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HIGHLIGHTS

1. Group celebrates 35th anniversary since founding
and 15th anniversary since listing on Stock Exchange
with record results

2. Turnover was HK$2,061,761,000, increased by
17% compared to same period last year

3. Net profit attributable to equity holders was
HK$128,397,000, an increase of 37%

4. Earnings per share was HK 26.9 cents, increased
by 36%

5. Interim dividend was HK 6.0 cents per share, an
increase of 20%

6. 35th anniversary special dividend was HK 2.0 cents
per share

7. Gearing ratio as at 30th September, 2006 was
31%
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BUSINESS REVIEW

During the period under review, the Group continued to yield
encouraging results in raising and enhancing the overall
competitiveness of each core business. In addition, sustained high
growth in the Chinese economy and the ever-expanding demand in
the domestic market created earnest demands for the Group’s
products. These are the important preconditions for achieving
record interim results in the history of the Group. In the first half
year, the Group’s turnover reached HK$2,061,761,000, representing
an increase of 17% when compared to the same period last year,
and profits attributable to equity holders amounted to
HK$128,397,000, a significant increase of 37%. The net profit
margin attributable to equity holders also climbed from 5.3% of
the same period last year to 6.2%. At the same time, a series of
measures taken by the Group in improving cash flow achieved the
anticipated results: quality of earnings improved, accounts receivable
collection period shortened, inventory level and capital investments
were well under control. Despite the continuous growth in
turnover, the Group’s gearing ratio was only 31% at the end of the
period, representing a distinct improvement compared with 45%
for the same date last year. The board of directors, therefore,
resolved to pay an interim dividend of HK 6.0 cents per share, an
increase of 20% over HK 5.0 cents per share last year. To celebrate
the Group’s 35th anniversary of founding and the 15th anniversary
of listing on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), the board also declared a special dividend of HK 2.0

cents per share.
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SOLVENTS

During the period, operating environment of the solvents division
was favourable. The newly started export business had shown
encouraging results. At the same time, our competitive strengths
both in the form of economy of scale and in procurement,
especially during times of tight raw material supplies, coupled with
strong domestic demand in China, contributed to the success of
this division. As such, this division obtained unprecedented results,
with sales hitting HK$1,183,025,000, representing an increase of
11% compared to the same period last year, and operating profit
rising by 59% to HK$127,479,000. Since the long term vision of
the division is to sustain our competitive advantages by continuing
to be big and strong, a “Solvents Task Force” was formed to pool
the resources on research and development activities in optimizing
product formulation and strengthening competitiveness so as to
enhance profit contribution.

The raw solvents plant expansion project in Jiangmen is underway;
however, the completion date for the project will be slightly
postponed until September 2007 and the scale will also be reduced
due to design changes, from the original one hundred thousand
tons to sixty thousand tons.

COATINGS

During the period under review, the coating division continued to
make encouraging progress, with sales volume reaching
HK$761,183,000, representing an increase of nearly 20% compared
to the same period last year, while operating profit increased by
33%, to HK$59,990,000.

Facing the challenges of intensifying competition and the
opportunities presented by increasing market demand, it became
apparent that there is a pressing need for the division to speed up
strengthening its competitiveness. In a big nation like China, the
key to success is logistics optimization. This division will therefore, in
the near future, carry out a thorough evaluation of the physical
locations, manufacturing capacities, storage capacities and
transportations of its plants in China. Following the closure of the
Jilin plant at the end of last year and the decision this year on the
setting up of a new plant in Zhejiang, the division will also expand
its three plants in Shanghai, Chengdu and Shantou to grasp the
opportunities earned by the “China Western Development” and
“Cross-Strait Three Direct Links”. The entire optimization project
will cost approximately HK$100 million and is estimated to
complete in 2008. The outcome of this project will enhance the
long term and continuous development of this division.
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NEW PLANT IN EASTERN CHINA

The business growth in Eastern China is much better than expected
and as a result, the first plant in Shanghai, which started production
four years ago, is already approaching capacity. As the industries in
the Pearl River Delta mature, the development opportunities in the
Yangtze River Delta become increasingly attractive. The Group has
thus decided to build a contemporary and more comprehensive
coatings plant in Eastern China located in Tungxiang, Zhejiang
Province. The new plant, costing approximately HK$80 million, will
increase the annual production capacity of the Group by
approximately HK$1 billion in sales terms. It is scheduled to start
production by mid 2008.

LUBRICANTS

Compared to solvents and coatings, the business environment for
lubricants remains most challenging. The main ingredients for
lubricants are base oils and additives. During the period under
review, international prices for crude oil remained high, causing
base oil prices to continue to scale new heights. At the same time,
the industry also faced a rare shortage of additives, causing prices
to soar. However, the industry faced severe competition, with
increased costs not being able to be passed on. Hence it can be said
that the lubricants division faced a most daunting period.

Over the past year and a half, the Group has been placing
tremendous efforts in restructuring the lubricants business. However,
in the face of such difficult operating environment, the business
registered a loss in the first half. Turnover reached HK$104,231,000,
representing an 8% decrease from the HK$113,712,000 of the
same period last year, with a loss of HK$1,864,000, compared to
last period’s profit of HK$550,000.




ERILISBBERLT

Yip's Chemical Holdings Limited

B (')

HEBEBNEETFREGLERREFER
B AN ERIEBRFEREHNER
ME N RBEARKLAR - B RIBAEREERS
EEMREKR  TEHRFEBREHERNE
BB MEB LK - B RRERR
FENEER T8 - SERAFETA
+HEREEZHEWEEEETINEEH
A 40%M 4 - WEEEEHESET
TR S0%AAE + Z M 2 E AR AR
T MEERRZMEERSSHANRES
EE THREMBNALMRIE - BEE s

£k SET—FSEECETIERENIAE
EMES—TEMNFE  SHAEATESFN4E
ERTHRZ  #maETo0mneER [
B 5 AR FH RO MR A ik e - AT AE —ERES
BEHEENBEREFRERTIEEL T
B E B -

EEMBKNQLRTT - KEEBBES
BEENFITE  BREAREATRFE
NEREFUWFE  AEFRBKEIERN -

RAHERBERREEHTRULIR B RRRED

3 Pt

SEREEEMRAEMTRASF - TAH
THEREEAIMISAFML A - HMR
EL%LM%HME% BEBMOIZHED
BIEMIRE  FBUSTEBEHESTONRE
REZEEARDL  c MEHRREREEN
REBEREABEENEE BE - AR
RIR - BRFUMEEOMFE R - FHEE
A A CE BB — A E KA I R 8

2 o

LUBRICANTS (CONTINUED)

The restructuring efforts in lubricants include simplifying and
upgrading the product portfolio, shifting the focus from automotive
to industrial lubricants, and drastically cutting costs. Initial efforts to
simplify and to upgrade the product portfolio has been met with
some success; while industrial and specialty lubricants now account
for 70% of all lubricants sales. At the same time, much efficiency
gains has already been achieved with cost cutting efforts. On 10th
October this year, the Group entered into a sales and purchase
agreement with Shell to acquire Shell’s remaining 40% equity
interest in a JV blending plant at Zhanjiang. Following completion
of the sales and purchase, the blending plant in Zhanjiang will be
used exclusively for toll blending to meet Shell’s lubricants
requirements, while the Group’s own lubricants originally blended
in Zhanjiang will be blended instead at another plant of the Group
located in Ma Chong, Dongguan. This acquisition will not only
enable the Group to operate the Zhanjiang plant profitably, but will
also help to reduce logistics costs due to the move of the Group’s
own lubricants blending to Dongguan. At the same time, efficiency
of the Ma Chong plant should also increase with higher plant
loadings. So this acquisition will bring many benefits to the Group’s
lubricants business.

Even in the face of such unprecedented difficult business
environment, the Group’s plans to restructure the lubricants
business remain unchanged. Our target remains to achieve breakeven
during the current financial year, and to start turning profitable next
year. | am confident that we will, in the end, be able to achieve this
goal.

NEW LOGO OF THE GROUP

This year is the 15th anniversary of listing on the Stock Exchange of
the Group and the day 25th October also marks the 35th
anniversary of its founding. We have chosen this special day to
launch the Group’s new logo. The new logo symbolizes the Group’s
determination to innovate and reform, and to continue to grow. It
also demonstrates that the Group's future development will be even
more dedicated, professional, innovative and environmentally
conscious. We are filled with confidence that the new logo will lead
the Group to a new passage to flourishing and great success.
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CORPORATE CITIZENSHIP

This October, the Group collected donations totaling HK$556,900
from its customers, suppliers and associates to congratulate the
Group’s 35th anniversary, and donated it to the “Sowers Action” in
subsidizing the organization to build schools for students in China.
In future, the Group will positively advocate its corporate social
responsibility by earnestly participating in activities for helping the
society, especially in education projects for children in China, and
making it an enduring and strengthening pursuit.

LIQUIDITY AND FINANCIAL RESOURCES

Through the adoption of a prudent financial management strategy
over the years with particular emphasis on the control of accounts
receivable, inventory levels and capital expenditures, the Group's
gearing ratio has improved significantly. Generally speaking, the
first half of the financial year is the peak season for the Group’s
businesses with higher funding requirements. However, even in the
face of the current peak season, the gearing ratio has only
increased slightly. As at 30th September, 2006, the Group’s gearing
ratio (as measured by net bank borrowings as a percentage of
shareholders’ equity) was 31% (37st March, 2006: 28%), a
significant improvement over the same date last year's 45%. It is
also anticipated that the gearing ratio will improve further in the
second half.

As at 30th September, 2006, gross bank borrowings of the Group
were HK$601,656,000 (at 31st March, 2006: HK$513,518,000).
Out of this total bank borrowings, HK$501,595,000 was repayable
within one year, of which HK$105,896,000 was denominated in
Renminbi (at 31st March, 2006: HK$347,633,000, of which
HK$39,992,000 was denominated in Renminbi). Loans repayable
after one year at 30th September, 2006 was HK$100,061,000 (at
31st March 2006: HK$165,885,000). All these loans carried interest
at floating rates.

As at 30th September, 2006, a total of 15 banks in Hong Kong and
PRC granted banking facilities totaling HK$1,359,365,000 to the
Group (at 31st March, 2006: HK$1,191,713,000). 75% of these
facilities were denominated in Hong Kong Dollar and the rest in
Renminbi. The Group’s available banking facilities and its future
cash flows from operations will provide sufficient funds to the
Group to meet its present operational requirements as well as for
the further development of its business in the foreseeable future.
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LIQUIDITY AND FINANCIAL RESOURCES
(CONTINUED)

On the back of China’s trade surpluses, the Renminbi has shown
considerable strength in the past few months and it is expected
that the Renminbi’s strength will continue in the near future. In
view of the current strength of the Renminbi, coupled with the fact
that the majority of the Group’s assets are located in the PRC, and
the majority of its income is also generated in Renminbi, management
considers that no hedging measures are necessary, apart from using
Renminbi bank borrowings to fund part of its operational
requirements and investments. The Group will continue to strive to
achieve the optimal balance between lowering the costs of
borrowings and minimizing currency exposure by funding its
investments through either Renminbi or Hong Kong dollar bank
loans.

EMPLOYEES

As at 30th September, 2006, there were a total of 3,882 employees
of which 159 were based in Hong Kong and 3,723 were based in
the PRC.

Employees receive competitive remuneration packages including
salary, variable bonus that is linked to attainment of the Group and
individual performance as well as share options. The remuneration
and incentive systems are reviewed from time to time, as to ensure
the employees obtain equitable and fair packages and the Group is
able to attract and retain competent employees.

The Group pledges always to enable our employees to achieve
continuous self-improvement. The Group has Executive Management
Trainee, Technical Trainee and Finance Trainee Programmes that aim
to nurture and grow our business leaders and technical experts of
the future. These trainees are selected from first class universities in
Hong Kong and the PRC. Through effective training and development
programmes, a consistent flow of high quality executives for
management succession and technical expertise to enhance our
general management and research capability can be assured, with
an aim to maintaining our market competitiveness. Moreover,
employees are continuously trained to enrich their job skills and
competencies through internal training conducted by full time
training staff and participation in external training programmes. The
Group has an educational subsidy scheme to encourage employees
to upgrade themselves.
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PROSPECTS

In September this year, there was a series of new policies
implemented by the Chinese government which included the
reduction in export tax rebate rate and more imported raw
materials were added to the list of restricted category of processing
trade. Although these have no direct influence to the Group, it is
possible that they may present challenges to some of our customers
in the Pearl River Delta region. It is anticipated that the industries
will be able to overcome the challenges and respond to such
policies in a flexible and positive manner, so that the industries in
the area will in future grow in a healthier and more regulated
manner.

Recently the crude oil price has been slowly dropping and prices of
various raw materials have been relatively stable. There are also
signs that interest rates have peaked and the Renminbi is getting
stronger and stronger. These factors, all contributing to a better
operating environment, are welcomed by the Group. While the
Group will make good use of the business opportunities brought by
the sustained rapid growth in the Chinese economy, the Group will
also, by means of various practical measures, strive to enhance its
profit quality and raise its net profit margin. These measures are
expected to produce encouraging rewards, which will be reflected
in the Group’s results.

On behalf of the board of directors, | would like to extend my
sincere gratitude to all the staff, customers, suppliers, business
partners and shareholders as well as friends from all trades and
professions!

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from 21st December, 2006
to 22nd December, 2006 (both days inclusive) during which period
no transfer of shares will be registered. In order to qualify for the
interim dividend and special dividend, all transfers, accompanied by
the relevant share certificates, should be lodged with the Company’s
Share Registrars in Hong Kong, Secretaries Limited, 26/F., Tesbury
Centre, 28 Queen’s Road East, Hong Kong not later than 4:00 p.m.
on 20th December, 2006.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SECURITIES

The Company had not issued any debenture since its incorporation.
As at 30th September, 2006, 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 were 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 Part XV of the SFO
(including interests or short positions which they were taken or
deemed to have taken under such provisions of the SFO); or (b) to
be recorded in the register to be kept pursuant to Section 352 of
the SFO; or (c) to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers were as follows:

jiaa= Long positions
ROHE
Number of Ordinary Shares
EREZ

Expgs BAES REER HipEs Bny BREI

Personal Family Other Approximate %
Name of Director Interests Interests Interests Total of Shareholding
EERELE 250,000 - 189,173,932 () 189,423,932 39.45%
Mr. Ip Chi Shing, Tony
EE5/ME 60,300,000 - - 60,300,000 12.56%
Ms. Ip Fung Kuen
Rfeks 36,140,000 20,000,000 (b) - 56,140,000 11.69%
Mr. Yip Tsz Hin, Stephen
REBFEE 1,632,000 50,000 (c) - 1,682,000 0.35%
Mr. Ng Siu Ping, George
TESREE - - - - -
Mr. Ting Hon Yam
BT E 208,000 - - 208,000 0.04%
Mr. Wong Kam Yim, Kenny
BREeEE 1,902,000 - - 1,902,000 0.40%
Mr. Young Man Kim, Robert
EEREE - 500,000 (d) - 500,000 0.10%
Mr. Tong Wui Tung, Ronald
BERELE - 100,000 (e) - 100,000 0.02%
Mr. Wong Kong Chi
B2 L E - - - - -
Mr. Au-Yeung Tsan Pong, Davie
TER%E 150,000 (f) - - 150,000 0.03%

Mr. Li Chak Man, Chuck
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SECURITIES
(CONTINUED)

Notes:

(a) The interests of Mr. Ip Chi Shing, Tony in shares of the Company are held
by Ablewood Holdings Limited as trustee of a family discretionary trust,
the objects of which include Mr. Ip Chi Shing, Tony and his family.

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

(e} 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.

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

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

Details of the share options held by the directors under the
Company’s new share option scheme are shown in the next section
“Share options”.

Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen, Mr. Yip Tsz Hin, Stephen
and Madam Liang Bih Yu, the wife of Mr. Ip Chi Shing, Tony, 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 30th September, 2006, none of the directors, chief
executives nor their associates held any interests or short positions
in the securities of the Company or any of its associated
corporations as defined in the SFO.
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SHARE OPTIONS

During the six months ended 30th September, 2006, movements in
the number of options to subscribe for shares of the Company
which had been granted to certain directors and employees under

ERBAQNARGO 2EBFBELOT the Company's new share option scheme adopted on 3rd September,
2002 were as follows:
BREHE
Number of share options
R=ZZEAREF R-ZZBEXRE
A—AH KER hA=+AH
REBH TEE i R AT 768 i R AT
Exercised
Exercise Outstanding during Outstanding
Date of Grant Price at 1.4.2006 the period at 30.9.2006
BT
HK$
B
Directors
REBFEE “ETZ-F+-A+WM™E 1.190 500,000 - 500,000
Mr. Ng Siu Ping, George 14th November, 2002
—EENFRATLEH 1.590 300,000 - 300,000
17th May, 2004
—EERFETRAZTHMA 2.004 200,000 - 200,000
24th October, 2005
TERESE “EZ-F+-A+Wm@AE 1190 500,000 - 500,000
Mr. Ting Hon Yam 14th November, 2002
—ZEZMFERA++H 1.590 150,000 - 150,000
17th May, 2004
—ZEZRFFTA=-+MAE  2.004 200,000 - 200,000
24th October, 2005
BEoBELE ZEECHF+—-HFFTWEE 1190 500,000 - 500,000
Mr. Wong Kam Yim, Kenny  14th November, 2002
—ETEMERA++EH 1.590 300,000 - 300,000
17th May, 2004
—ZZETRFTAZ+HA 2.004 200,000 - 200,000
24th October, 2005
BRZESE “ZTERFFTA-_FTWE 2.004 200,000 200,000 -
Mr. Young Man Kim, Robert ~ 24th October, 2005
3,050,000 200,000 2,850,000
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BRE (& SHARE OPTIONS (CONTINUED)
BREE
Number of share options
R-ZZEEXRE R-BEARE
A—BH AHA hB=+H
# B H TEE e R AT T e R AT B
Exercised
Exercise Outstanding during Outstanding
Date of Grant Price at 1.4.2006 the period  at 30.9.2006
BT
HKS$
8T
Employees —EE-F+—A+MWMH 1.190 400,000 300,000 100,000
14th November, 2002
—EENFRATEH 1.590 2,200,000 625,000 1,575,000
17th May, 2004
—EENF+ANH 1.690 3,000,000 - 3,000,000
8th October, 2004
“EERF+A-FME  2.004 7,074,000 2,420,000 4,654,000
24th October, 2005
12,674,000 3,345,000 9,329,000
15,724,000 3,545,000 12,179,000

SEBRETEBRZ AN IEFESKTE
B27678BTT °

B EXPRIBEEN  RBAAREMERE - AR
Al S E AT H A R E S B B A
EARRBFEWB AR R SHEMEMEA
BREzBEOIESFMER -

BEXPBEEN  BHARERHELMBR
TABRA T Z FREGBE(AIEMNAREAR
AZ@Es  HBITEEMZEEM -

No options were granted to directors or employees during the
period. Weighted average closing price of the shares of the
Company immediately before the dates on which the options were
exercised was HK$2.767.

Other than as disclosed above, at no time during the period 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 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 period.
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SUBSTANTIAL SHAREHOLDERS

As at 30th September, 2006, the register of substantial shareholders
maintained under Section 336 of the SFO shows that, other than
the interests disclosed above in respect of certain directors, the
Company had not been notified of any interests representing 5% or
more of the Company’s issued share capital as at 30th September,
2006.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the six months ended 30th September, 2006, neither the
Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities.

CORPORATE GOVERNANCE

During the six months ended 30th September, 2006, the Company
has complied with the code provisions as set out in the Code on
Corporate Governance Practices (the “Code") contained in Appendix
14 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), with the exception of the matter
noted below :

Under Code provision A.2.1, the roles of chairman and chief
executive officer should be separated and should not be performed
by the same individual. In the opinion of the Board, the role of the
chief executive officer is equivalent to that of the managing director
in the Group and Mr. Ip Chi Shing, Tony is now acting both as the
Chairman of the Board and the Managing Director of the Company.
The Board also considers that the current role of the Chairman
overlaps to a significant extent with that of the Managing Director.
The Board believes that vesting the roles of both chairman and
managing director in Mr. Ip provides the Company with strong and
consistent leadership and allows for more efficient and effective
planning and execution of long term business strategies. The
Group’s current mode of operations is characterized by a high
degree of delegation of management responsibilities to the general
managers of the Group'’s different business units. Accordingly, the
Board believes that although the roles of Chairman and Managing
Director are performed by the same individual, the power of board
management and executive management is not unduly concentrated.
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COMMITTEES

The Board has set up three committees, namely, the Group
Management Committee, the Audit Committee and the
Remuneration Committee.

The Group Management Committee

With specific written terms of reference adopted by the Board on
30th September, 2005, the Group Management Committee consists
of six Executive Directors of the Board and four senior executives of
the Group. The committee normally meets on a monthly basis and
is responsible for the management and day-to-day operations
of the Group. Members of the Group Management Committee
are Mr. Ip Chi Shing, Tony, Mr. Yip Tsz Hin, Stephen,
Mr. Ng Siu Ping, George, Mr. Ting Hon Yam, Mr. Wong Kam Yim, Kenny,
Mr. Young Man Kim, Robert, Mr. Li Wai Man, Peter,
Mr. Kwong Kwok Chiu, Mr. Zhao Chu Bang and Mr. Tse Chun Wai, Richard.

The Audit Committee

The Audit Committee, established in fiscal year 1998 with specific
written terms of reference, consists of a Non-Executive Director and
three Independent Non-Executive Directors of the Board, and is
responsible for nominating and monitoring the external auditors
and provide advice and comments to the Board, assists the Board
in, among other matters, providing an independent and objective
review of the effectiveness of the financial reporting process,
internal control and risk management system as well as internal
audit function of the Group. Members of the Audit Committee are
Mr. Tong Wui Tung, Ronald, Mr. Wong Kong Chi (Chairman),
Mr. Au-Yeung Tsan Pong, Davie and Mr. Li Chak Man, Chuck.

An audit committee meeting was held on 4th December, 2006 to
review the unaudited interim financial statements for the six
months ended 30th September, 2006. Deloitte Touche Tohmatsu,
the Group’s external auditors, have carried out a review of the
unaudited interim financial statements for the six months ended
30th September, 2006, in accordance with the Statement of
Auditing Standards 700 “Engagement to review interim financial
reports” issued by the Hong Kong Institute of Certified Public
Accountants.
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COMMITTEES (CONTINUED)
The Remuneration Committee

In accordance with the Code, the Company established the
Remuneration Committee on 29th June, 2005 with specific written
terms of reference. The Remuneration Committee consists of a
Non-Executive Director and three Independent Non-Executive
Directors of the Board. The Remuneration Committee is responsible
for making recommendations to the Board on the Group’s policy
and structure on the remuneration of directors and senior
management and to review and approve performance-based
remuneration with reference to corporate goals and objectives
resolved by the Board from time to time.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted a code of conduct regarding directors’
and relevant employees’ securities transactions which contains
terms no less exacting than the required standard in the model
code for securities transactions by directors set out in Appendix 10
of the Listing Rules. The Company confirms that, having made
specific enquiry of all Directors, the Directors have during the six
months ended 30th September, 2006 compiled with the required
standards of dealing as set out therein.
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INDEPENDENT REVIEW REPORT

TO THE BOARD OF DIRECTORS OF YIP'S
CHEMICAL HOLDINGS LIMITED

INTRODUCTION

We have been instructed by Yip‘s Chemical Holdings Limited (the
“Company”) to review the interim financial report set out on pages
18 to 32.

DIRECTORS’ RESPONSIBILITIES

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants and the
relevant provisions thereof. The interim financial report is the
responsibility of, and has been approved by, the directors.

It is our responsibility to form an independent conclusion, based on
our review, on the interim financial report, and to report our
conclusion 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.

REVIEW WORK PERFORMED

We conducted our review in accordance with the Statement of
Auditing Standards 700 “Engagements to Review Interim Financial
Reports” issued by the Hong Kong Institute of Certified Public
Accountants. A review consists principally of making enquiries of
group management and applying analytical procedures to the interim
financial report and, based thereon, assessing whether the accounting
policies and presentation have been consistently applied unless
otherwise disclosed. A review excludes audit procedures such as tests
of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a
lower level of assurance than an audit. Accordingly we do not
express an audit opinion on the interim financial report.

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we
are not aware of any material modifications that should be made to
the interim financial report for the six months ended 30th
September, 2006.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

6th December, 2006
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UNAUDITED INTERIM RESULTS

The Board of Directors of Yip's Chemical Holdings Limited (the
“Company”) is pleased to announce the unaudited condensed
consolidated financial statements of the Company and its subsidiaries
(the “Group”) for the six months ended 30th September, 2006,
together with comparative figures for the corresponding period of
last year. The interim financial report has not been audited, but has
been reviewed by the Company’s auditors and audit committee.

GRS SR CONDENSED CONSOLIDATED INCOME STATEMENT
BZhA=1+HILAEA
Six months ended
30th September,
—EERE —ETRF
2006 2005
(REEZ) (REEz#EZ)
(Unaudited) (Unaudited)
B &t FH& T FAETT
Notes HK$000 HK$000
EERE Turnover 3 2,061,761 1,760,950
6 B AR Cost of sales (1,622,738) (1,418,775)
EF Gross profit 439,023 342,175
S ON Other income 10,659 5,589
HE B A Selling expenses (58,999) (51,187)
1TIHE A Administrative expenses (199,584) (172,613)
A5 s ) Profit from operations 3&4 191,099 123,964
B & A Interest expense (13,312) (8,820)
B B B Profit before taxation 177,787 115,144
Bi1E Taxation 5 (28,383) (7,094)
7 HR 4 | Profit for the period 149,404 108,050
FEML R A Attributable to:
PN Equity holders of the Company 128,397 93,917
DB R = Minority interests 21,007 14,133
149,404 108,050
FREAER Earnings per share 7
— &K — Basic HK 26.9 & flicents HK 19.8 /&1l cents
—#E - Diluted HK 26.6 #flicents HK 19.7 &1l cents
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HRREEERER CONDENSED CONSOLIDATED BALANCE SHEET
REZBERE RZZTZTAF
hB=+H =ZA=+—8
At 30th At 31st
September, 2006 March, 2006
(REER) (B #E#%)
(Unaudited) (Audited)
bt aE FEx FET
Notes HK$'000 HK$'000
RBEE Non-current assets
Y BB MERE Property, plant and equipment 8 491,991 453,693
BN THEE Prepaid lease payments 75,609 74,669
A Goodwill 30,491 19,231
mREEE Intangible asset 1,500 2,000
AHEERE Available-for-sale investment 17,255 16,841
R IEEE Deferred taxation assets 691 691
HEMIERBEE Other non-current assets 4,600 4,600
622,137 571,725
REEE Current assets
FE Inventories 484,641 341,742
JE Ui AR 5K Trade debtors 9 825,915 610,849
H b e Uk BR B K% B 5 BB Other debtors and prepayments 60,705 85,825
BN THEE Prepaid lease payments 2,175 2,280
TETRMTA Derivative financial instruments - 2
HERITER Short term bank deposits 99,201 26,804
RITHEBRNIRES Bank balances and cash 183,842 237,097
1,656,479 1,304,599
RBAE Current liabilities
JET BRI fE =T B A Creditors and accrued charges 10 510,965 359,403
AT HH K Taxation payable 43,726 18,388
MERE Obligations under a finance lease
——FRNEH — amount due within one year - 33
wITIEE Bank borrowings
— —F RN EIH - amount due within one year 11 500,795 347,390
RITEX Bank overdrafts 800 210
1,056,286 725,424
REBEEFE Net current assets 600,193 579,175
BEERRBARS Total assets less current liabilities 1,222,330 1,150,900
ERBEME Non-current liabilities
HITEE Bank borrowings
— —F 1% 5| 5 — amount due after one year 11 100,061 165,885
EERIBAEG Deferred taxation liabilities 1,872 1,794
101,933 167,679
EEFE Net assets 1,120,397 983,221
N R Capital and reserves
N Share capital 12 48,010 47,656
f& &5 Reserves 965,862 846,295
AATRRELER Equity attributable to equity holders
of the Company 1,013,872 893,951
LEYRRER Minority interests 106,525 89,270
4R 2 Total equity 1,120,397 983,221
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BLESCE a3 X B CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
BE_LTEXNFNAA=+HILNEA FOR THE SIX MONTHS ENDED 30TH SEPTEMBER, 2006
LARBEEARLRE
Attributable to equity holders of the Company
ERE  FU3K ErER HERR
Bx  ROEE fife BE EXRE iRER B REEA it & fif
Share Non- Capital
Share Share  option distributable ~ Translation Legal Redemption  Retained Minority

Capital ~ premium  reserve  reseve  reseve  reserve  reserve  profits Total  interests Total
T  TEn TR TEr TR FET TR TEr TEr TR TEn
HKS000  HKSO00  HKSO00  HKSO00  HKSO00  HKS00  HKS00  AKSOOD  HKSOOD  HKSOOD  HKS'000

RZZERFMA-B  At'stApd, 2005 47293 2860 - 3915 12,760 505 508 delpa 759,774 5535 815,129
TEEEINIE Bxchange differences arisng on

REZYERE transkation of operafions outside

BEEZELEE  Hong Kong rcogised directl n equity - - - - 1Y - - R T S 1 I Y
Bt Poitfrthepeid - - - - - - CoBeT BT WIB 108050
SMERRALE Totalrecognised income fo the perod - - - - 1% - X AR K T I N vy ¥y
g Subtotal 47293 2860 - 3915 30,706 525 508 555538 871637 71266 942,903
REREENRD Shes ssued at premium upon

ik &g ererise o share optons 180 28 - - - - - - 2661 -
GENSTE Capitalcontribution from minorty

HELRA shereholdersof asubsidary - - - - - - - - - 150 14500
BRETEE Tranfer tolegal eserve - - - - - 19 - (49) - - -
EfRE Dhidends pad - - - - - - - [BEs) (3605 - [E80)
ERNEAT Dividends peid to minoriy

HERERS shareholders of subsidiaries - - - - - - - - -0 (60%)
ETREARZTE 30t September, 2005 47413 31104 - 3915 30,706 574 508 519884 838,694 79671 918,365
ZEEERR-A At 15t April, 2006 4765 234101 1148 3915 30902 574 5038 570591 893951 82710 983221

TEEAIINE Bichange differencesarisng on
AAZEBEER transaton of oerations outside

Er7EEE Hong Kong recognised dircty i equity - - - - BB - - - BN 2% 31081
B Proftfor the period - - - - - - - I837 18397 M00T 149404
SRETHABEE Total recogrised income for the perod - - - - B - - B3 15652 B 180485
I Subtotal 4765 23412 1148 3915 59,027 514 5038 698988 1050473 113233 1,163,706
REREETET Sheres sued at premium upon

ik kg evercse of share options 354 6,629 (382) - - - - - 6,601 - 66
RRERIHE Reduction o minoriy iteests on

DAERTRY acquiston of additonalinterest

HogRTER ina subsdiary - - - - - - - - - B B
BRiRE Dividends paid - - - - - - - ) (320 - B
BfkBLAR Dividends paid to minoriy

DT shareholders of subsiciries - - - - - - - - - B8 (34%)

ZESRENAZTE  A30h Seotember, 2006 48010 240,756 766 395 5907 574 508 655786 1013872 106525 1120397
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BHGERERER CONDENSED CONSOLIDATED CASH FLOW
STATEMENT

BZEZAA=+AHLAMEA
Six months ended
30th September,

—EEXRE —ETRF
2006 2005
(REBER) (REEZ)
(Unaudited) (Unaudited)
FER FET
HK$’000 HK$'000
KEEBFEEZ FR® Net cash from (used in) operating
WA () activities 29,407 (66,624)
WEEBIES ZFIRE X  Net cash used in investing activities
BEWE BELRIHE Purchases of property, plant and equipment (48,975) (46,530)
U BB ER SN B Acquisition of additional interest
UNEIE: £ in a subsidiary (14,533) -
EmFERERE Other investing cash flows 3,074 6,763
(60,434) (39,767)
BMEEBES ZFHES WA Net cash from financing activities
TR ERE Dividend paid to shareholders (43,202) (35,605)
MIRITE R New borrowings 320,743 321,612
EEBITER Repayment of borrowings (234,951) (143,682)
Etm@mERSRE Other financing cash flows 3,133 (4,812)
45,723 137,513
FIEe MR FREIEM Net increase in cash and cash equivalents 14,696 31,122
MR 2Re Rk Cash and cash equivalents at
ReFHE beginning of the period 263,691 172,001
EXEHMELECTE Effect of foreign exchange rate changes 3,856 2,455
B 2 Re Rk Cash and cash equivalents
REeFHE at end of the period 282,243 205,578
RekBEeEHE Analysis of balances of cash and
ST cash equivalents
RHRITER Short term bank deposits 99,201 11,032
RITEHB LR Bank balances and cash 183,842 195,095
RITEX Bank overdrafts (800) (549)

282,243 205,578
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NOTES TO THE CONDENSED FINANCIAL
STATEMENTS
FOR THE SIX MONTHS ENDED 30TH SEPTEMBER, 2006

1.

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in
accordance with the applicable disclosure requirements of Appendix 16 to
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and with the Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA").

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
under the historical cost basis except for certain financial instruments,
which are measured at fair values.

The accounting policies used in the condensed consolidated financial
statements are consistent with those followed in the preparation of the
annual consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31st March, 2006 except as
described below.

In the current interim period, the Group has applied, for the first time, a
number of new standard, amendments and interpretations (the “new
HKFRSs"”) issued by the HKICPA, which are either effective for accounting
periods beginning on or after 1st December, 2005, 1st January, 2006 or
1st March, 2006. The adoption of the new HKFRSs has had no material
effect on how the results for the current or prior accounting periods have
been prepared and presented. Accordingly, no prior period adjustment has
been required.

The Group has not early applied the following new standard, amendment
and interpretations that have been issued but are not yet effective. The
directors of the Company anticipate that the application of these standard,
amendment or interpretations will have no material impact on the results
and financial position of the Group.

HKAS 1 (Amendment) Capital Disclosures'

HKFRS 7
HK(IFRIC)-INT 8

Financial Instruments: Disclosures’
Scope of HKFRS 2?2

HK(IFRIC)-INT 9

Reassessment of Embedded Derivatives®

HK(IFRIC)-INT 10 Interim Financial Reporting and Impairment*
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Effective for annual periods beginning on or after 1st January,
2007.
Effective for annual periods beginning on or after 1st May, 2006.

Effective for annual periods beginning on or after 1st June, 2006.

Effective for annual periods beginning on or after 1st November,
2006.

SEGMENT INFORMATION

(a)

Business segments

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

Principal activities 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




ERILISBBERLT

Yip's Chemical Holdings Limited

= 2EER(F 3. SEGMENT INFORMATION (CONTINUED)
(i) REBEXEEREFEREBHIFELT - (i) An analysis of the Group’s turnover and results by business segments is as
follows:
BB 728 be b Hit TS EH wE
Solvents Coatings  Lubricants Others Elimination Consolidated
FET FETT FET FHETT FET FETT
HK$'000 HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
BE-ZTXF Six months ended
hB=+HBLEXEA 30th September, 2006
DHEE KT Segment revenue
oM E External sales 1,158,298 738,205 103,808 61,450 - 2,061,761
DIEMEE Inter-segment sales 24,727 22,978 423 3,635 (51,763) -
A Total 1,183,025 761,183 104,231 65,085 (51,763) 2,061,761
ES Results
R ES Segment result 127,479 59,990 (1,864) 6,901 177 192,683
FEKA Interest income 2,042
RKoREEER Unallocated corporate
expenses (3,626)
FE gl Profit from operations 191,099
MEBER Interest expense (13,312)
R 5 B Profit before taxation 177,787
Ti| Taxation (28,383)
NER A A Profit for the period 149,404
I
BB 28 88 Eh 5 iRE
Solvents Coatings Lubricants Others  Elimination Consolidated
FET FET FET FHET FET FET
HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
BE-ZZRfF Six months ended
hA=+HLEAEA 30th September, 2005
DHEERTE Segment revenue
HoMHE External sales 1,029,023 609,912 113,712 8,303 - 1,760,950
HEBHEE Inter-segment sales 39,253 24,964 - 2,989 (67,206) -
1 Total 1,068,276 634,876 113,712 11,292 (67,206) 1,760,950
ES Results
SEEE Segment result 80,054 45,172 550 882 480) 126,178
FE U A Interest income 727
KAOBEERER Unallocated corporate
expenses (2,941)
fg=pinil Profit from operations 123,964
FEER Interest expense (8,820)
F& 1 Bl A Profit before taxation 115,144
i IE Taxation (7,094)
AN B AR Profit for the period 108,050

EBRZHEEE TIRALOGERTMER -

Inter-segment sales are charged at the similar terms as outsiders.
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= 2EENGE) 3.  SEGMENT INFORMATION (CONTINUED)
(ii) Hth &R (ii) Other information
BE 28 pe B Hit % ®E
Corporate
Solvents Coatings  Lubricants Others Level Consolidated
FHET FET FHET FET FET FHET
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
BE-ZZTAE Six months ended
AA=+HLEANER 30th September, 2006
BARERE Capital additions 7,498 38,611 2,005 - 861 48,975
mE - BB REHE Depreciation and
AT E K amortisation of property,
plant and equipment 5,890 10,566 1,320 52 816 18,644
TETAH S8R Release of prepaid
lease payments 175 734 - - 167 1,076
mE - BB REE Impairment losses of property,
2 REERE plant and equipment 14 180 - - - 194
mILEERH Amortisation of
intangible asset - 500 - - - 500
] ZR B Hith % ma
Corporate
Solvents Coatings Lubricants Others Level Consolidated
FHT FH&T FHT FA&T FHET FHET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE-ZZTHF Six months ended
NA=+BLEAEAR 30th September, 2005
BARERE Capital additions 12,005 33,169 908 - 448 46,530
ME - BEREE Depreciation and
PN T amortisation of property,
plant and equipment 5,340 10,758 1,634 52 1,092 18,876
Ta T TH &8 Release of prepaid
lease payments 205 700 - - 145 1,050
ME - BEREE Impairment losses of property,
ZREEE plant and equipment 400 1,178 - - - 1,578
EmIZEEBH Amortisation of
intangible asset - 500 - - - 500
(b) HEHE (b) Geographical segments
R ARR B 2 & 5 R LSRN A7 As the Group’s turnover and trading results are principally derived
BREPBEKME  MEBGEEEER from the Mainland China, an analysis of the consolidated turnover,
WERF 2 @R © trading results by geographical location is not presented.
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. R 4. PROFIT FROM OPERATIONS
BEAA=THLEAEA
Six months ended
30th September,
—EEXREF —TTRF
2006 2005
FHET FET
HK$’000 HK$'000
KERFE MR T EIE - Profit from operations has been arrived at after charging:
ME BERIXBINE Depreciation and amortisation of property,
R#&H plant and equipment 18,644 18,876
TE A4 7 & 8 0 Release of prepaid lease payments 1,076 1,050
m AR Amortisation of intangible asset 500 500
WM BB REERELER Impairment losses of property, plant and equipment 194 1,578
WHRBFA - and after crediting:
F BURA Interest income 2,042 727
- BiE 5. TAXATION
BEAA=THLAEA
Six months ended
30th September,
—EEXRE —ETTRF
2006 2005
FET FHT
HK$°000 HK$'000
LERBE : The charge comprises:
RITHE Current tax
B Hong Kong 2,909 2,122
B AR Mainland China 25,396 5,037
28,305 7,159
RERTE Deferred taxation
B Hong Kong 78 (65)
28,383 7,094
ERMNER DR ABE ERTURTRH X Hong Kong Profits Tax has been provided at the rate of 17.5% (17.5% for
17.5% (B E-ZFFERFAA=1THIENMEA - the six months ended 30th September; 2005) on the estimated assessable
17.5%) 1R B - PEIKBEDESHAIZE profit for the period. Enterprise income tax in the Mainland China has
BREME 2 B R H - been provided at the rates prevailing in the respective jurisdictions.
RIEPEAEGEEORRA - KARETFH Pursuant to the relevant laws and regulations in the Mainland China,
B AP B B 2 B A IR 2 m B 2 FFE AR certain of the Company’s subsidiaries in the Mainland China are entitled to
ATEMEFE  EREFNPEARECEMSE exemption from enterprise income tax of the Mainland China for the first
B MRER=(AFE IR E50% 2 HIBRS - two years commencing from their first profit-making year of operations
FREAECEMERE RZERBERERE and thereafter, these subsidiaries in the Mainland China will be entitled to
HEE - a 50% relief from enterprise income tax of the Mainland China for the
following three years. Enterprise income tax of the Mainland China has
been provided for after taking these tax incentives into account.
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INTERIM DIVIDEND

During the period, a final dividend of HK 9.0 cents per share in respect of
the year ended 31st March, 2006 amounting to HK$43,202,000 was paid
(six months ended 30th September, 2005: HK 7.5 cents per share was paid
for the year ended 31st March, 2005 amounting to HK$35,605,000).

The directors resolved to declare an interim dividend of HK 6.0 cents per
share for the six months ended 30th September, 2006 (six months ended
30th September, 2005: HK 5.0 cents per share) and a special dividend of
HK 2.0 cents per share for the six months ended 30th September, 2006
(six months ended 30th September, 2005: nil).

The interim dividend and special dividend are payable on 5th January,
2007 to the shareholders of the Company whose names appear on the

Company’s register of members on 22nd December, 2006.

EARNINGS PER SHARE

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

BEZAA=THLAREA
Six months ended
30th September,

—BEXRF —ETARF
2006 2005
FET FAT
HK$°000 HK$°000
ATEERERREER Eamings for the purposes of calculating basic
Bz BF and diluted earnings per share 128,397 93,917
BRHEE
Number of shares
F B T B&
‘000 ‘000
TEBREANRET 2 MEFIHE Weighted average number of shares for the
purpose of calculating basic earnings per share 478,021 474,053
ARERNEECBETE Effect of dilutive potential ordinary shares:
I e Share options 4,858 2,808
AEGREEERN Z NE Weighted average number of shares for the purpose of
TR calculating diluted earmings per share 482,879 476,861
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N YE BEERREBEFE 8. ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT
RAEAR - 26 B#E & £948,975,00078 7T (B 2 During the period, the Group spent approximately HK$48,975,000 (six
ZEFRFNAR=FHIENEA 46,530,000 months ended 30th September, 2005: HK$46,530,000) on additions to
BIL)RBEERERBHE - LUBA PR KR manufacturing plant in the Mainland China to upgrade its manufacturing
B ZHEERT capacity.
e BRERR 9.  TRADE DEBTORS
REERRBBERZRES AT - An aged analysis of trade debtors at the balance sheet date is as follows:
RZZBEXREF RZZTTRF
hA=+8 =A=+—H
At 30th At 31st
September, 2006 March, 2006
FET FET
HK$’000 HK$'000
TE=={8A 0-3 months 690,296 494,158
M= 7S E A 4-6 months 110,105 93,653
~MEA A E Over 6 months 25,514 23,038
825,915 610,849

AEERERBEEPIEMMAIOREORZEE
i o

The Group generally allows a credit period ranging from 30 to 90 days to

its trade customers.
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T ENRRREFER 10. CREDITORS AND ACCRUED CHARGES
REER - BNERRRETERAERSIERN At the balance sheet date, the balance of creditors and accrued charges
E351,599,0008 T ( R-EENF=ZHA=+1 included trade creditors of HK$351,599,000 (31st March, 2006:
—H :221,912,000# 7T ) * WiEE BN ER HK$221,912,000). The aged analysis of trade creditors at the balance
ZERESTWT sheet date is as follows:
R-BEXE RZTTRF
hA=+H =A=+—H
At 30th At 31st
September, 2006 March, 2006
FET FHT
HK$’000 HK$'000
TZE=fA 0-3 months 349,386 217,544
M= E A 4-6 months 1,590 3,229
NEA B E Over 6 months 623 1,139
351,599 221,912
- RITHEE 11.  BANK BORROWINGS
HA - RS EER1$320,743,00078 TTHTIRTTIEE During the period, the Group obtained new bank borrowings in the
W (B 234,951,000 LiRITIEE - LAl ENSHT amount of HK$320,743,000 and repaid bank borrowings of
BITBEERTMEERFTEREE—FAERE - HK$234,951,000. The new bank borrowings bear interest at market rates

and are repayable within 1 year.
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+=- A 12. SHARE CAPITAL
EE ERTRAR
Authorised Issued and fully paid
R=-BEXF
hA=+BR
—EEXREF R-ZZBEXREF i \¢
=A=+-8 hB=+8H ZA=+—
At 30th At 30th At 31st
September, 2006 & September, March,
31st March, 2006 2006 2006
FERT FERT FET
HK$°000 HK$°000 HK$'000
B EEO.10/4 7T 2 B 1) Shares of HK$0.10 each 80,000 48,010 47,656
B KRB EBETRAGAT &S - Movements in the issued share capital of the Company during the period
are as follows:
RBHAE ol
Number of shares Amount
F AR FHET
‘000 HK$°000
HomEXEMA—AB At 1st April, 2006 476,557 47,656
1718 BB AR 1 Exercise of share options 3,545 354
R=ZBZBXEAA=+AH At 30th September, 2006 480,102 48,010
REBEZE-ZEZENFAA=Z+HLEANEARAR - During the six months ended 30th September, 2006, 3,545,000 share
H753,545,0000% 7 BB AR () EITE - ARQF] options were exercised, resulting in the issue of 300,000 shares, 625,000
& 1t 1 9> Bl 2 17 300,0000% 625,000 & shares and 2,620,000 shares of HK$0.10 each in the Company at a price
2,620,0008 B EE0.1078 0 2 B 1n - TFREIE of HK$1.190, HK$1.590 and HK$2.004 per share respectively.
BHBIA1.1904 7T + 1.5907 7T K 2.004% T °
FEERITROHBEMBEFHEZER ZRER All shares issued rank pari passu with the then existing shares in issue in all
NEEEERER - respects.
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Tz BEAXRMEE 13. CAPITAL COMMITMENTS
RZZBBXREF R_TEREF
hA=+8 —A=+—8
At 30th At 31st
September, 2006 March, 2006
FET FET
HK$'000 HK$'000
WAREWE BB LEE Contracted for but not provided
BERIREMERLGRE NS in the condensed consolidated
RERRTRE financial statements in respect
of the acquisition of property,
plant and equipment 4,448 25,903
TE BBRALIRS 14. RELATED PARTY TRANSACTIONS
(a) HAR - 2N £ B 9 Bl 14 360,0000 7T (B (a) During the period, the Group paid rent of HK$360,000 (six
E_EFTAFNA=ZFHIEANEA - months ended 30th September, 2005: HK$360,000), HK$300,000
360,000;% ) ~ 300,000/ T (B - & (six months ended 30th September, 2005: HK$300,000) and
TAHFNHA=+HIEEA - 300,000 HK$108,000 (six months ended 30th September, 2005:
#or) 108,000 T (B2 —EFAF HK$108,000) to Goldex Investments Limited, Galsheer Investments
NA=+HI1EX1MEA : 108,000/ L) 2 Limited and Microphase Technology Company Limited respectively
HEeETFTAEREERAR  REKESR in which Mr. Ip Chi Shing, Tony, Mr. Yip Tsz Hin, Stephen and
RARREBBEMBRERAF - AR Mr. Ng Siu Ping, George, the directors of the Company, have
RICEREEREE  EFHALER beneficial interests respectively. The rents were paid in accordance
RBFREDHIRZ=BARFEZR with the relevant rental agreements.
EHENERBEBBEHOIZN -
(b) FEEIEE FH (b) Compensation of key management personnel
FTEEBEEBREARRES -HN - B The key management personnel are the directors of the
B2 [E B < 48,860,000 T (Bl £ = F Company. During the period, the remuneration of the key
THFNA=FHIENEA 9,767,000 management personnel was HK$8,860,000 (six months ended

L) e 30th September, 2005: HK$9,767,000).
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Ti  BEHREHE

RZZEZRETATH  ARRZHEEZENR
J&& 2 R]Primer Limited ([PL ) E25% & i B 438 A 7L
EERARRZE (FE)BRAF UATHE
[FEDITLRNEERE - Bt REEE
HELPLREZEBARERETESHEHER
ﬁ(*%EAEPIEX_LZﬁBEﬁEq:‘?PAVF%%
EE) Z40%B AR ([REEE]) -
A AR 36,044,0007T (48 & 7 %935,337, OOOJ%
7o) AR I FTEEE RN _TT X
if)ﬁ RS (At EEE R FEMEDLA
o R ETEREBHEAERAR ([HT
/x,_/Fﬁ/a/EEJMBHn*F% REEEERE K
80%EHARNAIHEMEE - HIEKBHAREE
TLERR B E M EMA R EL D IRAT - WEUE
SRERTEE R BRI ERE20% 2 EER
B PLEERERETIEGRES L HkE -
W ERAE 7] 8 0 A o
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15.

POST BALANCE SHEET EVENT

On 10 October, 2006, Primer Limited (“PL"), an indirect wholly-owned
subsidiary of the Company, entered into a share purchase agreement with
Shell China Holdings BV and Shell (China) Limited (hereinafter collectively
referred to as “Shell”), pursuant to which Shell agreed to transfer and PL
agreed to acquire Shell's 40% equity interest in Zhanjiang Best Lubricant
Blending Limited (”Shell Interests”), a sino-foreign co-operative joint
venture company with limited liability established in the Mainland China,
at a consideration of RMB36,044,000 (equivalent to approximately
HK$35,337,000), subject to adjustment based on the estimated net
working capital value of Shell Interests at the completion of the above-
mentioned transaction which is expected to take place by the end of
2006. Upon completion, Zhanjiang Best Lubricant Blending Limited
("Zhanjiang Best Lubricant”) will remain as a co-operative joint venture
and will be owned as to 80% indirectly by the Company. Zhangjiang Port
Authority is entitled to receive a fixed rate of dividend equivalent to 20%
of its capital injection into Zhangjiang Best Lubricant, in priority to
distribution to other shareholders. PL will then be entitled to any remaining
profit after the aforesaid distribution to Zhangjiang Port Authority.

By Order of the Board
Ip Chi Shing, Tony
Chairman

Hong Kong, 6th December, 2006
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