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EIRECTORS’ REPORT

The directors present their annual report and the audited
financial statements of the Company and its subsidiaries
(hereinafter collectively referred to as the “Group”) for the year
ended 31st March, 2001.

The Company is an investment holding company. Its principal
subsidiaries are engaged in the manufacture of and frading
in high molecular chemical products and mixed solvents, paints,
raw solvents, lubricants, inks and the storage of solvents in bulk.
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The results of the Group and appropriations of the Company
for the year ended 31st March, 2001 are set out in the
consolidated income statement on page 44 and note 10 to
the financial statements respectively. An interim dividend of
2.5 cents per share was paid to the shareholders during the
year. The directors propose a final dividend of 2.5 cents per
share. The balance of the profit for the year, after dividends,
of approximately HKS$14,936,499 is retained as shown in note
23 to the financial statements.
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A summary of the results and of the assets and liabilities of the
Group for the past five financial years is set out on page 98.

Details of and movements in the issued share capital and the
share option scheme of the Company during the year are set
out in notes 21 and 22 to the financial statements respectively.
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EFERE DIRECTORS’ REPORT

Movements in the reserves of the Group and the Company
during the year are set out in note 23 to the financial
statements.

The Company’s reserves available for distribution represent the
share premium, special reserve and accumulated profits. Under
the Companies Law Chapter 22 of the Cayman Islands, the
share premium of the Company is available for distribution or
paying dividends to shareholders subject to the provisions of
its Memorandum and Articles of Association and provided that
immediately following the distribution or dividend the Company
is able to pay its debts as they fall due in the ordinary course
of business. In accordance with the Company’s Articles of
Association, dividends can only be distributed out of the
accumulated profits of the Company, which amounted to
HK$26,225,609 at 31st March, 2001.

PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and
equipment totalling approximately HK$S30 million for expansion
of its business and disposed of a subsidiary which carried
property, plant and equipment with a carrying value of
approximately HK$2.5 million. Details of these and other
movements in the property, plant and equipment of the Group
during the year are set out in note 12 to the financial
statements.

Details of the Group’s principal subsidiaries at 31st March, 2001
are setf out in note 32 to the financial statements.
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Details of the Group’s bank borrowings are set out in note 20
to the financial statements.

No interest was capitalised by the Group during the year.

EERIRFESH) DIRECTORS AND SERVICE CONTRACTS
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The directors of the Company during the year and up to the
date of this report were:

Mr. Ip Chi Shing, Tony
Ms. Ip Fung Kuen

Mr. Yip Tsz Hin, Stephen
Mr. Ng Siu Ping, George
Mr. Ting Hon Yam

BIFHITESE :  Independent hoh-executive directors:
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Mr. Tong Wui Tung , Ronald

Mr. Wong Kong Chi

Dr. Chan Nai Keong, CB.E., J.P.
(resighed on 20th Junhe, 2001)

In accordance with the provisions of the Company’s Articles
of Association, Mr. Yip Tsz Hin, Stephen, Mr. Ting Hon Yam, and
Mr. Tong Wui Tung, Ronald retire and, being eligible, offer
themselves for re-election. All remaining directors continue in
office.

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

The term of office for each independent non-executive director
is the period up to his retirement by rotation in accordance
with the Company’s Articles of Association. The retiring non-
executive directors are eligible for re-election.

The independent non-executive directors’ fees are determined
by the Board of Directors.

EE 51U DIRECTORS’ INTERESTS IN CONTRACTS
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No contracts of significance to which the Company or any of
its subsidiaries was a party and in which a director of the
Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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On 23rd June, 2000, Bauhinia Paints Manufacturing Limited
("BPM™), an indirect wholly owned subsidiary of the Company,
entered info an agreement with Mr. Wang Jian (*"Mr. Wang”),
the owner of Jilin Xiong Yun Furniture Limited, a limited company
established in the People’s Republic of China and being the
joint venture partner of Bauhinia Paints Manufacturing (Jilin )
Co., Ltd. ("BPMJ"), a then indirect 80% owned subsidiary of the
Company, to acquire the remaining 20% equity interest in BPMJ
from Mr. Wang. Under the agreement, Mr. Wang also agreed
to give up his right fo share 20% net profit derived from Bauhinia
Paints Manufacturing (Shandong) Co., Ltd. thereafter. The
Company issued and allofted 46 and 19 new shares respectively
of Bauhinia Paints Limited ("BPL"), a then wholly-owned
subsidiary of the Company, representing 6.5% in total of the
enlarged issued share capital of BPL to American Cently Limited,
a company wholly-owned by Mr. Wang, as the consideration
for the above two transactions.
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Other than the share option scheme of the Company as set
out in note 22 to the financial statements, at no time during
the year was the Company or any of its subsidiaries a party
to any arrangement to enable the directors of the Company
to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

Other than as disclosed in note 22, 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.

E528%5EMm DIRECTORS’ INTERESTS IN SECURITIES
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As at 31st March, 2001, the interests of directors in the shares
of the Company as recorded in the register maintained under
Section 29 of the Securities (Disclosure of Interests) Ordinance
("SDI Ordinance”) were as follows:

B fEx KX E H e

Personal Family Other
EEHU=E Name of director interests interests interests
ESTaE Mr. Ip Chi Shing, Tony — — 194,123,932 ()
EBIB/)\H Ms. Ip Fung Kuen 900,000 — 60,000,000 (<)
BEFBfRE Mr. Yip Tsz Hin, Stephen 900,000 — 60,000,000 ()
REFIrE Mr. Ng Siu Ping, George 232,000 50,000 (b) o
TIENEE Mr. Ting Hon Yam 464,000 — —
BEERRITE Mr. Tong Wui Tung, Ronald — 500,000 (¢) —
BELITE Mr. Wong Kong Chi — 100,000 (d) —

FR 558 T CB.E., J.P.

Dr. Chan Nai Keong, CBE., J.P. — — —
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EFERE DIRECTORS’ REPORT

DIRECTORS’ INTERESTS IN SECURITIES (Cont'd)

Notes:

(a) The interests of Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen and Mr.
Yip Tsz Hin, Stephen in shares of the Company are beneficially
owned by three separate discretionary frusts, the objects of which
include Mr. Ip Chi Shing, Tony and his family, Ms. Ip Fung Kuen
and her family and Mr. Yip Tsz Hin, Stephen and his family
respectively.

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

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

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

Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen and Mr. Yip Tsz Hin,
Stephen each holds one non-voting deferred share of Yip’s H.C.
(Holding) Limited, a subsidiary of the Company.

Other than as disclosed above and certain nominee shares in
subsidiaries held by directors in frust for the Company or its
subsidiaries, at 31st March, 2001, none of the directors or their
associates held any interest in the securities of the Company
or any of its associated corporations as defined in the SDI
Ordinance.
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As at 31st March, 2001, the register of substantial shareholders
maintained under Section 16(1) of the SDI Ordinance shows
that, other than the interests disclosed above in respect of
certain directors, the Company has not been notified of any
interests representing 10% or more of the Company’s issued
share capital.

“ BICERRRIE « SRRSIEESEELEFR] CONVERTIBLE SECURITIES, OPTIONS,
WARRANTS OR SIMILAR RIGHTS

Other than the share option scheme as set out in note 22 to
the financial statements, the Company had no outstanding
convertible securities, options, warrants or other similar rights
as at 31st March, 2001. There was no exercise of convertible
securities, options, warrants or similar rights during the year other
than those disclosed.

225 PURCHASE, SALE OR REDEMPTION OF THE

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

{HfE& MAJOR SUPPLIERS AND CUSTOMERS

During the year, the aggregate purchases and sales attributable
to the Group’s five largest suppliers and customers were less
than 30%.
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AUDIT COMMITTEE

In the opinion of the directors, the Company has complied
throughout the year with the Code of Best Practice as set out
in Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

On 16th November, 1998, the Company formed an Audit
Committee comprising Dr. Chan Nai Keong, C.B.E., J.P. and M.
Wong Kong Chi, both are independent non-executive directors
of the Company. On 18th June, 2001, Dr. Chan Nai Keong,
C.B.E., J.P. resigned and Mr. Tong Wui Tung, Ronald being
appointed as Audit Committe member. Members of the
committee met twice during the year to review the Group’s
final and interim results before they were tabled for the Board’s
approval.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association or the Companies Law of the Cayman
Islands.

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

On behalf of the Board
Ip Chi Shing, Tony
Chuirman

Hong Kong, 28th June, 2001
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