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Group Aspirations

B BHX -#IAETARRENZFEER -

We Focus, therefore We Excel. We are Committed

to Achieving Outstanding Returns for Employees
and Shareholders.

RIE:
We pledge to:

(1) EBLREME

relentlessly pursue advantages of economy of scale;

(2) BL@RERE

continuously strengthen brand reputation;

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

(4) BltEREXR

always ensure the highest product quality;

(5) BILETEX

unleash employees’ talent and potential;

(6) BEAMEEE -

adopt the high standards in corporate social responsibility.
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S
Highlights

AN B R R AL AR
Net profit attributable to
owners of the company

9,876,033,000 ' 250622000

I
Turnover

727 HKS BT HK$

. é

HZ2013F12A31B L EE(BHER)
For the year ended 31 December 2013 (audited)
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Chairman’s Statement - Review & Prospects

X /& Chairman

Mr. Ip Chi Shing

RARAREB 2 EAREME w2013
FEFENEBHMN  SENERESR
REMBEES BAHAMBEESHEE
BEHnSa9EE BEAFELTe - B
75 #9,876,033,0000T © LB A F i K
1M% MAEmEEEER WRAE
E12% BEALERAFEHEHEEL
BEIMNERERE - BERERE A
H BAXZETNINEZMEE 815
75 250,622,0007T © LB KR FE AR
9% - Z—HE EE—EHBTFTERTT
BE BREBEEVMNRA - BATELFE
N SEMESEERY - HEREAI
® EEELERBERGGSE FALF
NAKRS8.8%  AEEFIEMAL6.7% ©
FRIZREE—ESTRIGEERE M\
BEREEBTEFNRERE  EFg
AmRmEEREMEEHARKRESRIS
B ERPAEIREMNRETRI0E
il 2FAHIREGR25EM - BEF
EIE

It is my pleasure to present to all our shareholders an overview of
our business in 2013. The Group’s overall results in the period were
slightly lower than expectations, though turnover continued to
grow strongly to set yet another new record of HK$9,876,033,000,
representing an increase of 11% over the previous year. Reckoned
in terms of total product sales tonnages, growth was even as high
as 12%, which basically met our target of reaching HK$10 billion in
sales within the year. For profits attributable to shareholders, due to
a number of unfavourable factors, we achieved HK$250,622,000,
which was a decline of 9% from last year. On the other hand, the
Group has been adamant in maintaining a principle of prudent
financial management in the course of development. In the year,
while the sound development of the Group’s businesses resulted
in record-high turnovers, our gearing ratio continued to be well
controlled, and it improved from 58.8% in June last year to 46.7%
in the year end. In accordance with the Group’s long-standing
dividend policy of actively and steadily returning cash to our
shareholders, the Board of Directors has voted to declare a final
dividend of HK15 cents per share. That, together with the interim
dividend paid of HK10 cents, will give a total dividend of HK25
cents for the whole year, the same as the previous year.
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Chairman’s Statement — Review & Prospects

Review

Looking back, the overall operating environment in the reporting
period was severer than expected and full of challenges. Externally,
except for the United States, growth in the other major economies
was still tenuous and demand remained stagnant. Internally, the
Chinese economy, with which the Group’s fortunes are closely
intertwined, still clocked up a growth of 7.7% as expected.
Nevertheless, this growth was mostly driven by investments while
exports were hampered by outside factors and the appreciation of
the Renminbi. In the Mainland, with the real estate market weakish
and the securities market lacklustre, consumer sentiment was much
affected. As a result, both domestic demand and contribution from
consumption saw a decline on the year and led to an oversupply
problem common to various sectors. Overcapacity was still a very
serious issue, making competition all the fiercer among industry
peers. Naturally, solvents and coatings, the Group's two business
segments with substantial market shares, could not stay above the
fray and came under short-term impacts to a certain extent.

With the overall operating environment so difficult, the Group rose
to the challenges and achieved good progress in the development
of all core businesses in accordance with established strategies and
targets. To deal specifically with the facts that labour costs was rising
inexorably and other operating costs were increasing significantly,
during the year we carried out a timely assessment of the rational
allocation of plant premises, and consolidated or expanded plant
premises as necessary in order to meet the needs of our overall
business development. As a result, we have now fewer but larger
plants and their layout across the country is more forward-looking
and competitive. On the other hand, we also carried out in-depth
optimisation and streamlining of our plant equipment, production
processes, as well as management and operating structure. Though
in the short-term, there was an increase in the Group’s non-operating
expenses, in the long-term, such timely and necessary measures can
radically raise the competitiveness of the Group and lay a foundation
for its healthy development in future.
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Prospects

We expect that the overall operating environment this year will
more or less be a continuation of last year. In addition, with the
imminent US tapering having a larger impact on emerging markets,
not only will China’s exports be adversely affected, but the real
estate market will also be subjected to pressure from uncertainties
in capital flow. So this year the risk of China’s economic growth
going down has greatly increased. Nevertheless, focusing on
our business and playing our part are the Group’s immutable
mission, so all these unfavourable factors will not dent the Group's
determination and confidence in excelling itself in the industry.

In business development, this year we will complete another key business
restructuring. Inks business will become independent from coatings
business. We will consolidate our businesses in household architectural
coatings, industrial coatings and resins into a new coatings group, hence
raise the competitiveness of our coatings business and will dovetail with
the Group’s long-term strategy of suitably increasing investments in
this business. Upon completion of the restructuring, the Group's four
core businesses will comprise solvents, inks, coatings and lubricants.
According to our established development strategies and targets, we will
maintain steady growth every year so that, by 2020, the Group's sales
will have the chance of hitting the HK$20 billion mark. At the same
time, the Group will strive persistently to raise profitability, make good
use of funds and carry out long-term personnel planning so as to bring
better returns to shareholders every year.
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Prospects (continued)

From the beginning, while creating value for shareholders and
pursuing sustainable development, the Group has never forgotten
to carry out its duty as a good corporate citizen. Investments in the
Group's flagship corporate social responsibility project, the donation
of mobile eye surgery centres, have been increasing from year to year
and a sixth mobile surgery centre will be donated to Shanxi later this
year. It is expected that, by 2020, the Group will have donated at
least 12 such mobile centres. The Group will periodically review the
running of these mobile centres and provide the necessary help to
ensure that they are operating with the highest efficiency. Meanwhile,
in recent years, under the vigorous promotion and planning of the
Group's Corporate Communications Department, the number of
our volunteers, the hours they volunteer and the number of welfare
activities in environmental protection, energy conservation and caring
of disadvantaged groups have been increasing from year to year.
These meaningful activities not only serve to embody the Group’s
business philosophy, but also allow participating employees to share
the joy of helping people and carrying out social responsibility.

| would like to take this opportunity to thank the Board of
Directors for their leadership and also for their contribution
towards the Group’s corporate governance enhancement, long-
term development strategies and personnel planning. To the
Group Executive Team | am grateful for their cooperation,
flexibility and fortitude. To our business partners, bankers and
suppliers | am indebted for their support and trust. To all the staff
of the Group | am thankful for their dedication and hard work.

Retirement of Director

Mr. Li Wai Man, a member of our Board, has served the Group
for a decade in various capacities. On behalf of the Board, | would
like to extend our gratitude for his hard work and contributions
over the years and would like to wish him a happy retirement life.

1"
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Chairman of
the Group Executive Committee
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In 2013, the sales of our Group set a new record by surpassing
HK$9.8 billion, but profits attributable to shareholders dropped 9%
to HK$250,622,000. This was brought about by a decline in gross
profit margin in our solvents business and an incurrence of one-off
additional expenses due to the consolidation of certain business
lines and plants in our coatings business. So profitability for the
year was affected. In the period, matters worthy of reporting to
our shareholders included:

1. Both butyl acrylate, a new product of the solvents division,
and the new Jinshan plant of the coatings division in
Shanghai, started production smoothly and provided ample
capacity and conditions for raising the sales of the Group
continuously.

2. The Group’s internal “consolidation” had been completed
in part and in stages. Though such a “restructuring” had
brought about one-off additional expenses that affected
profitability for the year, | am convinced that overall benefits
will gradually materialise.
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3. The Group seriously examined various expenses and drew
up effective cost-cutting measures and specific targets. In
the period, systematic job specifications and headcount
requirements were determined, centralised tendering of
logistics services and packing drums were organised, product
transportation and warehousing services were outsourced.
The aim is to achieve a gradual reduction of the expense
ratio every year so that efficiency and profit margin can be
enhanced.

4.  Funds were well managed and results were in evidence. The
Group’s gearing ratio dropped from 58.8% in June 2013
to 46.7% at the year end, which was also lower than the
51.5% ratio at 2012 year end.

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

Solvents

Sales of the Group's solvents business was outstanding as turnover
rose 16% to HK$6,164,413,000. In particular, annual sales of
acetates, our flagship products, exceeded 600,000 metric tons for
the first time. Butyl acrylate, a new product, was well received by
users and sales for the year reached 36,595 metric tons. In fact,
after seven months’ of production, capacity utilisation rate for this
product had already reached 80%.

As to profits, since China’s production capacity for butanol, a
main raw material, expanded so much that a supply glut resulted
and prices dropped continuously. Thus gross margin for acetates
was dragged down by 1.9 percentage points even while first profit
for the new product butyl acrylate was made. Taken together,
operating profit for the solvents business was down 15% to
HK$265,186,000.

In response to changes in the operating environment, the
improvement strategies that the management will adopt include:

1. Insistent on a “profiting from volume” strategy while existing
capacity is still sufficient to support sales growth in the
coming year.

2. A 300,000 metric tons acetates facility will be built on the
new plot of land at the site of our Taixing plant. This new
facility is expected to be operative within one year. The new
processes of this new facility will be more energy saving,
more wear resistant and more cost saving. Concurrently, we
will consider the introduction of key new products to further
enrich our product profile.

3. With the further mastering of various process operations in
the production of butyl acrylate, we believe we can further
raise the profit margin for this product.

13
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Coatings

In the year, turnover of our coatings business grew 6% to
HK$3,395,381,000 while sales volume increased by 11%.
Yet operating profits fell 15% from the previous year to
HK$122,706,000. The main reason for this profit slide was that
expenses were increased with addition of new capacities but the
growth in sales had yet to catch up. Also, one-off expenses were
brought about by restructuring in the year.

In the second half of the year, specific guidelines were set by the
management: externally we will strive for sales growth; internally
we will go all out for lower expenses. Specific ways to judge how
effective these two guidelines are implemented can be described
as follows:

1. The coatings business will focus on sales within the network
for the household product market. At the same time, to
leverage the advantage of the substantial increase in capacity
for oil based paints in the new lJinshan plant in Shanghai,
industries in real estates, furniture, cars, containers and
machineries will be targeted systematically. We hope that
new products in household paints and industrial paints can
be launched to stimulate sales growth and to raise overall
capacity utilisation rate.

2. Online sales of Bauhinia Paints were on the rise. The Group
will plough in more resources in response to the megatrend
in online promotion.

3. Product management will be stepped up in the inks business.
In terms of hardware, major investments in equipment
renewal will be made. In software, a production processes
team will be set up to ensure that formula designs and
production effectiveness are compatible and improved.
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Report of the Chairman of the Group Executive Committee

Furthermore, last December, a resins plant of 15,000 metric tons
annual capacity in Zhaoging, Guangdong Province was acquired.
This plant produces mostly resins for use in offset printing inks
and will provide the Group with technical and cost advantages to
help it step up the pace of developing offset printing inks.

Lubricants

In the period, the lubricants business registered a turnover of
HK$463,831,000, representing a growth of 7% over the same
period last year. The consolidation of the Group’s two lubricant
companies and their two plants was completed with desired
effects. Operating profits in the year reached HK$9,996,000,
which was a significant improvement when compared with the
loss of HK$6,107,000 in the same period last year. It is expected
that this business has already entered safe waters and will
contribute sustained profitability for the Group.

The Group Executive Committee has been operative for two
years and its management in various areas is getting increasingly
mature. Confronted with the tough operating environment in
2013, the Committee responded quickly, stayed market oriented
and supported the development of the various businesses.
Meanwhile, it also paid special attention to the consolidation and
strengthening of the coatings business, strove for fund usage
improvement, controlled expenses and raised operation efficiency.
Looking forward to the coming year, it is expected that effective
implementation of the measures mentioned above will ensure that
sales will go further up, expense ratio will drop and profit will rise.
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Group'’s Headquaﬁersand Plants

N BB ENEEEE R EEsRTE B .O
The Group’s headquarters in Fanling, The Group’s R&D Centre in Zhangjiang,
Hong Kong Shanghai

LT 872 EL AR BB MR BRI FIRAEIMRE R EEeILNEREE
The solvents plant in Taixing, The solvents plant in Jiangmen, The coatings plant in Jinshan,
Jiangsu Guangdong Shanghai

I LB HHNZEEE RSP )| R FBE 22 LR B (IR B R BN 2R
The coatings plant in Qingpu, The coatings plant in Chengdu, The coatings plant in Huizhou,
Shanghai Sichuan Guangdong

IR A L E)H R E (LA T AR B 69 2288 55 AR N R
The inks plant in Zhongshan, The inks plant in Tungxiang, The inks plant in Cangzhou,

Guangdong Zhejiang Hebei
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Business Profiles - Solvents
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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.

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.

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.
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Business Profiles - Solvents

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.

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 production capacity for acetate solvents
is 800,000 metric tons and the Group’s 80,000 metric tons
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.
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Business Profiles - Coatings
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The Group's coatings business is involved mainly in the production
and sales of (1) plastic printing inks used for food and drinks
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, drinks and gift packaging
and paper printing are the main Bauhinia Variegata products.
With manufacturing bases in 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 2013, the company increased
processing material product with the group’s business integration,
the product system was improved further. The production capacity
for inks is 96,500 metric tons.
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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.

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
“Qutstanding 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.

.
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Household, Architectural and Furniture

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.

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.
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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. The production capacity for industrial
paints is 167,000 metric tons.

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
tons 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.

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 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 production capacity
of industrial coatings is 56,000 metric tons.

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.
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The Group has been producing lubricants since 1992 and is
now supplying a complete range of automotive, industrial and

specialty lubricants under the Hercules and Pacoil brand names.

The Hercules lubricants consist of a range of automotive and
industrial lubrication products including engine oils, antifreezes,
system coolants, brake fluids, greases, gear oils, automatic
transmission fluids, hydraulic oils, turbine oils, heat conducting
oils, slideway oils, compressor oils and circulating oils. The
lubricating oils Hercules developed specifically for use in
methanol fuel engines have successfully been recognised as a 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. The production capacity for automotive and

industrial lubricants is 30,000 metric tons.
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Research and Development

Yip’'s Chemical always strives to raise the quality of various
chemical products and develop new product continuously.
The Group also treats product research and development as a
pillar of the Group’s key future development. Back to 2011,
the Group had already established a R&D Centre in Shanghai
Zhangjiang Hi-tech Park. In June last year, the Group acquired
this four-storey and 5,625 sq.m. floor space R&D building
in Zhangjiang Hi-tech Park with a total investment of over
HK$100 million. It underscored the Group's attention and
determination in product research and development. The Group
is fully confident that the R&D centre will become a well-known
research and innovation base in chemical industry in mainland
in the coming three to five years.
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—Z-=% —T-=f% £ —T-TF “ETNF
—-A—-B% —A—RZ& A MA—RZE NA—RZE
—g-=%& —F-f z —T-%F
+=A=+-A +=-A=1+-H = +=A=1+-
1.1.2013 to 1.1.2012 to 1.1.2011 to 1.1.2010 to 1.4.2010 to 1.4.2009 to
31.12.2013 31.12.2012 31.12.2011 31.12.2010 31.12.2010 31.3.2010
(12f8R) (1218 7) (1218 7) (12184) (9fER) (12187)
(12-mont|l) (12-month) (12-month) (12-mqntrl) (9-month) (12-month)
BT BT TAT AT AT TAT
%1% Results HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
& 5% Turnover 9,876,033 8,894,409 8,275,569 7,037,970 5,654,783 5,455,742
BB ATET Profit before taxation 391,457 421,344 297,017 431,933 358,196 516,598
I8 Taxation (79,736) (81,455) (54,850) (54,139) (41,357) (82,008)
R4/ ER8AF Profit for the year/period 311,721 339,889 242,167 377,794 316,839 434,590
FEIEASF Attributable to
AL EBE Owners of the Company 250,622 276,302 201,344 309,492 264,509 378,064
JEFEiR#ES Non-controlling interests 61,099 63,587 40,823 68,302 52,330 56,526
311,721 339,889 242,167 377,794 316,839 434,590
BREH Per share data
FRREF (L) Earnings per share (HK cents)
—£7K Basic 44.6 494 36.3 56.4 438.0 70.3
—#% Diluted 44.4 493 36.1 55.8 47.6 69.2
MM E(F{L)* Dividend per share (HK cents)* 25.0 25.0 24.0 22.0 32.0
* ZT—F 2 §RREBERIREA.0E -
* Dividend per share in 2011 included the special dividend HK4.0 cents per share.
BI#LL X Financial ratios
THEEERGE
Return on averag&e total assets 3.3% 41% 3.5% 6.8% 73%" 9.8%
Return on average shareholders' funds 8.8% 10.6% 8.4% 14.3% 16.1%" 19.3%
+ RO NE A BRI (AR L% -
+ Being annualized percentage derived from the actual nine-month percentage on a pro-rata basis.
—E-=% —T-f —T——F —T-%F —T-%F
+=A=+-B +=ZA=+—B +ZA=+—H +tZA=t—B =ZA=+-AH
31.12.2013 31.12.2012 31.12.2011 31.12.2010 31.3.2010
BT FEL FET AT FEL
EEREARE Assets and Liabilities HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEH(E Total assets 8,128,500 7,143,054 6,440,442 5,127,557 4,480,868
B & Total liabilities (4,720,088) (4,039,783) (3,648,381) (2,534,602) (2,153,630)
3,408,412 3,103,271 2,792,061 2,592,955 2,327,238
AARREEGER
Equity ait[[butable to owners of the Company 2,973,042 2,733,196 2,472,281 2,297,147 2,085,979
Fadie 3
Non-controlling interests 435,370 370,075 319,780 295,808 241,259
3,408,412 3,103,271 2,792,061 2,592,955 2,327,238
FROBEHRRE S E
Net bank borrowings to shareholders’ funds 47% 52% 40% 15% 2%

Mz BREE—_Z-—TFF_A=+—BIEFEZHEN U EFEHEHBRELER - AEER 22 EHRFEAR=A=+t—BXAT=_A=+—
B #F A F R RIE R BRI -

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 such corresponding period are provided for comparision.
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Analysis of Turnover and Segment Results for the Past Five Years

B

Turnover
—¥-=f —T-f % ZT-TF T-TF ZTTNF
—A—HZ —B—H%® —B—HE —A—H=z mA—BZE mA—-HZE
—E—=fF —T——F —T——fF —T-TF —T-TF —T-TF
+=A=+-B +—F=+—-8 +-F=+—-HB +-A=+—-H +-A=+—-B =BA=+—8©
1.1.2013t0  1.1.2012t0  1.1.2011to  1.1.2010to  1.4.2010to  1.4.2009 to
31.12.2013  31.12.2012  31.12.2011 31.12.2010  31.12.2010 31.3.2010
(128 8) (1218A8) (1218 8) (12188) (918 A) (1218A8)
(12-month) (12-month) (12-month) (12-month) (9-month) (12-month)
FTExT FET FHET FHT FET FET
HK$"000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
VAT Solvents 6,164,413 5,315,984 5,100,110 4,281,199 3,445,502 3,028,993
%%} Coatings 3,395,381 3,209,418 2,821,351 2,417,540 1,947,839 2,088,019
B Lubricants 463,831 433,150 416,201 353,582 283,742 292,475
HAf Others 74,517 96,414 49,500 99,812 67,091 135,974
2 SHE Y Elimination (222,109) (160,557) (111,593) (114,163) (89,391) (89,719)
448 Total 9,876,033 8,894,409 8,275,569 7,037,970 5,654,783 5,455,742

s REBEE—T—TF+_A=+—BLFEZE&EN

R=+—BXA+TZRA=1+—0 8L EFRB2 REEZEBRIELLE -
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 such corresponding period
are provided for comparision.
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Analysis of Turnover and Segment Results for the Past Five Years
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Analysis of Turnover and Segment Results for the Past Five Years

DERE
Segment Results

—B-=% —2-CF —T——F —T-TF —2-%F ZZTNE

—A—HEZ —f—HZE —A—HE —A—HZE WA—HBZE MA—HZE

—E-=F “Z--F —T——F —T-TF —T-TF —T-ZF

+=A=t-B +-A=+-B +-A=+-H +=ZA=+-B +-A=+—-HB Z=A=t—-H

1.1.2013 to 1.1.2012 to 1.1.2011 to 1.1.2010 to 1.4.2010 to 1.4.2009 to

31.12.2013 31.12.2012 31.12.2011 31.12.2010 31.12.2010 31.3.2010

(12/88) (121878) (12188) (12188) (9fa8) (121848)

(12-month) (12-month) (12-month) (12-month) (9-month) (12-month)

TET TET FET TET TEL TET

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

AE Solvents 265,186 311,565 219,477 319,032 244,312 327,044
2% Coatings 122,706 144,679 84,530 92,008 109,836 181,534
JEEH Lubricants 9,996 (6,107) 4,474 12,917 5,799 7,568
HAfy Others 15,070 11,672 1,043 4,653 4,979 14,039
534 Elimination 6,780 (5,552) 3,064 (747) 4,099 (7,402)
%8 Total 419,738 456,257 312,588 427,863 369,025 522,783

s REBE—T—TF+_A=+—BLFEZE&EN

A=+—BHATZA=+—H  SIILAFRE REEZEIRIELE
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 such corresponding period

are provided for comparision.
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Analysis of Turnover and Segment Results for the Past Five Years
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Liquidity and Financial Resources
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In recent years, in order to meet its medium and long term
targets, the Group has constructed new plants for fuelling business
expansion. Leveraging on the low interest rate environment, the
Group obtained additional borrowings. To prevent the continuous
uprising of gearing ratio, the Group applies a series of measures
to monitor and improve cash flow, including setting up controls
in working capital, effectively using its banker’s acceptances to
relieve the impact on cash flow, and stringently monitoring capital
expenditures. The results of these measures are encouraging
and effective. As at 31 December 2013, the Group’s gearing
ratio (measured by net borrowings as a percentage of equity
attributable to owners of the Company) was 46.7% (31 December
2012: 51.5%), a drop of 4.8 percentage points compared to same
period last year.

As at 31 December 2013, the gross borrowings of the
Group amounted to HK$2,758,348,000 (31 December 2012:
HK$2,374,277,000). After deduction of short-term bank deposits,
bank balances and cash amounting to HK$1,369,134,000 (31
December 2012: HK$966,300,000), the net borrowings amounted
to HK$1,389,214,000 (31 December 2012: HK$1,407,977,000).
Out of the gross borrowings, HK$1,506,177,000 (31 December
2012: HK$923,027,000) were short-term borrowings and
repayable within one year. Such borrowings were denominated
in four currencies, namely HK$1,377,667,000 in Hong Kong
Dollar, HK$35,236,000 in Renminbi, HK$62,392,000 in Australian
Dollar and HK$30,882,000 in US Dollar (31 December 2012:
HK$694,584,000 in Hong Kong Dollar and HK$228,443,000 in US
Dollar). Long-term borrowings repayable after one year amounted
to HK$1,252,171,000 (31 December 2012: HK$1,451,250,000), of
which HK$1,158,582,000 were denominated in Hong Kong Dollar
and HK$93,589,000 in Australian Dollar (31 December 2012: all
were 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, 3-year bilateral mid-term
loans in total of HK$430,000,000 and 3-year bilateral mid-term
loan of AUD$24,800,000 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 and 5-year loans for the capital need of future
development. As at 31 December 2013, mid to long-term loans
accounted for 67% of the total borrowings. Since some of the
borrowings of the Group carry interests at floating rate, our
funding costs are subject to interest rate fluctuation. The Group
used interest rate swaps to convert HK$1,500,000,000 of its entire
5-year bilateral long-term loans and HK$100,000,000 of its 3-year
bilateral mid-term loans to fixed interest rate loans to hedge
against the risk of interest rate fluctuation. Furthermore, the
Group used currency swap to convert its entire AUD$24,800,000
3-year bilateral mid-term loan to Hong Kong Dollar denominated
repayment loan at the drawdown date to hedge against the risk
of exchange rate fluctuation.

As at 31 December 2013, a total of 17 banks in Hong Kong and
PRC granted banking facilities totaling HK$4,673,077,000 to the
Group and provided sufficient funds to meet its present working
capital and expansion requirement. 80%, 14%, 3% and 3% of
these banking facilities were denominated in Hong Kong Dollar,
Renminbi, US Dollar and Australian Dollar respectively. The Group
arranges most of its Hong Kong Dollar borrowings in Hong Kong
for its China operations to enjoy the relatively low borrowing
rate and enhance performance. Although the Federal Reserve of
United States has started to taper its quantitative easing, the three
months or shorter Hong Kong Dollar inter-bank interest rate still
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 Renminbi
exchange rate risk as 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 depreciation of Renminbi
against Hong Kong Dollar in near future, the management
considers that no hedging measure against Renminbi 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, Renminbi
or other foreign currency borrowings.
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(EEM BRI ; _
Corporate Governance Asia magazine ﬁ'
EERTEE ST FEEFHEERE2013FEFENE

DN EEERE

Mr. Yip Tsz Hin, Chairman of the Group Executive
Committee, was awarded the 4th Asian Corporate

Director Recognition Awards 2013

(EEM BRI 7
Corporate Governance Asia magazine B

-
013EEENEIMOLEAAE — CRELRE .

slod! ™ "|"|.'J'] v Asia’s Icon on Corporate Governance in the
9th Corporate Governance Asia Recognition
The Asset Awards 2013
Corporate Awards 2013
e (TN ER) S
. Corporate Governance Asia magazine
7‘ EEABRARAANEFTRL L LE013EE

FolEDMNRERTWE K
Ms. Lisa So, General Counsel and Company

Secretary of the Group, was awarded the 1st
Asian Company Secretary of the Year Recognition
Awards 2013

(B E )RS 5%,
i miAsyef,
The Asset magazine %‘1—@}

(BHENROIFEMERE — [MBRI - BEER -
EAFEME  REAETAREEBRESE]

Gold Award for Financial Performance, Corporate
Governance, Social Responsibility, Environmental
Responsibility and Investor Relations in The Asset
Corporate Awards 2013

¥ E2E 1T Corporate Social Responsibility

(EMEHEER)MR

Corporate Governance Asia magazine
013 EE—ERMEBMAE —
[(RECEHEREME] [HRERRAEME]  [HER
EEMERRR IR M ETHRER]

Best CSR, Best Environmental Responsibility, Best
Investor Relations Company and Asia’s Best CEO in
the 3rd Asian Excellence Recognition Awards 2013
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Ta Kung Pao, The Listed Companies Association of Beijing, Shanghai Association of Stock System
Enterprises, The Hong Kong Chinese Enterprises Association, Chinese Securities Association of
Hong Kong and The Hong Kong Institute of Chartered Secretaries

FZETEZEFSEANE — RAHGRERLETAR

Best Performer in Corporate Social Responsibility in The 3rd China Securities’ Golden Bauhinia Awards

HEENE
Social Welfare Department

2012 BB TIES= AT
Bronze Award for Volunteer Service 2012

A i Mainland China
¥ 2 E1E Corporate Social Responsibility

(DEREFR)

China Philanthropy Times T r—

20130 EL R U B E FARRIIERR wiaglenas

China Outstanding CSR Case Awards 2013 f , r' ) _' i A
N A £A
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China Petroleum and Chemical Industry Association (CPCIA)

2013FERBE ML T ¥ ARERE 2 B ERMIEEEE e

Best Responsible and Caring Model Award of 2013 China Petroleum and
Chemical Industry Corporate Citizenship Model Awards

20139 B D & Ef

China Charity Festival 2013 REae
2013 Bl A i — SR g

Best CSR 2013 — Group Award

203(B_f@)FEMRESHES

2013 China Finance Summit Organization Committee @ e
2013RIEE (EHE

Best CSR 2013

H{h Others
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Blue Lion Manager Today '\]}V Ink World INK WORLD

EEHBR R RFCRBEIBE S LR SBEE AR —F E£F RN 2013F tH SRR ETTE IR HER14
2013F EHEMGHAAEA The Group's subsidiary, “Bauhinia Variegata Ink,” is ranked 14th
Mr. Francis Ip, General Manager of Bauhinia among The Top International Ink Companies 2013

Paints, a subsidiary of the Group was

awarded Top 100 MVP Managers ZRE a
www.hc360.com

202F EHERBIR M
Top 10 Solvent National Brand 2012
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In enhancing business performance and sustaining development,
the Group is committed to reciprocating community and helping
the disadvantaged so as to strike a balance between business
and philanthropy. The Group takes it as its responsibility to
undertake corporate social responsibility and sees it as a long-
term meaningful task. Meanwhile, it is also striving to instil the
concept of sustainable development into its business operations
and management processes to foster comprehensive development
of the economy, society and the environment concurrently.

Workplace Practices
Safety First

Since its establishment on 1 January 2012, the Group’s Health,
Safety and Environment Committee (HSE Committee) that
composed of five non-executive directors has succeeded in
leading the Group to raise its performance in health, safety and
environment in its efforts to safeguard the operational health and
safety of its staff and various stakeholders.

In the year, the Group’s Board of Directors approved and
implemented the “Health, Safety and Environmental Policy” of
the Group; established key targets and codes in safety, health and
environmental areas; and set up systems, terms of reference of
various functions and key related guidelines. In 2010, a Health,
Safety and Environment Department (HSE Department) was also
created for supervising health and safety issues within the Group
and its subsidiaries. Furthermore, it was instituted that the annual
bonuses of executives would be tied to safety performances while
related safety budgets would be set annually.
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In the year, quarterly meetings of the Group’s HSE Committee
under the Board were held to discuss and review health and safety
conditions. Members of the committee also conducted safety visits
at various plants last year. Safety inspections were also carried out
periodically by the HSE Department. Throughout the year, a total
of 21 inspections were carried out, advices were given to various
plants and requests for corrective actions were given.

ZE2EI

SEMBNEEAB BT RS BERE
BRE - BREREMKARL 0 SIHKRINE
THERELZ2HEERE 225N E
LEEEN  c EFHREBMRETARH
HETT 782,457/ NI R 2153 - S E IR
BELZEFHAERIE - BREIH L
ERATBEFRBRBRLIEERAS -

BT FLEH

ERCEIREEEERFTBEFHMED
N ATEEENLE - Bt - KERE
IThRAFENGK  EENEEMLMEAE
EHER -

Safety Training

Some production personnel within the Group have to undergo
occupational health checks to ensure that they are healthy and
fit. Plants are also required to make regular reports on related
data such as their respective safety measures and hours of safety
training given. Last year, a total of 82,457 hours of safety training
were carried out by the Group and its subsidiaries. A safety
incident reporting system had also been set up in the Group so
that all plants would have to make timely reports of all reportable
incidents and carry out incident investigations.

Benefits of Employees’ Children

Yip's Chemical believes that personnel are an important factor in
maintaining the competitiveness and vitality of an enterprise. For
this, it regards employees as its lifeline, so respecting and caring
them is crucial to the Group.
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Yip's Care Extension Foundation was set up by three founding
shareholders of the Group who personally donated a total of four
million corporate shares, and was managed and run independently
by a management committee formed by professionals from
different disciplines within the Group. The objective of the
foundation is to offer help to direct descendants of employees in
need so that they can receive better education and duly complete
their schooling.

The scope of sponsorship has now extended from full-time
junior college and undergraduate programmes to vocational
secondary school and senior secondary school programmes. The
amount of subsidy for junior college and university programmes
was increased by about 30% in 2012 and, in 2013, the subsidy
amount for all mainland study programmes under sponsorship was
revised upward by 5%. All general and retired employees as well
as employees facing abrupt changes in financial situations would
be benefited from the increase in subsidy amount. As to eligibility
for application, for both Hong Kong and mainland employees, the
wage threshold was relaxed from 3 times to 3.5 times the local
minimum wage so that more employees could be benefited.

In 2013, the foundation management committee approved 176
cases of regular applications. Together with 5 cases involving
abrupt changes in financial situations, a total of HK$611,600 in
subsidy was approved. Both the number of sponsor cases and the
amount of subsidy were up by 46% and 44% respectively from
the previous year.
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Environmental Protection
Clean Production

The Group pursues energy conservation and emission reduction
vigorously. Clean production is keenly enforced in its factories
and no effort is spared in minimising pollution generated during
production.

The Zhongshan laboratory of Bauhinia Variegata Inks, the Group's
subsidiary, has started the use of a “Fresh Air Heat Exchanger”,
which is essentially a paper core total heat exchanger installed
in the air-conditioning system. This exchanger has significant
power saving benefits because it will lower the cooling output of
the air-conditioning system by 21%, the indoor carbon dioxide
concentration by 7% and the concentration of volatile organic
chemicals by 45%. In addition, with the renewal of coolants in
the chilled water system that supports the production process
in the Zhongshan plant of Bauhinia Variegata Inks, energy
consumption has been reduced by about 7%. On the strength of
these two energy saving measures, Bauhinia Variegata Inks was
awarded Green Participant of “Hang Seng Pan Pearl River Delta
Environmental Awards 2012/13".

Research and Development of Eco-friendly
Products

All along, in designing and developing products that are in line
with environmental trends and consumer needs, the coatings
subsidiaries of the Group have been striving to minimise the
environmental burden of their products generated in the various
stages of their production and usage. In 2013, Bauhinia Paints
has introduced “Bauhinia New Generation Super-odourless
Gloss White Wall Surface Paint”. This new product is exclusively
formulated with premium acrylic polymer emulsion using
Bauhinia’s innovative odour elimination technology and state-of-
the-art processes. In addition, “Bauhinia Muyiyue Soya-based Eco-
friendly Wood Varnish” and “Muyiyue Super Hide Eco-friendly
White Wood Paint” have been rolled out in the year. Based on
natural soya oil and by employing odour-refreshing technology,
these two products distinguish themselves by their low odours
during application and effectiveness in protecting home wood
furniture.
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All latex paints, wood paints and architectural paints under
Bauhinia Paints have passed the review and inspection by specialist
teams and relevant authorities. Since all product indices conform
to related Chinese standards, they have been recognised by China
Association of Decorative Building Materials as “Green, Eco-
friendly and Energy-saving Chinese Building Material Products”.

Use of Resources

The Group is committed to raising the environmental consciousness
of its employees by encouraging them to adopt good energy
housekeeping and minimise waste systematically at the job and
personal levels.

In the area of energy conservation, during the period, the Group'’s
headquarters in Hong Kong had all T8 fluorescent tubes changed
to T5 ones while unnecessary ones were eliminated; traditional
spotlights were replaced with energy-saving ones; and water-
saving devices were installed in toilets and pantries. In addition,
as a way to encourage employees to implement environmental
practices in work procedures and minimise electricity and paper
usage, a green slogan competition was held and ideas and tips on
environmental protection were disseminated to remind employees
of green lifestyle practices.
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Active Support of Environmental Activities

Yip's Chemical also actively supports and participates in activities
organised by various environmental groups in Hong Kong to
enhance staff awareness on low-carbon living and environmental
protection. For eight consecutive years since 2006, Yip's Chemical
Volunteers has competed in the Tree Planting Challenge organised
by Friends of the Earth Hong Kong; and for two years in a row
since 2012 they have participated in the Earth Hour energy
conservation activity run by World Wild Fund.

Operating Practices

Cultivating an “Ethical and Merit-based
Behaviours Culture”

To support the long-
term development of
the Group’s businesses, Vo
employees at all levels
must be both competent I}?_ A & 4
and ethically reliable. =Y -

Effective team building
and the promotion of the
Group's core values will be
important strategies for the
Group. In 2012, 18 codes
of conducts that assert the
importance of ethics and

competence were drawn
up to help employees
at all levels understand
how best to demonstrate
responsible and ethical

behaviours towards clients,
shareholders, superiors, subordinates and other stakeholders. To
ensure that all employees understand the concept of an ethical
and merit-based culture, the Group not only conducted talks,
provided training and circulated promotional emails on the topic
for them. Last year, an essay competition named “Ethical and
Merit-based Behaviours around Us” was run and employees
were encouraged to record in writing ethical and merit-based
behaviours around them. A total of 319 essays were so collected.
From among these essays, 20 representative ones were compiled
into a book for distribution to all employees so that everyone
would know how to put the concept of an ethical and merit-
based culture into practice in the workplace.
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Community Involvement

Mobile Eye Surgery Centre Donation
Programme

The Group is an active supporter of the mainland’s vision
restoration and poverty alleviation initiatives and offers people
with special needs practical assistance in the improvement of
health and quality of life. With this in mind, the Group has been
implementing a long-term programme “Mobile Eye Surgery Centre
Donation” to help vision restoration for the multitude of mainland
cataract patients.

Since 2008, the Group has been providing eye surgery to poor
mainland cataract patients living in remote areas through the
annual donation of mobile eye surgery centres each costing
about HK$2.5 million. After donating two surgery centres, it
further entered into an agreement with the Asian Foundation
for the Prevention of Blindness (AFPB) and China Disabled
Persons’ Federation (CDPF) for implementing a “Ten-Year Mobile
Eye Surgery Centre Donation Programme” in 2010. Under this
agreement, Yip's Chemical plans to donate 10 mobile eye surgery
units to CDPF through AFPB in a 10-year period beginning 2010.

Up until 2013, the Group has already donated over HK$12 million
for five mobile eye surgery units assigned respectively to Ningxia
Hui Autonomous Region, Jiangsu Province, Shandong Province, Inner
Mongolia Autonomous Region and Yunnan Province. By 2020,
an additional seven units are expected to have been donated to
Shanxi, Heilongjiang, Hubei, Hunan, Liaoning, Chongging and
Jilin. Upto 31 December 2013, the five mobile eye surgery units
donated by the Group have already carried out cataract removal
surgeries for some 26,880 patients.
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Besides, every year Yip's Chemical Volunteers calls on employees
of the Group and its mainland subsidiaries to pay a three-day visit
to the mobile surgery units to gain a better understanding of the
significance and effectiveness of their work. In October 2013, 17
members of the team visited Inner Mongolia to spread cataract
prevention education, make house calls of cataract patients and
ex-patients and visit schools for the blind.
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Corporate Volunteer Team

Since its inception in September 2011, Yip's Chemical Volunteers
has been upholding the principle of “From the Community, For
the Community” in promoting volunteer work. They regularly
organise and participate in a range of volunteer activities and
encourage their colleagues to go into communities and help
people in need.

In 2013, through the participation of Yip's Chemical Volunteers,
the Group focused its resources to provide children and teenagers
with needs better opportunities to learn and to integrate
into society. The volunteer team also joined Produce Green
Foundation, an environmental organisation in Hong Kong, in
running a volunteer activity that combined organic farming with
the donation of farm produce to charities. This activity not only
fostered green living among the volunteers, but also allowed them
to understand the needs of teenagers with Down’s syndrome or
autism. In addition, a visit to children with intellectual disabilities
at Hong Chi Association was also arranged. Through these
services, the Group wishes to practise such concepts as “integration
of disabled and able-bodied” and “community inclusion”.

As a way to enrich the extracurricular experience of grass-root
children, the volunteer team joined hand with HOPE Worldwide, a
local charity, in offering lessons in basic golf skills for 30 primary
and secondary pupils from low-income families. In the mainland,
the volunteer team organised an outing to the Shanghai Wild
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Animal Park to broaden the experience of 33 children from Jiangxi
and Anhui left behind by their migrant worker parents. The Group
also contributed towards the “Grant-in-aid” Brightens Children’s
Lives Charity Project run by St. James’ Settlement, a social service
agency in Hong Kong. The aim of the project is to provide
more disadvantaged school children with fair and diversified
development opportunities.

The Group also seeks to capitalise on its specialty to help improve
communities. Bauhinia Paints, one of its subsidiaries, donated
paints to Shanghai Qingcongquan Autism Training Centre for
refurbishing the classrooms of autistic children so as to provide
them with a better learning environment. Bauhinia Paints also
donated paints to the Shanghai Age-friendly Housing Project
to help improve the living environment of 37 senior resident
households.

Mainland members of the volunteer team were also active in
serving communities. In the year, they organised activities such
as tree planting, community clean-ups and the paying of periodic
visits to solitary elders and disabled persons. They also donated
daily necessities and learning materials to school children in
impoverished rural areas.

In 2013, Yip's Chemical employees and their relatives and friends
in both Hong Kong and mainland contributed 1,109 hours of
volunteer services while the number of participants in volunteer
services in both Hong Kong and mainland was 243. Since the
establishment of Yip’s Chemical Volunteers in September 2011,

the accumulated hours of services and number of participants are
2,925 hours and 563 respectively.
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Student Sponsorship and Scholarship

Yip's Chemical recognises that the next generation is the master
of future society and is therefore keen to sponsor education.
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The Group has been running for eight consecutive years since
2006 a student sponsorship programme in Jiangmen, Guangdong.
In 2013, the Group donated around RMB600,000 for this project.
The sum was used to sponsor the university education of 93
needy matriculated students, award the top 15 secondary school
students graduating respectively from the arts stream and science
stream, and reward 22 teachers of outstanding graduating classes.

Yip’s Chemical is also actively involved in the “Seagull Scholarship
Programme” by offering summer internship to undergraduates
sponsored by the non-profit organisation running the programme.
In 2013, the Group provided one-month internship for 17
Seagull-sponsored undergraduates at various departments of its
subsidiaries. On top of getting paid for their work, each intern was
also given free meal, room and board as well as transportation
expenses.
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Mr. Yip Tsz Hin

Chairman, Non-executive Director

Mr. Ip Chi Shing, aged 66, is the chairman and the co-founder
of the Group and Mr. Ip was re-designated as the chairman of
the Group and a non-executive director of the Company in 2012.
Mr. Yip focuses on the Group’s long-term business strategy and
the inheritable of human resources planning. He is the brother
of Mr. Yip Tsz Hin, the deputy chairman of the Group, executive
director of the Company as well as the 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
“lp 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 55, 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,
the chairman of the Group and a non-executive director of the
Company.
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Mr. Ho Sai Hou

RO AR ST A
Mr. Kwong Kwok Chiu

Executive Directors (continued)

Mr. Wong Kam Yim, aged 53, joined the Group in 1996 and
has been an executive director of the Company since 2002.
Mr. Wong is the chief executive officer of the Group, and was
appointed as a member of the Group Executive Committee on
1 January 2012 and 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’s
Degree in Business Studies and obtained a Master's 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. Ho Sai Hou, aged 47, 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.

Mr. Kwong Kwok Chiu, aged 49, joined the Group in 1987 and
has been a member of the Group Executive Committee since 1
January 2012. Mr. Kwong was appointed as the managing director
of Hang Cheung group on 1 January 2013 and was appointed
as an executive director of the Company on 1 January 2014.
Mr. Kwong obtained a Master’'s 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.
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Mr. Wong Kong Chi

TERKE
Mr. Li Chak Man

Non-executive Director

Mr. Tong Wui Tung, aged 64, 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.

Independent Non-executive Directors

Mr. Wong Kong Chi, aged 56, 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.

Mr. Li Chak Man, aged 66, has been an independent
non-executive director of the Company since 2004. Mr. Li obtained
a Master’'s 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.
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Mr. Ng Siu Ping

Independent Non-executive Directors
(Continued)

Mr. Ku Yuen Fun, aged 62, 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.

Mr. Ng Siu Ping, aged 55, 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 thereafter re-designated as
a non-executive director of the Company. He was re-designated
as an independent non-executive director of the Company on 1
January 2014. 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.
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Mr. Fung Ping Kwon

5 NEHE e A
Mr. Feng Shun Quan

Management Executives

Mr. Ip Kwan, aged 31, joined the Group as an assistant to
director of the Group in 2007 and has been the general manager
of the Hong Kong Bauhinia Paints Manufacturing (Greater China)
Company Limited, 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. He is the son of Mr. Ip Chi Shing,
the chairman of the Group and a non-executive director of the
Company. He graduated from the London School of Economics
with a Bachelor’s degree in Government and Economics. Before
joining the Group, he had worked in the investment bank industry
for three years.

Mr. Fung Ping Kwong, aged 50, 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's Degree in Science (Economics)
from The University of London, a Master’s 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.

Mr. Feng Shun Quan, aged 42, joined the Group in 2000,
and was appointed as the general manager of the Yip's Ink
& Chemicals (Group) Limited on 1 July 2011. Mr. Feng was
appointed as a member of the Group Executive Committee on 1
January 2014. Mr. Feng obtained a Bachelor’s 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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Management Executives (continued)

Mr. Leung Wing Ching, Isaac, aged 46, joined the Group in
1996 and 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. He obtained a Bachelor’'s Degree in Accountancy
from The City University of Hong Kong and has over 20 years of
experience in the field of auditing, finance and management.

Ms. So Sze Wan, Lisa, aged 38, 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’'s Degree in Law
from The University of Hong Kong and a Master’s 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 52, is an experienced engineer.
Mr. Zhao 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. Mr. Zhao has over 20 years of experience in the
chemical industry and has extensive experience in management.
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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 2013.

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 2013.

Results And Appropriations

The results of the Group and appropriations of the Company for
the year ended 31 December 2013 are set out in the consolidated
statement of profit or loss and other comprehensive income on
page 91 and note 11 to the consolidated financial statements
respectively. An interim dividend of HK10 cents per share was paid
to the shareholders of the Company (“Shareholders”) during the
year. The Directors proposed the distribution of a final dividend
of HK15 cents per share totalling not less than HK$84,342,000
to Shareholders whose names appear on the register of members
at the close of business on 4 July 2014 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 28 to the consolidated financial
statements.

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 94 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 of or paying dividends to
its 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 (“Articles”), dividends can be
distributed out of the share premium and retained profits of the
Company, which amounted to HK$656,364,000 as at 31 December
2013 (2012: HK$759,511,000).
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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 13 and 15 to the consolidated financial statements.

Subsidiaries

Details of the Company’s principal subsidiaries as at 31 December
2013 are set out in note 38 to the consolidated financial
statements.

Directors and Service Contracts

The Directors during the year and as at 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
(retired on 31 December 2013)
Mr. Ho Sai Hou
Mr. Kwong Kwok Chiu
(appointed as an executive Director on 1 January 2014)

Non-executive Director:

Mr. Tong Wui Tung

Independent Non-executive Directors:

Mr. Wong Kong Chi

Mr. Au-Yeung Tsan Pong, Davie
(passed away on 16 March 2014)

Mr. Li Chak Man

Mr. Ku Yuen Fun

Mr. Ng Siu Ping
(re-designated as an independent non-executive Director
on 1 January 2014)
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Directors and Service Contracts (continued)

In accordance with article 95 of the Articles, Mr. Kwong Kwok
Chiu, being an executive Director newly appointed on 1 January
2014, will hold office until the next following general meeting
of the Company (i.e. the forthcoming annual general meeting)
(the “AGM") and shall then be eligible for election. The Board
proposed Mr. Kwong Kwok Chiu to be elected as executive
Director at the AGM.

In accordance with article 112 of the Articles, Mr. Yip Tsz
Hin, being an executive Director and Mr. Wong Kong Chi,
Mr. Ku Yuen Fun and Mr. Ng Siu Ping, being independent non-
executive Directors, will retire by rotation at 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 shall be re-elected by the
Shareholders.

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.

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

As at 31 December 2013, 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 () 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:
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EERESTHRAERSE Directors’ and Chief Executives’ Interests

HZERRKRE @) and Short Positions in Securities (continued)

3go) Long positions
LERRGEA
Number of Ordinary Shares

EARR
BEITRE
2B
Percentage
of the issued
HARS REER DRER Share Capital
Personal Family Corporate 2y of the
Ezpg Name of Directors Interests Interests Interests Total Company
EEmaL Mr. Ip Chi Shing 169,342,532 3,764,000 (a) 14,280,000 (b) 187,386,532 33.33%
Ersas Mr. Yip Tsz Hin 35,240,248 20,000,000 (c) - 55,240,248 9.82%
BRERE Mr. Wong Kam Yim 708,000 - - 708,000 0.13%
TREREE! Mr. Li Wai Man, Peter ' - - - - -
HREE Mr. Ho Sai Hou - - - - -
BERLE Mr. Tong Wui Tung - 700,000 (d) - 700,000 0.12%
Yy Mr. Wong Kong Chi - 100,000 (g) - 100,000 0.02%
BBERLE? Mr. Au-Yeung Tsan Pong, Davie 2 - - - - -
FEREE Mr. Li Chak Man - 150,000 (f) - 150,000 0.03%
HEARE Mr. Ku Yuen Fun 20,680 14,000(q) - 34,680 0.01%
RBFRE Mr. Ng Siu Ping 2,532,000 50,000 (h) - 2,582,000 0.46%
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Directors’ and Chief Executives’ Interests
and Short Positions in Securities (continued)

Notes:

(a)

Qut 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.

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.

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

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

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.

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

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

Mr. Li Wai Man, Peter retired as an executive Director on 31
December 2013.

Mr. Au-Yeung Tsang Pong, Davie passed away on 16 March 2014.
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Directors’ and Chief Executives’ Interests
and Short Positions in Securities (continued)

Details of the share options held by the Directors under the
Company’s share option schemes 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.

Other than as disclosed above and certain nominee shares in
subsidiaries held by directors in trust for the Company or its
subsidiaries, as at 31 December 2013, 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.

Share Options

The Shareholders at the annual general meeting held on 25 May
2012 approved the adoption of a new share option scheme (the
“New Share Option Scheme”) and the termination of the old share
option scheme (the “Old Share Option Scheme”, together with the
“New Share Option Scheme”, collectively known as “Share Option
Schemes”) which was adopted by the Company on 3 September
2002. The New Share Option Scheme will expire on 24 May 2022.
Options granted under the Old Share Option Scheme prior to its
termination will continue to be valid and exercisable in accordance
with the rules thereof. The main purpose of the New Share Option
Scheme is to recognise 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
Share Option Scheme are set out in note 31 to the consolidated
financial statements.
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During the year, movements in the number of options which
have been granted to certain Directors and employees under the
Company’s Share Option Schemes are as follows:

BREHE
Number of share options
R=g-=f EAT R-E-=F
-A-8 _ AM/3 +-A=1-8
HRITHE FREH EREIE Lapsed/ ERATHE
Outstanding Granted Exercised cancelled  Outstanding
RiEAH 1EE as at during during during as at
Date of grant Exercise p%@ 1.1.2013 the year the year the year 31.12.2013
BT
HK$
i3
Directors:
BERERE “EINERATA
Mr. Wong Kam Yim 17 May 2004 1.590 300,000 - - - 300,000
“TTRETAZTIEA
24 October 2005 2.004 200,000 - - - 200,000
_TRLEMA=H
3 Aﬁpril 2007 4.050 200,000 - - - 200,000
ZZEN\ETA=1-H
31 October 2008 1.950 100,000 - - - 100,000
“ETNE+ARA
5 October 2009 4536 200,000 - - - 200,000
“T-=%-Af-H
11 January 2013 5.942 - 200,000 - - 200,000
FERFE “EEMERAT+A
Mr. Li Wai Man, Peter * 17 May 2004 1.590 100,000 - - - 100,000
“ETRETAZTIA
24 QOctober 2005 2.004 200,000 - - - 200,000
“ERHEMAZH
3 April 2007 4.050 200,000 - - - 200,000
“ZTN\ETA=T-H
31 October 2008 1.950 100,000 - - - 100,000
ZEEAETATA
5 October 2009 4536 200,000 - - - 200,000
—E-=F-At-H
11 January 2013 5.942 - 200,000 - - 200,000
Glus$it: “E-ZE-At-H
Mr. Ho Sai Hou 11 January 2013 5.942 - 200,000 - - 200,000
1,800,000 600,000 - - 2,400,000
BT “ZTRETAZTIRA
Employees 24 October 2005 2.004 176,000 - - - 176,000
“ETLEMA=A
3 April 2007 4.050 428,000 - (150,000) - 278,000
“EE\ETA=T-H
31 October 2008 1.950 380,000 - (40,000) - 340,000
ZERAET AR
5 October 2009 4.536 1,190,000 - (110,000) - 1,080,000
“F-=F-At-A
11 January 2013 5.942 - 6,920,000 - (90,000) 6,830,000
2,174,000 6,920,000 (300,000) (90,000) 8,704,000
3,974,000 7,520,000 (300,000) (90,000) 11,104,000
* FTEREENR-ZE—Z=ZF+_A=1+— * Mr. Li Wan Man, Peter retired as an executive Director on 31

HERRA BHERITES -

December 2013.
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Share O ptIO NS (Continued)

On 11 January 2013, a total 7,520,000 options were granted to
97 eligible employees of the Group including the directors of the
Company and its subsidiaries at an exercise price of HK$5.942
and will be vested over a period of two years from the grant date
under the New Share Option Scheme. The closing price of the
shares of the Company immediately before the grant of options
on 11 January 2013 was HK$5.970. Weighted average closing
price of the shares of the Company immediately before the dates
on which the options were exercised was HK$7.922.

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.

Substantial Shareholders

As at 31 December 2013, 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:
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Substantial Shareholders (continued)

Wr Long positions
R-E-=%
t=ZA=+-H
ERRRE BT
BAZEDL
Percentage
of the issued
RO E share capital
TERRER E47) Number of of the Company
Name of substantial shareholder Capacity shares held as at 31.12.2013
E 90 ot EREEA
Ms. Ip Fung Kuen Beneficial Owner 47,592,000 8.46%
FMR LLC BB ()
Investment Manager (Note) 33,654,105 5.99%
Capital Research and Management Company BEKE
Investment Manager 29,410,000 5.23%

GER

BEEFHFRAEGKR  RZT—=F+=A=
+—H ' FMR LLCH# R & #EH 33,654, 10508 A&
RNRIRD 2 #xm - mESPFidelity Management
& Research Company#§432,254,1050% -
Fidelity Management Trust CompanyEd
Pyramis Global Advisors LLCBI# % 1,400,000
B o

B EXAHEIN  R-E—=F+-A=
+f51%7u¢=ﬁﬂ§$&%%ﬁﬂ

ABRBHEZERRAR IERE R
M'wﬁAiLﬁ$ NEHERSEARRT]
[0 R Bz SOA B IR 5 R HIE (%
Bl% 336155 5

BE - HEDQEEZARARQ T
ZEmRHE
BE-_Z—=%+_A=+—HI=FE
A ARRISETMHBEARREREE -
HESBEEARRRZ I EHES -

Note:

Under the SFO, as at 31 December 2013, FMR LLC was deemed to be
interested in 33,654,105 shares of the Company, of which 32,254,105
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 2013, 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.

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

During the year ended 31 December 2013, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company'’s listed securities.
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Major Suppliers and Customers

During the year ended 31 December 2013, 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 2013, 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 is set out in
“Corporate Governance Report” on pages 69 to 88.

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 2013 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 2013, the Group made
charitable and other donations amounting to HK$5,337,000.

Connected Transactions and Directors’
Interests in Contracts

During the year ended 31 December 2013, 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.

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.
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Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles 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.

Auditor

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

On behalf of the Board
IP CHI SHING
Chairman

Hong Kong, 18 March 2014
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Statement of Compliance

The Company is committed to maintaining high standards 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 all code provisions of the
“Corporate Governance Code and Corporate Governance Report”
(the "CG Code"”) contained in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange (the "Listing
Rules”) throughout the year 2013 except that the Company does
not have a nomination committee on the grounds as stated below
(CG Code provisions A.5.1 to A.5.4).

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 2013.
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Corporate Governance Structure
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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

As of at the date of this annual report, the Board was chaired by
Mr. Ip Chi Shing and comprised a total of ten Directors, namely,
four executive Directors, two non-executive Directors and four
independent non-executive Directors. 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 websites
of the Company and the Stock Exchange.

On 31 December 2013, Mr. Li Wai Man, Peter retired as an
executive Director and was appointed as a senior consultant
of the Company to continue to provide professional advice on
affairs of the Group. On 1 January 2014, Mr. Kwong Kwok Chiu
was appointed as an executive Director and Mr. Ng Siu Ping was
re-designated as an independent non-executive Director.
Mr. Au-Yeung Tsan Pong, Davie, an independent non-executive
Director of the Company, passed away on 16 March 2014.

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
independent non-executive Directors in respect of their
independence as set out in Rule 3.13 of the Listing Rules. Two of
the independent non-executive Directors possess the appropriate
professional accounting qualifications and related financial
management experience.

71



72

HRETEEAFRAF Yip' s Chemical Holdings Limited

EEERRE
Corporate Governance Report

EES2 )

BEESHME)
EEQRE AR RA B IR -
REECEBFERT EREET S
& NEEWRETME - BA BERA
EFEEIREREAT - ARARE
MEEEESETIRAEEENBAT A
BRI -

FHE_ZT—=F+-_A=+—HLHF
B EEEEHEEEEMBERRAREE
BHER - WiEY T NEEEEE/ME - [
B EEeRlE TEETEREBZ TR
(BRI EBESEXEZ UL
Tk o ABCRIREWT ¢

s HEAZBSER-FIZTLEBR
EE - BEETRNMER - Fi& -
XERBEER Bk HEL
B XEE - MBRRBEH - &K
BImAEOREIAIREFTSRH
HBERIMIERTE °

s EXgREREESEZTLLER
MR - MBS AR AT -

s EFOREAEAERRMIARRE
AHERABRITZ AR

ARBERMIEFAEESEEENBER
TEXBUEXER  BRAARAA
B - BEREEIERRRRMESZTNEE
wegRfem  EXARSAEZHNL
EREFE -

ARBCBEEERSRBBEEERAR
fHIERR

The Board (Continued)
Composition of the Board (Continued)

The Board regularly reviews its composition and membership to
ensure that it has a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the Group's
business and discharge its responsibilities effectively. Currently, the
Board is responsible for the nomination and appointment of new
directors. The Company considers it is more beneficial and efficient
for the full Board to perform the functions of the nomination
committee.

During the year ended 31 December 2013, the Board adopted the
Group’s Information Policy together with Inside Information Policy
and established an inside information control team. Also, the
Board adopted the Board Diversity Policy (the “Policy”) which sets
out the approach to achieve diversity on the Board. The Policy is
summarised as follows:

e The selection of candidates of the Board will be based on a
range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of
services. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the
Board.

e  The Board will report on the Board’s composition under
diversified perspectives and monitor the implementation of
the Policy.

e The Board will review the Policy on appropriates times so as
to ensure its effectiveness.

The Company has adopted procedures for the Directors to seek
independent professional advice in appropriate circumstances at
the Company’s expenses. Mr. Kwong, a newly appointed executive
Director is offered a comprehensive, formal and tailored induction
upon his 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 2013, five regular Board
meetings, 14 other Board meetings and one non-executive

o tHmREMmeEE R KIERTESS Directors meeting were held by the Board. The attendance of each
@i  REENEGH 2 HEREBE S Director at these meetings is shown in the table below:
LU
BITES: Executive Directors:
EEEERSRUEE EETTHMERLER
Regular Board Other Board
Meetings Attendance Meetings Attendance
EFEitE Mr. Yip Tsz Hin 5/5 10/14
E iy iyt Mr. Wong Kam Yim 5/5 8/14
FRRESE Mr. Li Wai Man, Peter ! 5/5 14/14
fatth 52 A Mr. Ho Sai Hou 5/5 14/14
FREIRR S A 2 Mr. Kwong Kwok Chiu ? N/A N/A
FHTES: Non-executive Directors:
ESSESAERHAEE ESSHMERLER
Regular Board Other Board
Meetings Attendance Meetings Attendance
EEREE(ER) Mr. Ip Chi Shing (Chairman) 5/5 4/14
EEREE Mr. Tong Wui Tung 5/5 2/14
BUFHTES: Independent Non-executive Directors:
ESSEAGBHEEX EESHMSELEE
Regular Board Other Board
Meetings Attendance Meetings Attendance
BEELRE Mr. Wong Kong Chi 5/5 2/14
BRI B B A 3 Mr. Au-Yeung Tsan Pong, Davie 3 5/5 2/14
FERSE Mr. Li Chak Man 4/5 2/14
HESEE Mr. Ku Yuen Fun 5/5 2/14
RBFEAE 4 Mr. Ng Siu Ping 4 5/5 2/14
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The Board (Continued)
Operation of the Board (Continued)

Remarks:

1. Mr. Li Wai Man, Peter retired as an executive Director on 31
December 2013.

2. Mr. Kwong Kwok Chiu was appointed as an executive Director on 1
January 2014.

3. Mr. Au-Yeung Tsan Pong, Davie passed away on 16 March 2014.

4. Mr. Ng Siu Ping was re-designated as an independent non-executive
Director on 1 January 2014.

* Five regular Board meetings were held during the year ended 31
December 2013, which involve the active participation, either in
person or through electronic means of communications, by all the
attending Directors. Besides these regular Board meetings, 14 other
Board meetings were convened during 2013 to approve routine
business or discuss operational matters that required the Board's
timely attention.

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

The role of the company secretary of the Company (“Company
Secretary”), Ms. So Sze Wan, Lisa, includes, amongst others,
ensuring 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. The 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. The Company Secretary, Ms. So, is a full
time employee of the Company. She confirmed that she fulfilled
the requirement of taking no less than 15 hours of relevant
professional training during the year under review.
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The Board (continued)
Directors’ Training and Professional Development

The Company, from time to time, 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 develop
and refresh their knowledge and skills.

In addition, all Directors are encouraged to participate in various
professional development seminars and courses. A summary of
training received by Directors during the year ended 31 December
2013 according to the records provided by the Directors is as
follows:

B REXEBRRER

= Directors: Type of trainings and professional development
BER,/
CE 1Y
mE
Seminars ETH BIEAT R
and/or FER kpLeEg
REEH  conferences Corporate Reading
In-house and/or events or  and on-line
training forums visits studying
EEREE(ER) Mr. Ip Chi Shing (Chairman) v v/ v/
EFErsest Mr. Yip Tsz Hin v v v
BERERE Mr. Wong Kam Yim v/ v v
FREREE Mr. Li Wai Man, Peter ' v v/ v v
AEREE Mr. Ho Sai Hou v/ v v v
BERL L Mr. Kwong Kwok Chiu 2 N/A N/A N/A N/A
EERSTE Mr. Tong Wui Tung v/ v v v
BEELE Mr. Wong Kong Chi v v v v
BZE LA 3 Mr. Au-Yeung Tsan Pong, Davie 3 v v v
FEREE Mr. Li Chak Man v v v
HERAKE Mr. Ku Yuen Fun v v v
RIBFHRE Mr. Ng Siu Ping “ v/ v/ v v
MIaE - Remarks:
1. ZFREREER-ZZT—=F+ZA=+-— 1. Mr. Li Wai Man, Peter retired as an executive Director on 31

HERITBHERITES o

2. BERBREER-_ZT-—NF-—A—-—HEZ

IRITES -

3. EBBEBREERN-_ZT—WNE=A+H

B -

4. RBFRER-_Z-—NF—-A—HRE

REIIFNITES -

December 2013.

2. Mr. Kwong Kwok Chiu was appointed as an executive Director on 1
January 2014.

3. Mr. Au-Yeung Tsan Pong, Davie passed away on 16 March 2014.

4. Mr. Ng Siu Ping was re-designated as an independent non-executive
Director on 1 January 2014.
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The Board (continued)
Delegation by the Board

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.

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. GEC
currently comprises a total of seven members, four of which are
executive directors of the Company, namely, Mr. Yip Tsz Hin,
Mr. Wong Kam Yim, Mr. Ho Sai Hou and Mr. Kwong Kwok Chiu.

A formal schedule of matters reserved for the Board is maintained
and is subject to regular review. Those important matters include:

o setting of long term objectives and strategies

o approving preliminary announcements of results

e approving annual budgets

o approving major capital expenditure, acquisitions and disposals

o establishing risk management policies

° approving connected transactions

o declaring and recommending payment of dividends

° appointing new directors

e  establishing Board committees

o reviewing and monitoring of internal control and risk
management

o reviewing and monitoring policies and practices on corporate
governance

o approving major policies and guidelines
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The Board (Continued)

GEC

GEC members

Mr. Yip Tsz Hin (Chairman)

Mr. Wong Kam Yim (Chief Executive Officer)

Mr. Ho Sai Hou (Chief Financial Officer)

Mr. Li Wai Man, Peter (retired as an executive Director
on 31 December 2013)

Mr. Kwong Kwok Chiu (appointed as an executive Director
on 1 January 2014)

Mr. Ip Kwan

Mr. Fung Ping Kwong

Mr. Feng Shun Quan (appointed as a GEC member

on 1 January 2014)

Duties and responsibilities

The Board currently has three committees,

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

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
supporting functions or corporate services and co-ordinating
the operations of the sub-groups in order to achieve best
returns for the Group.

namely the

Remuneration Committee, Audit Committee and Health, Safety
and Environment Committee. All the Board committees are
empowered by the Board under their own terms of reference.
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The Remuneration Committee and
Remuneration of Directors and Senior
Management

The Remuneration Committee was formed in June 2005. It
currently consists of two non-executive Directors and four
independent non-executive Directors. Mr. Au-Yeung Tsan Pong,
Davie, the former chairman of the Remuneration Committee,
passed away on 16 March 2014. Major roles and functions of the
Remuneration Committee include:

o establishing a formal and transparent procedure for
developing remuneration policy

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

e 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 2013, the Remuneration
Committee held four meetings including one telephone conference
and the attendance of each member at these meetings is shown
in the table below:

HE=E
ME Member Attendance
BISEH A Mr. Au-Yeung Tsan Pong, Davie ! 4/4
R EE Mr. Ip Chi Shing 3/4
EERSEE Mr. Tong Wui Tung 3/4
HELELE Mr. Wong Kong Chi 4/4
FERSLA Mr. Li Chak Man 4/4
HESEE Mr. Ku Yuen Fun 4/4
RABTHHE 2 Mr. Ng Siu Ping 2 4/4

1. BBEHEER-_T-—NF=A+H
B

2. RAFERENR-_Z-—HF-A-HBME
B IEITES -

1. Mr. Au-Yeung Tsan Pong, Davie passed away on 16 March 2014.

2. Mr. Ng Siu Ping was re-designated as an independent non-executive
Director on 1 January 2014.
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The Remuneration Committee and
Remuneration of Directors and Senior
Management (continued)

In these meetings, the Remuneration Committee:

o recommended the grant of share options to the executive
Directors and senior management to the Board

o reviewed the terms of reference of the Remuneration
Committee

e  reviewed the procedure of grant of share options

° 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

e approved the remuneration packages of the Group’s
executive Directors and senior management effective 1
January 2014 after considering market remuneration levels of
comparable companies in the market

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 2013 are set out in
Note 6 to the consolidated financial statements.

The Audit Committee

The Audit Committee was formed in November 1998 and currently
comprises two non-executive Directors and four independent
non-executive Directors and is chaired by Mr. Wong Kong Chi.
Mr. Au-Yeung Tsang Pong, Davie, a member of the Audit
Committee, passed away on 16 March 2014. Major duties of the
Audit Committee include:

e reviewing financial information of the Group

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

o 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
RERE 31 December 2013 and the attendance of each member at these
meetings is shown in the table below:

HE R
24= Member Attendance
mEELE Mr. Wong Kong Chi 4/4
BEKEE Mr. Ip Chi Shing 3/4
EERRSE Mr. Tong Wui Tung 4/4
BB EH A Mr. Au-Yeung Tsan Pong, Davie ' 4/4
FERRE Mr. Li Chak Man 4/4
HERSEA Mr. Ku Yuen Fun 4/4
REATHAE 2 Mr. Ng Siu Ping 2 4/4
1. BHEEARRER-_ZT-—NOF=A+AH 1. Mr. Au-Yeung Tsan Pong, Davie passed away on 16 March 2014.
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Mr. Ng Siu Ping was re-designated as an independent non-executive
Director on 1 January 2014.

In these meetings, the Audit Committee:

reviewed the 2012 annual and 2013 interim results before
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

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 13 March 2014 to
review the Group's audited consolidated financial statements for
the year ended 31 December 2013.



&¥RME Governance Report

ZERERREES

Z2RFRREZBE([ZZE IR _F—
“HE-A-BKRY MEEEEEREE
ZERBRRIENER - REEHRMALIE
HITEER =B FMITESAN - &K
BREESHKEL  BEREEEE  HES
S REATEERFERELE - TRMH
HESEERE - ZZETRREBE

o EENIRZERERERBUR|NRA
S ER ]

s SKEHRERE ZE2RRENEARS
T

o ERKEMLERFERREINEE
RG(RIRAGREE  ZEHE - &
IRR ~ 1EEXEE)

LEGZBREBECETHANANA R
A LRI AARWEBRIREER -

REERBE-T-=#+-A=+—§
LAERTTRES - SREANEHE
HZHEREEIDT

—T—=FEFH 2013 Annual Report

EEERRE

Corporate Governance Report

Health, Safety and Environment
Committee

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

e  the adoption and renewal of the Group’s health, safety and
environment policies

e the determining of the Group’s appetite for health, safety
and environment risk

o managing the Group’s monitoring environment for health,
safety and environment 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 2013, the HSE Committee
held four meetings and the attendance of each member at these
meetings is shown in the table below:

HER
24=] Member Attendance
HRF L Mr. Ku Yuen Fun 4/4
BEXEE Mr. Ip Chi Shing 3/4
HELLELE Mr. Wong Kong Chi 4/4
TEREE Mr. Li Chak Man 4/4
REBFEE Mr. Ng Siu Ping ! 4/4
1. SREFEAR-_ZE—NE—F—BHAE 1. Mr. Ng Siu Ping was re-designated as an independent non-executive

R IFITES ©

EZEFERT  ZZeENREETRE
FRAEBERNEARE  ERREELR
BRBRNERMEFELEHLE2UE -

Director on 1 January 2014.

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 Auditor’s 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 Auditor’s reporting responsibilities are stated in the
Independent Auditor’s Report on pages 89 to 90.

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 GEC and to the
Audit Committee.

During the year ended 31 December 2013, 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.
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Auditor's Remuneration

For the year ended 31 December 2013, the fee paid/payable to
the Group's external auditor, Messrs. Deloitte Touche Tohmatsu, is
set out as follows:

f/ EAM

Frig itz AR5 Services rendered Fee paid/payable

FHET

HK$'000

EiZR Audit services 4,180
HEZIRE Non-audit services

FH R EmE Interim review 690

ELPYNT o Audit of provident fund 20

HIE RS Taxation services 144

B R s
AARIRAB—ERBEERD - TBERNAE
HRNERENERESEIRNE © i
R (FREMERIN) BIIFNA QRN
BHAMERARN(TENERAA ) KFH
EBMERADE -

BRREHRRAEHEF
R

1298 B 5 E IR MR Fosl - MEART
EARAMERN LRE 2 BEELTAE
B BMEREREARANEEZEE
BENB(AWAAANTBRE LT E
Bt - RAEMBFE) - %P3
AE2EEWAERLMFRARE -
REFHARBEE R AAR AR
FOR+H 2 —HBRARAREA G
T MRK -

Shareholders’ Rights

The Company has only one class of shares. All shares have the
same voting rights and are entitled to the dividend declared. The
rights of our shareholders are set out in, amongst other things,
the restated articles of association of the Company (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.
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Rights and Procedures for Shareholders
to convene a General Meeting (continued)

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.

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.
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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 via 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.

ZE—=FRAFKRRARG([HFREKR The 2013 annual general meeting (“AGM") was held on 6 June
gORZE—Z=ZFRARBEIT - EEF 2013. The attendance of of each Director at this meeting is shown
RERGH L LRERAHINWAT in the table below:
HITES Executive Directors:
AGM Attendance
BAEFRRARASHESR
EFELAE Mr. Yip Tsz Hin 11
BEEEE Mr. Wong Kam Yim 11
FERKAE Mr. Li Wai Man, Peter ! 11
At sEE Mr. Ho Sai Hou 1/1
BBE AR S A 2 Mr. Kwong Kwok Chiu 2 N/A

FHITES . Non-executive Directors:
AGM Attendance
BERRASHER
BEEXREE(ER) Mr. Ip Chi Shing 1/1
EERR A& Mr. Tong Wui Tung 1/1
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Shareholders’ Meetings (continued)

BYFHTES: Independent Non-executive Directors:
AGM Attendance
BERRAGHER
mEELE Mr. Wong Kong Chi 11
IR 55 B B 5 A= Mr. Au-Yeung Tsan Pong, Davie 3 1/1
FEREL Mr. Li Chak Man 11
mRFEE Mr. Ku Yuen Fun 171
REBF 54 Mr. Ng Siu Ping * 11
W&t Remarks:
1. ZFRREER-_ZF—=F+=-_A=+-— 1. Mr. Li Wai Man, Peter retired as an executive Director on 31

HERARABFHERTTES -

2. BEBEER-_Z-—HF-A-HEZ
ERHITES -

3. BBEBEER-F-MFZA+AA
Bt -

4. RBFERER-Z-—NF—-HA—RBRAME
R IFITES -

BE_T-=F+_A=+—HIFE"
KRR BB ER T REARS - B
DB R BT AAIE SRR E BN A D A
BB ATBEA - WA R AR EE IR
HEH -

December 2013.

2. Mr. Kwong Kwok Chiu was appointed as an executive Director on 1
January 2014.

3. Mr. Au-Yeung Tsan Pong, Davie passed away on 16 March 2014.

4. Mr. Ng Siu Ping was re-designated as an independent non-executive
Director on 1 January 2014.

During the year ended 31 December 2013, there is no change in
the Company’s constitutional documents. The latest version of the
restated Articles of the Company is available on the Company’s
website, Stock Exchange’s website and from the Company
Secretary upon request.
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Investor Relations and Communication
with Shareholders

The Group strives to maintain a high level of corporate governance
in every facet of its business; provide investors and shareholders
with accurate, transparent and timely information; and seek good
two-way communication with stakeholders.

The Group fully understands the importance of maintaining
timely communication with investors and shareholders. For this,
the Group’s Investor Relations and Corporate Communications
Department regularly holds meetings with investors and
shareholders so as to build a good long-term relationship through
continuing dialogues. Immediately after the announcement of
interim and annual results every year, we will hold an investor
briefing. Since last year, a webcast will also be hosted so that
investors and shareholders from Hong Kong, the mainland or
even the overseas will be able to learn timely of the Group's
operating performance and major development. After the results
announcements we will also take the initiative to arrange meetings
or teleconferences with investors and shareholders where our
management will answer their questions to ensure that they have
a thorough understanding of our results and development. In our
annual general meeting of shareholders every year, we are able
to maintain good interactive communication with shareholders

through direct and open dialogues.

87



88

HRETEEAFRAF Yip' s Chemical Holdings Limited

EEERRE

Corporate Governance Report

REZEBEARBRRER @

013FAEEBEEBERDEEA
B fEAH - BN RGN - KEE
BE ESEBERMESITE#EITES0
ez 2HETH0REFTE ITH
ETISRRER - BN REINR I IR
B ERmI1200 18 EE o ZBPIMLHE
THB0RKREE MR RLEBAE BN
bE% cMRTHEMEREESH  AEBENE
RETEREENBR - AL - RERE
ﬂ#?f%ﬁ%/% GREBHFLELHENS - Bt
RASEBRTEREEEAMANGE -

RERAEENERENEIER R AT
WEfh > ARBEZMNAEEMAE EHF
BB - PR FRBERE  AF
B MEHREER  FEREEMBRRAR
RAEMNEUEANEHE L TEHAFTER
BEAZMEENZNEHER -

AEBEREEETRE - 2 FRARNR
a- %ﬁ%@ﬁ?&ﬁﬁ%%?ﬁé@&%“%ﬂﬁﬁ%%%
LRBE  #RRKTNEEERRAF
BHRE -

Investor Relations and Communication
with Shareholders (continueq)

In 2013, Investor Relations and Corporate Communications
Department conducted over 50 meetings with shareholders,
institutional investors, fund managers and analysts from Hong
Kong, the mainland and the overseas; participated in some
30 teleconferences and contacted more than 120 investors by
attending 15 roadshows run locally, in the mainland and the
overseas. The department also organised visits of the Group's
plants for about 30 investors and shareholders. In addition to
meeting with institutional investors, the Group also values its
relationship with retail investors. Therefore media conferences and
securities broker presentations were held in the year to raise the
Group's profile at the retail investor level.

To ensure the timely and fair announcement of important
information about the Group, the Group are extensively using our
corporate website for uploading quarterly newsletters, interim and
annual financial statements, announcements, press releases and
briefings. This way, investors and shareholders can quickly and
easily browse or download the information they need so that they
can keep abreast of the latest development of the Group.

The Group shall continue to abide by a principle of timeliness,
fairness and openness in maintaining two-way communication
with investors and shareholders through effective channels so as
to ensure a high standard of corporate governance and a high
degree of corporate transparency.
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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 91
to 200, which comprise the consolidated statement of financial
position as at 31 December 2013, and the consolidated statement
of profit or loss and other 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.
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Auditor’s Responsibility (continved)

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 2013 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

18 March 2014
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Consolidated Statement of Profit or Loss and

Other Comprehensive Income

BE-—T—=F+=-F=+—HILFE For the year ended 31 December 2013

—EB—=F —E——4F
2013 2012
Lz FET FBT
Notes HK$000 HK$'000
20 Turnover 5 9,876,033 8,894,409
HERMRA Cost of sales (8.368,879) (7,394,484)
EH Gross profit 1,507,154 1,499,925
H A Other income 141,986 59,683
H b gz & B8 Other gains and losses 7 (20,327) 16,491
HE REKIHE R Selling and distribution expenses (396,611) (387,304)
1TEE A Administrative expenses (789,536) (726,194)
FMEEA Interest expense 8 (51,209) (41,257)
BRE A=A Profit before taxation 9 391,457 421,344
18 Taxation 10 (79,736) (81,455)
RELER Profit for the year 311,721 339,889
HEmamikas(Zi): Other comprehensive income (expense):
HigresioHEE Items that will not be reclassified
BmmIEE ¢ subsequently to profit or loss:
RitHE = Z25RE%m Exchange differences arising on
EEZERERE translation to presentation
currency 125,910 38,363
HERZHEWER Revaluation of leasehold properties
B A YR for own use upon transfer to
Bih investment properties - 38,321
125,910 76,684
Higrgeesmo Bz Items that may be reclassified
BmrIER ¢ subsequently to profit or loss:
B IS Diaak o Yk Net adjustments on cash flow hedges 11,514 (4,451)
NEHEMEE WS Other comprehensive income for
the year 137,424 72,233
AEREW S BEE Total comprehensive income for
the year 449,145 412,122
RNEMFEIENER Profit for the year attributable to:
Vi /N ) 32 Owners of the Company 250,622 276,302
FEIEAR M Non-controlling interests 61,099 63,587
311,721 339,889
RNE 2 HWEREG Total comprehensive income for the year
%8 attributable to:
RAERRER Owners of the Company 374,448 345,627
IR Non-controlling interests 74,697 66,495
449,145 412,122
BRREF Earnings per share 12
—HR — Basic HK44.6 cents &fll  HK49.4 cents 75l
— - Diluted HK44.4 cents #&fll  HK49.3 cents il
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WZT—=%F+=FA=+—H At 31 December 2013

—ZF—= — T4
2013 2012
M e FHET FH&T
Notes HK$’000 HK$'000
RBEE Non-current assets
ME - BB MRE Property, plant and equipment 13 1,625,958 1,453,531
ML HHES Prepaid lease payments 14 268,359 212,809
EE Investment properties 15 66,300 66,300
EES Goodwill 16 69,574 69,574
B EE Intangible assets 17 6,111 13,215
A EHEERE Available-for-sale investment 18 24,113 23,421
BEYE HBERX Deposits paid for acquisition of
A K L Hb A FA property, plant and equipment and
HEA land use rights 56,731 73,723
HMIERB & E Other non-current asset 19 4,600 4,600
2,121,746 1,917,173
RBEE Current assets
VER{ Inventories 20 980,245 870,332
FEU AR R K JE I R 1% Trade and bills receivables 21 3,317,777 3,073,440
H b EUBR TR K FaFIE  Other debtors and prepayments 21 323,146 310,819
FEM LS Prepaid lease payments 14 6,193 4,990
FEAIRITIE R Short-term bank deposits 22
—R=EAREE — with original maturity within
three months 288,999 218,540
—ZR={E A& — with original maturity more
than three months 51,252 19,128
RITHEBR MRS Bank balances and cash 22 1,028,883 728,632
5,996,495 5,225,881
Y B ERHENEE Asset classified as held for sale 23 10,259 -
6,006,754 5,225,881
REBAE Current liabilities
FET R R FERT & Creditors and accrued charges 24 1,861,610 1,566,672
FE R Taxation payable 57,600 71,990
PTESmTA Derivative financial instruments 25 3,063 7,451
BE——FREH Borrowings — amount due
within one year 26 1,506,177 923,027
3,428,450 2,569,140
RBEERE Net current assets 2,578,304 2,656,741
BEERRBERS Total assets less current liabilities 4,700,050 4,573,914
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MZT—=F+=A=+—H At 31 December 2013

—F—= — T4
2013 2012
MI5E FBT T
Notes HK$'000 HK$'000
kRBEMS Non-current liabilities
TEERIT A Derivative financial instruments 25 27,353 8,120
a8 ——F&EH Borrowings — amount due after
one year 26 1,252,171 1,451,250
BEERIERE Deferred tax liabilities 27 12,114 11,273
1,291,638 1,470,643
3,408,412 3,103,271
BRAR #E Capital and reserves
&N Share capital 28 56,228 56,186
B Reserves 2,916,814 2,677,010
AN T RREMER Equity attributable to owners of
the Company 2,973,042 2,733,196
FEE RS Non-controlling interests 435,370 370,075
3,408,412 3,103,271

FNBEF200BZHEEPBREER =
ZNE=A+\BEESSHEREE
g WHNATREREE :

EFE EZ
BRI E BEFHn4E

The consolidated financial statements on pages 91 to 200 were
approved and authorised for issue by the Board of Directors on 18
March 2014 and are signed on its behalf by:

DIRECTOR
Mr. Ip Chi Shing

DIRECTOR

Mr. Yip Tsz Hin
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Consolidated Statement of Changes in Equity

HE-ZT—=F+=-A=+—HILFE For the year ended 31 December 2013

SRRALATRRZER
Attributable to owners of the Company
BRE  FUAK BAOE  MEEH FER
i % 1] % B
RA  REEE  Share Non- ¥4@fE EXGE ZREE  Capitl  Property REEA Non-
Share  Share  option distributable Hedging Tranlation ~ Legal redemption revaluation Retained it controlling EH
capital premium  reserve  reserve  reserve  reserve  reserve  reserve  reserve  profits  Total interests  Total
Tkt Tér TAr TAr TEr TR TR TR TR T TEr TR TEr
HKS'000 HKS'000 HKS'000  HKS'000  HKS000  HKS'000 HKS'000  HKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
RZF-Z5-A-F  At1lanuary 2012 55,515 595,690 2,154 67,715  (11,103) 431,443 34547 5416 - 1290904 2472281 319,780 2,792,061
RS Profit for the year - B , , , , B , T3 U630 BT 3980
RTEZZHI&%Mm  Exchange differences arising on translation
EEZERES to presentation currency - - - - - 4R - - - - 34T 2891 38363
REMEUMALFE  Net adjustments on cash flow hedges - - - - (4468 - - - - - (4de9) 17 (@)
HERHENZ Revaluation of leasehold properties for
REEZRENER  own use upon transfer to investment
Bfg properties - - - - - - - - B - B3 - B3
RERE(ZE)KE  Total comprehensive (expense) income for
28 the year = (4468) 35472 - - 3831 276302 345627 66495 412122
gt Sub-total 55,515 595,690 2,154 67715 (15571) 466915 34547 5416 38,321 1567006 2817908 386,275 3,204,183
RERIERTEMELT  Shares issued at premium upon exercise of
Birza® share options 3065 (%) - - - - - - - -
I?%ﬂﬁ%“fﬁﬁiz Expenses incurred in connection with
issue of shares - B - - - - - - - - B - B
/Eﬁﬁﬁﬂg&@ﬂﬁi Share options cancelled and transfer to
R retained profits - - (15) - - - - - - 15 - - -
THNELAAZER  Exchange differences released upon
] deregistration of subsidiaries - - - - - 3,015 - - - (3,019 - - -
&% Transfer - - - - - - 546 - - [(54) - - -
EhRe Dividends paid S 3486 - - - . - - - (ngs)  (B7466) - @
EAMEAREER  Dividends paid to non-controlling
RRRE shareholder of a subsidiary - - - - - - - - - - - (16,2000  (16,200)
At 31 December 2012 5,186 633578 1754 67,715 (15571) 469930 39973 5416 38,321 1435894 273319 370075 3,103271
Mﬁw Profit for the year - - - - - - - - - 062 25062 6109 311,720
RREZZFIEEA  bchange differences arising on translation
EE7ERER o presentation currency - - - - - 130 - - - - 1312 13598 125910
REHEYUMALTFE  Net adjustments on cash flow hedges - - - - 151 - - - - - 1151 - 1151
TERANEEE Total comprehensive income for the year - - - - 13 11230 - - - D062 3448 TA69T 449,145
NGt Sub-total 56,186 633,578 1,754 67,715 (4057) 58242 39973 5416 38321 1,686,516 3,107,644 444772 3552416
BRURAZERERE  Recognition of equity-settled
LOEG) share-based payments - - 38 - - - - - - - 38 - 38
REBREETEMRT  Shares issued at premium upon exercise of
hpA] share options 0 132 (15) - - - - - - -1 -1
REARATES Expenses incurred in connection with
issue of shares - 6) - - - - - - - - 3 - 3)
EUABRERBEE  Share options cancelled and transfer to
RE A retained profits - - (o) - - - - - - 91 - - -
W -ENERA Acquisiton of a subsiciary
(H#36) (note 36) = = = = = = = = = = = 9331 9331
HERHEMBAT  Exchange differences released upon
ZERER deregistration and
disposals of subsidiaries - - - - - (34,055 - - - 34,05 - (22) (22)
a5 Transfer - - - - - - 9016 - - (5,016) = - =
ERRE Dividends paid
-NRE - by cash - (1319 = = = = = = - (132,346)  (139,660) - (139,660)
-WRhERE ~ by share alternative 1 874 - - - - - - = (886) = - =
BAMEARIEER  Dividends paid to non-controlling
Hx%z 8 shareholder of a subsidiary - - - - - - - - - - - (1811 (18711)
At 31 December 2013 56,208 628,447 5382 67,715 (4057) 548187 48989 5,416 38321 1578414 2973042 435370 3,408,412

IR EIEA R BEARENNE A
AR RBEMNAREATRERATEEA
ZEE : (VRmMAEFEBRLEAL
EEE -

$§ITT DK 205 TE i R TE AN
REMRIEH BRI R 2R E 2HEA
Z%ﬂD

The non-distributable reserve represents capitalisation of retained
profits of certain subsidiaries established in Mainland China for
capital re-investment in these subsidiaries and funds shall be
used to (i) make up prior year losses or (ii) expand production
operations.

The legal reserve is non-distributable and represents the transfer
of profits of a subsidiary outside Hong Kong pursuant to the legal
requirements in the relevant place of registration.
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—F—= — T4
2013 2012
ks FET FAIT
Notes HK$'000 HK$'000
LEER 7SR Cash flows from operating activities
R A58 Al s A Profit before taxation 391,457 421,344
AT AR - Adjustments for:
B Amortisation of intangible assets 4,588 6,163
FEfT AR S 8 Release of prepaid lease payments 5,040 5,831
VARG AR 22 HE A B Equity-settled share-based payments
PR ST AF 3,877 -
L E N E ] Depreciation of property,
ZITE plant and equipment 115,212 84,633
BB R EE N Increase in fair value of
investment properties - (16,900)
MESBMTIAEARE Fair value change on
2 &k derivative financial instruments 26,359 1,579
WS EE A 2 R (B U Gain from a bargain purchase
& arising on acquisition 36 (6,308) =
FEER Interest expense 51,209 41,257
FLEWA Interest income (16,953) (16,563)
AEHEREZRE Dividend income from
WA available-for-sale investment (31,539) -
e EHEME - BE Net loss on disposals/written-off of
R R R property, plant and
W2 E1RF R equipment and land use rights 20,535 2,323
HEFELEME Gain on disposal of
plihgas property held for sales - (1,749)
HEMB R R EE Loss on disposal of subsidiaries 37 828 -
RIEEARERE Allowance for bad and
doubtful debts 34,062 18,192
Y[l B VERBR A Amounts recovered from
ZFRIE doubtful debts (507) (34)
MELEE, B2 Impairment loss recognised in
wRZBEEE respect of intangible assets/
goodwill 3,014 1,888
TEERRAERSE Effect of foreign exchange rate
R B ERE changes on intra-group balances (30,428) (8,962)
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HE-ZT—=F+=-A=+—HILFE For the year ended 31 December 2013

—ZF—= — T4
2013 2012
M e FHET FH&T
Notes HK$’000 HK$'000
RitEBESFEF 2 Operating cash flows before
4 R B R IH S movements in working capital 570,446 539,002
ZE ()R> (Increase) decrease in inventories (83,377) 15,591
FEURBR A M FEUN =452 Increase in trade and bills receivables (188,334) (501,310)
EfbREWER TR R Fa(I I8 Decrease (increase) in other debtors and
e ($E50) prepayments 3,035 (10,767)
JEBRFX N FEET B FZ N Increase in creditors and accrued charges 222,228 161,561
EEFEEZR® Cash generated from operations 523,998 204,077
RE| () BBFER Hong Kong Profits Tax refund (paid) 3,720 (155)
AR RRE 2 2 Enterprise Income Tax in
FTiS 8% Mainland China paid (98,288) (84,910)
RGEBEEYS 2 %4  Net cash from operating activities 429,430 119,012
KREXEBZHER Cash flows from investing activities
AMEHEREE RIS Dividend received from
available-for-sale investment 31,539 -
B UHE Interest received 16,953 16,563
HEMS i REFE Deposits received from disposing of
WET € leasehold land and buildings 23 13,710 =
HEHBAR Disposal of subsidiaries 37 7,113 =
LEYE  BEK Proceeds from disposal of property,
R4 Ko A R #E plant and equipment and
Bz %R land use rights 6,114 12,678
IEEE R =& A &2 5 Withdrawal of short-term bank
Z I HASRITIE R deposits with original maturity more
than three months 460 581,377
W & B Acquisition of intangible assets = (124)
HERELEME Proceeds from disposal of
FT18 338 property held for sales - 4,623
U B8 — R BT B A ) Acquisition of a subsidiary 36 (4,538) -
TFAZR=E A& E Placement of short-term bank deposits
2 5E BAERATAF AR with original maturity more
than three months (32,584) (155,168)
FEf A S 1N Addition to prepaid lease payments (43,101) (2,902)
BB « RS MR 1 Deposits paid for acquisition of
SR property, plant and equipment (56,731) (73,723)
BEWE  BEL&E Purchase of property,
plant and equipment (171,562) (347,680)

KREXBE(ER)EE Net cash (used in) from
ZFE® investing activities (232,627) 35,644




Bi#$|®E  Financial Statements

ZT—=FEFHH 2013 Annual Report
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—F—= —E——4F
2013 2012
FET FAET
HK$'000 HK$'000
BB XK RN Cash flows from financing activities
EERTERN Borrowings raised 2,090,903 2,504,428
BITRAD SRR Proceeds from issue of shares 1,184 2,757
EETES BT AEFE Net settlement of derivative financial
instruments = (4,306)
BITRGD E R Share issue expenses (3) (3)
SAHHHE A FI3EEARAR S Dividends paid to non-controlling
%8 shareholder of subsidiary (5,898) (12,206)
S ATHLE Interest paid (51,209) (41,257)
SRR R Dividends paid (139,660) (87,466)
BEEBE Repayment of borrowings (1,742,068) (2,289,584)
BE B ES 2 FH S Net cash from financing activities 153,249 72,363
& RIF e FRFEM Net increase in cash and cash equivalents 350,052 227,019
RENK 2 ReRRE Cash and cash equivalents at
£ beginning of the year 947,172 716,152
EREHMELZZE Effect of foreign exchange rate changes 20,658 4,001
RERFZRERES Cash and cash equivalents at end of
=35 the year 1,317,882 947,172
HERELEEAEHOI  Analysis of balances of cash and
cash equivalents
RITESRRR S Bank balances and cash 1,028,883 728,632
R=1EAREIE 2 5 87 Short-term bank deposits with original
RITFR maturity within three months 288,999 218,540

1,317,882 947,172
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—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

General

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.

Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs")

The Group has applied the following new and revised

HKFRSs issued by the Hong Kong Institute of Certified Public

Accountants (“HKICPA") for the first time in the current year:

Amendments to HKFRSs Annual improvements to HKFRSs
2009 - 2011 cycle

Amendments to HKFRS 7 Disclosures — Offsetting financial assets

and financial liabilities

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

Consolidated financial statements,
joint arrangements and disclosure of
interests in other entities: Transition
guidance

HKFRS 10

Consolidated financial statements

HKFRS 11 Joint arrangements
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Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

HKFRS 12 Disclosure of interests in other entities
HKFRS 13 Fair value measurement
HKAS 19 Employee benefits

(as revised in 2011)

HKAS 28 Investments in associates and
(as revised in 2011) joint ventures
Amendments to HKAS 1 Presentation of items of
other comprehensive income
Stripping costs in the production

phase of a surface mine

HK(IFRIC) — INT 20

Except as described below, the application of the new and
revised 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 HKFRS 7 “Disclosures —
Offsetting financial assets and financial
liabilities”

The Group has applied the amendments to HKFRS 7
“Disclosures — Offsetting financial assets and financial
liabilities” for the first time in the current year. The
amendments to HKFRS 7 require entities to disclose information
about:

a) recognised financial instruments that are set off in
accordance with HKAS 32 “Financial instruments:
Presentation”; and

b) recognised financial instruments that are subject to
an enforceable master netting agreement or similar
agreement, irrespective of whether the financial
instruments are set off in accordance with HKAS 32.
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Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

Amendments to HKFRS 7 “Disclosures —
Offsetting financial assets and financial
liabilities” (continued)

The amendments to HKFRS 7 have been applied
retrospectively. The application of the amendments has had
no material impact on the amounts reported in the Group’s
consolidated financial statements but has resulted in more
disclosures relating to the Group’s outstanding derivative
financial instruments presented as financial liabilities in the
consolidated statement of financial position which under
master netting agreements. Detailed disclosures are set out
in note 30.

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

In the current year, the Group has applied for the first
time the package of five standards on consolidation,
joint arrangements, associates and disclosures comprising
HKFRS 10 “Consolidated financial statements”, HKFRS 11
“Joint arrangements”, HKFRS 12 “Disclosure of interests
in other entities”, HKAS 27 (as revised in 2011) “Separate
financial statements” and HKAS 28 (as revised in 2011)
“Investments in associates and joint ventures”, together with
the amendments to HKFRS 10, HKFRS 11 and HKFRS 12

regarding transitional guidance.

HKAS 27 (as revised in 2011) is not applicable to the Group
as it deals only with separate financial statements.

The impact of the application of these standards is set out
below.
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Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

Impact of the application of HKFRS 12

HKFRS 12 is a new disclosure standard and is applicable to
entities that have interests in subsidiaries, joint arrangements,
associates and/or unconsolidated structured entities. In
general, the application of HKFRS 12 has resulted in more
extensive disclosures in the consolidated financial statements
(please see note 38 for details).

HKFRS 13 "“Fair value measurement”

The Group has applied HKFRS 13 for the first time in
the current year. HKFRS 13 establishes a single source of
guidance for, and disclosures about, fair value measurements.
The scope of HKFRS 13 is broad: the fair value measurement
requirements of HKFRS 13 apply 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 for share-
based payment transactions that are within the scope of
HKFRS 2 “Share-based payment”, leasing transactions
that are within the scope of HKAS 17 “Leases”, and
measurements that have some similarities to fair value but
are not fair value (e.g. net realisable value for the purposes
of measuring inventories or value in use for impairment
assessment purposes).

HKFRS 13 defines the fair value of an asset as the price
that would be received to sell an asset (or paid to transfer
a liability, in the case of determining the fair value of a
liability) in an orderly transaction in the principal (or most
advantageous) market at the measurement date under
current market conditions. Fair value under HKFRS 13 is
an exit price regardless of whether that price is directly
observable or estimated using another valuation technique.
Also, HKFRS 13 includes extensive disclosure requirements.

101



102

EES

HERIETEEAFRAA Yip' s Chemical Holdings Limited

el R IERT BB
HEERMWER @

BB REERNE1355
[ AAREFE @)

B B RE15 5% 30T 4% B8 2 & f0 X BR
S FERE BB E LR 135
Y AREEEHBEREARBOEHE
ERERTE -

BRGTERE1R 218
A Eb2E W IR 2
£5]

AEBECDERABBSTENF IR Z
BRI EbeEmkaBml 225 -
REREB LG ERFIHR ZEFT
% [2EKERIDERR/IMBREK
Hib2EUMER ] - BN - BB G
ERF 1R 2B BRAEREMEEIK
BEMEHEMREAELME2E
WeRTE B BEA MR ERR : (@HE R
TeEHH T RERR2EAE  Rb)
ENARERMEE  RRAEEE
MOBRERHEZAE - Hig2HEK
@A B Z B HRARBRRERD
e o ZFIERT A B B AR B Al 2
HBEBIEE 2T A2 E b2 EK
BmIBRZEE - BITEEWER -
Bt HftzmbmER 2258
TEITARREBE(C - B Lz
2HEIN - EREESFHERIZE
R TeiiEs  HibamEk
BREARGEEELEAZE -

2.

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

HKFRS 13 "“Fair value measurement”
(Continued)

Other than the additional disclosures as disclosed in notes
15 and 30, the application of HKFRS 13 has not had
any material impact on the amounts recognised in the
consolidated financial statements.

Amendments to HKAS 1 “Presentation
of items of other comprehensive
income”

The Group has applied the amendments to HKAS 1
“Presentation of items of other comprehensive income”.
Upon the adoption of the amendments to HKAS 1, the
Group’s ‘statement of comprehensive income’ is renamed
as the ‘statement of profit or loss and other comprehensive
income’. Furthermore, the amendments to HKAS 1 require
additional disclosures to be made in the other comprehensive
income section such that items of other comprehensive
income are grouped into two categories: (a) items that will
not be reclassified subsequently to profit or loss; 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 have
been applied retrospectively, and hence the presentation of
items of other comprehensive income has been modified
to reflect the changes. Other than the above mentioned
presentation changes, the application of the amendments to
HKAS 1 does not result in any impact on profit or loss, other
comprehensive income and total comprehensive income.
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Application of New and Revised

Hong Kong

Financial Reporting

Standards (“HKFRSs") (continued)

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.

Amendments to HKFRSs

Amendments to HKFRSs

HKFRS 9

HKFRS 14

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 10,

HKFRS 12 and HKAS 27

Amendments to HKAS 19
Amendments to HKAS 32
Amendments to HKAS 36
Amendments to HKAS 39

HK(IFRIC) — INT 21

Annual improvements to HKFRSs
2010 - 2012 cycle*

Annual improvements to HKFRSs
2011 - 2013 cycle?

Financial instruments: Hedge accounting?
Regulatory deferred accounts®

Mandatory effective date of
HKFRS 9 and translation disclosures?

Investment entities’

Defined benefit plans: Employee
contributions?

Offsetting financial assets and financial
liabilities’

Recoverable amount disclosures for non-
financial assets'

Novation of derivatives and
continuation of hedge accounting’

Levies'

L Effective for annual periods beginning on or after 1 January
2014, with earlier application permitted.

2 Effective for annual periods beginning on or after 1 July 2014,
with earlier application permitted.

S Available for application — the mandatory effective date will
be determined when the outstanding phases of HKFRS 9 are
finalised.

o Effective for annual periods beginning on or after 1 July 2014,
with limited exceptions.

3 Effective for first annual HKFRS financial statements beginning

on or after 1 January 2016.
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2. Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

HKFRS 9 “Financial instruments”

HKFRS 9 issued in 2009 introduces new requirements for
the classification and measurement of financial assets.
HKFRS 9 amended in 2011 includes the requirements for
the classification and measurement of financial liabilities for
derecognition, and further amended in 2013 to include the
new requirements for hedge accounting.

Key requirements of HKFRS 9 are described as follows:

e 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.

e  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.
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Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

HKFRS 9 “Financial instruments” (continued)

The new general hedge accounting requirements retain the
three types of hedge accounting. However, greater flexibility
has been introduced to the types of transactions eligible
for hedge accounting, specifically broadening the types of
instruments that qualify for hedging instruments and the
types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness
test has been overhauled and replaced with the principle
of an ‘economic relationship’. Retrospective assessment of
hedge effectiveness is also no longer required. Enhanced
disclosure requirements about an entity’s risk management
activities have also been introduced.

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 2013. 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.

Amendments to HKAS 32 “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’.

The directors of the Company do not anticipate that the
application of these amendments to HKAS 32 will have a
significant impact on the Group's consolidated financial
statements as the Group does not have any financial assets
and financial liabilities that qualify for offset.
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Application of New and Revised
Hong Kong Financial Reporting
Standards (“HKFRSs") (continued)

Amendments to HKAS 36 “Recoverable
amount disclosures for non-financial
assets”

The amendments to HKAS 36 remove the requirement to
disclose the recoverable amount of a cash generating unit
(CGU) to which goodwill or other intangible assets with
indefinite useful lives had been allocated when there has
been no impairment or reversal of impairment of the related
CGU. Furthermore, the amendments introduce additional
disclosure requirements regarding the fair value hierarchy,
key assumptions and valuation techniques used when the
recoverable amount of an asset or CGU was determined
based on its fair value less costs of disposal.

The directors of the Company do not anticipate that the
application of these amendments to HKAS 36 will have a
significant impact on the Group's consolidated financial
statements.

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.

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.
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Significant Accounting Policies (continued)

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on such
a basis, except for share-based payment transactions that are
within the scope of HKFRS 2, leasing transactions that are
within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as
net realisable value in HKAS 2 or value in use in HKAS 36.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e  Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.
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Significant Accounting Policies (continued)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company and its subsidiaries. Control is achieved
when the Company:

e has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

e has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries 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.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.
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Significant Accounting Policies (continued)

Changes in the Group’s ownership
interests in existing subsidiaries

Changes in the 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, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised in
other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified to
profit or loss or transferred to another category of equity as
specified/permitted 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, when
applicable, the cost on initial recognition of an investment in
an associate or a joint venture.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in
profit or loss as incurred.
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Significant Accounting Policies (continued)

Business combinations (continued)

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value,
except that deferred tax assets or liabilities are recognised
and measured in accordance with HKAS 12 “Income taxes”.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over
the net of the acquisition-date amounts of the identifiable
assets acquired and the liabilities assumed. If, after re-
assessment, the net of the acquisition-date amounts of the
identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquire (if
any), the excess is recognised immediately in profit or loss
as a bargain purchase gain. Non-controlling interests that
are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of
liquidation may be initially measured either at fair value or
at the non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net assets.
The choice of measurement basis is made on a transaction-
by-transaction basis. Other types of non- controlling interests
are measured at their fair value or, when applicable, on the
basis specified in another HKFRS.

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.
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Significant Accounting Policies (continued)

Goodwill (Continued)

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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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.

If an 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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3. FESTEHEw) 3. Significant Accounting Policies (continued)
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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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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 of disposal.

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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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.

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.
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Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (Continued)
Effective interest method (Continued)

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.

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.
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Significant Accounting Policies (continued)

Financial instruments (continued)

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

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

e significant financial difficulty of the issuer or
counterparty;

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

e 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.

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.
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Significant Accounting Policies (continued)

Financial instruments (continued)

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

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.

For financial 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.

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.
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3. Significant Accounting Policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(Continued)

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:

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

e  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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Significant Accounting Policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(Continued)

Other financial liabilities

Other financial liabilities (including creditors and 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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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 profit or loss and other
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.
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Significant Accounting Policies (continued)

Financial instruments (continued)

Derecognition (Continued)

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.

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.
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Significant Accounting Policies (continued)

Leasing (continued)

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.

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).
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Significant Accounting Policies (continued)

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.

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).
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3. FESTEHEw) 3. Significant Accounting Policies (continued)
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Foreign currencies (continued)

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.

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.
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Significant Accounting Policies (continued)

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.

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 profit or loss and
other 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.
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Significant Accounting Policies (continued)

Taxation (Continued)

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.

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).
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Significant Accounting Policies (continued)

Taxation (Continued)

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.

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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4. Key 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 goodwiill

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 2013, the carrying amount of goodwill
was HK$69,574,000 (2012: HK$69,574,000). 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 2013, the
carrying amount of trade receivables is HK$2,054,679,000 (net
of allowance for doubtful debts of HK$65,340,000) (2012:
carrying amount of HK$1,912,901,000, net of allowance for
doubtful debts of HK$36,949,000).

129



130

EES

4,

HERIETEEAFRAA Yip' s Chemical Holdings Limited

At THBEEZE2EE
RiR#)

IREFTERMGEERE
T EE

=
SEEE
BE LA

R BERBME - AKE
RABBRAAEE &
EREEEERAAEFEN

By K ¥ A BUER

ERFFEEXRBENAAER K
SERAUEERUBETSHE -
I EE - ROBABBNEBER
T AEBZERE=S/ERME
BETHE - AEEEEEESE
RN EEME T S ER L ENE
ROHERMREAZRE  XAA
AAEFEERREEERERAR
BEERRBEAABRDNEREA -

R ETENERTANRAE
B ARBERABBLIFRIEAE
EMBBEBEZEHABEBENEER
- FHRETRBEEERBEAR
EfAGEARN  BABBERER
RROFAE R S E155%30 ©

EXRBERIEESR
S
BEBRERTNARSHESY

Z B 2 FIR - W HERIT
MHERBERA

E3) Fak

wEEAE  AEEAABEED
RATESEB - BUAE - 28
WEHRE - AREDRREE
BRBHEBHEER -

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

4. Key Sources of Estimation Uncertainty

(Continued)

Fair value measurements and valuation
processes

Some of the Group’s assets and liabilities are measured at
fair value for financial reporting purposes. The management
of the Group is responsible to determine the appropriate
valuation techniques and inputs for fair value measurements.

In estimating the fair value of an asset or a liability, the
Group uses market-observable data to the extent it is
available. Where Level 1 inputs are not available, the
Group engages third party qualified valuers to perform the
valuation. The management of the Group works closely with
the qualified external valuers to establish the appropriate
valuation techniques and inputs to the model, and will
report the valuation findings to the board of directors of
the Company to explain the cause of fluctuations in the fair
value of the assets and liabilities.

The Group uses valuation techniques that include inputs
that are not based on observable market data to estimate
the fair value of certain types of financial instruments.
Notes 15 and 30 provide detailed information about the
valuation techniques, inputs and key assumptions used in
the determination of the fair value of various assets and
liabilities.

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.
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5. Turnover and Segment Information
(Continued)

Segment information (continued)

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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5. Turnover and Segment Information

(Continued)

Segment information (continued)

(a) Segment revenue and results

An analysis of the Group’s turnover and results by
reportable and operating segments for the year under

T review is as follows:
EYVET B
Reportable
BH 23 EEE  segment Aty RAES &a
Solvents Coatings  Lubricants total Others  Elimination  Consolidated
Tn T Thn T TEn T TEn
HKS'000 HKS000 HKS'000 HK$'000 HKS'000 HK$'000 HKS000
HE-E-=F Year ended
TZA=T-BLEEE 31 December 2013
NEERE Segment revenue
HiMHE External sales 5903404 3395381 462,731 9,801,516 74517 - 987608
el Inter-segment sales 221,009 - 1,100 22,109 - (222,109) -
% Total 6,164,413 3,395,381 463831 10,023,625 14517 (222,109) 9,876,033
£ | Resuls
MizE Seqment resuls 265,186 122,106 9,9% 397,888 15,070 6,780 419,738
fASHTARAEZ  Fairvalue change on derivative
21t (3E7) financial instruments (note 7) (26,359)
RARMA Unallocated income 84,426
RILER Unallocated expenses (35,139)
flEER Interest expense (51,209)
bl Profit before taxation 391,457
BE-E-CE Year ended
TZB=T-HLEEE 31 December 2012
HEERE Seqment revenue
e External sales 5,155,427 3,209,418 433,150 8,797,995 96,414 - 8,894,409
NERHE Inter-segment sales 160,557 - - 160,557 - (160,557) -
4 Total 535080 3209418 410 8958552 %A (160557 8894409
E4 Results
rES Seqment results 311,565 144679 (6,107) 450,137 11,672 (5,552) 456,257
ﬁ’_{ﬁﬂlﬁﬁﬂﬁ Fair value change on derivative
2t financial instruments (1,579
RENZLLEEN Increase in fair value of
investment properties 16,900
FARMA Unallocated income 20,069
FARER Unallocated expenses (29,046)
fle&q Interest expense #1,257)
BRAER Profit before taxation 421,344

7 $R ] 35 1R B 51 i B AR AL

R R E

Inter-segment sales are charged at the similar terms as
external sales.
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Turnover and Segment Information
(Continued)

Segment information (continued)

(b) Other information

Amounts included in the measurement of segment

BIETIIEHE : profit or loss or segment assets:
EYvEC
Reportable L¥ER
BH By EEE  segment Hft  Corporate &4
Solvents Coatings  Lubricants total Others level  Consolidated
TEn T TEn T TiEn TEn TEn
HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000
BE-E-zk Year ended
+ZA=T-RAILEE 31 December 2013
SEREEERE (i) Additions to non-current assets (note) 137,030 133,540 16,712 287,280 67 37,859 325,208
0% BERKEZTE  Depreciation of property, plant and
equipment 41,418 63332 3,141 108,497 664 6,051 115212
BRTHEEH Release of prepaid lease payments 1,690 334 - 5,032 - 8 5,040
BYAE B Amortisation of intangible assets 1726 2837 - 4563 - 25 4588
HE/GME BER  Loss (gain) on disposalfuritten-off of
Sl BR%H) property, plant and equipment 6,491 6,666 9,350 2,507 - (1972) 20,535
HEVEERTL Impairment loss recognised in respect
HEEE of intangible assets 957 2,057 - 3,014 - - 3,014
BECE-Cf Year ended
TZA=T-BLEEE 31 December 2012
IEREEERE (M)  Additions to non-current assets (note) 120,788 282,492 3370 406,650 - 17,779 424,429
0% BER&KEZTE  Depreciation of property, plant and
equipment 28,755 47,262 2375 78,39 624 5617 84,633
Biitficss Release of prepaid lease payments 1213 4561 26 5,800 - 3 5,831
BYAEES Amortisation of intangible assets 2761 3,068 12 6,151 - 12 6,163
HE/GHME BER  Loss (gain) on disposalfuritten-off of
RERSHLENE property, plant and equipment and
ZEE(ER) property held for sale 1435 (1,719) 862 578 - ) 574
HEHERAZHESE  Impaiment loss recognised in respect of
goodwill - - 1888 1,888 - - 1888

st SERBEETEEERTA -

Note: Non-current assets excluded financial instruments.
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5. Turnover and Segment Information

(Continued)

Segment information (continued)

(c) An analysis of the Group’s segment assets and segment
liabilities by reportable and operating segments is as

follows:
A 2R B ey
Solvents Coatings  Lubricants Consolidated
FTER TET FET TET
HK$'000 HK$'000 HK$'000 HK$'000
R-B—=F At 31 December 2013
+=A=+—H
BE Assets
2NN EEE Reportable segment assets 3,162,057 3,100,975 259,750 6,522,782
Hitb Others 65,216
Hit R EE Other unallocated assets 1,540,502
REBEE Consolidated total assets 8,128,500
afa Liabilities
2y oEasE Reportable segment liabilities 937,872 830,537 61,235 1,829,644
Hih Others 8,524
JEN TR Taxation payable 57,600
BIEFTEAE Deferred tax liabilities 12,114
HEiARDEEBE Other unallocated liabilities 2,812,206
BHRAEE Consolidated total liabilities 4,720,088
RN-—EB——F At 31 December 2012
+TZA=+-—
ﬁé Assets
2N BEEE Reportable segment assets 2,698,355 2,988,766 243,457 5,930,578
Eﬁﬂ Others 106,732
HEMRDEEEE Other unallocated assets 1,105,744
ERBREE Consolidated total assets 7,143,054
BE Liabilities
23| HEAE Reportable segment liabilities 761,865 713,644 67,466 1,542,975
HAh Others 5,792
JENFL R Taxation payable 71,990
ELEIERE Deferred tax liabilities 11,273
Hi KB ARG Other unallocated liabilities 2,407,753
HABEEE Consolidated total liabilities 4,039,783
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Turnover and Segment Information
(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, available-for-
sale investment, other non-current asset and the
unallocated assets; and

o 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,
borrowings and the unallocated liabilities.

Geographical information

The Group’s revenue from external customers for the year
ended 31 December 2013 was substantially generated from
customers located in the Mainland China (place of domicile
of the group entities that derives turnover) amounting to
HK$9,565,910,000 (2012: HK$8,562,699,000). 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$2,001,316,000 (2012: HK$1,790,325,000).

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. EEMEREEMN=

BEffEMTFINR(ZZE—=F : 13

6. Directors’
Employees’ Emoluments

Remuneration and

The emoluments paid or payable to each of the 11 (2012:

RIESZMeOT ¢ 13) directors were as follows:
FER EREA
§ER ¥t B4R li it REY BER ERE  AuYeung 3ER 122 BERE
Ip Yip Wong  Wai Man, Ho Ng Tong Wong ~ Tsan Pong, Li Ku i Management
Chishing ~ TszHin ~ Kam Yim Peter*  SaiHou  SiuPing  WuiTung  Kong Chi Davie  ChakMan  Yuen Fun Total  executives
TEn Tr TR TEn Tr TR TEn T#n TR TER T#n TR TER
HKS'000  HKS'000  HKS'000  HKSO00  HKS'000  HKS000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
BEZR-ZE120  Yearended
=t-RLER 31 December 2013
FEL Fees - 400 400 399 400 200 0 500 200 00 300 3319 -
Hfie Other emoluments
EARHES Salaries and
other benefits 1447 2,906 1789 1714 159 - - - - - - 9,448 11,458
FeslitRE Discretionary bonus
AR - 918 510 510 459 - - - - - - 2397 4,151
Share-ased payments - - 1 13 3 - - - - - - 369 -
Retirement benefit
scheme contributions - 1% 165 159 Ji] - - - - - - 593 524
g Total emoluments 1447 4420 2987 2,905 2641 200 0 500 200 200 300 16,126 16,133
ER il ¢ =
e EE EHE U it REF  TER  BREY  BER  ERE Avag  2ER EES ERE
[} Yip Wong ~ Wai Man, Ho Ng Ting  Young Tong Wong  Tsan Pong, i Ku A3 Management
ChiShing® ~ TszHin ~ Kam Yim Peter ~ Saitou  SuPing HonYam' ManKim*  WuiTung  Kong Chi Davie  Chak Man  Yuen fun Total  executives
Thr TEr Thn Thr TR TEn TEr  TEr TEr Th TEr TR TR TEr Thn
HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKF000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HK§'000
BEZZ-F1R Yearended
“t-ALEE 31 December 2012
= Fees © 400 400 400 400 200 ® - 30 500 200 200 300 330 -
EbMe Other emoluments
EERAMEH Salares and
offer benefit 1415 2626 1,720 1,648 147 - - - - - - - - 885 9291
FItRER Discreionary bonus
AR = 91 5 547 504 = = = = - - - - 2613 1,240
RirEHE Retrement benefit
{3t scheme
contrbutions = m 159 152 67 = o o ® o © o ® 550 an
Hotes Total emoluments 1415 4189 2850 2741 2418 00 = ° 30 500 200 200 300 15,339 11,008
N Notes:
MeE :

5 _ _ a) The directors’ salaries and other benefits above included
i el . ? operating leases rentals of HK$1,560,000 (2012: HK$1,560,000)
T= Bl 2 s KA R f:r the gear ended 31 December, 201,3 . S

BIEE S EMS1,560,000% 7T y '
(ZZ—=% : 1,560,000/7T) °
(b)  The discretionary bonus is determined with reference to the

(b) FERBIMEREF DEZIEANSE
REXE - MARBERAY
IRT5 Z ST BURTIRE °

FEZ

operating results, individual performance and comparable
market statistics during the year.
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6. Directors’ Remuneration and
Employees’ Emoluments (continued)

Notes: (Continued)

(c)  Mr. Yip Tsz Hin is also the Chief Executive of the Group, who is
the Chairman of Group Executive Committee of the Company,
and his emoluments disclosed above include those for services
rendered by him as the Chief Executive.

* Retired as an executive director of the Company on 31
December 2013.

# Retired as director since 1 January 2012 and acts as a
consultant of the Company till 31 December 2013.

## Resigned on 1 January 2012.

@  Re-designated as a non-executive director on 1 January 2012.

Of the five individuals with the highest emoluments in the
Group, three (2012: four) were directors of the Company
whose emoluments are disclosed above. The emoluments of
the remaining two (2012: one) individuals were as follows:

—E-=F —T——F

2013 2012

FHET F&TT

HK$’000 HK$'000

e MEAMETR Salaries and other benefits 6,492 1,549
RRBFIGT B R Retirement benefit scheme contribution 23 116
6,515 1,665

FEA £ W E3R & B - ANEBISAI &
BHZEE(BRESR)  WREHK
BRIARSI EMARKE EMARSE
B8 B SkBER R AR o ksl R
BEEEMERE BEAREER
i< o

During both reporting periods, no emoluments were paid
by the Group to the five highest paid individuals, including
directors, as an inducement to join or upon joining the Group
or as compensation for loss of office. In addition, no director
waived any emoluments during both reporting periods.
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6. EEMieR{EEf€» 6. Directors’ Remuneration and

Employees’ Emoluments (continued)

R EEE 2 HeEsEWT - The emoluments of the management executives were within

the following bands:

—E-—=F —EF——F

2013 2012

EEAH BE A

No. of No. of

employees employees

ZHITE 1,000,000/ 7T HK$0 to HK$1,000,000 - 1
1,000,0018 7% 1,500,000 HK$1,000,001 to HK$1,500,000 3 4
1,500,001, 702,000,000/ 7c  HK$1,500,001 to HK$2,000,000 1 3
2,000,001 7C£2,500,0007%7c HK$2,000,001 to HK$2,500,000 2 -
2,500,001 723,500,000 HK$2,500,001 to HK$3,500,000 2 -
8 8

Hft = RE1E

7. Other Gains and Losses

G B EAth Ui as (JB518) B35 The Group’s other gains (losses) comprise of:
—BE-—=F —E—_4F
2013 2012
THET FAT
HK$'000 HK$'000
SNEBITEREE ZER Exchange gains arising from a foreign currency
Wezs (HE =) bank loan (Note (i)) 26,496 _
BEERERN2ITE Fair value loss on derivative financial instruments
SMIAEZRAAE of a cross currency swap contract (Note (i) and
JE548 (P G) B Bf 2 5) note 5) (26,359) =
/Nt Sub-total 137 -
HINE R R R 5 Net exchange gain arising from other foreign
A 2 N e currency balances and transactions 37,468 21,790
RIEIRAE (R 8 (BT EG) Allowance for bad and doubtful debts,
net (Note (ii)) (33,555) (18,158)
MENEBERRZBERE  Impairment loss recognised in respect of
intangible assets (3,014) -
HE FEHYE  BEREE Net loss on disposal/written off of property, plant
R {FE R 3 EE and equipment and land use rights (20,535) (2,323)
HEWB QA2 B8 (Ff3E37) Loss on disposal of subsidiaries (note 37) (828) =
HEREL E MW= Gain on disposal of property held for sale - 1,749
REME 2 A B Increase in fair value of investment properties - 16,900
INERIAE K ZPTE Fair value loss on derivative financial instruments
CMIAEZARERBE of foreign exchange forward contracts - (1,579)
HEBERLREEE Impairment loss recognised in respect of goodwill = (1,888)

(20,327) 16,491
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7. Other Gains and Losses

Notes:

()

In April 2013, the Group raised a new bank loan in
Australian dollar (“AUD") of AUD24,800,000 (equivalent to
HK$198,648,000). In order to minimise the exposure to foreign
currency risk, the Group entered into a cross currency swap
contract to hedge economically against the foreign currency
bank loan. Details of the fair value of the cross currency swap
contract and the foreign currency bank loan are set out in
notes 25 and 26 respectively.

(ii) A R EF R RT(h FE IR 2 [B1 4 (i)  The directors of the Company assess the recoverability of
l:tT W2 BB KRR 2 BEER the trade receivables on a regular basis and determine the
4B K B R 15 T st IR R AR 2% allowance for bad and doubtful debts after taking into
1# o accounts of the repayment history and settlement situation of

the relevant debts.

MNEER 8.

Interest Expense

—E-—=F —E——F
2013 2012
FET AT
HK$'000 HK$’000
ARAFRNEBEHER Interest on bank borrowings wholly
ZERITEENT A repayable within five years 42,521 33,147
MZREHE F A% BfE7  Net loss arising on interest rate swaps
ZHEeREHAHAMESE designated as cash flow hedges of
ZFEE floating rate debts 8,688 8,110
51,209 41,257
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9. Profit Before Taxation

Profit before taxation has been arrived at after charging:

—=2—= —T——4F
2013 2012
FET FAIT
HK$'000 HK$’000
A E#E Amortisation of intangible assets 4,588 6,163
1% S5 AN B <& Auditor’s remuneration
— AR FE — current year 4,530 4,390
— A FELREE — underprovision in prior year 359 463
ME . BB REMBIITE  Depreciation of property, plant and
equipment 115,212 84,633
HEMEZLEHE Operating lease payments in respect of
S FRIE rented premises 20,819 23,416
FEfT b A 5 A Release of prepaid lease payments 5,040 5,831
BINA  BREES Staff costs, including directors’
< (FizE6) remuneration (note 6) 709,162 642,096
WEEETA - and after crediting:
FLEHAF Interest income* 16,953 16,563
TRERE 2 BT Government compensation for a factory
Ea* (M) relocation* (Note) 18,288 -
ERER BN /MBS * Government grants recognised* 26,765 5,516
HeWA*CRrEEX E Rental income* (excluding direct
490,000/ 7T outgoings of HK$490,000 (2012:
(ZEB—=%F: HK$555,700))
555,700/ 7T) ) 2,823 869
W — B ATEA 2  Gain from a bargain purchase arising on
SEUEE S (MizE36)*  acquisition of a subsidiary (note 36)* 6,308 -
Al ERE WAL EUW A *  Dividend income from available-for-sale
investment* 31,539 =

* T AEMKA

M ZeRERETERE—HIH
(ER=ZT— %)) MKETE
B BT BB PTES RO R E

* All included in other income

Note: The amount represents compensation from the relevant PRC
government authority as a result of a factory relocation in PRC
o which was completed in 2012.
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10.Taxation
—E—= —EF—F
2013 2012
FET FAIT
HK$'000 HK$'000
NS —FE Current tax — Hong Kong
RE Current year 3 17
FELIREE Underprovision in previous years 595 502
598 519
P53t — B K e Current tax — Mainland China
AN Current year 102,777 92,191
B o (= F S Reversal of provisions in previous years (24,480) (13,680)
78,297 78,511
78,895 79,030
EIERIE (H17E27) Deferred taxation (note 27)
B Hong Kong 46 (291)
LB N7 Mainland China 795 2,716
841 2,425
79,736 81,455

BB NGB IR M E (A 5T R BR A
16.5%% & °

RIEFEAREMBEDCERSH A
(TEMBRE D REEMESTA
BEEEG) - B B KRB AR 2R
EEZTTN\F—A—H#EAE25% °

i Gl =N X NN [ SN
ZEATRBBHRBBER - BRI
REIRERRERZRAEG - ARAF
HTHREARENEBRRGERER
BERAZFEREMERERRHR
BABEMCEMGR  MERZESP
BIKPEERB AR AEERERES
T —F+-_A=+—HILEE
Z=FARPEAESEMERE
50%E 3 o IRH B Kk Z AR A]
= THBARSGERIELSSH R
¥ BZSHBRARREE-Z
—RAFI=FAZEAERES
15% o R ARES BT B RET
AZEHEEBRBIELRE -

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years.

Under the Law of the People’s Republic of China on
Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate of the subsidiaries in
Mainland China is 25% from 1 January 2008 onwards.

The Company’s subsidiaries operating in Mainland China are
eligible for certain tax holidays and concessions. Pursuant to
the relevant laws and regulations in Mainland China, certain
subsidiaries of the Company in Mainland China are entitled
to exemption from EIT 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 EIT of Mainland
China for the following three years up to the year ended
31 December 2012. Certain subsidiaries of the Company
operating in Mainland China are eligible as High and New
Technology Enterprise and the applicable income tax rate of
these subsidiaries is 15% for three years up to 2015. EIT of
Mainland China has been provided for after taking these tax
incentives into account.
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10.&1,5({%) 10.Taxation (Continued)
H e AR 2 BIB T IRE ek Taxation arising in other jurisdictions is calculated at the rates
Rz BRAKERGTE - prevailing in the relevant jurisdictions.
B2 HRFTAOT - A statement of reconciliation of taxation is as follows:
—EB-Z=F T F
2013 2012
FET FAT
HK$'000 HK$'000
R 35 B A Profit before taxation 391,457 421,344
RS RFE R 25%t&E 2  Tax charge at the domestic income
BMESH(ZE——4F :25%) tax rate of 25% (2012: 25%) 97,864 105,336
AFERRERE Overprovision in previous years (23,885) (13,178)
TR FE S EFH B 22 Tax effect of expenses not deductible
for tax purposes 43,442 23,804
MEAT WA BRIE 22 Tax effect of income not taxable for
tax purposes (21,348) (6,504)
AP AR IBE IS RITS  Tax effect of tax losses not recognised
ZRE 20,952 25,807
7 F 2 B R FERR MO T TE 5 18 Tax effect of utilisation of tax losses
YRS > 22 previously not recognised (6.812) (8,950)
f_\iﬁé‘ﬁﬁﬁT/HEI:ZW%@ET Effect of different tax rates of
TRABKRZZ & subsidiaries in other jurisdictions (4) (5)
M B A B 2 BER R Effect of income tax on concessionary
FriSfiz g2 2 rates for certain subsidiaries (36,807) (50,856)
HARDEOSATBIR 2 T2 Effect of withholding tax on
undistributed profits 4,260 4,659
HAh Others 2,074 1,342
RNEERIIE Taxation for the year 79,736 81,455
A3 PR A5 A 5 2R T (5 AR AN & B K B The domestic income tax rate is a tax rate in the jurisdiction

DEBREREER 2 X - where the operation of the Group is substantially based.



Bi#$|®E  Financial Statements

e BREME

Notes to the Consolidated Financial Statements

—T—=FFEFIR 2013 Annual Report

HE-_T—=F+=-A=+—HIFE For the year ended 31 December 2013

1.8 11.Dividends
==-= —T——fF
2013 2012
FET FH&TT
HK$’000 HK$'000
RERNER R IKE Dividends recognised as distribution
ZHRE during the year:
—E——FRERE Interim dividend for 2013 of HK10.0
FRR10.0B (=B ——4F : cents (2012: HK10.0 cents) per share
SFR%10.078541) 56,228 56,187
—TE——FHERRKRE : Final dividend for 2012 of HK15.0 cents
FR15.08(ZF——%F : (2012: final dividend for 2011 of
—E——FHREKE HK12.0 cents) per share
TR%12.074L) 84,318 66,699
140,546 122,886

—E—=FFKI10.0/8 1l 2 P HE
BR=ZZ——FF15.08 (K5
AR 18 ) 2 BIRAR B DIRA0T ¢

Interim dividend for 2013 of HK$10.0 cents per share and
final dividend for 2012 of HK15.0 cents per share (with share
alternative) were distributed as follows:

T
HK$'000

RS Dividends:
e Cash 139,660
A% i 4 RE Share alternative 886
140,546

ETERRBEAEEE =T —=
F+-_A=Z+—RALEEHRR
BERIS0EIL et IR
84,342,000/ 7T + I 35 IR 3R 72 B 1%
BOZRRRAFAE LIRE@B -

The final dividend equivalent to HK15.0 cents per share
totalling not less than HK$84,342,000, in respect of the
year ended 31 December 2013 has been proposed by the
directors and is subject to approval by the shareholders in the
forthcoming annual general meeting.
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12.8REZR

RRABBRREEERERREFEZ
BN TRETIEMFTE

12.Earnings Per Share

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

—E—= —E——%F
2013 2012
FET FAT
HK$'000 HK$°000
RERN B RE Profit for the year attributable to owners
AR METEZIREAR of the Company and earnings for
K% BF 2 BA) the purposes of calculating basic and
diluted earnings per share 250,622 276,302
RGOEE
Number of shares
TR AR
‘000 ‘000
STEERERER Z N Weighted average number of shares
T RRE for the purpose of calculating basic
earnings per share 562,094 558,846
AeeEmRMEELE L Effect of dilutive potential ordinary
BEre . shares:
s R A Share options 2,668 1,559
STEEREEEATN Weighted average number of shares
NI AR EL for the purpose of calculating diluted
earnings per share 564,762 560,405
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13.Property, Plant and Equipment

B £B
HEL RBRAERE
R#F  Furniture, BEK
EEI®E  Leasehold fixtures AE e
Construction land and  and office Motor Plant and &t
in progress buildings  equipment vehicles  machinery Total

T TR TR TR T TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BAE AT COST
W-Z——%—H—-H At 1 January 2012 162,186 560,471 124,871 69,424 755,078 1,672,030
INEEE =5 Currency realignment 1,781 4,226 367 530 8,329 15,233
BN EYE Transfer to investment

(BFzE) properties (Note) - (19,875) - - - (19,875)
ENNE Reclassifications (136,345) 110,982 5,483 - 19,880 -
NE Additions 221,191 2,496 28,207 4,371 138,432 394,697
HE /EE Disposals/written off (964) (6,974) (10,686) (7,761) (29,519) (55,904)
RZE—=F

+-A=+—H At 31 December 2012 247,849 651,326 148,242 66,564 892,200 2,006,181
INEEEZE Currency realignment 7,335 18,399 3,782 1,303 26,327 57,146
HELEEEER Reclassifications to asset held

S (FEE23) for sale (note 23) - (19,635) - - - (19,635)
BN Reclassifications (257,683) 194,081 5,360 - 58,242 -
NE Additions 36,859 1,123 22,627 1,944 182,732 245,285
WegE —FH B AR Acquisitions of a subsidiary

(FizE36) (note 36) - 18,297 473 118 19,538 38,426
HEMRBAR Disposals of subsidiaries

(Ki5£37) (note 37) - - 3) (7,076) - (7,079)
HeE /T Disposals/written off - (16,148) (13,127) (8,969) (56,033) (94,277)
RZT—=%F

+=-A=1+—-H At 31 December 2013 34,360 847,443 167,354 53,884 1,123,006 2,226,047
HERAEES DEPRECIATION AND

IMPAIRMENT

W—F——F—HA—H At 1 January 2012 - 140,290 74,686 36,943 266,754 518,673
INELEERE Currency realignment - 404 83 328 3,276 4,091
ERNHE Depreciation for the year - 17,690 14,606 7,064 45,273 84,633
I G Eliminated on transfer - (8,796) - - - (8,796)
HE /e Y Eliminated on disposal/written off - (5,030) (9,995) (5,846) (25,080) (45,951)
RZE——F

+-A=+—-H At 31 December 2012 - 144,558 79,380 38,489 290,223 552,650
INELEERE Currency realignment - 4,087 2,326 538 9,300 16,251
ERNHE Depreciation for the year - 29,279 17,073 5,739 63,121 115,212
HELEREER Reclassifications to asset held

HH(HiFE23) for sale (note 23) = (11,445) - - - (11,445)
HERBA AR Eliminated on disposals of

GE=Y)) subsidiaries (note 37) - - - (3,593) - (3,593)
e /H R 4Y Eliminated on disposal/written off - (12,567) (10,746) (5,722) (39,951) (68,986)
R-ZT—=F

+-A=1+—H At 31 December 2013 - 153,912 88,033 35,451 322,693 600,089
BREE CARRYING VALUES
N_F—=F

+-A=+—-H At 31 December 2013 34,360 693,531 79,321 18,433 800,313 1,625,958
\ZB—CF

+-A=1+—H At 31 December 2012 247,849 506,768 68,862 28,075 601,977 1,453,531
Mzt : BE=_T——F+=-A=+—H Note: During the year ended 31 December 2012, the management

IEFE - EREZAMIIR LA
ETRESNHEDE - B
MBESWA - ZEMERLERE
AEEREREYE - 2EHY
¥ BEAREBEREREAME
2R REMELEFHEZRA
4 {E 4 /038,321,000 7T » Jh &t
AMEEHFHEE - ZEWERS
BEREMEBRZ A RBEREE
BE2EMS EBUMEZKR
BifiEE 2 BEME

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.
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13.Property, Plant and Equipment (continued)

The above items of property, plant and equipment are

depreciated on a straight-line basis at the following rates per

annum:

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%

—E—= —E—F
2013 2012
FET FAT
HK$000 HK$’000
REB 2 EREZBIE © The Group's property interests comprise:
EEBFAE 2T H Leasehold land and building held in Hong
HE L AEsF Kong under medium-term leases 8,673 9,055
AEBBAIMEERSE  Buildings located on land held outside
THZEFZ Hong Kong under:
RHEEE Long leases = 90
FHEE Medium-term leases 682,604 491,622
REHE Short leases 2,254 6,001

693,531

506,768
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14.FF LS 14.Prepaid Lease Payments
—E-=F —E——fF
2013 2012
FET FAT
HK$'000 HK$’000
NEEFEN AL BIE - The Group's prepaid lease payments
comprise:

BRI RFEEE Leasehold land outside Hong Kong under:

Tz -

REHEE Long leases - 1,340

FHERE Medium-term leases 274,552 216,459

274,552 217,799
AITEIRE RS ¢ Analysed for reporting purposes as:
mENEE Current assets 6,193 4,990
FEREBEE Non-current assets 268,359 212,809
274,552 217,799
15.1REY X 15.Investment Properties
FHET
HK$'000
ARE FAIR VALUE
R-_ZT——F—HF—H At 1 January 2012 -
EREEAAEARL

Y% BENMEMEET  Transfer from leasehold land and buildings under property,

ZHE T RET plant and equipment with fair value adjustment 49,400
AREEN Increase in fair value 16,900
R-T——%F+_H

=t—HER=F-—=%

+—-—A=+—8H At 31 December 2012 and 31 December 2013 66,300
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15.Investment Properties (continued)

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 valuation was arrived at by using direct comparison
approach assuming sale of the properties in their existing
states with the benefit of vacant possession and by making
reference to comparable sales transactions as available in the
relevant market. The direct comparison approach is based on
market observable recent transactions of similar properties in
similar location. In estimating the fair value of the properties,
the highest and best use of the properties is their current
use.

in Hong Kong are classified as Level 2 of the fair value
hierarchy. There were no transfers into or out of Level 2
during the year.

All the Group's property interests held under operating
leases to earn rentals or for capital appreciation purposes are

HKAARBERNXGE - ko EL measured using the fair value model and are classified and
RILEME ° accounted for as investment properties.
G5k 16.Goodwill
FHTT
HK$'000
MAME AT COST
R—ZE——F—HF—H - At 1 January 2012, 31 December 2012 and
—E——_H+-_A=+—HFK 31 December 2013
=== s HI= 71,462
WAE IMPAIRMENT
R-ZE——F—HF—H At 1 January 2012 -
FRIERREEE Impairment loss recognised during the year 1,888
R-ZZE——F+-_F=+—HFK At 31 December 2012 and 31 December 2013
—T—=F+_"H=+—H 1,888
IREE CARRYING VALUES
RZZE—=F+"H=+—H At 31 December 2013 69,574
R-E——F+=-_B=+—H At 31 December 2012 69,574
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16. Goodwill (Continued)

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash-generating units (“CGU"s) that are
expected to benefit from that business combination. The
carrying amount of goodwill had been allocated as follows:

—g_= —m
2013 2012

FBxT FHIT

HK$'000 HK$'000

RER BB R Manufacture of and trading in solvents 59,479 59,479
BUEREEZRR Manufacture of and trading in coatings 10,095 10,095
69,574 69,574

REEABMN 2 NE SR RE The recoverable amounts of the CGUs are determined

FARAEBEMET - ;TEEAEER
TmﬁﬁZExfE"“E*ETPEWZEEEE
CERERIEREEBEREEN
ZISZ AE) SR o & T A B B
BEMBTEEERERZRSE
A B8 {7 BT TED S0 F 5 R B 2 BRI b R
HERIAR - ERTIENHER
ZERBRAMEDL - HEEREE
B 7R 2 % ) Bl AR 15 38 1 18 5] R TE HA
Higmisz SLmERE -

RBEN Gz B AEERRE
EREECSRSEESEN &
MHBBEERSE 2R KRAEF(Z
T——F: AF)ReREA - I

FAEEIREI34% (T — —4F:
1%) + RERLTII5I0 R 5 &R ER
FF 1 N 3R & B A BE A BT 4 R AL

B o ENAEEITEZERTEN -
tii“ﬁﬂw‘%%iu%( =—
ZF I 5%EN%)TNE - HEZ
—ZF+-_A=t—HLEFE K
EEY ERERTAREESE -

RBZE=Z—=—F+=-A=+—H
LEFER ARERBEABE/REE
ERBEHBEHRNSETHBARZ
KEBEBRBINME RS ST E
M%’ATZﬁﬁM%ﬁE&%V I
A ERZER B ERRE
réﬂ,sﬂ,sss,ooo,%rc o

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 (2012: five years) for each CGUs approved by
11%)
which reflects current market assessments of the time value

management using a discount rate of 9.34% (2012:

of money and the risks specific to the CGUs. The growth
rates per annum range from 5% to 12%% (2012: 5% to
12%) in light of the Group’s industry growth forecasts. No
impairment loss has been recognised by the Group for the
year ended 31 December 2013.

During the year ended 31 December 2012, the Group
recognised impairment losses of HK$1,888,000 in relation
to certain subsidiaries engaged in the manufacturing of and
trading in lubricants in Mainland China due to the operating
loss and intense competition among the market which
will affect the estimated turnover and profit margin of the
affected entity.
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7, >, .
17. 8B &E 17.Intangible Assets
THFWH BERmE
i S8 Non- EF®B% Trademarks
Technical competition Customer  and patent &t
knowhow  covenants relationship brands Total
TR FET FET THT FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BAE AT COST
W-ZE——F—HA—H At1lJanuary 2012 13,071 18,975 9,573 4,146 45,765
INEREE E5E Currency realignment 15 177 - - 192
NE Additions 124 - - - 124
RZZT——F
+-A=1+—¢H At 31 December 2012 13,210 19,152 9,573 4,146 46,081
INELE =58 Currency realignment 38 482 - - 520
RZZT—=F
+-A=+—¢H At 31 December 2013 13,248 19,634 9,573 4,146 46,601
BERRE AMORTISATION AND
IMPAIRMENT
RZE——F—H—H At1 January 2012 8,139 11,922 5,456 1,044 26,561
INELE =58 Currency realignment 10 132 - - 142
FEREE Provided for the year 1,395 2,785 1,570 413 6,163
R-T——F
+-A=t+—H At 31 December 2012 9,544 14,839 7,026 1,457 32,866
INEREE =5 Currency realignment 22 - - - 22
FRNBE Provided for the year 1,290 1,316 1,570 412 4,588
FAERNRESE Impairment loss
recognised in the year 1,029 - 977 1,008 3,014
RZZ—=%
+-A=+—¢H At 31 December 2013 11,885 16,155 9,573 2,877 40,490
HREE CARRYING VALUES
RZT—=%F
+=-A=+—¢H At 31 December 2013 1,363 3,479 - 1,269 6,111
R-E——4
+-A=+—¢H At 31 December 2012 3,666 4,313 2,547 2,689 13,215
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17.Intangible Assets continued)

The above intangible assets have finite useful lives. Such
intangible assets are amortised on a straight-line basis over
the following periods:

Technical knowhow 4.5 - 10 years
Non-competition covenants 3 — 10 years
Customer relationship 6 years
Trademarks and patent brands 10 years

Technical knowhow represents technical knowledge and
techniques acquired from independent third parties to
manufacture certain insulating varnish,
products.

ink and screening

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 3 to 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.

During the year ended 31 December 2013, the Group
recognised impairment losses of HK$3,014,000 (2012: nil)
in relation to technical knowhow, customer relationship
and trademarks and patent brands of certain products of
coatings (“Impaired Intangible Assets”). Such impairment
was recognised as a result of the cessation of use of those
Impaired Intangible Assets in the year.

151



152

ER(IETEBEGBR2AF Yip s Chemical Holdings Limited

mEMBREME

Notes to the Consolidated Financial Statements

EES

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

18. A ERE 18.Available-For-Sale Investment
—E—= —E——F
2013 2012
FBT FHIT
HK$'000 HK$'000
AR B ARERIE ETARAEE Unlisted equity interest in Mainland China,
% BKASRUREEE at cost less impairment loss 24,113 23,421

19.

20.

AR A ZERERERAERA
FEEZBRRA=BEEE ML
ERRERIE LT - RARZ
EERRARTEMBEELAR
B BUEKANRERRERRZ
REFTE -

HtFERBEE

HEEDNEAREREEMESZ
PR R 7 ¥ 5 HR R IR K AR 2 7R

19.

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.

Other Non-Current Asset

The amount represents the cost of club debenture held
by the Group and is measured at cost less accumulated

BEEBR(E)E - impairment losses, if any, at the end of the reporting period.
A4 .

7E 20.Inventories

—E-—=F —T——F

2013 2012

FBxT FHIT

HK$'000 HK$'000

B Raw materials 545,266 482,979

TR Work in progress 48,512 55,384

2IPK B Finished goods 386,467 331,969

980,245 870,332
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Debtors and Prepayments

21.Trade and Bills Receivables, Other

MIE

—E—=F —T——F
2013 2012
FET FAT
HK$°000 HK$’000
B U BR TR Trade receivables 2,120,019 1,949,850
W RERZEME Less: Allowance for doubtful debts (65,340) (36,949)
2,054,679 1,912,901
JE R Bills receivables 1,263,098 1,160,539
3,317,777 3,073,440

PE W BR X Trade receivables

RBERRZERERERASRZ
BRECITIAT -

An aged analysis of trade receivables presented based on the
invoice date at the end of the reporting period is as follows:

—E-=F —T——F

2013 2012

FBT T

HK$'000 HK$'000

ZTE=(@H 0 — 3 months 1,680,229 1,525,139
=7 {E A 4 — 6 months 315,608 340,158
~EA A E Over 6 months 58,842 47,604
2,054,679 1,912,901

AEERFAERBERTFREH30X
ERTNEZEEH - AEEKE
A REHERFZRBARRERTP
BETaR&mEES -

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.
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21.Trade and Bills Receivables, Other

Debtors and Prepayments

Trade receivables (continued)

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 71% (2012: 69%) 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$602,160,000
(2012: HK$596,612,000). 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.

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:

—Eg—= —E——F

2013 2012

TET T

HK$’000 HK$'000

Z=={@H 0 - 3 months 304,660 302,254
o= 7 {E A 4 — 6 months 238,658 246,754
7B A LA E Over 6 months 58,842 47,604
602,160 596,612

EEERKER 2T EOER - 8
ERRREEELEEREEH K
SEEREUERERERZER
B ARBEFERR AREY
BESAEERRNED  FHEAR
HAERSZTREPDE °

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 a large number of counterparties and
customers.
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21. BB AR R B RS -
Lt 8 W B 0 % TR A K

21.Trade And Bills Receivables, Other
Debtors and Prepayments (continued)

15 (4)
PE W BR FX () Trade receivables (continued)
REAR % ¢ Allowance for doubtful debts:
—E-=F —E-_F
2013 2012
FBT FET
HK$'000 HK$'000
F4 At beginning of the year 36,949 25,978
INE AL E ZEE Currency realignment 1,728 301
R 2 REEE Impairment losses recognised 34,062 18,192
RANFEE W E 2z HRIE Amounts recovered during the year (507) (34)
FEEHAS AR B 2 FRIE Amounts written off as uncollectible (6.892) (7,488)
FR At end of the year 65,340 36,949

AEBHRERBERABAMBR
B2 FEWARRIEHIRE - RNEE L
&SRB BT A T E R

e

FEU Rz /5 B IR 1T A, R OR A
RZRITAGLIESR » NEBRER
BEREXE P ABRRIT AL AR
TR EREERUER

HREAX B ERAEE ZRITA
HREZNHEBERABERNEARN
AH - MITALERERTEREE
RITHABERTRBITALERZ
FEBEE -

R—_TE—=%+_A=+—8"
AEBEREBEAESSER
577,190,000/ jo( — & — — F :
477,753,000 7T ) H) R 17 7% 3 &
U EEENBESEAERR
b AEEEERE BE ZRITE
HEZ2HAARKEE - WHER
[EREEAZHBNRIE BEEESSE
IRITESIEZ 2 ZIHA -

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

Bills receivables represent #8777 %, IEZE (“banker’s acceptances”),
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 maturity date not longer than six months
from the date of issuance. The banker’'s acceptances will
be settled by the banks, which are state-owned banks or
commercial banks in the PRC, on the maturity date of such
banker’s acceptances.

At 31 December 2013, the Group endorsed certain banker’s
acceptances with an amount of HK$577,190,000 (2012:
HK$477,753,000) to creditors to settle the trade payables to
them. Accordingly, the Group continued to include the full
amount of these endorsed banker’s acceptances under bills
receivables and recognised the relevant payable to creditors
until the maturity date of the endorsed banker’s acceptances.
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21.Trade And Bills Receivables, Other

Debtors and Prepayments (continued)

Transfer of financial assets

The following were the Group’s bills receivables 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.

REMEREESEEET
HER N EREE
Bills receivables endorsed to
suppliers with full recourse

—_ET—=£F —E——%F

2013 2012

TERT FHET

HK$’000 HK$'000

EEEEECREE Carrying amount of transferred assets 577,190 477,753
EHEaEZERE Carrying amount of associated liabilities (577,190) (477,753)

H A R iR R B FRAY FRIR

Hit EWERA R TANRIBEIEEHE
BAEERRE  BRERHEES
NN TR (B R

TR M5 P R e P MR R 4 e Lt B MK R
RERBTIAFANEBEERERAZ

Other debtors and prepayments

Other debtors and prepayments mainly consist of payments
in advance to suppliers, commission receivable from suppliers
and value-added tax recoverable.

Included in trade receivables and bill receivables and other
debtors are the following amounts denominated in currencies

TRe B EE 2 F0H ¢ other than the functional currency of the group entities to
which they relate:

—E—= —ET——F

2013 2012

FBT FHIT

HK$000 HK$'000

BT Hong Kong dollars 7,545 10,979

EdE Vi), United States dollars (“USD") 26,009 9,274
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22.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

B¥EBE A - other than the functional currencies of the group entities to
which they relate:

==-= —E——fF

2013 2012

FE T FAET

HK$’000 HK$'000

ETT usb 59,850 50,065

BT Hong Kong dollars 3,250 1,845

AR RMB 238,986 124,788

BRZR=ZEABIGZEHRTE
AR F 7 %2.86%
3.05%%3.08%) 5t B 5 FT B 85
TER1TF IR F H %E0.001% E5%
TEHFBE(ZE—Z—F:0.001%=F

2.9%) °

—E——F:

JIBBELENEE

R-ZZE—=FhLA=-+FHB &%

B 28

o A

M=

7RI E B

& REESREAR17,000,000
t( 18 & % #921,782,000% JT )
BAEESETFURBEBEINEE
& £10,259,000/% 7T B £ i & 12
FHE - R-_ZE—=F+=-A=
+—HB AEEBERIEFFT®
13,710,000 7T - B BT & - # f
EF(EHERNREAREE) R
T—=F+-"A=+—R%5AFE

HEREE

23.

Other than short-term bank deposits with original maturity
more than three months carrying interest at 2.86% (2012:
ranging from 3.05% to 3.08%) per annum, all remaining
bank deposits carrying interest ranging from 0.001% to 5%
(2012: 0.001% to 2.9%) per annum.

Asset Classified as Held For Sale

On 25 September 2013, the Group entered into a sale and
purchase agreement with an independent third party to
dispose of the Group’s certain land and buildings outside
Hong Kong with a carrying amount of HK$10,259,000
at a cash consideration of RMB17,000,000 (equivalent to
approximately HK$21,782,000). As at 31 December 2013, the
Group has received deposits amounting to HK$13,710,000
from the purchaser. Respective leasehold land and buildings,
which are expected to be sold within twelve months, have
been classified as asset held for sale as at 31 December
2013.
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24.Creditors and Accrued Charges

At the end of the reporting period, the balance of
creditors and accrued charges included trade creditors of
HK$1,426,764,000 (2012: HK$1,142,535,000), dividend
payable to a non-controlling shareholder of a subsidiary
of HK$12,813,000 (2012: HK$3,994,000), consideration
payable for acquisition of a subsidiary of HK$2,210,000
(2012: HK$2,400,000 for the acquisition of additional
interests in a subsidiary) and deposit received from disposing
leasehold land and buildings of HK$13,710,000 (2012: nil).
Remaining balances mainly consist of receipts in advance
from customers, payable of staff salaries and benefits, sales
commission, storage and transportation, etc.

An aged analysis of trade creditors at the end of the
reporting period based on the invoice date is as follows:

—E-=F —T——%F

2013 2012

FExT T

HK$'000 HK$'000

ZE=(EA 0 — 3 months 1,257,189 1,002,226
Vo= 7 {8 A 4 — 6 months 159,460 128,929
~E A E Over 6 months 10,115 11,380
1,426,764 1,142,535

ENERERETILIEAFREEE
RAZMEEBEEZ A

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

—B-=F —F=F

2013 2012

FHET FH&TT

HK$'000 HK$'000

e usD 221,851 149,422
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25.Derivative Financial Instruments

TED FERED
Current Non-current
—E—=f —T——F CZ=E—= —F——F
2013 2012 2013 2012
HK$'000 HK$'000 HK$'000 HK$’000
LA¥H & 5HA R 2 Derivatives under hedge
PTEIR accounting
FEEFEHE L Interest rate swap contracts (3,063) (7,451) (994) (8,120)
HippT4E TR (FELL Other derivatives (not under
¥Hh&EEEE)  hedge accounting)
B 4 Cross currency swap contract - - (26,359) -
(3,063) (7,451) (27,353) (8,120)

LREREBY 2 FRE
HEH

AEBEEZEEERITI L ZEF
RIEHA Y BB EEF ReE iR

REEME  KRITZETELT
BRITEEZRSRBEAREER
K- ZFANZHGREEDREY
HERTREE ZHFR—B(AEERR
TEEZASHE BERMNEER
HRA) - BEERA/NERPENES

MR TE - WRBH PG R
EETARBRERELTTA o

PERF R EE 2 RS RERE T
E HFPAREABR - BEZT—
—Ft+-_A=+—HLFE BE
= ¥R PR F R /11,514,000
JTL(=ZZT——4 : 4,451,000 7T)E
FAE fth 2 T UK 25 A TR I R AE A A
wmA e BERTEHARAMGR RS
A& A R B HAER R A N B B #3 R
BEREAALR e

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
bank loans from 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 loans
with the same notional amounts to principal amounts of
bank loans, 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$11,514,000 for the year ended 31
December 2013 (2012: HK$4,451,000) 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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FERFAOT :

REREHIR - B FE26FT BB 2 dR1T
EP %IﬁﬁmiiwﬁTZfEﬂ
B 71,251,250,0007 7T( =
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25.Derivative Financial

(Continued)

flow hedges (continued)

Instruments

Interest rate swap contracts under cash

Included in borrowings as disclosed in note 26 were bank
loans of HK$1,251,250,000 (2012: HK$1,010,000,000) which

== were under cash flow hedges and the major terms of the

Am«-

& 5 interest rate swap contracts under cash flow hedges at the

end of the reporting period are as follows:

HE EHEA WEGE R TRER
Notional amount Maturity Receive floating Pay fixed
R-—ZB—=5+=-A=+—H

At 31 December 2013

387,000,000/8 7T —E-R"FNLA=1H BT = AR 2 BB RITRERE 1.83E
HK$387,000,000 30.09.2016 HK$3-month HIBOR* 1.83%
43,000,000/ 7T —E-R"ENA=1H BT =EA 2 BERRITRZER L 1.952
HK$43,000,000 30.09.2016 HK$3-month HIBOR 1.95%
75,000,000/ 7T —ZE-—RF-A=-+hB Br=EARZEBRITAERS 2.77E
HK$75,000,000 29.01.2016 HK$3-month HIBOR 2.77%
140,000,0005 7T ZE—ARF=ZA=+=0 Br=EAZEBRITAERE 2.70E
HK$ 140,000,000 23.03.2016 HK$3-month HIBOR 2.70%
69,750,000/ 7T —E—R"FWMA+=H BL=EACEBRITRERE 2.742
HK$69,750,000 12.04.2016 HK$3-month HIBOR 2.74%
46,500,000/8 7T —T—RFMA+=H BT = A A 2 BB RITRIZER L 2222
HK$46,500,000 12.04.2016 HK$3-month HIBOR 2.22%
98,000,000/ 7T —E-REFRATEH BILANER 2 BBIRITRZERE 1.69E
HK$98,000,000 17.05.2016 HK$6-month HIBOR 1.69%
120,000,000 7T —+tFNA+mAE BT =B A 2 BEBRITRIZEFE 2.642
HK$120,000,000 14.08.2017 HK$3-month HIBOR 2.64%
55,000,000/ 7T —ET—tFNAF+—H8 Br=EAZEBRITEEREL 2.65F
HK$55,000,000 21.08.2017 HK$3-month HIBOR 2.65%
45,000,000 7T —tFNAR+=H BIL=EA 2 BBRITRZEFE 2.66E
HK$45,000,000 13.09.2017 HK$3-month HIBOR 2.66%
70,000,000/ 7T —tF+A+NAH BT =EAZBEBRITRZERL 2.67E
HK$70,000,000 19.10.2017 HK$3-month HIBOR 2.67%
60,000,000/ 7T —tF+A=1+—8 ABr=—EAZEBRTEERS 2.682
HK$60,000,000 31.10.2017 HK$3-month HIBOR 2.68%
42,000,000/ 7T T RNERA++LH BILANE A 2 B RITRIZER S 2.262
HK$42,000,000 17.05.2016 HK$6-month HIBOR 2.26%
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25.Derivative Financial Instruments

(Continued)

Interest rate swap contracts under cash
flow hedges (continued)

HE EH#A WEGE B ZREE
Notional amount Maturity Receive floating Pay fixed
R-—ZB——Ff+=-A=+—H

At 31 December 2012

450,000,0007 7T —E—R"FhLA=T+H BT =8 A 2 EBRITRAZERE 1.83E
HK$450,000,000 30.9.2016 HK$3—monthFﬂBOR 1.83%
50,000,00078 7T T—RFhLA=1+H BIL=EA 2 EBRITAZERFS 1.95/E
HK$50,000,000 30.9.2016 HK$34nomhlﬂBOR 1.95%
100,000,000 7T —E—RF-A-tNB Br=ERZBBRITEERE 2.77E
HK$100,000,000 29.1.2016 HK$3-month HIBOR 2.77%
200,000,000 7T —E—RF=ZA=-F+=H Br=EAZBEARTEERE 2.70Z
HK$200,000,000 23.3.2016 HK$3-month HIBOR 2.70%
90,000,000/ 7T —E—RFmA+=H BIL=EHA 2 BEBRITAZERFE 2.742
HK$90,000,000 12.4.2016 HK$3-month HIBOR 2.74%
60,000,000/8 7T T—AFmNA+=H BT = A2 BEBRITRAZERS 2.22]2
HK$60,000,000 12.4.2016 HK$34ﬂonﬂ1HmOR 2.22%
60,000,000/ 7T E—XRFRA+EHR BT ANE A 2 BABRITRIZERE 2.26F
HK$60,000,000 17.5.2016 HK$6-month HIBOR 2.26%

BEEHEH

P54 1A
REBUBERBAEH  EASE
EREEEs M BEEEIE
K IS B B DA B 78 48 78 | 30 R o
RITER - RZT—=F+=A=
+T—H GRAAREZHREZE
$626,359,000/8 ;L( =& — = 4F ¢
FEIERNEREAER - Z8NEARE
B UREHEEEE®R - Bit
EEBEEEREGAONEEXREES
WEAR AR E B BEA RSB
B AEETEEBERERKEK
Eﬁkﬁﬁﬁéﬁﬂim%hu%
K& SR1T B RE W INE W a5 2k B 18
HEH o

* HIBOR represents Hong Kong Interbank Offered Rate.

Cross currency swap contract
Cross Currency Swap

The Group entered into a cross currency swap contract
as part of the Group's treasury operation for the purpose
of minimizing the exposure to foreign currency risk and
to hedge economically against the foreign currency bank
loan. As at 31 December 2013, the change in fair value
of the contract recorded a loss of HK$26,359,000 (2012:
nil) which was recognised in profit or loss. The agreement,
when contracted by the Group, was locked in a pre-
determined return. Accordingly, although the valuation of
the cross currency swap contract may give rise to a gain or
loss at a particular date within the term of the contract, the
management of the Group expected that such gain or loss
will eventually be substantially offset with the exchange gain
or loss arising from the foreign currency bank loan at the
end of the contract.
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Notional amount Maturity

25.Derivative Financial

E2-T—=F+=A=+—HIF For the year ended 31 December 2013

Instruments
(Continued)

Interest rate swap contracts under cash
flow hedges (continued)

Cross currency swap contract (Continued)

Cross Currency Swap (Continued)

The notional amount of the outstanding cross currency swap
contract to which the Group is committed at the end of the
reporting period is as follows:

XER E=x

Pay floating  Exchange rates

WEGE R

Receiving floating

R-Z—-=5+-A=+—H
At 31 December 2013

E22,545,00087T —E-RFOAZ+NH BT=1EA BT=fAz Br/#Br8.01
BBR - BBSW + 1.25% BRRITRZE
#E +1.80%

Buy AUD22,545,000 29.04.2016 AUD 3-month HK$3-month AUD/HK$8.01
BBR — BBSW + 1.25% HIBOR + 1.80%

AEEB W ERE R EHERE The Group does not currently designate any hedging

K Me O EEMEPRERE -

ERPTETATIZAREFE - R
BAREMR RZF—=F+=
A=+—ALRERTAZHES

BRE R (FBHE2HME30) °

relationship on the cross currency swap contract for the
purpose of hedging accounting.

The above derivatives are measured at fair value. The
classification of the measurement of the above derivatives at
31 December 2013 is Level 2 under the fair value hierarchy (see
note 30 for details).
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I+ u
26. 5 & 26.Borrowings
—B-=F% —E——fF
2013 2012
TER TAT
HK$’000 HK$'000
EEBERITERR Borrowings included bank loans and
FHRER: an entrusted loan:
BITEE Bank loans 2,723,112 2,374,277
THER Entrusted loan 35,236 -
2,758,348 2,374,277
I Unsecured 2,758,348 2,374,277
PITERERATERSE* ©  The bank loans repayable as follows*:
—&ER Within one year 1,470,941 923,027
—EREMER More than one year but not exceeding two
years 709,392 456,667
MEBRERFR More than two years but not more
than five years 542,779 994,583
2,723,112 2,374,277
ZHEFEVATEIEE* :  The entrusted loan is repayable as follows*:
—ER Within one year 35,236 -
2,758,348 2,374,277
B AR —ERERLEH Less: Borrowings due within one year shown
ARBEBZEE under current liabilities (1,506,177) (923,027)
GMAERBEBZEE Borrowings shown under non-current liabilities 1,252,171 1,451,250
& B ERER B R HIIE *  The amounts due are based on scheduled repayment dates set
HERBHE - out in the borrowing agreements.
REBRITERZENERNEE The Group’s bank loans carry annual interests at the range of
HRITRAIZEFF B I10.9% 5 BB RITR (i) HIBOR plus 0.9% to HIBOR plus 2% (2012: HIBOR plus 0.7%
ERBM% (ZT——F : FHE to HIBOR plus 2%); (ii) Singapore Interbank Money Market
TRZEFBIM0.7% B EBIRITRIE Offer Rate (“SIBOR") plus 1.25%; and (iii) AUD-BBR-BBSW
P2 NMN2%) ¢ (i)F7 00 3% 88 17 A 2 47 plus 1.25%. Interest is repriced in the period from two weeks
BN1.25% 5 K(iii) AUD-BBR-BBSW up to six months (2012: one month up to three months). The
N1.25% ° AR —RBR G EZE61E entrusted loan carries annual interest at a fixed rate of 4.1%.

AH(ZZ——%F: 81@A=E3@EAH)
EE R ZREXRRBEEFME
41% °
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26. 88 @) 26.Borrowings continued)
—E—= —E——fF
2013 2012
FTERT FATT
HK$'000 HK$’000
ERRF = Effective interest rates

EEEE Fixed-rate borrowings 1.16% £4.10% 1.21%21.75%
FEEE Variable-rate borrowings 1.69%%£2.77% 1.10%22.77%
f& & 8 $51,021,118,000% L( == Included in borrowings are HK$1,021,118,000 (2012:
— — 4% : 603,443,000 7T ) T B f& HK$603,443,000) at fixed-rate borrowings with the

B SR —FREIE - contractual maturity dates within 1 year.
BESETIWIFABEAEE A A Included in borrowings are the following amounts
2B EE 2 FIE denominated in currency other than the functional currency

of the group entities to which they relate:

—E—= —E——%F

2013 2012

FExT FHIT

HK$'000 HK$'000

ETT usb 30,882 228,443

JETT AUD 155,981 =
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27 REBIEEE 27.Deferred Tax Liabilities
UTAREBEHERZ EZRER The followings are the major deferred tax liabilities (assets)
HBBE(BEE)RRAFEREFAZ recognised by the Group and movements thereon during the
e : current and prior years:

A BEEF
ZHARH
MERERE Withholding
Accelerated tax on
tax BIEEE undistributed Hity st
depreciation Tax losses profits Others Total
TR THT T T THT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i)
(Note)
RZZ——%F—HF—HAt 1 January 2012 2,338 (37) 3,192 3,355 8,848
RO REEETERT  Reversal of withholding tax upon
distribution - - (1,831) - (1,831)
(GTA) kB (Credit) charge to profit or loss (33) (258) 4,659 (112) 4,256
R-Z——F
+=-A=+—H At 31 December 2012 2,305 (295) 6,020 3,243 11,273
RO REEEITERT  Reversal of withholding tax upon
distribution - - (2,858) - (2,858)
(GrA) RS (Credit) charge to profit or loss (85) 131 4,260 (607) 3,699
RZIZE—=F
+-A=1+—H At 31 December 2013 2,220 (164) 7,422 2,636 12,114
Bt - Hfth F 2ARROUREE T BB 2 =) By Note: Others mainly represent deferred tax liabilities arising from fair
RARBERAERWEEEBNVER value adjustments on assets acquired (i.e. intangible assets,
BE G BNLBeRYE - K prepaid lease payments and property, plant and equipment) on
ERJZHE) MEELECRLERES acquisition of subsidiaries.
HEINFEAPBARRERME & T For the purpose of presentation in the consolidated statement
BLEHBEERBERLCHE - B of financial position, certain deferred taxation assets and
EB G Ag 2 BRERIBLE#H S liabilities have been offset. The following is the analysis of
ran Tk the deferred tax balances for financial reporting purposes:
—E—=F —E——F
2013 2012
FET AT
HK$'000 HK$'000

RIEFRIBEE Deferred tax liabilities 12,114 11,273
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EEHIEE &=

R—E—=F+=-_A=+—80"
AEBBARFERARBEBELD
671,758,000 7o( = & — = 4 :
568,333,000/% 7t ) A] # K 85 K 2K
B e M—TE—=F+_-_A=+—
H ERR—BFEWBRARAKS
E518992,0008 (=& — = & :
1,788,000/ 7T ) EA R &£ B A 7] 2
REREEERNAEEHEE
EE o AR K B8 78 BR R 2R A9 &= A i
£ ARAERER 670,766,000/
(=T ——4% : 578,691,000/ 7T )
BELEHIBEE  AERMIEEBE
581,062,000 (=& — —F :
528,166,000/ 7T ) A & [R Hi /5 42 -
BEFR T — \FEZAIEIE -

ZNEE B B AR IR R B 3T R A AR AT R i
HPEWHBARA =TT /\F— A
— B#EE BEUA & F R 5 R B9 AR B
B TR B A B R 5 B i A E SRR A
FiIE o FBEMTE A BRREF D
K B IE5% 2 10% 1) Bt K 40 40 78 12
o ANESZRBANE B Al 4% 5 #
EIEREENER MEREEN
A TE R R AT RE N & BB - AL
Bl EfPENEARE =22\
F—A—HBRORIDONETRED
K AR 28 % F11,822,620,000/% T ( =
T — — £ : 1,592,280,000% 7T ) &
RIEIERIIE o

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

27.Deferred Tax Liabilities (continueq)

At 31 December 2013, the Group had unused tax losses of
approximately HK$671,758,000 (2012: HK$568,333,000)
available to offset against future profits. As at 31 December
2013, a deferred tax asset has been recognised in respect
of HK$992,000 (2012: HK$1,788,000) 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$670,766,000 (2012: HK$578,691,000) due
to the unpredictability of future profit streams. Included
in the unrecognised tax losses, HK$581,062,000 (2012:
HK$528,166,000) may be carried forward indefinitely and
the remaining balance will expire at various dates up to and
including 2018.

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$1,822,620,000 (2012:
HK$1,592,280,000) 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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28.Share Capital

EE
Authorised ERTRHARE
—T_—&R Issued and fully paid
—E-—F —E—= —E—=
2013 & 2012 2013 2012
FET TERT BT
HK$’000 HK$'000 HK$'000
FAXTEEO0.108 7T 2 B fn Shares of HK$0.10 each 80,000 56,228 56,186

FERAATZ EBFTRASG TS

Movements in the issued share capital of the Company

g : during the year are as follows:

R EE
Number &5
of shares Amount
T A% FH&TT
‘000 HK$'000
W-—E——F—A—H At 1 January 2012 555,151 55,515
1T BERRAE (MY sEa) Exercise of share options (Note a) 774 77
LARRAR 2 (FisED) Scrip dividend (Note b) 5,940 594
RN-E——F+-_A=+—H At 31 December 2012 561,865 56,186
1T BERRAE (M aEc) Exercise of share options (Note c) 300 30
PARZAR B (Bt =Ed) Scrip dividend (Note d) 116 12
RN-E—=FE+—-HA=+—H At 31 December 2013 562,281 56,228

GEE

(@) MEBE—ZE——-—F+=-_A=+—
H It FE - £ 5774,0001) 8 %
LT - ARARE LD BIBET
100,000/% ~ 126,000/% ~ 170,000
f% }378,0000% & % & {E0.10/8 7T
Zh - BRIEE 5 Bl £2.0047%5
7T ~4.05078 7T ~ 1.9507% 7T }24.536
PETT

by R-ZT—=—FA BEUBERE
E(HBEHRBEBRA-T——F
MAZ+=B28K) RARAA
RERZUEDMBHARE-_Z——F
BRI & % B+ 8£175,940,010
REREE10E TG « T
YE{E5.9637% 7T °

Notes:

(@) 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.

(b) In June 2012, 5,940,010 shares of HK$0.10 each were issued
at a price of HK$5.963 per share upon election by shareholders
to receive shares in the Company in lieu of the 2011 final
dividend in cash, pursuant to the scrip dividend scheme as
detailed in a circular dated 23 April 2012.
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28. IR (#)

f=E

(0

A RTERNEEMB I EREE

(&)

REE-_ZE—=Ft+=-A=1+—
BIEEE - £5300,0001) B
HERELTE ZK Al B bt 5 B EE 1T
150,0000% - 40,000A% % 110,000
R EREE0. 108 T Z D « Tk
{E[E 5 B A4.050/87T * 1.950/8 7T
K4.536/8 7T °

R-ZZE—=F+tA8  REUERE
Ef%ﬂ(%i’\%ﬁ%ﬁﬁﬂﬁ:%*iﬁ
NAZT—RAZEBER)  RAA

& BRI R U ER IR 1 (R = Tffi
BiRIR & AR BB - 3£17116,0008%
FREE0N0B T 2D - FRIE
87.6373 T °

I]

2 RARNZH RS o

29. 5 77 pw
x

EERRERK

AEBEEEEERARKRBBENL
%Fﬁ%$*T%%%%W?%@

CEAREAREAHFELE

$%l%ﬁﬁﬁ%%ﬁ@ﬁ¢&ﬁ

A o

REEZ B XK

REBERER X2

BAMI 264 T 2 BB R AR A

R =

(BEBTRAREE

(BREFREER)) o

NN
REZ BN
AR BERE B RE R
& OBBXNBE - BT

=24

REEEHERENER - 1F
EEHEREAK
CRERE
A K %

THEXEBOQREGER  UFE
REBBEBE AL

28.Share Capltal (Continued)

Notes: (Continued)

(@}

During the year ended 31 December 2013, 300,000 share
options were exercised, resulting in the issue of 150,000
shares, 40,000 shares and 110,000 shares of HK$0.10 each in
the Company at a price of HK$4.050, HK$1.950 and HK$4.536
per share, respectively.

In July 2013, 116,000 shares of HK$0.10 each were issued at a
price of HK$7.637 per share upon election by shareholders to
receive shares in the Company in lieu of the 2012 final dividend
in cash, pursuant to the scrip dividend scheme as detailed in a
circular dated 21 June 2013.

All shares issued rank pari passu with the then existing shares
in issue in all respects.

29.Capital Risk Management Objectives
and Policies

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to owners through the optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of debts, which

mainly include the borrowings disclosed in note 26, and
equity attributable to owners of the Company, comprising
issued share capital and reserves including retained profits.

The directors of the Company review the capital structure on

a regular basis. As part of this review, the directors consider

the cost of capital and the risks associated with capital.
Based on recommendations of the directors, the Group will
balance its overall capital structure through the payment of
dividends and new share issues as well as the issue of new
debts or the redemption of existing debts.
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B EEEERRERER

rEETRT ABEREIRRRE
WRE - EEUCRR - TESE
TE AftHERE  BRHARTHE
B RITHEBRKERE - BEERAR
BE ZEERMIAFBERESWT
BT TXHEHIEZEFSRTAR
Bz s E R (SNER R - R & @k
EEMERRR) EERARKRE
ExRk - T2 250 EZ
SRBIZEKR EEEEERER
B\ o DARE LR B B A AR R ER
EEEG - ARBATE Y 2 Hi5E
R EEIE MG EZRER 2T A

30.€m T A 30.Financial Instruments
SWMI AR Categories of financial instruments
—E-—=F —E—=
2013 2012
FH&T FHTT
HK$’000 HK$’000
cREE Financial assets
ERREWERER(BHEEE N  Loans and receivables (including cash
BE&HEER) and cash equivalents) 4,793,436 4,149,056
AIEHERE Available-for-sale investment 24,113 23,421
=L Financial liabilities
B AR Amortised cost 4,311,083 3,672,617
PTESMIA Derivative financial instruments:
—EEAEHTA — designated as hedging instruments 4,057 15,571
—SEIRE R e A - not under hedge accounting 26,359 -

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 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.
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30.Financial Instruments (continued)

Financial risk management objectives
and policies (continued)

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%(2012: 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 81% (2012: 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 2013, the Group entered
into a cross currency swap contract to reduce its exposure
to potential variability of foreign currency risk arising from
changes in foreign exchange exposure in AUD denominated
bank borrowings. The management continuously monitors
the foreign exchange exposure and will consider hedging
significant foreign currency risk should the need arise.

Sensitivity analysis

The Group is mainly exposed to currency risk of AUD, USD,
RMB and Hong Kong dollars. The following table details the
Group's sensitivity to a 5% (2012: 5%) increase and decrease
in functional currency of respective group entities against the
relevant foreign currencies. 5% (2012: 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% (2012: 5%) change in foreign
currency rates. The sensitivity analysis includes trade and bills
receivables, bank balances, creditors as well as borrowings
(except for those AUD denominated bank loans hedged
economically with the cross currency swap contract). A
positive number below indicates an increase in profit after
taxation where functional currency strengthens 5% (2012: 5%)
against the relevant foreign currency for net liability position
and vice versa. For a 5% (2012: 5%) weakening of functional
currency against the relevant foreign currency, there would
be an equal and opposite impact on the profit after taxation.



30.£R T B

Bt ISR bR B TR B R BUR

(%)

Bi#$|®E  Financial Statements

e BREME

Notes to the Consolidated Financial Statements

—T—=FFEFIR 2013 Annual Report

HE-_T—=F+=-A=+—HIFE For the year ended 31 December 2013

30.Financial Instruments (continued)

Financial risk management objectives
and policies (continued)

™is R (E) Market risk (Continued)
SNERRR () Currency risk (Continued)
BURRE DT (&) Sensitivity analysis (Continued)
—E-=F —T——%F
2013 2012
FHET FHET
HK$'000 HK$°000
ETT usbD 6,658 15,738
AR RMB 9,977 5,233
P& IT Hong Kong dollars (406) (478)

B EY, BN SEE A RFIBAIE
HESEQRINEERIIE  AE
EEmMEmLHIIERR - & AR
HEBEEAS% (T — &
5%) B+ 7N £ B R R A& i T A% 15
hN61,265,0007% Jo( = F — = 4F ¢
51,647,000 7T) * R 2 RIBREHR

B/ 488
FE o

FEBZERRAEHIBRED
IR 2 A BREREKE -

EEERS  BRFRRERIL MR
BREF AR - MEURE DT I AR
RAEIMNERR

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% (2012:
5%) against the relevant foreign currency, profit after
taxation of the Group will increase by HK$61,265,000 (2012:
HK$51,647,000) and vice versa.

The sensitivity analysis of the Group’s exposure on the cross
currency swap contract 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.
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30.Financial Instruments (continued)

Financial risk management objectives
and policies (continued)

Market risk (Continued)
Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate bank deposits and bank loans (see note
26 for details of these borrowings). However, since the bank
deposits and the majority of the fixed-rate bank loans 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 loans (see notes 22 and
26 for details). In order to keep the Group’s bank loans at
fixed rates, the Group entered into interest rate swaps to
hedge against its exposures to changes in cash flows of
certain bank loans. The critical terms of these interest rate
swaps are the same to those of hedged bank loans. Interest
rate swaps are designated as effective hedging instruments
and hedge accounting is used (see note 25 for details).

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 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 (2012: 50 basis points)
increase or decrease is used which represents management’s
assessment of the reasonably possible change in interest
rates.
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30,2 T B 30.Financial Instruments (continued)
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T——4 :1,010,000,000/8 7)) &
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AR EFA THRSOEES(—F —
ZESoEEE) - MATAHMmE
ETE RNEBE-_ZTZ—=£+=A4
=+— B IEFEHBRB& 5 F AR
b /1 HN#91,837,0008 TT( =B —
ZF 1 E A 880 493,105,000
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Financial risk management objectives
and policies (continued)

Market risk (Continued)
Interest rate risk (Continued)
Sensitivity analysis (Continued)

If interest rates on interest bearing borrowings (excluding
bank loans under cash flow hedges of HK$1,251,250,000
(2012: HK$1,010,000,000)) and short-term bank deposits
with original maturity of more than three months had been
50 basis points (2012: 50 basis points) higher/lower and all of
other variables were held constant, the profit after taxation
for the year ended 31 December 2013 would decrease/
increase by approximately HK$1,837,000 (2012: decrease/
increase by approximately HK$3,105,000). This is mainly
attributable to the Group’s exposure to interest rates on its
interest bearing short-term bank deposits and variable-rate
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 cross currency
swap contracts.

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:

° if (i) the forward exchange rate of the cross currency
swap contract had been 5% higher; (ii) the forward
exchange rate of the cross currency swap contract had
been 5% lower; and (iii) the interest rate of the cross
currency swap contract had been 50 basis points higher,
and all other variables were held constant, the profit after
taxation for the year ended 31 December 2013 would (i)
decrease by HK$9,537,000, (i) increase by HK$8,961,000
and (iii) increase by HK$633,000, respectively.
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30.Financial Instruments (continued)

Financial risk management objectives
and policies (continued)

Market risk (Continued)
Other price risk (Continued)
Sensitivity analysis (Continued)

e if the forward interest rate of interest rate swap
contracts had been 50 basis points (2012: 50 basis
points) higher/lower and all other variables were
held constant, the debit side of hedging reserve
would decrease/increase by HK$10,615,000 (2012:
HK$10,560,000) as a result of fair value change on
interest rate swap contracts.

Credit risk

As at 31 December 2013, 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.

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.
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30,2 T B 30.Financial Instruments (continued)
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Financial risk management objectives
and policies (continued)

Credit risk (Continued)

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 loans as a significant source of
liquidity. As at 31 December 2013, the Group had available
unutilised bank facilities of approximately HK$1,562,098,000
(2012: HK$2,218,714,000).

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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30.Financial Instruments (continued)

Financial Risk Management Objectives

(#%) and policies (continued)
REVE S B (#) Liquidity risk (Continued)
RBESRAERBR Liquidity and interest risk tables
-fEA -f k3 Lok
ET NLER NEER NLEFR ¥ERe
% —-fBAR BA-F BEME BBLE HEHE A
More than ~ More than Total
Weighted Imonth  1yearbut 2yearshut  contractual
average Less than to less than less than  undiscounted Carrying
interest rate 1 month 1 year 2 years 5years  cash flows amount
E Tin THr T#n TiEn Thr T#n
% HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
R-E-Z%
+-A=t-A At 31.12.2013
FTEERAR Non-derivative financial liabilities
EREZREMERNE  Creditors and other payables - 810,350 742,384 - - 1552734 1,552,734
[£5 Borrowings
-%5 - at variable rate 23 35,247 517,237 692,961 553,906 1,799,351 1,737,231
-E8 - at fixed rate 1.63 887,085 75,739 41,060 20,774 1,024,658 1,021,118
1,732,682 1,335,630 734,021 574,680 4,376,743 4,311,083
fTEIE-F4E Derivatives - net settlement
EER@an Cross currency swap contract (1,979 (7212) (11,050) (6,543) (26,784) (26,359)
fTETR-MEEE  Derivatives - gross settlement
HEEHaA Interest rate swap contracts
-HA - inflow (2,047) (20,280) (14,813) (7,559) (44,699) (43,602)
~jii - outflow 2311 2,978 16,100 1362 48,811 47,659
31 2,698 1,281 (197) 4112 4,057
R=2-2%
tZB=t-H At31.12.2012
it eRas Non-derivative financial liabilities
SRR EME  Creditors and other payables - 638,033 660,307 - - 1298340 1298340
B Borrowings
-%8 - at variable rate 214 - 323,380 472,442 1,060,112 1,856,434 1,770,834
-E8 - at fixed rate 144 604,168 - - - 604,168 603,443
1,242,201 984,187 472442 1,060,112 3,758,942 3,672,617
fTETR-MEEE  Derivatives - gross settlement
flEESad Interest rate swap contracts
-HA ~ inflow (1157) (11,874) (9,336) (6,634) (29,001) (28,238)
— it - outflow 1838 18,701 14527 9,907 44,973 43,809
681 6,827 5191 3,273 15,972 15,571
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30.Financial Instruments (continued)

Fair value measurements of financial

instruments

The Group’s derivative financial instruments are measured at
fair value at the end of each reporting period. The following
table gives information about how the fair values of these
financial liabilities are determined (in particular, the valuation
techniques and inputs used), as well as the level of the fair

value hierarchy into which the fair value measurements are

ARBERNE—ZE=R)NER} - categorised (levels 1 to 3) based on the degree to which the
inputs to the fair value measurements is observable.
tRAE AfE AREHRE  AREREFEREIERAZE
Fair value valuation techniques
Financial liabilities Fair value as at Hierarchy and key input(s)
RZZT—=% RZZ——F
+-A=+—-R +-A=+—-A
31.12.2013 31.12.2012
aRBRREIE BEREE ekt BERBEHE: FR HEBENE « KRS RE At R
ﬁmﬁmﬂlﬁmﬂ %) — 4,057,0007% &)~ 15,571,000/ 257 FAGE z EERR (48
HHEH TL T PR )& B R HAR X (3R 5 HA R A
ARENGREHESL) Raffx
(AR EAZ ) mikst o
Interest rate swap Liabilities (under Liabilities (under Level 2 Discounted cash flow. Future
contracts classified hedge accounting) - hedge accounting) - cash flows are estimated based
as derivative financial HK$4,057,000; HK$15,571,000; on forward interest rates (from
instruments in the observable yield curves at the
consolidated statement end of the reporting period) and
of financial position contracted interest rates, discounted
at an applicable discount rate
taking into account the credit risk
of the counter- parties and of the
Group as appropriate.
RERaBBIRRED B 81— 26,359,000/ £ FR HRALNE - ARRSRE IR
/*—HJE%%ME!E’JEM T R5HRASEz FERR(HE
BHESL4 F) 6 B ROE B ok T s 2R (4
#ﬁiﬁﬁﬂ’JTﬁM&“Tﬁi%‘iﬁﬁ)
BRINEIER KN R (RiEA
EEEEWSIE) filit o
Cross currency swap Liabilities — Nil Level 2 Discounted cash flow. Future cash
contract classified as HK$26,359,000; flows are estimated based on
derivative financial forward currency exchange rate
instruments in the and market interest rate (from
consolidated statement observable yield curves at the
of financial position# end of the reporting period)
and contracted foreign currency
exchange rate and market interest
rate, discounted at an applicable
discount rate taking into account
the credit risk of the counter-
parties and of the Group as
appropriate.
# BAS AR SR EEEL[IZ= # Swapping AUD notional amount with an interest at AUD 3-month

{& B AUD-BBR-BBSW 3 fill1.25% 5t
BHIBITRE BRI =EAH
TLARBRITRZESR S S N1.80E
BEHBTRESE -

BBR-BBSW plus 1.25% to HK$ notional amount with an interest
at HK$3-month HIBOR plus 1.80% at a fixed foreign exchange
rate for the principal notional amount.
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30.Financial Instruments (continued)

Fair value measurements of financial
instruments (continued)

The directors of the Company consider that the carrying
amounts of other financial assets and financial liabilities
recorded at amortised cost in the consolidated financial
statements approximate their fair values.

In addition, the Group's investment in unlisted equity interest
classified as available-for-sale investment 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 option that the
fair value cannot be measured reliably.

Financial assets and liabilities subject to
offsetting, enforceable master netting
arrangements and similar agreements

The Group entered into International Swaps and Derivatives
Association (“ISDA”) Master Agreements for its derivatives
financial instruments. The amounts recognised for the
derivatives financial instruments do not meet the criteria for
offsetting in the Group’s consolidated statement of financial
position since there is no cash collateral pledged in respect of
the Group's derivative transactions.
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31. R AERTE 31.Share Option Schemes
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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 Share Option Scheme”)
and the termination of the old share option scheme (the
“Old Share Option Scheme”, collectively known as “Share
Option Schemes”) which was adopted by the Company on
3 September 2002. Options granted under the Old Share
Option Scheme prior to such termination will continue to be
valid and exercisable in accordance with the rules of the Old
Share Option Scheme. The New Share Option 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 Share
Option 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 Share Option Scheme are
similar to those of the Old Share Option Scheme, the Board
may grant options to any eligible employees of the Group,
including directors of the Company or its subsidiaries,
legal, financial, management and technical advisers and
consultants, major customers and raw material and machinery
suppliers of the Group, to subscribe for shares 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
subscription price of the option share is not less than the
higher of (i) the closing price of the shares on the date of
grant; (ii) the average closing prices of the shares on the five
trading days immediately preceding the date of grant; and (iii)
the nominal value of the shares. The maximum number of
shares in respect of which options may be granted may not
exceed in nominal amount of 10% of the issued share capital
of the Company at the date of approval of the New Share
Option Scheme. However, the total maximum number of
shares which may be issued upon exercise of all outstanding
shares options must not exceed 30% of the issued share
capital from time to time. The number of shares in respect
of which options may be granted to any individual in any
one year is not permitted to exceed 1% of the shares of the
Company in issue from time to time, without prior approval
from the Company’s shareholders.
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31. BT 8w

RIBER RS BIR L 2 BB AR
BB MSEEER N AIRIEER
PRt 82 SRR T ATTRE ©

31.

RAB 2B &2 M ARTTER

Rt 2

B & H AR 2 1917
EERSERSHREIIOT

BE-_Z2-—=F+=-A=t+—-BLFE
For the year ended 31 December 2013

Share Option Schemes (continued)

The share options granted before under the Old Share Option
Scheme vest immediately and will continue to be valid and
exercisable in accordance with the rules of the Old Share
Option Scheme.

A summary of the movements of the outstanding options
and their related weighted average exercise prices during
each of the reporting periods under the Company’s Share
Option Schemes is as follows:

BREXE
Number of share options
RZB-=f&
t=A
RZB-=%- =1-A
RHAH % A-EHATE FAERY HFRETE FAEE#E  HAGR
Outstanding Granted  Exercised  Cancelled Outstanding
Exercise at during during during at
Date of grant price 1.1.2013 the year the year the year  31.12.2013
BT
HK$
ERMRIESE  0ld Share Option Scheme —EEMERA++A 1590 400,000 - - = 400,000
17.5.2004
ZEERETAZTRA 2.004 576,000 = = - 576,000
24.10.2005
ZZTt4EMA=A 4.050 828,000 = (150,000) - 678,000
3.4.2007
“EEN\ETA=T-H 1.950 580,000 = (40,000) - 540,000
31.10.2008
ZEENETATRA 4536 1,590,000 = (110,000) - 1,430,000
5.10.2009
3,974,000 - (300,000) - 3,674,000
HERESLE New Share Option Scheme ZE—=£—A+—HR
11.1.2013 5.942 - 7,520,000 - (90,000) 7,430,000
BT B e BT B
HK$ HKS HK$ HK$ HKS
MELHER Weighted average exercise
TEE price per share 3394 5.942 3.948 5.942 5.084
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31.Share Option Schemes (continued)

BE-Z——-—F+-A=+—HLFE
For the year ended 31 December 2012

BREHE
Number of share options
R=B-ZF
RZB-ZF t=A8
) —A-A £ £R =+-H
RAAH B HATE BT B HRTE
Outstanding  Exercised  Cancelled Outstanding
Exercise at during during at
Date of grant price 1.1.2012 the year the year  31.12.2012
BT
HK$
EBMRESE  0ld Share Option Scheme “ZINFRATEA 1590 400,000 - = 400,000
17.5.2004
“ETRETACTIE 2004 676000 (100,000 - 576,000
24.10.2005
ZTRLENA=A 4.050 954,000 (126,000) - 828,000
3.4.2007
“EEN\ETA=T-H 1.950 750,000 (170,000) - 580,000
31.10.2008
ZZENETARA 453 1,988,000 (378,000) (20,000 1,590,000
5.10.2009
4,768,000 (774,000) (20,000 3,974,000
BT BT BT BT
HK$ HK$ HK$ HKS
MEFHER  Weighted average exercise
1@ price per share 3.426 3.562 4536 339%
EBOER FERERNESEE Details of the options held by the directors included in the
BERRIE Y SEBINT above tables are as follows:
BREHA
Number of share options
RZB-ZF
R=B-=f =
) -A-H : =+-8
BHAS ik HRAR  FRERY  FREAR  HAGR
Outstanding Granted  Exercised Outstanding
Exercise at during during at
Date of grant price 1.1.2013 the year the year  31.12.2013
BT
HKS
EfREE]  0ld Share Option Scheme “EIMERATH 1500 400,000 - - 400,000
17.5.2004
“ETRETAZTHA 2004 400,000 - - 400,000
24.10.2005
“ETLENA=A 4,050 400,000 = - 400,000
3.4.2007
ZERN\ETA=T-A 1.950 200,000 - - 200,000
31.10.2008
“ZENETRRA 453 400,000 - - 400,000
5.10.2009
1,800,000 - - 1,800,000
MERESE New Share Option Scheme ZE-=5-At-H
11.1.2013 5.942 - 600,000 - 600,000

181



182

EES

HERIETEEAFRAA Yip' s Chemical Holdings Limited

31. B EsT &8l

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

31.Share Option Schemes (continued)

BEREHE
Number of share options
RZB-ZF
RZF-ZF t=A
-B-B HnERE E{ =t-H
REAH k@  HAAE  HHER B KR
Transfer
to other
Outstanding category  Exercised Outstanding
Exercise at during during at
Date of grant price 1.1.2012 the year the year  31.12.2012
B (FizE)
HKS (Note)
ERRiEHS Old Share Option Scheme ~ —EZMER A++H 1590 400,000 - - 400,000
17.5.2004
ZERRETACTREA 2.004 400,000 - - 400,000
24.10.2005
ZZTLENA=A 4,050 400,000 - - 400,000
3.4.2007
“ZZ\ETA=1-H 1.950 300,000 (100,000) - 200,000
31.10.2008
“ZENETATRA 4536 600,000 (200,000) - 400,000
5.10.2009
2,100,000 (300,000) - 1,800,000

Mt EF T ERAEEE T ——F—A
—HBEIK - BREAAREMN B
BEETT—=F+-RA=+—H-

BE_T—=F+_A=+—H1t
FERITERBRER A niEFEs
REARTAIGBL(ZE — = F:
5.835%87L) c R&EHE HMARITIER
Btk 2 FHFIBE N FHRT.35F
(ZZE—=F : 499%F) -

HE-_T—=F+-"A=+—H1
FE - BEBEHERESE - AQA
RITE(E 57 B R #ES.94278 7T [
RERSEE(RIEARRESRE
8 ) & ££7,520,00017 B AL 4E -
RELBHREAM = — A RETE
BiEEEENETNBEREAR
737,755,000/ 7T °

Note: Mr. Ting Hon Yam has been retired as director since 1 January
2012 and acts as a consultant of the Company till 31 December
2013.

The weighted average share price at the dates of exercise of
share options during the year ended 31 December 2013 was
HK$7.416 (2012: HK$5.835). The options outstanding at the
end of the year have a weighted average remaining contract
life of 7.35 years (2012: 4.99 years).

During the year ended 31 December 2013, a total of 7,520,000
share options were granted to qualified participants,
including the directors and employees of the Company, at
an exercise price of HK$5.942 per share option under the
terms of the New Share Option Scheme. The fair values of
the options determined at the date of grant using the Black-
Scholes option pricing model were HK$7,755,000.
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31.Share Optlon Schemes (Continued)

All share options granted under the Old Share Option
Scheme vested immediately at the dates of grant with the
exercisable period of ten years from the dates of grant. The
share options granted under the New Share Option Scheme
during the year are exercisable commencing from 11 January
2015 to 10 January 2023.

The following inputs into the model were used to calculate
the fair values of share options being granted to qualified
participants during the year ended 31 December 2013:

RELHBH

At the date of grant
4= ==
Directors Employees
B HR(E Grant date share price 5.8607 7T 5.8607 7T
HK$5.860 HK$5.860
1TEE Exercise price 5.9427 7T 5.9427 7T
HK$5.942 HK$5.942
Ta ERF HA Expected life 5.6834F 3.8604F
5.683 years 3.860 years
i‘ﬂﬁﬂfﬁmﬁ Expected volatility 34.426% 32.475%
Bk #E = Dividend yield 3.751% 3.751%
[\ g2 Fl = Risk-free interest rate 0.477% 0.284%
E%Hﬁ%iﬁﬁ’i” Option type 2 B
Call Call

%Eﬁﬁﬂﬂéﬁ’lﬂfc@ﬂ%ﬂﬁéﬁﬁm P
n—-HRATEEREEEER -

BEEA A ERMER E’J“%USZTEX
RIODNEENHREGLARELE - &

BRBRRMEEE  AEEHER
BARERE
AEERBE_Z—=F+ZA=

+—BHLEFERARRRLE ZER
HEME R #AF 53,878,000 L (=&
— 4 fE) o

The Black-Scholes option pricing model has been used to
estimate the fair values of the options. The variables and
assumptions used in computing the fair values of the share
options are based on the directors’ best estimate. Changes in
variables and assumptions may result in changes in the fair
values of the options.

The Group recognised the total expenses of HK$3,878,000
for the year ended 31 December 2013 (2012: nil) in relation
to share options granted by the Company.
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32. & iE 32.Commitments
—E—= —E——F
2013 2012
FET FAET
HK$'000 HK$'000
BREAWEEYIEE - BiFE  Capital expenditure in respect of the
A e L R acquisition of property, plant and equipment
B2 ERRX and land use rights
—BEI#{B4E A8 — contracted for but not provided in the
R R T B consolidated financial statements 90,439 50,906
— B RREERFTA — authorised but not contracted for 487,139 517,683
33. RREHN AL 33.0perating Lease Commitments
AEBERAEEA The Group as lessee
RI{EHR  REEFRR THIEH At the end of the reporting period, the Group had
EmZHEYEZ TR HEESTE outstanding commitments for future minimum lease
HyMmBAERN R R KRB ERE: payments under non-cancellable operating leases in respect

of rented properties which fall due as follows:

—E-=F T

2013 2012

FExT FHTT

HK$'000 HK$°000

—FE R Within one year 12,783 15,671

E_ZFRF In the second to fifth year inclusive 23,269 51,404
(BERMFEBFEEN)

hFi& After five years 32,964 55,502

69,016 122,577

RIREAREETSL 2 A - HERK Under the leases entered into by the Group, the lease terms

RiGHMERAZE=1TF1F - and rentals are fixed from four months to thirty years.
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33.0perating Lease Commitments

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:
—E-—=F —ET——F
2013 2012
FH&T FAT
HK$'000 HK$'000
—FR Within one year 3,312 3,312
E_ZFERTF In the second to fifth year inclusive 1,242 4,554
(BEEMEREEA)
4,554 7,866

RRR=F  HANNEEEOE
RS -

BEEALIRS

FWRN - ALK E S R Z 960,000
(=& — — £ : 960,000/ 7T ) &
600,000/ 70(=Z— =4 : 600,000
BIL)He TAEEREERAA
([BE)REEREFRAR( =
#) ARACESEERKEER
ErH oA IR EREEEERS
PR e s o

TREBEABRARAZESE - I
EH 2 FBENIEEG ©

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

34.Related Party Transactions

During the year, the Group paid rent of HK$960,000
(2012: HK$960,000) and HK$600,000 (2012: 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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35. R ERIET &

RER B 2 AR R SR R AT &) 5B
B RS2 T B KET 81 ([ B RIKET
gD EREBRBZEIR_FTFT
FH- AR z@ES 887
B8] - RFFEICEERANE
BrEENIRREE  BXRATE
ZERESAFA - £RE S
PRI Z B R AR RKET BB
Z BB AR RS2 BRI
SAEERTEEFE ER_ZE
ZRE+ A — B AR ABRE
SEZREFT2RBESE -

AR R H AR 2 8 A RES
Ty BT E 2 B & ERIR
BAFEZKE - HWEHBRARZ
HAREEHFEZETEDL 1
RZBRBHFEZES - AKHE
ZHE—RERAZERKEN SR
HEERHK -

P AIB T 2 K7 538,537,000/ 7T
(==& — — 4 : 32,040,000/ 7T )
REAEBIZTERANFTRZ L=
FEMZETEIED T ER 2 #
KRN BE—=F+=-_F=+—
H - Bt¥REs A FE A 2 #E50455,000
BIL(ZZF— =1 : 494,000/ )17
KT FZETE - ZERBERR
HEARBEEZANT ©

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

35.Retirement Benefit Plan

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$38,537,000 (2012:
HK$32,040,000) 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 2013, contributions of HK$455,000 (2012:
HK$494,000) 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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36.Acquisition of a Subsidiary

On 13 December 2013, the Group acquired 60% of
the equity interests of 2 F ZE ¥ & X1 )5 B R 2 7] for
consideration of R\MB6,000,000 (equivalent to approximately
HK$7,688,000). This acquisition has been accounted for

using the purchase method. The amount of a gain from a

bargain purchase arising as a result of the acquisition was
HK$6,308,000. EEZERK AR EIAEBR A is engaged in the
manufacture of resin and it was acquired so as to continue
the expansion of the Group’s coatings operations.

T
EEERE Consideration transferred HK$'000
Be Cash 7,688
RUREE B BIER Z FrEE A Assets acquired and liabilities recognised at the date FHT
EEREBUT : of acquisition are as follows: HK$'000
Y% - BB Mk (FEE13) Property, plant and equipment (note 13) 38,426
U N gtk Prepaid lease payments 15,388
FE Inventories 1,564
JE Uit BR X N EL i FE LUK BR X Trade and other receivables 2,404
IRITHEBR MRS Bank balances and cash 940
JEATBR TR N E b B ST BR 3K Trade and other payables (159)
BHE - —FRF|H Borrowings — amount due within one year (35,236)

23,327

F&IT
W EE 2 R E W W Gain from a bargain purchase arising on acquisition: HK$'000
EEEAE - Consideration transferred:
AR & By cash 7,688
o EEELAKER Plus: Non-controlling interests (40% in 2/ #E 54 A8l g 9,331

BRAFL0% 2 BRAA)
FEIE AR R

B BEBAFEE Less: Net assets acquired (23,327)
W iE 2 A 2 R B e Gain from a bargain purchase arising on acquisition (6,308)
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RERK W IEREER S KEEER
N A B FER B I E6,308,000
B HEWRERSEBRERM
TFTEFARAREES A RITOE
H2ERKRENRB AR ZFGER
BHEERENRE ARAREER
A B IE T E SRR UE R

BHREELEZHBERBWREE
AREL ©

—ZT—=HF+=-A=+—HIFE For the year ended 31 December 2013

36.Acquisition of a Subsidiary (continved)

Gain from a bargain purchase of HK$6,308,000 was
recognised upon completion of the acquisition of BEEX A
Rk HEIREBBR A E]. The gain from a bargain purchase is mainly
attributable to the immediate exit opportunity offered to
the vendor and the consideration that was mutually agreed
between the parties, with reference to the residual value
of the subsidiary acquired. In the opinion of the directors
of the Company, the above is the key factor leading to the
recognition of a gain from the acquisition.

None of the gain from a bargain purchase arising on the
acquisition is expected to be taxable for tax purposes.

KRREE
FABEEERA R Net cash outflow arising on acquisition of THT
SlEZRERERL BEERSRBEERAR HK$'000
BENELAE (M) Cash consideration paid (Note) 5478
o ERNBEE MRS EE  Less: cash and cash equivalent balances acquired
JBE (940)
4,538

BsE : 8RR & K(82,210,000/8 T (5T A
RZT—=F+=-A=+—H&R
PHEAB)ER-_T—HF—AHAE
SEZ -

REMAFBIEEEELANEES
RARIEEMNRBEINEREIGEHNER
1,174,000 7T - #HULHE B 5T+ F
N EEEXAKERRERA RN
A IRES

HAEBER -_E—=F—7 —
HEK 2FEEBKREEA
9,956,536,000/8 7T * K ANF 4L F #%
%299,205,0008 7T © 5= ERHEE
SRRV AMBER - —=4F
—A—HERASEZERNER
Was REHEET - MR EAIER
BIRIREELE -

Note: The remaining cash consideration of HK$2,210,000, in which
included in current liabilities as at 31 December 2013, was
settled by the Group in January 2014.

Included in the profit for the year is a loss amounted to
HK$1,174,000 attributable to the additional business
generated by BEFEX S KEIRE AR 2 E]. No revenue for the
year was generated from EEZELAKBAEBRAF since
the date of acquisition.

Had the acquisition been completed on 1 January 2013,
total group revenue for the year would have been
HK$9,956,536,000, and profit for the year would have been
HK$299,205,000. The pro forma information is for illustrative
purposes only and is not necessarily an indication of revenue
and results of operations of the Group that actually would
have been achieved had the acquisition been completed on 1
January 2013, nor is it intended to be a projection of future
results.
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(ii)

R-E—=FFA=+—8H "
AEBERBIE=ZFRIERE
KRB AE%2,100,0007T (4948
12,658,000/ 7T) HEHR
WER R R AR EHBRA
AI(ORYIARF D) H 2 P iERT
VEEHE - FIABRER
BYTRIEED  RXSER
—E—=FXA+tBZEK-

R=ZZT—=FtA=+RH" &
EEES 2B E =L
R4 R EAR26,500,0007T
(#)#8 & 133,729,000/ 7T )
HEERWB AR ETESE
BmARAR(ETEE A
EE R BB s o T
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36.Acquisition of a Subsidiary (continved)

37.

In determining the ‘pro-forma’ revenue and profit of
the Group had the new subsidiary been acquired at the
beginning of the current year, the directors have calculated
depreciation of property, plant and equipment and prepaid
lease payments acquired on the basis of the fair values
arising in the initial accounting for the business combination
rather than the carrying amounts recognised in the pre-
acquisition financial statements.

Disposals of Subsidiaries

()

(ii)

On 31 May 2013, the Group entered into a sale and
purchase agreement with an independent third party
for disposal of its entire equity interests in a subsidiary,
IR EHER AR (“SDL”), at a cash consideration
of RMB2,100,000 (equivalent to approximately
HK$2,658,000). SDL was engaged in the provision of
logistic services and the transaction was completed on
17 June 2013.

On 30 July 2013, the Group entered into another sale
and purchase agreement with another independent
third party for disposal of its entire equity interests in a
subsidiary, Zhanjiang Best Lubricant Blending Limited (/&
TLESEEMAR AR (“ZBLB”), at a cash consideration
of RMB26,500,000 (equivalent to approximately
HK$33,729,000). ZBLB was engaged in the manufacture
and trading of lubricants and the transaction was
completed on 31 August 2013.
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37. HEMB AT @

ZEMBARNLE RN EEF

37.Disposals of Subsidiaries (continued)

The net assets of subsidiaries at dates of disposal were as

EF : follow:
A E
=a
Total
FA&TT
EWAKRE : Consideration received: HK$'000
B UWIRE Cash received 36,387
&&F
Total
KREEFIENEER T
BBEND T Analysis of assets and liabilities over which control was lost: HK$'000
Y% - BB KR E Property, plant and equipment 3,486
JFE WS AR R % L A
U BR SR Trade and other receivables 4,455
RITHEBRIIRE Bank balances and cash 29,274
BEHEREE Net assets disposed of 37,215
HEWBARMEIE :  Loss on disposals of subsidiaries:
B U & B Consideration received and receivable 36,387
BEHEFEE Net assets disposed of (37,215)
HEMB AR/ ER Loss on disposals of subsidiaries (note 7)
(HI&E7) (828)
HEZREFHEAA :  Net cash inflow arising on disposals:
HeRE Cash consideration 36,387
W BB 2 IRITER
ek Less: bank balances and cash disposed of (29,274)

7,113
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38.Principal Subsidiaries

ARRIZEEWB AR ZFFBUT: Details of the Company’s principal subsidiaries are as follows:
BEf AEEFARIEERARE/
ARER B/ B4/ 2RERZEE &R IERH
Name of company Place of Nominal value of Proportion of Principal activities
incorporation/ issued share capital/ nominal value of
registration registered capital issued share capital/
registered capital
held by the Group
—E-zf -
2013 2012
[EEARARAA &8 ERR- 281 100% 100% MERE
Base Rich Development Limited ~ Hong Kong Ordinary - HK$2 100% 100% Property investment
LA I(L8)ERAR  hEAR-BENELE BAER - ARH2,000,0007 100% 100% EEREREH
Bauhinia Chemical (Shanghai) ~ Mainland China - wholly Capital contribution - 100% 100% Trading in solvents and coatings
Company Limited owned foreign enterprise RMB2,000,000
RATER(LB)ERAR  PEAR-BENELE AR~ 40.800,000%T 100% 100% HEREEAHRAR
Bauhinia Coatings Mainland China - wholly Capital contribution - 100% 100% Manufacturing of and trading in solvents
Manufacturing (Shanghai) owned foreign enterprise USD40,800,000 and coatings
Co., Limited
Bauhinia Paints Limited EERNES LRk 100057 100% 100% REHR
British Virgin Islands Ordinary-HK§1,000 100% 100%  Investment holding
LAtRARB)ERAT  EAR-BENALE EAER - ARH28,000,0007 100% 100% HEREEAHREH
Bauhinia Paints Manufacturing ~ Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in solvents
(Chengdu) Company Limited ~ owned foreign enterprise RMB28,000,000 and coatings
AP RBERAT 3 ERR- 2087 100% 100% EEREREH
JERERR - 600,007 B3t (a) fizta)
Bauhinia Paints Manufacturing  Hong Kong Ordinary - HK$20 100% 100% Trading in solvents and coatings
Limited Deferred - HK$600,000 note (a) note (a)
ZATEA(LB)ERAR  hEAR-BENELE BRER - 60000057 100% 100% HEREEAHRAR
Bauhinia Paints Manufacturing ~ Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in Solvents
(Shanghai) owned foreign enterprise USD6, 100,000 and coatings
Company Limited
LAtRACIR)ERAR  EAR-BENALE BAEH - 16,000,000 100% 100% REREEAWREH
Bauhinia Paints Manufacturing ~ Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in Solvents
(Shantou) Co., Ltd. owned foreign enterprise HK$16,000,000 and coatings
RATEA(RINERAR  hEAR-BENELE HAEA - 28,800,000%7 100% 100% HEREEAHRAR
Bauhinia Paints Manufacturing ~ Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in solvents

(Shenzhen) Company
Limited

owned foreign enterprise

HK$28,800,000

and coatings
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3. T EMBE AT » 38.Principal Subsidiaries (continued)

BEf AEERERECRARE/
ARER R/ Bx/dREX2EE AMEAZAAL ELE
Name of company Place of Nominal value of Proportion of Principal activities
incorporation/ issued share capital/ nominal value of
registration registered capital issued share capital/
registered capital
held by the Group
ZE-=F  “F—f
2013 2012
FRMRE(TL)ERAT  hEAR-BENALE BAER - ARH83,000,0007 100% 100% BERREER
Bauhinia Variegata Ink & Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in coatings
Chericals (Hebei) Limited owned foreign enterprise RIMB88,000,000
FRNAB(ITERAR  PEAE-BENELE EZRER - 1500000057 100% 100% BEREEEH
Bauhinia Variegata Ink & Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in coatings
Chemicals (Zhejiang) Limited ~ owned foreign enterprise USD15,000,000
EENAB(TIL)ERAR  HEAR-BANELE BREH - 180,000,007 100% 100% ZEREEEH
Bauhinia Variegata Ink & Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in coatings
Chemicals (Zhongshan) owned foreign enterprise HK$180,000,000
Limited
EEEERERAT Bk ERR- 281 100% 100% EEFRA
Best Lubricant Blending Limited ~ Hong Kong Ordinary - HK$2 100% 100% Trading in lubricants
ABREBRAT] B EBR- 1000087 100% 100% WERE
Big Youth Investments Limited ~ Hong Kong Ordinary - HK$10,000 100% 100%  Property investment
it TRRHARAT Bt EER- 160,000%7 75% 5% REZRREEAN
Concord Chemical Storaging ~ Hong Kong Ordinary - HK$160,000 75% 75% Investment holding and trading in
Limited solvents
RERE(EN)BRAR hEAR-BENELE B7RER - 24,500,008 7 100% 100% SEREEZH
Da Chang Polymers (Huizhou) ~ Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in coatings
Limited owned foreign enterprise HK$24,500,000
ERCFEREIRKOR)  REAE-BENELR BARER - 23,000,000 100% 100% CXERRFEHRSE
ERAT
Dao Ming Business Mainland China - wholly Capital contribution - 100% 100%  Corporate management and consultation
Management Consultancy owned foreign enterprise HK$23,000,000 services
Senvice (Shenzhen) Company
Limited
REATHERBERERD HEAE-BENELE EZRER - 50,000,000/ 7 100% 100% SEREEEEH
il
Dongguan Pacoil Lubricant Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in ubricants

Company Limited

owned foreign enterprise

HK$50,000,000
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38.Principal Subsidiaries (continued)

BEf AEEEERECRARE/
ARER R/ Bx/dREX2EE AMEAZAAL ELE
Name of company Place of Nominal value of Proportion of Principal activities
incorporation/ issued share capital/ nominal value of
registration registered capital issued share capital/
registered capital
held by the Group
ZE-=f  CEZ-Cf
2013 2012
SRERAA Bt LAR- 28 100% 100% xRE
Goldchain Limited Hong Kong Ordinary - HK$2 100% 100%  Property investment
EEARAA BES: LA %1 100% 100% RERHK
Great Success Limited Samoa Ordinary - USD1 100% 100% Investment holding
A TERARAA Bk £ 600,00037 100% 100% REABKREEAY
Handsome Chemical Hong Kong Ordinary - HK$600,000 100% 100% Investment holding and trading in
Development Limited solvents
Al TREARAT Bt LR 60,0008 100% 100% fRit R AR
Handsome Chemical Services  Hong Kong Ordinary - HK$60,000 100% 100% Provision of treasury services
Limited
[B22H(25)BRAR REAE-BANELE EAEH - 20,000,007 100% 100% ZEREERBREH
Hang Cheung Coatings Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in solvents
(Hui Yang) Limited owned foreign enterprise USD20,000,000 and coatings
BEER(HL)ARAR HEAE-BENELE BRER - 25,000,005 100% 100% HEREEAHREH
Hang Cheung Coatings Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in solvents
(Zhejiang) Limited owned foreign enterprise USD25,000,000 and coatings
Hang Cheung Petrochemical ~ EBELES LEk- 1% 100% 100% &R
(International) Limited British Virgin Islands Ordinary - USD1 100% 100%  Investment holding
BEAMLIARAR Bk £k~ 800000%T 100% 100% ERREAMREH
Hang Cheung Petrochemical ~ Hong Kong Ordinary - HK$800,000 100% 100% Manufacture of and trading in solvents
Limited and coatings
EERERARERAA &% LER- 281 100% 100% REREREH
Hang Cheung Procurement & ~ Hong Kong Ordinary - HK$2 100% 100%  Merchandising of solvents and coatings
Logistics Limited
Hang Cheung (W.S.) Limited BT LAk 131 100% 100% RELERK
Samoa Ordinary - USD1 100% 100%  Investment holding
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38. T EME AT (&)

38.Principal Subsidiaries (continued)

BEf AEERERECRARE/
ARER R/ Bx/dREX2EE AMEAZAAL ELE
Name of company Place of Nominal value of Proportion of Principal activities
incorporation/ issued share capital/ nominal value of
registration registered capital issued share capital/
registered capital
held by the Group
ZE-=F  “F—f
2013 2012
BERRERR(RRE)ER 2R ZRiR - 149,665 100% 100% RERR
R Bt - 33587 W) Hiit(a)
Hong Kong Bauhinia Paints Hong Kong Ordinary - HK$149,665 100% 100%  Investment holding
Manufacturing (Greater Deferred - HK$335 note (a) note (a)
China) Company Limited
ENEELTARAT TEAR-FANALE EAERI- ARE15,000,0007 75% 5% BEREERH
Huizhou Shengda Chemical Mainland China - wholly Capital contribution - 75% 75% Manufacture of and trading in solvents
Company Limited owned foreign enterprise RMB15,000,000
IPRELISRARAA  HEAE-AEARLE EAEH - 149,800,000%T 75% 5% BEREEAH
Jiangmen Handsome Chemical ~ Mainland China - equity joint  Capital contribution - 75% 75% Manufacture of and trading in solvents
Development Limited venture HK$149,800,000
IRRURNRRERAR  DEAR-BENMELE ZAER - 53,000,007 75% 5% REREERA
Jiangmen Thansome Solvents  Mainland China - wholly Capital contribution - 75% 75% Manufacture of and trading in solvents
Production Limited owned foreign enterprise HK$53,000,000
ATHEERERERAR Bk LR 100007 100% 100% SHERESFRM
Pacific Special-Lube Limited Hong Kong Ordinary - HK$10,000 100% 100% Manufacture of and trading in lubricants
Primer Limited EED LER- 1% 100% 100% HAER
Samoa Ordinary - USD1 100% 100%  Investment holding
Prophet Investments Limted ~ RER%ES LEk- 131 100% 100% RERK
British Virgin Islands Ordinary - USD1 100% 100%  Investment holding
IRERR(LR)ERAR  REAE-BENERE ERER - 250,005 100% 100% EEHER
(AR LEBRERMERA
)
(formerly known as Mainland China - wholly Capital contribution - 100% 100% Trading in lubricants

Shanghai Pacoil Special Lube
Co,, Limited)

owned foreign enterprise

UsD250,000
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38.Principal Subsidiaries (continued)

BEf AEERERECRORE/
ARER R/ R4/ dfErzEE AMEAZAAL IEEH
Name of company Place of Nominal value of Proportion of Principal activities
incorporation/ issued share capital/ nominal value of
registration registered capital issued share capital/
registered capital
held by the Group
$-=F F-f
2013 2012
MIESEERARAR hEAE-BENELE E7EH - ARH1,000,0007 100% 100% EEERH
Shenzhen Best Lubricant Mainland China - wholly Capital contribution - 100% 100% Trading in lubricants
Blending Limited owned domestic enterprise RMB1,000,000
FACTHEIZERAR  TEAE-BEMELE HAER - 396,800,000%7 75% 5% BEREERH
Taixing Jinjiang Chemical Mainland China - wholly Capital contribution - 75% 75% Manufacture of and trading in solvents
Industry Company Limited owned foreign enterprise HK$396,800,000
RRESHRRERAR hEABE-BAMEGE B EE- 840000057 100% 100% HEREEERM
Tianjin Best Lubricant Blending ~ Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in lubricants
Co., Limited owned foreign enterprise HK$8,400,000
TM Holding (Hang Kong) Bt EAR- 28n 100% 100% HEER
Limited Hong Kong Ordinary - HK$2 100% 100% Holding of trademark
T™ Holding Limited AERIHS Eak- 18T 100% 100% HEHR
British Virgin lslands Ordinary - HK$1 100% 100% Holding of trademark
ERRBIR(AFRRRE M L1k 100,0002%% 100% 100% FREHRAMRS
k) ERAT B EERBRITH
Totalle Procurement Logistics ~ Macau Ordinary - MOP100,000 100% 100%  Commercial and services agents, overseas
(Macao Commercial selling activities and back offices
Offshore) Limited
Yip's Chemical (8V)) Limited ~~ RERXES LER- 500ET 100% 100% RE#ZK
British Virgin lslands Ordinary - HK$500 100% 100%  Investment holding
ERLIRARR(LE)AR  TEAR-BENALE EXER - 5,000,000%T 100% 100% HERRAE
Rl
Yip's Chemical Research & Mainland China - wholly Capital contribution - 100% 100%  Research and development
Development (Shanghai) owned foreign enterprise USD5,000,000
Company Limited
FRfBE(£8)5RAT A BRIk 999,500%T 100% 100% REBRREERS
Yip's H.C. (Holding) Limited ERTR- 50057 K@) fizte)
Hong Kong Ordinary - HK$999,500 100% 100%  Investment holding and provision of
Deferred - HK$500 note (a) note (@) services
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38. T EME AT (&)

38.Principal Subsidiaries (continued)

BEf AEERERECRARE/
ARER R/ R4/ SfErzEE AMEAZAAL ELE
Name of company Place of Nominal value of Proportion of Principal activities
incorporation/ issued share capital/ nominal value of
registration registered capital issued share capital/
registered capital
held by the Group
ZE-=f  CE-CfF
2013 2012
ERTRARERAA A LR - 10,0087 75% 5% RESREREERH
Yip's Industrial Holdings Hong Kong Ordinary - HK$10,000 5% 75%  Investment holding and trading in
Limited solvents
SRRBARAA Bt EBR- 200%T 100% 100% EEZH
Yip's Ink and Chemicals Hong Kong Ordinary - HK$200 100% 100% Trading in coatings
Company Limited
FRAZ(£8)5RAT & EEk- 281 100% 100% RERRREERH
Yip's Ink & Chemicals (Group) ~ Hong Kong Ordinary - HK$2 100% 100%  Investment holding and trading in
Limited coatings
EhE( L) ARAR hEAE-BENELE ARER- 4,340,000 100% 100% SEEREERH
Yip's Ink & Chemicals Mainland China - wholly Capital contribution - 100% 100% Manufacture of and trading in coatings
(Shanghai) Company Limited  owned foreign enterprise USD4,340,000
ERRRR(RR)BRAR A% E@Hk- 20000047 100% 100% SEREEERM
(MRATFRRARAR)
Yip's Lubricant Limited Hong Kong Ordinary - HK$290,000 100% 100% Manufacture of and trading in lubricants
(formerly known as
Pacific Ol & Chemical
Company Limited)
Yip's Pacific Limited RBROEE LB 36,251,008 100% 100% RE#ZK
British Virgin Islands Ordinary - HK$36,251,000 100% 100%  Investment holding
ELESERRERAR PEAE-RERELE AER-3,800,000%T (H&E37) i) ZERERERH
Zhanjiang Best Lubricant Mainland China - Capital contribution - (Note 37) note (b) Manufacture of and trading in lubricants
Blending Limited equity joint venture USD3,800,000
EREVAREEERAR  hEAR-SERERE £k - 9300,000%7T 60% - BEREEHR
(H36)
Mainland China - Ordinary - USD9,300,000 60% - Manufacture and trading in resins
equity joint venture (Note 36)



38. X EtB A Flw

BT -

(@) FHAKERBFZETKRGERE
WER B B sk E sz A Rl R A&
ZBERHFETMZARBEKXR
ERETLERE - EBERE
TERBEBEANAEE)EES
BREMAERG I M2 ERRE
100,000,000,0005% jT * Bl if FE %
DEEATBENZARFBREE
FERERESZERERD
B o

(b) AEERBEIHEEFRAR(E
BEDHREREERILEEZ
80% K20% ° RINETLH 2 ME—H
ERHILERE 2 — 8 T (5
RERNE LRSS E—HEE
BrzHik) REEHESETES
RAZ B FE 1,190,000/ 7T (R A
SRS tfe) - &
DESERARNARZZENER
Al - ﬁﬁ&i%&)\ZiiﬁﬂﬁT\%ﬁX
AEBEEZ D ©

BrYip's Chemical (BVI) LimitedF7x
NAEERFREN FEETHER
RIERREERSAE - REABERM
B2 REER AT - A Lt
REIZ EELEEZMHHR/ERB
BXAL/ FEff 2 HhE o

ERFAIAEB B RRNES
RRETVEAEEEENEESLR
BZEITEMBEAR -  EFERRIE
HMBEARZABRERTRR
=

(=)

EMBANR-E—=#+=A=
+— B R EARR RS
8% -

Bi#$|®E  Financial Statements

—=%FEF#H 2013 Annual Report

HE-_T—=F+=-A=+—HIFE For the year ended 31 December 2013

38.Principal Subsidiaries (continued)

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.

(b)  ZBLB is owned legally as to 80% by the Group and 20% by
Zhanjiang 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 2013 or at any time during the year.
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38.Principal Subsidiaries (continued)

The table below shown details of non-wholly owned
subsidiaries of the Group that have material non-controlling

interests:
FERERERZ
WEAR R FRALBER gL 44
TERERY REBESELA it
Place of Proportion of ARTFER FERER
incorporation  ownership interests and B 2R Accumulated
and principal place  voting rights held by Profits allocated to non-controlling
Name of subsidiary of business non-controlling interests non-controlling interests interests
—g-=f -T--Ff ZB-=f —-F--F C-B-=f -—T--%
2013 2012 2013 2012 2013 2012
TR THL TAL THET
HK$'000 HK$'000 HK$'000 HK$'000
IARECIERERADRENBAT i 25% 25% 29,338 29093 195008 179,080
(NIFRERE])
Jiangmen Handsome Chemical Development PRC
Limited and its subsidiary (the “Jiangmen
Handsome Group”)
Bt IERERARRENEAR Y
(TpmsEl)
Concord Chemical Storaging Limited and its HK 25% 25% 32,217 34,494 231,504 190,995

subsidiaries (the “Concord Group”)

BRAEEREREEREERERZ
MIE AR EM(REE BN
WEEMNREDBEHINAT - AT
MBERMESBIHEBRER S A
ZHER -

Summarised financial information, which are prepared
in accordance with HKFRSs, in respect of the Group’'s
subsidiaries that have material non-controlling interests
is set out below. The summarised financial information
below represents amounts before elimination of intragroup
transactions.
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38. X EMB ARl 38.Principal Subsidiaries (continued)
—E-Z=f —T——F
2013 2012
TET THAT
HK$'000 HK$'000
IFRERE Jiangmen Handsome Group
EERE Turnover 3,507,757 2,540,765
S Expenses (3,390,406) (2,424,324)
AREMF Profit for the year 117,351 116,441
ANFEEEM B Total comprehensive income for the year 138,495 106,803
FRBEE Non-current assets 301,102 231,813
RBEE Current assets 1,265,294 1,097,809
nEAE Current liabilities (785,128) (611,592)
EREERE Non-current liability (1,259) (1,673)
Gl Total equity 780,009 716,357
mEER 7B FEOR  Net cash (outflow) inflow from operating
H)RA activities (45,538) 184,563
REER 2IHEFERE  Net cash outflow from investing activities (84,941) (274,339)
BMEEB2IEEHERA  Net cash inflow from financing activities 71,281 16,348
BeFER Net cash outflow (59,198) (73,428)
AT IR AR A RS AR B Dividends paid to non-controlling interests (5,898) (12,206)
—E-=F —T——F
2013 2012
TET TAT
HK$'000 HK$'000
HHEE Concord Group
R Turnover 2,612,424 2,500,987
T Expenses (2,483,555) (2,363,009)
IRE LG Profit for the year 128,869 137,978
ANFEEM B Total comprehensive income for the year 162,041 147,265
FERBEE Non-current assets 215,782 174,590
mBEE Current assets 1,236,843 1,223,344
mEaE Current liabilities (550,256) (658,815)
EREBAE Non-current liabilities (8,800) (7,591)
G Total equity 893,569 731,528
sk 732 A Net cash inflow from operating activities 268,242 11,965
BEEK 2438 nE  Net cash outflow from investing activities (387,117) (404,388)
BMEEB2IEEHERA  Net cash inflow from financing activities 192,312 276,894

BEFERACRL) Net cash inflow (outflow) 73,437 (115,529)
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39. 5 A A B B AR R & 39.Information about the Statement of

3 M7AY - - PR
&H Financial Position of the Company
RS BRE B ARRQ R M AR R & Information about the statement of financial position of the
BREFE Company at the end of reporting period includes:
—E—=fF —T——F
2013 2012
FTER FHBT
HK$'000 HK$'000
RIB AR ZALEMIHZE  Unlisted investment in subsidiaries 330,358 291,746
FEW —FEIFfT B A B8 Amount due from a subsidiary 921,554 869,016
RITAEER Bank balances 340 569
B EE Other current assets 145 329
WEE Total assets 1,252,397 1,161,660
FER —FEIFT B A B HIE Amount due to a subsidiary (193,097) (59,044)
JErBRAREMEEERE  Accrued charges and other financial liabilities (36,446) (10,778)
REE Net assets 1,022,854 1,091,838
PR (Pff5E28) Share capital (note 28) 56,228 56,186
e (f3E) Reserves (Note) 966,626 1,035,652
AR Total equity 1,022,854 1,091,838
Mk - Note:
RAEERBAEE KRR Z#FEE Movements of the Company’s reserves during the current and the
EEnE prior years are as follows:
FHAT
HK$'000
R-F——%#—HF—H At 1 January 2012 1,007,263
RNEEZER BT Total comprehensive income for the year 113,772
AR T m TR Issue of shares upon exercise of share options 2,677
BERRE Dividend paid (122,886)
BARR S BTG Issue of shares for scrip dividend 34,826
N-ZE——F+=-HA=+—H At 31 December 2012 1,035,652
AFEEREWHE Total comprehensive income for the year 65,618
RUARRAD T HE AR R R (D S 1+ Recognition of equity-settled share-based payments 3,877
A B RS i T T T 2T AR 4D Issue of shares upon exercise of share options 1,151
ERRE Dividend paid (140,546)
FhARR A B BT D Issue of shares for scrip dividend 874

RZT—=F+=A=+—H At 31 December 2013 966,626
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