macao Commercial Offshore)
Limited
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186 EK{LTH£BEHBFR2AT Yip’s Chemical Holdings Limited

36. EEMBLAT @ 36. Principal Subsidiaries (coninueq
AEBEEREERTRE/
BRfRA/ HMERZEMM
L/ HMERZEE Proportion of nominal
Place of Nominal value of value of issued
kL incorporation/ issued share capital/ share capital/registered TTEE
Name of company registration registered capital capital held by the Group Principal activities
ZF-ZF  ZE--f
2012 2011
Yip's Chemical (BVI) Limited ZBRIEE EER-500%7 100% 100%  REER
British Virgin Islands Ordinary - HK$500 Investment holding
ERLIMARE (LB BRAR  SEAR- BEMELE BAER-5,000000%7 100% 100%  WEREER
Yip's Chemical Research & Mainland China Capttal contrioution - Research and development
Development (Shanghal) - wholly owned USD5,000,000
Company Limited foreign enterprise
EXEE (58 ARAR E4 LBk -999, 5005 100% 0%  REERRRMES
BER-500%7 Hiz) i)
Yip's H.C. (Holding) Limited Hong Kong Ordinary - HK$999,500 note (g) notefe)  Investment holding and
Deferred-HK$500 provision of services
ERTRERARAR &4 ZER- 100007 75% %% REERREEAY
Yip's Inolustrial Hololings Limited Hong Kong Ordinary - HK$10,000 Investment holding and trading
in Solvents
ERRSERLR &4 LER-000%7 100% 0%  EE2H
Yip's Ink and Chemicals Hong Kong Ordinary - HK$200 Trading in coatings
Company Limited
SRS (58 ARAR &4 LAk -4 100% 0%  REERREEZH
Yip's Ink & Chemicals (Group) Limited Hong Kong Ordinary - HK$2 Investment holding and trading
in coatings
ERHE (1§) BRAR hELRRE BAER- 100% 100% BEREEEN
-BEMELE 434000057
Yip's Ink & Chemicals (Shanghal) Mainland China Capttal contrioution - Manufacture of and trading in
Company Limited - wholly owned USD4,340,000 coatings
foreign enterprise
Yip's Pacific Limited ABRIEE Rk 100% 100%  RERR
36,251,0007
British Virgin Islands Ordinary - HK$36,251,000 Investment holding
BIESBRERAT HEAR BRER- HizE(o) b  HEREERDA
([&IES]) -REREL% 3,800000% 7T
Zhanjiang Best Lubricant Mainland China Capital contrioution - note (b) note(0)  Manufacture of and
Blending Limited (‘ZBLB’) - equity joint venture USD3,800,000 trading in lubricants



36. EBMELAT @

BeE

(@) FERAKERFAZELERDERE
BERESEFZABDRRAGTZ
BERHEEMNZARARRAE
FEESLERR - EEER . 5
BREBANAEEEEZH
RERZSROINT2ERARH
100,000,000,0007% 7t » Al IE i f%
BEBALTERUZARRGEE
PREREFRERREELERD
ZEA o

b) AEEREIAEEERATE
IE D2 REEEREILEE
80% K% 20% o FRAE T 21— H
BRI AEE 2 — L iR
EHMNETEEMARE —GEE
BrHk) REEEESEES
R} EEEL1,190,000/8 7T (1R E
ESLERFiE 2 LiiEE) B
IEEBERARQATAZZENRED
A MEIEEA 2 + 36 TR
AEFEEZ M0 °

ERYip’s Chemical (BVI) LimitedFZs
RREEFEN FIEHEHBEA
AYARBESE KREARBE XM
HeREZERDAIN - A LMK
BRARIZEEEXEME Y RERE
AL G2 E o

ERFPIAEBMBRARTIES
RABVELREXEIEESRE
BE2EEWBAR - EBRBTIH
HtffB AR 2B BERTRE

7?;550

EMBLAANR-ZE—-5+=A=
+— B S F AR B E A E
= e

mEMBREME

Notes to the Consolidated Financial Statements

36. Principal Subsidiaries (continueq)

Notes:

(@)

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.

ZBLB is owned legally as to 80% by the Group and 20% by
Zhanijiang Port Group Company Limited (“Zhanjiang Port”). Since
the only contribution by Zhanjiang Port is a piece of land where
ZBLB locates (which is also the only distribution it entitles upon
dissolution of ZBLB) and it is only entitled to receive a fixed rate of
dividend of approximately HK$1.19 million (deemed lease payment
for the piece of land where ZBLB locates) per annum, ZBLB is
deemed to be a wholly-owned subsidiary of the Company and the
land injected by Zhanjiang Port does not form part of the assets of
the Group.

Except for Yip’s Chemical (BVI) Limited which is held directly by
the Company, all other subsidiaries are indirectly held. Except for
the investment holding companies which have no specific place
of operation, all the above subsidiaries operate principally in their
respective place of incorporation/registration.

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 31
December 2012 or at any time during the year.
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Notes to the Consolidated Financial Statements

. ERELTIMBERAE 37. Information about the Statement of

'H Financial Position of the Company
R EEREREAR QTR T Information about the statement of financial position of the
EREE Company at the end of reporting period includes:
—2—F =%
2012 2011
FET FET
HK$’000 HK$’'000
RHB AT AR LETRE Unlisted investment in subsidiaries 291,746 288,581
W —EHEBATIE  Amount due from a subsidiary 869,016 787,623
RITHER Bank balances 569 1,061
HiRENEE Other current assets 329 145
HEE Total assets 1,161,660 1,077,410
BN —REHEBATRIE  Amount due to a subsidiary (59,044) -
EsrEAREMEMERE Accrued charges and other financial liabilities (10,778) (14,632)
BEE Net assets 1,091,838 1,062,778
(%N Share capital 56,186 55,515
&4 (PiRE) Reserves (note) 1,035,652 1,007,263
R Total equity 1,091,838 1,062,778
Mt : Note:
REAEERBAEFE ARG ZHEEE Movements of the Company’s reserves during the current and the prior
B - years are as follows:
THERT
HK$'000
R=Z-——%-H5—H At 1 January 2011 983,284
AEERAKELG Total comprehensive income for the year 139,113
REBRERTEMETRI  Issue of shares upon exercise of share options 6,980
BEARE Dividend paid (122,114)
R=E——%+=A=+—H At31December 2011 1,007,263
AEERHEKEEG Total comprehensive income for the year 113,772
REBREETEMR(TRM  Issue of shares upon exercise of share options 2,677
ERRE Dividend paid (122,886)
FUARKERTRE Issue of shares for scrip dividend 34,826
WZZE-—F+=-HA=+—H At 31 December 2012 1,035,652
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