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PRINCIPAL ACTIVITIES

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, 2002.

The Company is an investment holding company. lIts 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 3 1st March, 2002 are set out in the consolidated income
statement on page 47 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 3.5 cents per share.
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Pursuant to a special resolution at the annual general meeting on
28th August, 2001 and the approval by the Registrar of Companies
in the Cayman Islands, the name of the Company was changed from
"Yip's Hang Cheung (Holdings| Limited” to “Yip's Chemical Holdings
Limited”. In addition, the Company adopted the trading name of
ERIETEEBRAT)" on the same date.

Details of and movements in the issued share capital of the Company

during the year are set out in note 20 to the financial statements.
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Movements in the reserves of the Group and the Company during

the year are set out in note 22 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 fo
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
Arficles of Association, dividends can only be distributed out of the
accumulated profits of the Company, which amounted to
HK$53,153,924 at 31st March, 2002.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment
totaling approximately HK$24.9 million for expansion of its business.
Details of these and other movements in the property, plant and
equipment of the Group during the year are sef out in note 12 fo

the financial statements.

Details of the Group's principal subsidiaries at 31st March, 2002

are set out in note 32 to the financial statements.
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Details of post balance sheet event are set out in note 31 to the

financial statements.
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The directors of the Company during the year and up fo the date

of this report were:
Executive directors:

Mr. Ip Chi Shing, Tony

Ms. Ip Fung Kuen

Mr. Yip Tsz Hin, Stephen

Mr. Ng Siu Ping, George

Mr. Ting Hon Yam

Mr. Wong Kam Yim, Kenny
[appointed on 1st April, 2002)

Independent non-executive directors:

Mr. Tong Wui Tung, Ronald

Mr. Wong Kong Chi

Mr. Young Man Kim, Robert
([appointed on 1st September, 2001 and to be
redesignated fo become an executive director
with effect from 1st September, 2002)

Dr. Chan Nai Keong, CB.E., J.P.
[resigned on 20th June, 2001)

In accordance with the provisions of the Company’s Articles of
Association, Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen, Mr. Ng
Siu Ping, George, Mr. Wong Kam Yim, Kenny and Mr. Young Man
Kim, Robert refire and, being eligible, offer themselves for re-election
at the forthcoming annual general meeting of the Company. All
remaining directors continue in office. Mr. Tong Wui Tung, Ronald
and Mr. Wong Kong Chi, non-executive directors of the Company,
will offer themselves for appointment for a specific term of 2 years.
Mr. Young Man Kim, Robert will be redesignated from being an
independent non-executive director to being an executive director with
effect from 1st September, 2002. He will therefore not seek for re-
election as an independent non-executive director of the Company
but seek for re-election as an executive director of the Company at

the forthcoming annual general meetfing of the Company.
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No director being proposed for reelection 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 stafutory compensation).

BUFHTESIHEDHESEZHE

T ° Board of Directors.

The independent non-executive directors’ fees are determined by the
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As at 31st March, 2002, 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:

ar
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Personal Family Other
E5HE Name of director interests interests interests
BGmstE Mr. Ip Chi Shing, Tony — — 194,123,932 (a)
EEE/I\E Ms. Ip Fung Kuen 1,200,000 — 60,000,000 (a)
BEyatd Mr. Yip Tsz Hin, Stephen 41,400,000 20,000,000 (b) —
SiaFE Mr. Ng Siu Ping, George 232,000 50,000 (c) —
TENE Mr. Ting Hon Yam 1,464,000 — —
EBERE Mr. Tong Wui Tung, Ronald — 500,000 (d) —
BELE Mr. Wong Kong Chi — 100,000 (e) —
BRESRE Mr. Young Man Kim, Robert 140,000 — —
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Notes:

(a) The interests of Mr. Ip Chi Shing, Tony and Ms. Ip Fung Kuen in shares
of the Company are beneficially owned by two separate discrefionary
trusts, the objects of which include Mr. Ip Chi Shing, Tony and his family
and Ms. Ip Fung Kuen and her family respectively.

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

[c] These shares are held by Madam Siu Oi li, Maicy, the wife of Mr.
Ng Siu Ping, George.

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

le) 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 trust for the Company or its subsidiaries,
at 31st March, 2002, none of the directors or their associates held
any inferest in the securities of the Company or any of its associated

corporations as defined in the SDI Ordinance.



ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

ESEHE| 90

iBiZfE SHARE OPTION
R—NAN—FTRE+/\H » ARIK
MEBREESTEl (TESTEL) - BB
EER_EE-FCRETTHRILE-
’FET)’%Z_ETil EF2UDEREG

ERREE (BEARIVEMNER
TZE$> BRTPOREBARTRDZ
BIIE - IRECBRETHERY
20 (WERREHZHES —+/\H
WNEZ) ERAFNITE - £EMER
S BIRER - BX{UBB—ITTtZm|
ERE - BREMSRRDZBE
& DAERRIDRELEBRENR
B32 5 HZ FIIWMHIES0% L 58 - 1R
BRESBIRECBRE Rk
DEEHR A ESBEI AT BT
REIRAD 10% © MK LEETBIRIE AR
ECERLEREEEENLEERE
IR AP TEERMUE

RIEE—F/\BT+/\BRMS—
FIBRIESTEl (THTETE) » HER
ERUREZ2TE > THRIESEN
FABZHCHEIE - ZHE8I2=
SR ZEEFTBINEE -

DIRECTORS’ REPORT| &

On 18th July, 1991, The Company adopted the share option scheme
17th July, 2001,
Under the Old Scheme, the directors may grant options to any eligible

(the "Old Scheme") and this scheme expired on

employees of the Group, including directors of the Company or its
subsidiaries, to subscribe for shares in the Company. Options granted
are exercisable within five years from the date of grant, where the
accepfance date should not be later than 28 days after the date of
offer. A nominal consideration of HK$1 is payable on acceptance
of the grant of options. The subscription price of the option shares
is the higher of the nominal value of the shares and an amount which
is not less than 80% of the average of the last dealt prices of the
shares on the five trading days immediately preceding the offer of
the options. The maximum number of shares in respect of which options
may be granted under the Old Scheme may not exceed in nominal
amount of 10% of the issued share capital of the Company from time
fo time. Options granted under the Old Scheme prior to its cessation
which have not been fully exercised remain valid until such time that

such options are fully exercised or have lapsed.

The new share option scheme (the “New Scheme”) was adopted on
28th August, 2001 for the purpose of providing incentives to the
participants and will expire on 27th August, 2006. The principal
terms of the New Scheme are the same as the terms of the Old

Scheme.
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Number of option shares
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TEE Outstanding Lapsed Granted  Exercised Outstanding
ZHHE Exercise at during during during at
Date of Grant Price 1.4.2001 the year the year the year  31.3.2002
BT
HK$
BE
Directors
EEM —NANEEZR=H 0.725 450,000 450,000 — — —
Mr. Ip Chi Shing, Tony 3rd February, 1997
—NNANE=F=H 0.314 400,000 — — — 400,000
3rd March, 1999
B3¢t “EE-FCATH 0.395 — — 500,000 500,000 —
Mr. Yip Tsz Hin, Stephen 16th July, 2001
RBE —NEEIR=H 0.725 500,000 500,000 — — —
Mr. Ng Siu Ping, George 3rd February, 1997
—NANE=A=H 0.314 400,000 — — — 400,000
3rd March, 1999
“EE-FtH+H 0.395 — — 1,000,000 — 1,000,000
16th July, 2001
TEMN —NNEEZA=H 0.725 500,000 500,000 — — —
Mr. Ting Hon Yam 3rd February, 1997
“EE-FtH+H 0.395 — — 1,000,000 1,000,000 —
16th July, 2001
2,250,000 1,450,000 2,500,000 1,500,000 1,800,000
BT —ANEEZR=H 0.725 5,200,000 5,200,000 — — —
Employees 3rd February, 1997
—NANE=B=H 0.314 1,490,000 — — 480,000 1,010,000
3rd March, 1999
—NNNE+—R+EH 0.396 1,500,000 1,500,000 — — -
15th November, 1999
—NNE+ZE—H 0.389 1,500,000 — — 1,500,000 —
1st December, 1999
_EE—5F—-R/\H 0.300 3,450,000 30,000 — 2,640,000 780,000
8th January, 2001
“EE-FCRATH 0.395 — 300,000 7,000,000 3,400,000 3,300,000

16th July, 2001

13,140,000 7,030,000 7,000,000 8,020,000 5,090,000

15,390,000 8,480,000 9,500,000 9,520,000 6,890,000
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The closing price of the shares of the Company immediately before
the grant of options on 16th July, 2001 under the old scheme was
HK$0.495. The weighted average closing price of the shares of the
Company immediately before the dates on which the options were
exercised was HK$0.481. The above share options can be exercised
within five years from the date of grant. No charge is recognised
in the income sfatement in respect of the value of options granted

in the year.

The directors do not consider it appropriate to disclose a theoretical
value of the share options granted during the year to the directors
and employees, because of the absence of a readily available market
value of the share options on the ordinary shares of the Company.
Accordingly, the directors were unable to arrive at any assessment

of the value of these share options.

No share option was granted under the New Scheme adopted during

the year.

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

any other body corporate.

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

the year.

EE 5% 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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As at 31st March, 2002, the register of substantial shareholders
16(1) of the SDI Ordinance shows that,

other than the interests disclosed above in respect of certain directors,

maintained under Section

the Company has not been notified of any interests representing 10%

or more of the Company’s issued share capital.
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128,000 of its own
shares at an aggregate consideration of HK$()8],QOO through The

During the year, the Company repurchased 1

Stock Exchange of Hong Kong Limited, details of which are set out
in note 20 to the financial statements. The directors consider that
the Company's shares are frading at a discount to the net asset value
per share, the repurchase would increase the net asset value per share

of the Company.

Other than disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company's listed

securities during the year.

FTEZPRHEMEDZ MAJOR SUPPLIERS AND CUSTOMERS
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During the vyear, the aggregate purchases and sales attributable to
the Group's five largest suppliers and customers were both less than
30%.

REEEATHlI CODE OF BEST PRACTICE
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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, except that the independent non-executive

directors of the company are not appointed for a specific term.
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As at 31st March, 2002, the Company provided a corporate
guarantee of HK$20,000,000 to a bank for banking facilities in
favour of Jiangmen Handsome Chemical Development Limited

("JHCDL"), an indirect 60% owned subsidiary of the Company.

In addition, the Company provided corporate guarantees fo two banks
for banking facilities in favour of a wholly owned subsidiary. Upon
the request of the subsidiary, a bank has issued a standby letter of
credit of HK$ 10 million to another bank for banking facilities of RMB10
million to JHCDL. Furthermore, another bank has issued a standby
letter of credit of US$500,000 to an independent third party to
guarantee the payment of all indebtedness for the purchases of goods
by JHCDL.

On 16th November, 1998, the Company formed an Audit Committee
("Committee”) comprising Dr. Chan Nai Keong, C.B.E., J.P. and Mr.
Wong Kong Chi, both are independent non-executive directors of

the Company.

18th June, 2001, Dr. Chan Nai Keong, C.B.E., J.P. resigned
as a member of the Committee and his vacancy was immediately
filled by Mr. Tong Wui Tung, Ronald. On 19th November, 2001,
Mr. Tong Wui Tung , Ronald resigned as a member of the Committee
and his vacancy was immediately filled by Mr. Young Man Kim,
Robert. Members of the Committee have met three times during the
year to review the Group's infernal control, final results and interim

results before they were tabled for the Board's approval.
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BEEEERE PRE-EMPTIVE RIGHTS

AR REEEEEMBIRFASEE  There is no provision for preemptive rights under the Company’s Articles
EREEAMEEMELBEE IR  of Association or the Companies Llaw of the Cayman Islands.
E e

¥EET  AUDITORS

EHRENZIEEE - =EMRIDSETEI A resolution will be submitted to the annual general meeting fo re-
IR REZEEMNRBEZBRALR  appoint Messrs. Deloitie Touche Tohmatsu as auditors of the Company.
S IRRBEFAE LIRS -

RESEm On behalf of the Board
BER lp Chi Shing, Tony
FE Chairman

&8 _EE_FTCH=H Hong Kong, 3rd July, 2002



