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ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

Hang Cheung Petrochemical Limited’s main business is in the production
and marketing of premium petrochemical products and the provision
of professional services to the foreignfunded enterprises in the Pearl
River Delta region. It has an extensive customer base, serving
manufacturers of a wide range of light industrial products including
foys, paper products, furniture, coatings, flower ribbons, electronic
products and footwear. With two plants located at Buji in Shenzhen
and Baihao in Dongguan, we produce a diverse range of
petrochemicals products such as mixed solvents, industrial paints, paper
varnish and adhesives to meet our customers’ demands.

The Company received the ISOQ001(2000 edition) accreditation last
year, evidencing our commitment to quality management. Moreover,
in order to further enhance our product quality, we introduced
automated control systems for the high molecular chemical products
manufacturing lines in 1999. In addition, our two specialist laboratories
are dedicated fo conducting research and development of our products
and to providing before and after sale technical service support to
our clients. At the same time, our customer service center which is
responsible for providing services to clients such as order processing,
responding to inquiries, fracking of deliveries and handling of
complaints, is totally committed to adopting a one-stop-shop approach

in providing service levels which exceed customers’ expectations.

In view of the capacity constraints of our existing Buji plant, we have
reached agreement with the local government in Xinxuzhen, Huiyang
to invest HK$100 million in a piece of land for the construction of
a new plant to replace the Buji plant in two years. With this new
plant, the Company will be well positioned to meet the increasing

customer requirements.
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Bauhinia Paints Manufacturing Company Limited (“Bauhinia Paints”)
was founded in 1982. In the early days, the Company mainly focused
on industrial paints. Through years of sustained efforts in research
and development, coupled with continued investment in expanding
capacity and setting up manufacturing plants in different regions in
China, the Company's product range has expanded to embrace a
wide range of products which find applications in the construction,
furniture manufacturing, automotive and other industrial secfors. Today,
the quality of Bauhinia paint products is widely recognized and
acclaimed by competitors and customers alike. Since 1994, Bauhinia
Paints have won a place in the Hong Kong Housing Authority’s
approved suppliers’ list, and have been used in the Authority's various
construction and maintenance works.

1993, Bauhinia Paints decided to seek ISOQ001 certification for
its plant in Hong Kong in order to raise its standards of quality
management and to achieve a high standard of quality assurance.
After over a year's efforts, a comprehensive sef of operating manuals
was completed and adopted in September 1994. In March 1995,
Bauhinia Paint's Hong Kong plant was officially certified by the Hong
Kong Quality Assurance Agency as having attained the 1ISO900

accreditation.

After two years of resfructuring, Bauhinia Painfs is now well positioned
fo move forward to capitalize on new development opportunities.
In order fo further enhance the brand equity of Bauhinia Paints, a
range of nonoxic, environmentally friendly construction paint products
has been launched at the beginning of the year in response fo China's
mandafory new national sfandards for coatings materials. At the same
fime, a chain of dedicated sales outlets was set up, forming a well-
established, profected sales network. These new inifiatives have given
new impetus fo the sales of Bauhinia paint products.

After a series of inifiafives fo restructure the products and the distribution
channels and to improve trade debtor controls, the Bauhinia Paint
business has now reached a solid base from which to grow. The
Group intends to increase its investments in the paints business, with
a view fo growing steadily from this solid, healthy base.
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Jiangmen Handsome Chemical Development Limited (“Jiangmen
Handsome”) is a joint venture between the Group and a local
company, Qi Sheng Chemical Development Company Limited. The
joint venture was formed in April 1993, and the main business is
in the production and marketing of butyl acetate and ethyl acetate.
lts capacity is 60,000 metric tons per annum, and turnover is over

$300 million in last year.

The Company is located on the banks of Xi Jiang at the Pearl River
Delta, providing easy transportation of raw materials and finished
products by land as well as by sea. Successful partnership between
our inland pariners providing a strong network for sales and for raw
materials sourcing, and the Group's financial resources and
management experience and support has brought substantial growth
in the business in recent years. A new production line is currently
being constructed and expected to be on stream in December this
year. With the completion of this new production line, fofal capacity
for the production of acetates will reach 100,000 metric tons, and

the Company will become the biggest producer of acetfates in China.
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The main business of Best Lubricant Blending Limited ("Best Lubricant”)
is fo produce various types of lubricants products for industrial and
aufomotive use. To cater to the vast Chinese market, Best Lubricant

has formulated the following strategies:

la) Build different brands like “Hercules”, “Dai Ichi”, “Lubest”, each

with its own positioning fo capture different market fiers.

(b) Improve the distribution logistics between North and South China

by establishing a production operation in Tianjin.

We plan to utilize the existing sales network to develop a further
range of automotive products, including fine chemical car care products
and automotive repair paints. We will actively seek suitable partners

to expedite the development of this initiative.
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Since its founding, Yip's Ink and Chemicals Company Limited ("Yip's
Ink”) has been focusing on developing printing inks for the plastics
film packaging materials. Within four years, Yip's Ink has grown to
become an industry leader (figures atfached below). The notable
achievements in the past year include the fact that in the month of
March 2002, sales reached a record level of 600 metric tons. In
the past year, Yip's Ink also successfully developed prinfing inks for
cigarette packaging and an environmentally friendly alcohol based
inks which meet customers’ approval.

In December 2001, we acquired a renowned ink manufacturer.
Through this acquisition, the Company hopes to gain further
improvements in product technology, enhanced production facilities
and a high quality custfomer base.

It is anticipated that with China’s entry into the WTO, the standards
for the packaging of products will be raised significantly. This will
lead to substantial increases in the demand for high quality printing
inks. In response to this market development, Yip's Ink has been
investing in both the hardware and the software of the company. In
ferms of hardware, affer a year's efforts in upgrading the production
facilities, the capacity of the Zhongshan plant has reached 8,000
metric tons per annum, but the Company will continue to import
additional facilities to upgrade its product quality and production
efficiency. In terms of software, not only do we place a great deal
of emphasis on sfaff training and on engaging in fechnology sharing
with the more advanced ink manufacturers abroad, but we have also
been recruiting experts in the industry.

Yip's Ink has built a solid foundation in South China in the past four
years. This year, we will set up a manufacturing plant and a research
and development
center in Shanghai
to exploit the
significant Eastern
China market.
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Hercules Tech will focus on the production of coatings based on
nanotechnology. lts core business is to bring the latest technologies
from Europe and USA in areas such as nanotechnology and
crystallography in environmentally friendly water-based coatings to
the China market.

With the rapid economic growth in China over the past two decades
culminating in the WTO entry last year, coupled with increasing globoal
concemn over the environment, sfrict compliance with the lafest standards
in environmental protection and cost control have become the two
priorities in project development work in China. The Company believes
that this type of nanotechnology-based coatings can and will play
an important part in China’s major infrastructure projects, and intends
to supply these hightech products and consultancy services to these
projects.

In support of Hong Kong's high-fech development efforts, the Company
has invested HK$1 million in a research and development project
in association with the Hong Kong University. Together with a HK$3.1
million grant from the HKSAR Government's Innovation and Technology
Fund, the project aims to study the application of advanced nano
surface freatment fechnology into the field of electropheratic. This project
aims to further enhance the Company's leadership in the area of nano
coatings. It will also help industrial manufacturers to reduce costs at
the same time as being more environmentally responsible.
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The Company will expand its
manufacturing facilities and will
move fo a plant in Huiyang fo meet the

rising demand for its products.



