oy ERLT
YIPSCHEMICAL

ERVIEBERLT
Yip's Chemical Holdings Limited

RESHSEMALZERAF

Incorporated in the Cayman Islands with limited liability

B9 135 Stock Code: 408

Enhancing Business
Quality Relentlessly

FEBILXBER

>

>

iz 2013




H %

Contents
2 HE

Highlights
3 EERHE-EERRZ

Chairman’s Statement — Review & Prospects
5 KEITEEEIERSE

Report of the Chairman of the Group Executive Committee
8 IDEMEEME

Corporate Social Responsibility
12 RBESRMBER

Liquidity and Financial Resources
14 B8

Employees
15 HHERE

Interim Dividend
15 EEIEBFERFE

Closure of Register of Members
16 BERBSTHAERESFZEZRAE

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

Share Options
21 FERR

Substantial Shareholders
22 BE HEIBREAATZLHES

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

Corporate Governance
22 EBREEE

Audit Committee
22 LHARESETESRSNEESTE

Model Code for Securities Transactions by Directors
23 ERFESMBRE2ERRS

Report on Review of Condensed Consolidated Financial Statements
25 FERGREERRAMZEKER

Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
26 FERESHBEMRRE

Condensed Consolidated Statement of Financial Position
28 FRFEREEDHE

Condensed Consolidated Statement of Changes in Equity
30 FEPHFEERERE

Condensed Consolidated Statement of Cash Flows
31 FERGEHBRENEE

Notes to the Condensed Consolidated Financial Statements



\

BE
Highlights

e

Turnover
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4,403,352,000 #T HKD
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Net profit attributable to Earnings per share
Owners of the Company
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128,770,000 &7t HKD 22.9 Bl HK CENTS

BE-Z—=FA=1THLAEARHELE
Changes over 6-month period
ended 30 June 2013
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Chairman’s Statement — Review & Prospects
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It is my pleasure to present to all our shareholders with a business
overview of the Group in the first half of 2013. During the period, our
turnover hit a record high once again by reaching HK$4,403,352,000,
which was a growth of 9% from the same period last year. In terms of
sales volume, the growth was even as high as 10%. For the period,
profit attributable to shareholders was HK$128,770,000, representing
a modest growth of 4% on the year. Though the Group’s overall results
fell slightly short of expectations, operations in all areas proceeded in
accordance with plans and payoffs of our business quality improving
measures were getting noticeable. In the last few years, as the Group’s
business grew continuously at an accelerated pace, the demand
for capital also increased. But under the Group’s relentless efforts in
adhering to prudent financial management and maintaining robust
development, gearing ratio in the first half was still kept at less than 60%.
Therefore, in accordance with the Group’s established dividend policy
of rewarding shareholders actively, the Board of Directors proposed an
interim dividend of HK10 cents per share, which remained the same
from the same period of 2012.

Review

During the reporting period, the business environment at large was
grimmer and more challenging than expected. With the exception
of the US, in countries with large real GDP, growth momentum was
still lacking, demand remained sluggish and the economy was sickly.
Furthermore, the rise in Renminbi exchange rate during the period had
led to substantial increases in costs and drastic reduction in export
competitiveness, giving a significant negative impact to China’s export
business. On another front, factors such as the continuous faltering
domestic real estate market, the languid securities market, the tightening
money supply and the slow progress of structural transformation of
the economy had all greatly affected the consumption sentiments.
As both internal and external demand fell sharply, the problem of
serious overcapacity spanning different industries became all the
more pronounced. As a result, competition among industry peers was
more brutal. As the share of the Group’s business in the mainland has
reached as much as 96%, that our business managed to gain a small
step forward under such turbulent operating conditions was not at all
easy.
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Chairman’s Statement — Review & Prospects
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Prospects

The listless global economy as well as the problems of slacking demand
and serious overcapacity in the mainland are challenges that cannot
be overcome in the short-term and will probably take two or three
years before there is any hope of abating gradually. Figures recently
released by the Chinese government indicate that the economy will
continue its downward slide in the second half of this year. Therefore,
to make the annual growth target of 7.5%, the government will
introduce some appropriate administrative measures at appropriate
moments to stimulate the revival of the economy. In spite of all the
uncertainties and challenges in the overall business environment, the
Group is more determined to turn the challenges into opportunities. In
addition to striving to realise sales targets according to the business
development strategies it has drawn up, the Group will continue to
intensify its business quality improvement measures including business
restructuring, plant consolidation, R&D boosting and cost controls.
Moreover, in view of the possibility that the US economy may continue
to improve, the Group expects that the quantitative easing policy that
has alarge impact on the whole world may then be tightened gradually,
a rate-hike cycle may start in advance and the capital supply situation
may turn for the worse. To meet business development needs, the
Group’s borrowing in the next two years will still be kept at a relatively
high level. In this area, the Group will maintain a high degree of vigilance
and will implement more stringent and preventive monitoring measures
to strike a nice balance between prudent applications of funds and
continued steady development of its businesses. Overall, | am fully
confident and expectant that the Group will achieve in advance its
HK$10 billion sales target in 2013 and that its operational efficiency
will see gradual improvements. | would like to take this opportunity to
convey my sincere thanks to the Board of Directors for its leadership,
to the executive teams for their endeavours, to all our employees for
their hard work and to all our partners for their trust and support.

Ip Chi Shing
Chairman
Hong Kong, 20 August 2013
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Report of the Chairman of the Group Executive Committee
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In the first half of 2013, the Group’s business situation was affected by
less than desirable overall business conditions. In view of the prevailing
circumstances, the Group Executive Committee formulated and
implemented a business strategy of “Soundness First; Optimisation
Focused” that led to a continued growth in the Group’s results. In
particular, in the area of “prudent applications of funds”, a series of
facilitating measures were taken and results should be increasingly
evident.

Three major developments during the reporting period were worth noting:

1. Due to a slowdown in China’s economic growth, demand
for chemical products slipped and supply was in excess.
Nevertheless the turnover of the Group hit historical high once
again, albeit growth over the same period last year was a mere
9%;

2. Labour costs and operating expenses kept rising;

3. Through prudent control of capital expenditure and close
monitoring of working capital, the Group Executive Committee
was able to keep the Company’s gearing ratio from soaring.

The Group’s three core businesses are reported as follows:

Solvents

Sales of our flagship products, acetate solvents, achieved a
breakthrough again as sales volume reached the 300,000 metric ton
mark in the first half. With the turnover of the mixed solvents business
maintaining a growth of 5% and the new product butyl acrylate going
into production successfully in May, the solvents business recorded
an overall turnover of HK$2,714,291,000 or a year-on-year growth of
13% for the reporting period. In this period, competition in the acetate
solvents market was intense. In addition, as butyl acrylate just entered
the market, and its sales were in line with expectation, there were still
rooms for improvement in terms of raw material sourcing, production
costs and integrative logistics, so its profit contribution for the solvents
business as a whole was yet to be seen. Operating profit for the period
was HK$117,373,000 or a decline of 5.9% from the same period last
year.

Because of the weak overall demand for acetate solvents, there
was fierce competition and generally under-utilisation of capacity in
the industry. The management of the Group will stick to its proven
business strategies: maintaining economy of scale, increasing the
number of direct-sales customers and improving the Group’s overall
competitiveness.

—E-=FERHEERE 2013 Interim Report

05



W

06 EX{T£®AMRAT Yip’'s Chemical Holdings Limited

SEHITEESETREHRE

Report of the Chairman of the Group Executive Committee
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Coatings

Turnover of our coatings business hit a new high in the first half and
reached HK$1,552,698,000 or a year-on-year growth of 4%. In the
reporting period, because of such factors as a slackening in China’s
real estate market and a slowdown in domestic demand, sales growth
was only in the single-digit range while operating profit was down
26.3% from the same period last year to HK$50,484,000.

In this period, this business met several major challenges including:

1. Asthe new Jinshan plant came into operation, sales and capacity
were not growing in lockstep, making expense growth of this
plant greater than its profit;

2. Though business restructuring within this division brought about
fluctuations in the short-term, long-term business quality will be
improved;

3. Intheperiod, the profitability of the coatings business was affected
by the one-off additional expenses from plant consolidation.

The management is convinced that, as the capacity of the coatings
business is increased continually, surges in sales will be a critical factor
in driving performance upwards. Subsequent to the various optimisation
measures implemented last year, gross profit margin edged up steadily
in the first half of this year. The effects of such measures should be
further apparent in the traditional peak season in the second half.
Meanwhile, the management has come to the consensus that it would
not be easy to change the business environment, so the alternative is
to make self-improvements and explore rooms for cutting expenses. In
other words, while endeavouring to boost our incomes, we should cut
down our operating expenses so that we can see the double benefits
of achieving sales growth externally and becoming lean and nimble
internally.

The Group’s R&D centre has been running smoothly. In June this
year, the purchase of the R&D building in Zhangjiang, Shanghai was
announced, underscoring the Group’s high priority and determination
in product research and development.
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Report of the Chairman of the Group Executive Committee

Lubricants

This business was run under two brand names and two companies.
Combination of both has resulted in evident consolidation effect. In the
reporting period, turnover increased slightly from the same period last
year to HK$203,266,000. Also, the achievement of an operating profit
of HK$1,294,000 marked the turning around of the division from its
operating loss of HK$7,373,000 in the same period last year.

Our lubricants business has already gone through the worst of its time.
Now, under one company, one big plant and one unified leadership,
it will no doubt be able to overcome any difficulty and bring profits to
the Group.

As we enter the traditional peak season in the second half of 2013,
we are pleased to see improvements in our business situations.
The management is confident that there will be further growth in our
businesses.

Yip Tsz Hin
Chairman of the Group Executive Committee
Hong Kong, 20 August 2013
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1.

Workplace Practice
Safety First

The Group’s policies and systems related to safety production
responsibility was established last year with the objectives of
strengthening management in safety production and devolving the
responsibility of meeting safety production requirements to different
functional units for production, technology, transportation, etc within
their respective business scopes. In the reporting period, the safety
production responsibility system was in force in all subsidiaries.
Under the system, personnel in different posts in every subsidiary
will take up responsibility for safety production — each person will be
responsible for safety management in addition to regular duties in
management, production or business operations.

In the period, the preparation work of root cause analysis of safety
incidents was started. This involved carrying out in-depth analysis
of safety incidents to determine and analyse their causes, find out
solutions and formulate corresponding preventive measures.

Through regular plant safety checks and specific inspections, the
Group’s Health, Safety and Environment Department has been
making continuous improvements in safety management. In the
first half of 2013, a total of eight safety inspections were carried out
to all mainland plants. The Group’s safety management personnel
attended 1,212 hours of safety training offered by related mainland
bodies.

Environmental Protection

The efforts of “Bauhinia Variegata” inks in developing green products
have been seeing positive results with the launch of aromatic-free
cum ketone-free inks, soy inks, alcohol-based inks and water-based
inks. The Group’s household paints under the Bauhinia brand are
also committed to providing consumers with eco-friendly coating
products. In the reporting period, Bauhinia Paints launched an
all-new premium odour-absorbing glossy wall paint that employs
Bauhinia Paints’ innovative technology in odour absorption and is
completely free of harmful substances such as benzene, mercury,
lead. All emulsion paints, wood paints and engineering paints
produced by Bauhinia Paints have been inspected and approved by
specialists and relevant regulatory bodies. Since all product indices
are in compliance with related Chinese standards, they have been
recognised by China Association of Decorative Building Materials as
“Green, Eco-friendly and Energy-saving Products”.
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3.

TEHFET
Corporate Social Responsibility

Operating Practices

Last year, a set of “Ethics and Capability Emphasising” codes
of conducts were drawn up. In the period, to better promote
continually such a culture among employees, an essay competition
named “Ethics and Capability Emphasising around Us” was run. All
employees were invited to express their understanding and insights
on ethical and capability emphasising behaviours around them. In
order to encourage submission of essays, road shows about the
competition were successively carried out in various subsidiaries
and the number of employees attending was close to 900.

Community Involvement

Mobile Eye Surgery Centre Donation
Programme

The Group has been actively supporting the eyesight restoration and
poverty alleviation programme in the mainland since 2008 through
the donation of mobile eye surgery centre amounting to over HK$2
million each. The programme is to provide surgeries for poor cataract
patients in the remote areas of the mainland to restore eyesight.
Up to 2013, the Group has donated a total of 5 surgery centres
to Ningxia Hui Autonomous Region, Jiangsu, Shandong, Inner
Mongolia Autonomous Region and Yunan respectively and the total
donation amount exceeded HK$10 million. The Group will donate
an additional of 7 mobile centres before 2020 under the mobile eye
surgery centre donation programme to benefit more underprivileged
cataract patients in the mainland.

—E-=FERHEERE 2013 Interim Report
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4. Community Involvement continueq)

Mobile Eye Surgery Centre Donation
Programme (continued)

Up to 30 June 2013, the four mobile eye surgery centres donated by
the Group to Ningxia Hui Autonomous Region, Jiangsu, Shandong
and Inner Mongolia Autonomous Region have performed cataract
removal surgery to almost 20,000 patients living in remote areas.

Corporate Volunteer Team

In 2013, Yip’s Chemical Volunteers, the corporate volunteer team,
has set children and teenagers as its main service targets and the
team has also participated in social welfare activities concerning
environmental protection. For example, in conjunction with
Produce Green Foundation, a Hong Kong non-profit environmental
organisation, the team has run a programme that combines organic
farming with donating the produce to charity bodies. Besides
organising visits to children with intellectual disabilities in Hong Chi
Association and donating cookies to special schools, the team is
promoting green and healthy lifestyle by participating in World
Wide Fund for Nature’s Earth Hour energy conservation activity,
Friends of the Earth Hong Kong’s Tree Planting Challenge and the
Standard Chartered Marathon. Community services organised by
the mainland volunteers include tree planting, community clean-up
and visiting solitary elders and people with disabilities.

For the period ended 30 June 2013, Yip's Chemical employees in
Hong Kong and their relatives and friends contributed 114 hours of
volunteer services involving 61 participants. The contribution of their
mainland counterparts is 489 hours involving 122 participants.
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Community Involvement (continued)
Student Sponsorship and Scholarship

For eight consecutive years since 2006, Yip’s Chemical has
been running a student sponsorship programme in Jiangmen,
Guangdong. This year, around RMB600,000 was donated to
sponsor 93 needy students who are qualified for university
studies. In addition, the top 15 students from the arts stream
and science stream respectively who have excelled in the
college entrance examination as well as 22 teachers who have
contributed to the performance of outstanding graduating classes
were awarded.

Awards

EEHTEEETREFHALREENE2013F M bEEER |
Mr. Yip Tsz Hin, Chairman of the Group Executive Committee, was
awarded the 4th Asian Corporate Director Recognition Awards 2013

ENEM2013F M BHER AR — DB HE |

Asia’s Icon on Corporate Governance in the 9th Corporate Governance
Asia Recognition Awards 2013

{E K Hfth Corporate Social Responsibility and others

»

I3

i
bl

FZE201BFEHEMAR IZ[BRELELEERE] - [HRERE
1 TREREERFE AT IR EMNBRETBES

Best CSR, Best Environmental Responsibility, Best Investor Relations
Company and Asia’s Best CEO in the 3rd Asian Excellence Recognition
Awards 2013

HEREANE

Social Welfare Department

2012F &1 TEZ MR

Bronze Award for Volunteer Service 2012

At Mainland China
1#¥4-2E T Corporate Social Responsibility

2013(E = @) HE RIS
2nd China Finance Summit 2013

Hth Others

2012F EENE T EBRERGERE R ETE
9th Top 10 Awards Ceremony of Coatings Raw
Materials & Machinery Equipment 2012

[2013 & £ & {F 54 |
Best CSR 2013

[2012F EHERBIRKRIE ]
Top 10 Solvent National Brand 2012
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Liquidity and Financial Resources
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Liquidity and Financial Resources

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 bank loans and resulted in subsisting increase of gearing
ratio. As at 30 June 2013, the Group’s gearing ratio (measured by net
bank borrowings as a percentage of equity attributable to owners of
the Company) was 58.8% (31 December 2012: 51.5%). The increase
in gearing ratio was mainly attributable to the continuous investment of
capital expenditures on capacity expansion, increase in working capital
for substantial growth in sales and the rise in receipts of banker’s
acceptances (i.e. bills receivables) in new expanded markets. The
Group has always been highly concerned about continuous uprising
of gearing ratio and applied a series of measures to monitor cash
flow and ensure efficient usage of working capital, such as setting up
management policies and indicators to monitor account receivables,
account payables and inventory turnover days as well as banker’s
acceptances. The Group also periodically reviewed all capital investment
projects, splitting the project investments in phases or delaying non-
crucial items whenever possible. The Group through these measures
ensures a balance between prudent application of funds and business
development.

As at 30 June 2013, the gross bank borrowings of the Group amounted
to HK$2,515,025,000 (31 December 2012: HK$2,374,277,000). After
deduction of short-term bank deposits, bank balances and cash
amounting to HK$839,911,000 (31 December 2012: HK$966,300,000),
the net bank borrowings amountedto HK$1,675,114,000 (31 December
2012: HK$1,407,977,000). Out of the gross bank borrowings,
HK$1,079,064,000 (31 December 2012: HK$923,027,000) were
short-term loans and repayable within one year. Such loans were
denominated in three currencies, namely HK$965,834,000 in Hong
Kong Dollar, HK$54,176,000 in Australian Dollar and HK$59,054,000
in US Dollar (31 December 2012: HK$694,584,000 in Hong Kong
Dollar and HK$228,443,000 in US Dollar). Long-term loans repayable
after one year amounted to HK$1,435,961,000 (31 December 2012:
HK$1,451,250,000), of which HK$1,312,084,000 were denominated
in Hong Kong Dollar and HK$123,877,000 in Australian Dollar (31
December 2012: all were denominated in Hong Kong Dollar).
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Liquidity and Financial Resources

Liquidity and Financial Resources
(Continued)

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$300,000,000 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 mid-term loans
for the capital need of future development. As at 30 June 2013, mid
to long-term loans accounted for 76% of the total bank loans. 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 30 June 2013, a total of 15 banks in Hong Kong, Macau and
PRC granted banking facilities totaling HK$4,374,086,000 to the
Group and provided sufficient funds to meet its present working capital
and expansion requirement. 78%, 14%, 4% and 4% of these banking
facilities were denominated in Hong Kong Dollar, Renminbi, US Dollar
and Australian Dollar respectively. The Group arranges most of its bank
loans in Hong Kong for its China operations to enjoy the relatively low
borrowing rate and enhance performance. Following the adoption of
continuous series of measures to combat the debt crisis in Europe,
and the ongoing quantitative easing measures by the United States,
the three months or shorter Hong Kong Dollar inter-bank interest rate is
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 bank loans.
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

Employees

As of 30 June 2013, the Group has a total number of 4,792 employees.
113 employees are from Hong Kong and Macau while 4,679 of them
are from different provinces in China.

The Group places great emphasis on the management and
development of human capital. The employees are encouraged to
strive for improvement through internal and external training program,
on-the-job training and participation in the Group’s educational
subsidies, allowing for self-development in knowledge and skills and
to maximize their potential in their work. We offer excellent platform
for development of highly committed and capable employees,
regardless of their background, geographical region or educational
levels. Through versatile experience in challenging roles, the current
leadership of the Group has come through the ranks to advance to
positions of management. Besides the focus of developing employees
internally, the Group seeks not only to attract talent from outside but
also recruit top graduates from the best tertiary institutions in Hong
Kong, Mainland China, and abroad as well as provide them with
training and development opportunities. The Management Trainee
Program has been implementing for a number of years. Some of the
management trainees have demonstrated their excellence capabilities
and been advanced to positions of leadership within the Group.

The Group offers a challenging work environment, sets up different
programs for motivating employees to strive for improvement and to
upgrade their skills in order to sustain the development of business.
From time to time, the Group will make reference to market trends
for the review of remuneration policy so as to ensure reasonable and
competitive compensation and benefits. These include basic salary
and performance-based bonus to attract and retain talents.
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Interim Dividend

The Directors of the Company are pleased to declare an interim
dividend of HK10 cents per share for the six months ended 30 June
2018 (six months ended 30 June 2012: HK10 cents per share). The
interim dividend will be payable on or about 16 October 2013 to
shareholders whose names appear on the register of members (the
“Register of Members”) of the Company on 5 September 2013.

Closure of Register of Members

The Register of Members will be closed from 4 September 2013 to
5 September 2013 (both dates inclusive) for the purpose of determining
the entitlements of the members of the Company to the interim dividend.
No transfer of shares may be registered during the said period. In order
to qualify for the interim dividend, all transfers, accompanied by the
relevant share certificates, should be lodged with the Company’s Share
Registrars in Hong Kong, Tricor Secretaries Limited, 26/F., Tesbury
Centre, 28 Queen’s Road East, Hong Kong not later than 4:00 p.m.
on 3 September 2013.
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Directors’ and Chief Executives’ Interests and
Short Positions In Securities
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Directors’ and Chief Executives’
Interests and Short Positions In
Securities

As at 30 June 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 (“SFQO”)) which are required
(@) 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 are
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 (the “Model Code”) were as follows:

3E Long positions
ERROHE
Number of Ordinary Shares

EREZ BN
Bk
fBARER RikER ARER Approximate
Personal Family Corporate @y % of
s Name of Directors interests interests interests Total  shareholding
ETHEE Mr. Ip Chi Shing 169,342,532 3,764,000 () 14,280,000 (b) 187,386,532 33.34%
ErEi4E Mr. Yip Tsz Hin 35,240,248 20,000,000 (c) - 55,240,248 9.83%
ESBAE Mr. Wong Kam Yim 708,000 - - 708,000 0.13%
ZRREE Mr. Li Wai Man, Peter - - - - -
AtEEE Mr. Ho Sai Hou - - - - -
BERLE Mr. Tong Wui Tung - 700,000 (d) - 700,000 0.12%
RBFEE Mr. Ng Siu Ping 2,532,000 50,000 () - 2,582,000 0.46%
BELRE Mr. Wong Kong Chi - 100,000 (f) - 100,000 0.02%
BEEHDLE Mr. Au-Yeung Tsan Pong, Davie - - - - -
FER L Mr. Li Chak Man - 150,000 (g) - 150,000 0.03%
HEFEE Mr. Ku Yuen Fun 20,680 14,000 (h) - 34,680 0.01%

16 ERAISEAMRALT Yip’s Chemical Holdings Limited
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Directors’ and Chief Executives’ Interests and Short Positions In Securities
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Directors’ and Chief Executives’
Interests and Short Positions in
Securities (continueq)

Notes:

(@  Out 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.

(b)  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.

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

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

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

) 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.

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

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 30 June 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.

—E-=FERHEERE 2013 Interim Report
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Share Options

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 Scheme”) and the termination of the old share option
scheme (the “Old Scheme”) which was adopted by the Company on
3 September 2002. The New Scheme will expire on 24 May 2022.
Options granted under the Old Scheme prior to such termination will
continue to be valid and exercisable in accordance with the rules of the
Old Scheme.

During the six months ended 30 June 2013, movements in the number
of options which had been granted to certain Directors and employees
under the Company’s share option schemes are as follows:
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Share Options
RSB =) Share Options continued)
BREHE
Number of Share Options
AR
R-B-z% A8 AR BRM/HEE  R-ET-IF
-A-8 EEE B lapsed/  ~A=tH
i WATE Granted Exerdsed  Cancelled HATE
RiAH Exercise Outstandingat  duringthe  during the during Outstanding at
Date of Grant Price 1.1.2013 period period the period 30.6.2013
B
HKS
gs
Directors
EDEfE “EEMFRATHA
Mr. Wong Kam Yim 17 May 2004 1.590 300,000 - - - 300,000
“ERRETACTRA
24 October 2005 2.004 200,000 - . - 200,000
“RRLEMA=A
3 Apri 2007 4050 200,000 - - - 200,000
ZERN\EtAZ1-8
31 October 2008 1.950 100,000 - - - 100,000
“EENETREA
5 QOctober 2009 4536 200,000 - - - 200,000
“E2-ZE-At-f
11 January 2013 5942 - 200,000 - - 200,000
FERRE ZEIMERATLA
Mr. Li Wai Man, Peter 17 May 2004 1.590 100,000 - - - 100,000
ZERRETACTRA
24 October 2005 2.004 200,000 - - - 200,000
“ERtEMA=A
3 April 2007 4,050 200,000 - - - 200,000
“EEN\FTA=T-H
31 October 2008 1.950 100,000 - - - 100,000
ZERAETAEA
5 QOctober 2009 4536 200,000 - - - 200,000
“&2-zf£-At-A
11 January 2013 5942 - 200,000 - - 200,000
mtREE “E-ZE-f1-A
Mr. Ho Sai Hou 11 January 2013 5942 - 200,000 . - 200,000
1,800,000 600,000 - - 2,400,000
&I ZEERFTACTOA
Employees 24 October 2005 2.004 176,000 - - - 176,000
ZERLENAZA
3 April 2007 4,050 428,000 - (100,000) - 328,000
ZERNETAZT-H
31 October 2008 1.950 380,000 - (40,000) - 340,000
ZEINETALR
5 October 2009 4536 1,190,000 - (110,000) - 1,080,000
“F-ZE-Bt-A
11 January 2013 5942 - 6,920,000 - (50,000) 6,870,000
2,174,000 6,920,000 (250,000) (50,000) 8,794,000
3,974,000 7,520,000 (250,000) (50,000 11,194,000
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Share Options continued)

On 11 January 2013, a total of 7,520,000 options were granted
to 97 eligible employees of the Group including 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 Company’s New 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$8.226.

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 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 30 June 20183, 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, the following
shareholders other than the interests disclosed above in respect of
certain Directors, had notified the Company of relevant interests in the
issued share capital of the Company under Section 336 of the SFO:

Long positions

n=2—-=
~A=1H
LER N
2 RITRA
ZEDH
Percentage
of the issued

FTERRER iR 8E share capital
Name of 514 Number of of the Company
substantial shareholders Capacity shares held as at 30.6.2013
ZRBzL BEREBA
Ms. Ip Fung Kuen Beneficial Owner 47,592,000 8.47%
FMR LLC REKTE (M)
Investment Manager (Note) 33,714,105 6.00%

Capital Research and REKE

Management Company Investment Manager 29,410,000 5.23%

BfE -

BREFZRBEHRN R=ZZF—-—=F5xA
=+ B FMR LLC# 1% % # 533,714,105
BAEAQABDRG 2 MHHB32,314,105
B& J3 HIFidelity Management & Research
Company# & » B & 1,400,0008% B Fidelity
Management Trust CompanyEZPyramis
Global Advisors LLC#H °

PREXFTIFEN R=E—Z=ZF A=+
B BRTUL-—GBESERESTHRAE
REFZEERAR ICHEZERIN
BEALTBARQATEFERSEERA ARG
FHERIREEREZRFRBEMRAE
336IFF T ©

Note:

Under SFO, as at 30 June 2013, FMR LLC was deemed to be interested in
33,714,105 shares of the Company, of which 32,314,105 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 30 June 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.
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ER{CTEBEAER2AT Yip’s Chemical Holdings Limited

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

During the six months ended 30 June 2013, 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 30 June 2013, subject to as disclosed
below, the Company has complied with “Corporate Governance Code
and Corporate Governance Report” (the “CG Code”) contained in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) except that the Company does not
have a nomination committee (CG Code provisions A.5.1 to A.5.4). The
Company considers it is more beneficial and efficient for the full board
of Directors to perform the functions of the nomination committee.

Audit Committee

The Audit Committee was formed in November 1998 and comprises
three non-executive Directors and four independent non-executive
Directors and is chaired by Mr. Wong Kong Chi. Major duties of the
Audit Committee include reviewing financial information of the Group,
overseeing the Group’s financial reporting system and internal control
procedures, and monitoring of the relationship between the Group and
its external auditors.

An Audit Committee meeting was held on 15 August 2013 to review
the Group’s unaudited interim financial statements for the six months
ended 30 June 2013. Deloitte Touche Tohmatsu, the Group’s external
auditors, have carried out a review of the Group’s unaudited interim
financial statements for the six months ended 30 June 2013, which
is prepared in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants.

Model Code for Securities Transactions
by Directors

The Company has adopted 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 enquiry, all Directors have
confirmed that they have fully complied with the required standard
as set out in the Model Code during the six months ended 30 June
2013.
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TO THE BOARD OF DIRECTORS OF YIP’S
CHEMICAL HOLDINGS LIMITED

Introduction

We have reviewed the condensed consolidated financial statements of
Yip’s Chemical Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 25 to 52,
which comprise the condensed consolidated statement of financial
position as of 30 June 2013 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the six months
then ended and certain explanatory notes. The Main Board Listing
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34”) issued by the Hong Kong Institute of Certified
Public Accountants. The directors of the Company are responsible for
the preparation and presentation of these condensed consolidated
financial statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated financial
statements based on our review, 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.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of these
condensed consolidated financial statements consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly we
do not express an audit opinion.

ZE-=FERHXEEARSE 2013 Interim Report
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24 ER{EIEEHRAT Yip’s Chemical Holdings Limited

Conclusion

Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated financial statements are
not prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 August 2013
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Condensed Consolidated Statement of Profit or Loss and
Other Comprehensive Income

BE-Z—=FA=1HIEA For the six months ended 30 June 2013

BZARNA=1tHIAEA
Six months ended

—E-=F —E-—F
30.6.2013 30.6.2012
Ft = FE T FE T
Notes HK$’000 HK$'000
(REZERZ) (RECERZ)
(Unaudited) (Unaudited)
EEH Turnover 3 4,403,352 4,045,144
SHER AR Cost of sales (3,713,724) (3,387,431)
EF Gross profit 689,628 657,713
Hebl A Other income 4a 84,131 30,815
HittW &= R 518 Other gains and losses 4b (13,328) (3,328)
HERKHER Selling and distribution expenses (171,579) (163,427)
—RRTBER General and administrative expenses (385,834) (328,138)
ANEEMA Interest expense (24,084) (18,406)
BRB AR A Profit before taxation g 178,934 175,229
Bi| Taxation 6 (17,998) (24,513)
IRHR A Profit for the period 160,936 150,716
Hh2HEWE () Other comprehensive income (expense):
BIEEHMPEEEZMNER ©  Items that will not be reclassified subsequently
to profit or loss:
ErEZ2REEmMEEZ Exchange differences arising on
E R =R translation to presentation currency 63,559 (25,758)
HERACHENERERZ Revaluation of leasehold properties for own
REVERE use upon transfer to investment properties - 38,321
63,559 12,563
B EHEREZMER ¢ Item that may be reclassified subsequently
to profit or loss:

BERETARZ TR Net adjustment on cash flow hedges 11,233 (5,075)
REAE A 2 IS Other comprehensive income for the period 74,792 7,488
Y2 E WL Total comprehensive income for the period 235,728 158,204
ANERATRI AL 7 5E Profit for the period attributable to:

RATRRE Owners of the Company 128,770 123,875

FERRER Non-controlling interests 32,166 26,841

160,936 150,716
ANHR 2 E U R G 17 4R Total comprehensive income
attributable to:
RATRR Owners of the Company 196,836 134,097
FEERES Non-controlling interests 38,892 24,107
235,728 158,204
BREF Earnings per share 8
—ER - Basic HK22.9 cents Bl HK22.3 cents &1l
-8 - Diluted HK22.8 cents Ll HK22.2 cents &l

—E-=FERHEERE 2013 Interim Report
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Condensed Consolidated Statement of Financial Position

RZF—=F"A=1H As at 30 June 2013

NZB-Z=F RZZ—ZfF
AB=tR +t=A=t-A
30.6.2013 31.12.2012
HEE TER FET
Notes HK$’000 HK$'000
(REERZ) (BER)
(Unaudited) (Audited)
FREEE Non-current assets
ME - BEKRE Property, plant and equipment 9 1,572,930 1,453,531
JETLiiEE Prepaid lease payments 219,896 212,809
REYE Investment properties 9 66,300 66,300
(RS Goodwill 69,574 69,574
BEE Intangible assets 10,813 13,215
AHHERE Available-for-sale investment 23,777 23,421
BEME  BERREE Deposits paid for acquisition of property,
Rt fEAETE plant and equipment and land use rights 82,067 78,723
HithERBEE Other non-current asset 4,600 4,600
2,049,957 1,917,173
nEEE Current assets
=FE Inventories 1,136,038 870,332
FEWERR R FEWNEE Trade and bills receivables 10 3,131,057 3,073,440
Hih e ARF R FBFFRIE Other debtors and prepayments 10 333,581 310,819
FE(F L #biEE Prepaid lease payments 5,029 4,990
EHIRITIER Short-term bank deposits
—A=MEA REIH — with original maturity within
three months 251,633 218,540
—ZR=EAZEHE - with original maturity more
than three months 42,324 19,128
RITHEBRRES Bank balances and cash 545,954 728,632
5,445,616 5,225,881
nEEE Current liabilities
BRI R ESTER Creditors and accrued charges 11 1,569,384 1,566,672
BRNARARRRZRE Dividend payables to owners
of the Company 84,317 -
i ZNETEN Taxation payable 37,029 71,990
PTESmIA Derivative financial instruments 3,159 7,451
IRITIEE - —FREIH Bank borrowings — amount due
within one year 12 1,079,064 923,027
2,772,953 2,569,140
REEEFE Net current assets 2,672,663 2,656,741
HEERRBERE Total assets less current liabilities 4,722,620 4,573,914

HER{LTEBAER2LT Yip’s Chemical Holdings Limited
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Condensed Consolidated Statement of Financial Position

R=B-=F R=F—=fF
AA=tA tZA=1-H

30.6.2013 31.12.2012
Ft FTERx TR
Notes HK$’000 HK$'000
(REBEZ) (&8 Z)
(Unaudited) (Audited)
¥ReasE Non-current liabilities
TEERTA Derivative financial instruments 24,530 8,120
RITEE ——FHREH Bank borrowings — amount due
after one year 12 1,435,961 1,451,250
REHBEE Deferred tax liabilities 12,079 11,273
1,472,570 1,470,643
3,250,050 3,103,271
BRAK i Capital and reserves
IR AR Share capital 13 56,211 56,186
& Reserves 2,792,425 2,677,010
ARA T RREEER Equity attributable to owners
of the Company 2,848,636 2,733,196
FERER Non-controlling interests 401,414 370,075
3,250,050 3,103,271

—E-=FERHEERE 2013 Interim Report
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Condensed Consolidated Statement of Changes in Equity

HE-Z—=FA=1HIEA For the six months ended 30 June 2013

BRNENTRT LR
Atrbutable to owners of the Company
BRkE TUAK BAEE  MEER #ok
i &k i &k B
BE  BOEE  See  No- HPRE ENEE  RRRE Gl Poety REEA Non-

Share Share opfon dstioutabe  Hedging  Translation legdl redemption revaluaion  Retained B3t contoling aif
il pemum  resene  reSene  feSeVe RSN IESENe fGSene Tesene profts Totd  inferests Total
Tan TR A TEn TEn TR T TEn TR TR T TR TEn
HKS000  HKSOO0  HKS000  HKSOOD  HKSO00  HKSO00  HKSO0  HKSO00  HKSOO0  HKSOO0  HKSO00  HKSOD  HKS000

HZB-2E-A-BEFH) A1 Jenvary 2012 (Audted) 5515 S0 214 676 (11103) 4813 BN 5416 - 120000 2428 39780 2792061
KA Proft for the perod - - - - - - - - - 1885 188 %8 150716
RfEMELZERZE  Dxchangedifeencesarsing

on frandlation - - - - - (23008) - - - - (8005 @2793)  (57%9)
RERHNELTE Net adjustments on cash fow hediges - - - - B - - - - ] 10 [)
HERZRENENER Revaluation ofleasehod properies
BRENERER for own use upon ransfer fo

nvestment propertes - - - - - - - - B3 - 83 - 383
KEAACUE)NGEE Totel comprehensie expense)

ncome forthe period - - - - (5,094)  (28005) - - B3 128875 134007 24107 168204
U5 Subtotal 55016 595,690 2154 67176 (16197) 408438 3457 5416 3832 1414779 2606378 343867 2960265
RERBEAFMBARA  Shaesisued ot premium upon
LRE etercise of share oo 88 25 312) - - - - - - - -
HEREATZENEE  Echangediferences rased upon

deregistration of a subsidiary - - - - - 5,356 - - - B3%) - - -
g% Transfer - - - - - - 1353 - - (1,363) - - -
KDARRRE Dividends to owners ofthe Company 59 U8 - - - - - - - (B66%)  [(31219) - )
WEAZAEREERE  Didendtoanoncontioling

sharefolder of a subsiciary - - - - - - - - - - - BoM) B
WSE-ZERBZTR A0 June 2012 (Unaucited
(FE80) 56177 _ 633063 _ B _ 67716 _ (16107) 413704 _ B0 _ 546 _ B3 133N 254D _ 30843 2018245
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Condensed Consolidated Statement of Changes in Equity

BRNALARR AL
Attributable to owners of the Company
FRE AR BRER  MREf 2R
i B i BA B
BE  BAEE  Shee  Non-  HPBE ENEE  RRBE  Catd  Popety RERA Nor-

"

Share Share option distributable  Hedging  Translation Legal redemption revaluation  Refained i controling B
captal  premum  reseve  reseve  reseve  reseve  reseve  reseve  reseve  profits Total interests Total
Tan  TEn TR TEn  TEn TR T THEn TR TR TEr TR TEn
HKS000  HKSO00  HKS000  HKSO00  HKS000  HKS000  HKSO00  HKS000  HKSO0D  HKSO000  HKS000  HKS000  HKS000

RIE-ZE-F-B(EFH) A1 Janvary 2013 (Aucited) 56,186 633,578 175 67715 (15571)  469%%0 39978 5416 38321 1435804 273319 370,075 3103211
e Proft for the period - - - - - - - - - 1870 1870 166 160936
RfEnEE 2B ZE Exchange diferences aisig on iansaion - - - - - 5683 - - - - 5683 676 635
ReRUEERE Net adjustments on cash fow hediges - - - - 1% - - - - -1 -
ABRENEEE Total comprehensive inoome for the period - - - - B 568 - - - 1870 1968% %8R 2578
it Subtotal 56,186 633,578 1754 671,715 (43%8) 526,763 39,013 5416 38321 1564664 2930032 408967 3,336,999
REEREEGERET Shares ssted atpremium Upon exercise
Rtz &R of sharg options 51 (15) - - - - - - - %2 - 92

BRRALERART Recagniion ofequiy-setted

share-based payments - - 1,939 - - - - - - - 1,939 - 1,939
HABRERSEZREEA  Share optons canceled and ransfered

toretained profts - - (51) - - - - - - 51 - - -
SEREATZENEE  Echangediferences rased upon

deregistration of subsiclaries - - - - - m) - - - 3072 - - -
& Tensler - - - - - -3 - - (3% - - -
KAARRRE Dicends to owners f the Company - - - - - - - - - B3 @) - )
WEATASRBRRE Dvidendtoanon-contioling

shareholder of a subsicary - - - - - - - - - - - 1) [715%)
WSE-ZERBZTA A0 June 2013 (Unaucited

(R0 56211 634670 3507 61s (4.338) 523691 4333 5416 3831 1480112 2848636 401414 3250050

A 53 A s 8 BB 40 A R B K B B AL 2 The non-distributable reserve represents capitalisation of retained
BARSBREENARERBRERUT profits of certain subsidiaries established in Mainland China for capital
BEZES  ((BEUEIFEEBE)E re-investment in these subsidiaries and funds shall be used to (i) make
KREEEE- up prior year losses or (i) expand production operations.
AARRKZEERERBBUIIME R The legal reserve is non-distributable and represents the transfer
AREEBEEMtEZEEERBAZ of profits of a subsidiary outside Hong Kong pursuant to the legal
A o requirements in the relevant place of registration.
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Condensed Consolidated Statement of Cash Flows

BE-Z—=FA=1HIEEA For the six months ended 30 June 2013

BEAA=1tHIEAEA
Six months ended

30

—E-=fF —E-——F
30.6.2013 30.6.2012
FTHET FTiEx
HK$°000 HK$'000
(REERZ) (REERZ)
(Unaudited) (Unaudited)
KEERMEEZFESEIH  Net cash used in operating activities (119,398) (59,063)
REX£BEEZFHS Net cash (used in) from investing activities
(ZE)WBA
ERZR=@AZZIHz Withdrawal of short-term bank
BHRITER deposits with original
maturity more than three months 460 336,497
FIESH=EREIHZ Placement of short-term bank
BHRITER deposits with original
maturity more than three months (23,656) (87,264)
BEYE  BERRE Purchases of property, plant and equipment (89,289) (100,561)
BEYE  BERRET2 Deposits paid for acquisition
of property, plant and equipment (82,067) (54,422)
Fa s LA S0 Addition to prepaid lease payments (7,819) =
HENE - BERZEUR Proceeds from disposal of property,
+ #th 5 FRE Pk 2 FRIE plant and equipment
and land use right 7,791 11,344
HEJAFELENEE Proceeds from disposal of asset
Pz ;18 classified as held for sale = 4,623
AHEERENERRE Dividend received from
available-for-sale investment 31,539 -
HpiRERERE Other investing cash flows 6,762 5,346
(156,279) 115,563
MEXBEEZFHRS Net cash from (used in) financing activities
WA ()
HILRITER New borrowings raised 1,270,708 1,154,521
BITIRAD TS 78 Proceeds from issue of shares 982 2,303
BERITER Repayment of borrowings (1,129,960) (1,236,462)
RS Dividends paid - (31,279)
TAFE Interest paid (24,084) (18,406)
HitmERERE Other financing cash flows - (3,065)
117,646 (132,388)
BeRBEEEFRD Net decrease in cash and cash equivalents (158,031) (75,888)
BB zRERBEEH Cash and cash equivalents at beginning of the period 947,172 716,152
EXGEMELE2FE Effect of foreign exchange rate changes 8,446 (4,204)
BRECRERESEH Cash and cash equivalents
at end of the period 797,587 636,060
BERBESEBEHRIN Analysis of balances of cash and cash equivalents
RITEBEES Bank balances and cash 545,954 531,096
REEAREEHZ Short-term bank deposits with
RHESRITER original maturity within three months 251,633 104,964
797,587 636,060

ER{TEBEAER2AT Yip’s Chemical Holdings Limited
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Notes to the Condensed Consolidated Financial Statements

BE-Z—=FA=1HIEEA For the six months ended 30 June 2013

1.
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1.

Basis of Preparation

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

Principal Accounting Policies

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

In the current interim period, the Company and its subsidiaries
(collectively referred as the “Group”) have applied, for the first
time, certain new or revised Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by HKICPA that are mandatorily
effective for the current interim period.

Except as described below, the accounting policies used and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2013 are
the same as those followed in the preparation of the Group’s
annual consolidated financial statements for the year ended 31
December 2012.

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

In the current interim period, the Group has applied for the first
time HKFRS 10, HKFRS 11, HKFRS 12 and HKAS 28 (as revised
in 2011) together with the amendments to HKFRS 10, HKFRS
11 and HKFRS 12 regarding the transitional guidance. HKAS
27 (as revised in 2011) is not applicable to these condensed
consolidated financial statements as it deals only with separate
financial statements.

—E-=FEPHEERE 2013 Interim Report
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Notes to the Condensed Consolidated Financial Statements

2. FERHBE 2
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2. Principal Accounting Policies (continued

New and revised standards on consolidation, joint
arrangements, associates and disclosures (Continued)
HKFRS 10 replaces the parts of HKAS 27 “Consolidated and
separate financial statements” that deal with consolidated
financial statements and HK(SIC) — INT 12 “Consolidation —
Special purpose entities”. HKFRS 10 changes the definition of
control such that an investor has control over an investee when
a) it has power over the investee, b) it is exposed, or has rights,
to variable returns from its involvement with the investee and c)
has the ability to use its power to affect its returns. All three of
these criteria must be met for an investor to have control over an
investee. Previously, control was defined as the power to govern
the financial and operating policies of an entity so as to obtain
benefits from its activities. Additional guidance has been included
in HKFRS 10 to explain when an investor has control over an
investee.

HKFRS 12 is a new disclosure standard and is applicable to
entities that have interests in subsidiaries, joint arrangement,
associates and/or unconsolidated structured entities. In general,
the application of HKFRS 12 will result in more extensive
disclosures in the Group’s annual consolidated financial statement
for the year ending 31 December 2013.

The directors of the Company reviewed and assessed the
application of these five standards in the current interim period
and concluded that they have had no material effect on the
amounts reported in these condensed consolidated financial
statements and/or disclosures set out in these condensed
consolidated financial statements. In particular, the directors of
the Company have assessed the impact on HKFRS 10 which
changes the definition of control over an investee, and concluded
that no material effect on the condensed consolidated financial
statements.
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Notes to the Condensed Consolidated Financial Statements

2. FEEHBER =

2. Principal Accounting Policies (continued
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HKFRS 13 Fair value measurement

The Group has applied HKFRS 13 for the first time in the current
interim period. HKFRS 13 establishes a single source of guidance
for, and disclosures about, fair value measurements, and replaces
those requirements previously included in various HKFRSs.
Consequential amendments have been made to HKAS 34 to
require certain disclosures to be made in the interim condensed
consolidated financial statements.

The scope of HKFRS 13 is broad, and applies 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, subject to a few
exceptions. HKFRS 13 contains a new definition for ’fair value’
and defines fair value as the price that would be received to sell
an asset or paid to transfer 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.

In accordance with the transitional provisions of HKFRS 13, the
Group has applied the new fair value measurement and disclosure
requirements prospectively. The application of this HKFRS in the
current interim period has had no material effect on the amounts
reported in these condensed consolidated financial statements.
Disclosures of fair value information in accordance with the
consequential amendments to HKAS 34 are set out in note 16.
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Notes to the Condensed Consolidated Financial Statements

2. FERHBE 2
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2. Principal Accounting Policies (continued

Amendments to HKAS 1 Presentation of items of other
comprehensive income

The amendments to HKAS 1 introduce new terminology for
statement of comprehensive income and income statement.
Under the amendments to HKAS 1, a statement of comprehensive
income is renamed as a statement of profit or loss and other
comprehensive income.

The amendments to HKAS 1 require additional disclosures to be
made in the other comprehensive 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 existing 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.

Amendments to HKFRS 7 Disclosures - Offsetting
financial assets and financial liabilities

The amendments to HKFRS 7 require entities to disclose
information about rights of offset and related arrangements
for financial instruments under an enforceable master netting
agreement or similar arrangement. The Group has outstanding
derivative financial instruments presented as financial liabilities in
the condensed consolidated statement of financial position which
are under master netting agreements.

The amendments require retrospective application. For the
purpose of preparing the condensed consolidated financial
statements, the additional disclosures are not presented but
will be included in the Group’s annual consolidated financial
statements for the year ending 31 December 2013.
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2. FEEHBE @

2. Principal Accounting Policies (continued

FEESTEAEMRP U HR
HZET(EAERMBREEL
—ERANFEE-FR——FBEHYZ
FEMEZEG)
FEBRATHHMEEREREE
S ERIE4 P MM ®RE |2
BRI EFREBYBHRELERN-F
ENFEZE-—FRAHPIFER
D  BEBEFENEMRZ
EITEA BEZI 2B 2REE
REGEENZEHEAETHOEE
EERRE(ETEEEBERRE]DZ
BN ZE2I 0 EE E—RFEMH
BREMRBECREEEREZDE -
FERTHPBHREBLINE

HRAKEUHEIBEERE
BHEENE-FEFHE2SHRE
EAKE  FAEEYEFAREE
REEERMEAMESINE 208
BRI HAERMD ©

A7 v 2 53 5 B P L 387 T S AR A8
R BB BREENHZEEHR T
EUBREMEB2EER &
EHPEMBREMBEIKREY
BEAXE -

Amendments to HKAS 34 Interim financial reporting (as
part of the annual improvements to HKFRSs 2009-2011
Cycle)

The Group has applied the amendments to HKAS 34 “Interim
financial reporting” as part of the annual improvements to
HKFRSs 2009 — 2011 cycle for the first time in the current interim
period. The amendments to HKAS 34 clarify that the total assets
and total liabilities for a particular reportable segment would be
separately disclosed in the interim financial statements only when
the amounts are regularly provided to the chief operating decision
maker (the “CODM?”) and there has been a material change from
the amounts disclosed in the last annual financial statements for
that reportable segment.

Since these has been no material change from the amounts
disclosed in the last annual financial statements for the Group’s
reportable segments, the Group has not included total assets and
liabilities information as part of segment information as disclosed
in note 3.

The application of the other new or revised HKFRSs in the current
interim period has had no material effect on the amounts reported
in these condensed consolidated financial statements and/or
disclosures set out in these condensed consolidated financial
statements.
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3. XM

REEAE  AEEENSEED
BUTRBER - BAR - 28 -
R mMREM e AEEMNEZEE
BERAKLE D EER -

REBESN 2D BEEEBUT ¢

BE - WEREEAEREN
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3. Segment Information

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

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

Segment result represents the profit earned or loss incurred by
each segment without allocation of interest income, dividend
income, net exchange gain or loss at corporate level, 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 CODM, for the purposes
of resource allocation and performance assessment.
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3. ¥B9d 3. Segment Information continveq
DHEEEERES Segment revenue and results
AEBREBEAREEE E & An analysis of the Group’s turnover and results by operating
HEREBEIMWT : segments for the period under review is as follows:
25|
Vi E
Reportable
&E B3 BEH segment it RAEH )
Solvents Coatings Lubricants total Others Elimination ~ Consolidated

TR Fin TR TR TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BEZ-Z-=F Six months ended

AA=tRIEAER 30 June 2013
PEEXE Segment revenue

HiMEE External sales 2,605,920 1,552,698 202,371 4,360,989 42,363 - 4,403,352

PEBHE Inter-segment sales 108,371 - 895 109,266 - (109,266) -
PEAEER Total segment revenue 2,714,201 1,552,698 203,266 4,470,255 42,363 (100,266) 4,403,352
E4 Reslts

PERE Segment results 117,373 50,484 1,204 169,151 8,067 4,503 181,721
fTESRMIA Fair value change on

DMEZEE derivative financial

instruments (23,351)

RABBA Unallocated income 66,958
KORER Unallocated expenses (22,310)
HEER Interest expense (24,084)
BBiRDER Profit before taxation 178,934
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3. ¥B9®¥ = 3. Segment Information (continued)
SEESEEMELS(F) Segment revenue and results (Continued)
25
ARG
Reportable
A 23 BEH segment Hih RBEH s
Solvents Coatings Lubricants total Others Elimination  Consolidated

TR T T Thn TiEn TiEn T
HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BE-E-C% Six months ended

~A=TALEAEA 30 June 2012
PEEXE Segment revenue

HIMEE External sales 2,309,488 1,486,247 202,890 4,018,625 26,519 - 4,045,144

PEBHE Inter-segment sales 65,000 - - 65,000 - (65,000) -
PEBEER Total segment revenue 2,394,488 1,486,247 202,890 4,083,625 26,519 (65,000) 4,045,144
%5 Results

PEEE Segment results 124714 68,490 (7,873) 185,831 1,102 (1,757) 185,176
fTEERMIA Fair value change on

DEZE derivative financial

instruments (1,610)

RENE Increase in fair value of

DAEEM investment properties 15,600
FABMA Unallocated income 9,250
KABER Unallocated expenses (14,781)
FISER Interest expense (18,406)
BBiATER Profit before taxation 175,229
o %8 [ 8 5 B 8 B Y R B Inter-segment sales are charged at the similar terms as external
i o sales.

38 EEKLTIEEERAT Yip’s Chemical Holdings Limited
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4. HEAMEMKES R 4. Other Income and Other Gains and

[F ] Losses
BZEAA=THLAEA
Six months ended
—B-=f —B-Cf
30.6.2013 30.6.2012
TR TET
HK$°000 HK$'000
o) AEEEHMBAFESRE: a)  The Group’s other income
mainly comprises:
FISUON Interest income 6,762 8,537
AfHERENRERA Dividend income from
available-for-sale investment 31,539 -
EEIATRME Government compensation for
BFwEES (M) a factory relocation (Note (i) 18,288 =
BEAZBFREDS Government grants recognised 6,664 2,016
ik - Note:
() ZEBEERR-Z—_FZRIR )  The amount represents compensation received from the relevant
AR B 2 TR 4% M (e 46 B8 P B AT PRC government authority as a result of a factory relocation in PRC
HEAWE 2 FHES - which was completed in 2012,
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4. Htig AfnEMIES R
Bl

4. Other Income and Other Gains and
Losses (continued)

BEANA=THLAEAR
Six months ended

—B-=f —B-Cf
30.6.2013 30.6.2012
TR FiEn
HK$000 HK$'000

b AEEHUKEREEEE:

INEEHEEZ
B 52 M (EE()
EREfeNziTEeR
TRz AAERRFE))

/J\E~|-
RtV ERRRFEEZ
RER S (F1])

NEEHANZITESH
IEZDAEEE

REWE 2 DB
RIRRZEAR (R

LENE - BERRER
TifEREZF (BR) KE

MfEE

() R-Z-—=FWA xEESEEH
Rt ([R 7T 1) $R1TE 24,800,000
R 7T (8 % 74198,648,00058 7T ) ©
B INE R R E RIK - ANEERT
3 RIS H A M LB R E RSN
HIRITE R o IMNESRITER R BBHE
BEHENDREZFHED BIERH
F128%16 °

(i) HIm - ESFETAERERZER
f® - WS RBABRERK B
ERMETIRIRARER -

The Group’s other gains

and losses comprise:
Exchange gain arising from a

foreign currency bank loan (Note (i) 22,481 -
Fair value loss on derivative financial

instruments of a cross currency

swap contract (Note (i) (23,351) -

Sub-total (870) -

Net exchange gain (l0ss) arising

from other foreign currency

balances and transactions 17,373 (14,843
Fair value loss on derivative financial

instruments of foreign exchange

forward contracts - (1,610)
Increase in fair value of investment properties - 15,600
Allowance for bad and

doubtful debts (Note (i) (28,241) (6,012)
Net (loss) gain on disposal of property,

plant and equipment and land use rights (1,590) 3,537

(13,328) (3,328)
Notes:

(i) 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 foreign currency
bank loan and the fair value of the cross currency swap contract are
set out in notes 12 and 16 respectively.

(ii) During the period, the directors assess the recoverability of the
trade receivables on a regular basis and determine the allowance for
bad and doubtful debts after taking into accounts of the repayment
history and settlement situation of the relevant debts.

40 ERX{TH£EARADT Yip’'s Chemical Holdings Limited
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bl : - -
FRIR BUAEF 5. Profit before Taxation
BEAA=1THILEAREAR
Six months ended
—g-=# —B-=f
30.6.2013 30.6.2012
FET FH&xT
HK$’000 HK$’000
BRELADERIE HBR Profit before taxation has been

THEE : arrived at after charging:

B EE#E Amortisation of intangible assets 2,471 3,114
Y BMERRZE Depreciation of property,

ZITE plant and equipment 52,679 41,844
FEAS L i FH S S Release of prepaid lease payments 2,229 1,653
A 6. Taxation

BZEAA=1THILEAREAR
Six months ended
—g-=# —E-=f
30.6.2013 30.6.2012
FExT T
HK$’000 HK$’'000
HERERE The charge comprises:
FEH -BS Current tax — Hong Kong
ZNHAE Current period - 74
BEHBDREE Underprovision in prior periods 595 556
595 630
PS8 — B KR Current tax — Mainland China
ZNHAE Current period 41,077 35,249
BEPEZIREE Overprovision in prior periods (24,480) (13,680)
16,597 21,569
17,192 22,199
IR TE Deferred taxation
ZHAE Current period 806 2,314
17,998 24,513
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6. MIE =

7 78 FI 15 B 1% [0 B8 HA RS P SR Bt v A
Z16.5%5H1E °

RIBPEAREMBEEEREDE
(TEEREREDREEMRER
EBERRD  PERENBARZ
REB-ZBENFE-F-—HEAR
25% °

RAPBEARELE 2R DR EA A
ZSHEETRUBRBBER - B
BHERERBEEERRL A2
AETHEAREHEBLRDEERE
BERESENFELCEMFERR
TEIAREEEMER  MARZE
TEAENBARAEREREBR
TE-CHE+Z A=+ -HLEFE
ZZEAFBPBEARELXAEHE
50%RRB - RPBAEEE 2R
RAETHEARNSERERSH
Biit% - AREWBLAREE
“E-AFUE=FRZAEHRES
16% ° REIRPERETEHENE
AZERBEERIELEME -

AEEDREPEKpECERESH
5B e AR ) AR 5t R A% 1 P B K BE
ETHBARBE-ZEZENF—A—
HEeE BEMERF 2R ER
B ARRDEEFERELH
15 o FEAFEREMEREERK
BIREBREFEPE R ERRKRER
R 5 K B 7B 5% 2= 10% 8 Fi =
MIERB c AN AR B EER BN
EEEHBETREZNRR
MEEEERAUERERITELE
B E o B 5 B N AR AR B K B
BARB=-ZZENFEF—A—HE
EHRBNE T AL RRE &R
1,751,028,0008 T(=&F ——F +
—HA=+—H:1,592,280,000/& 7T )
e RIEFEFLIE ©

EK{LIEEBER2LT Yip’s Chemical Holdings Limited

6. Taxation (Continued)

Hong Kong Profits Tax has been provided at the rate of 16.5% of
the assessable profit for the period under review.

Under the law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law”) and the Implementation Regulation of
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 were 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 were 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 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.

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 which are not residents in Mainland
China. 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$1,751,028,000 (31 December 2012: HK$1,592,280,000) as
the directors of the Company 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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Et—HLEFEZER15.08ME
$£84,317,0005% 7t (B 55 IR 10 22 12 4
886,000/ 7t ) Z BRI B 2k & 1
—E—=FtAXffe

BEZZE——FXxXA=1+HI~E
A ERBE-_ZE——F+=-AH=
+—HIEFEXSFER12.08MWUE
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7. Dividends

During the period, a final dividend of HK15.0 cents per share
totalling HK$84,317,000 (with share alternative of HK$886,000)
in respect of the year ended 31 December 2012 were declared
and paid in July 2013.

For the six months ended 30 June 2012, a final dividend of
HK12.0 cents per share totalling HK$66,699,000 (with share
alternative of HK$35,420,000) was paid for the year ended 31
December 2011.

Subsequent to 30 June 2013, the directors of the Company
resolved to declare an interim dividend of HK10.0 cents per share
totalling not less than HK$56,000,000 for the six months ended
30 June 2013 (six months ended 30 June 2012: HK10.0 cents
cents per share totalling HK$56,187,000). The interim dividend is
payable on 16 October 2013 to the shareholders of the Company
whose names appear on the Company’s register of members on
5 September 2013.
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8.

SREH

AARRREEBREARR #HR
BADGRETIERFE :

8. Earnings Per Share

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

BZA<A=1tHIAEA
Six months ended

—g-=# —E-=f
30.6.2013 30.6.2012
FE T FEx
HK$’000 HK$’000
STEESREARREEE Earnings for the purposes of calculating
Bz ZF basic and diluted earnings per share 128,770 123,875
A8 E
Number of shares
T T
’000 ‘000
STEEREREBRZ Weighted average number of shares
INREF IR & for the purpose of calculating basic
earnings per share 561,933 555,833
AREHEBRNEEZ Effect of dilutive potential
i P73 ordinary shares:
IR AE Share options 2,894 1,731
STEEREERERZ Weighted average number of shares
INREF TR & for the purpose of calculating

3R - BB Bk E Ll B
REMRZEE

R AREEEAA163,012,00058
T(BEZZ——FXA=1tHILX
& B : 147,578,000/ 7t ) TE AR
ABRE KR FENREUERER °

RBEEHR  AEENREVEL
REER-Z--F+-A=1+—
AZARELREEERMBHPE
B A BB E AT E S BB AT
HAERAR(EASBEYERE) D
FiE ZEHENES2EERE
150 240 3 J% AR 50 9 SR AL D 363 H 7 (B
BAES -

BE-ZZE——FA~"A=1tHILR
BA REWHERD A EREM
156000008 T E EEREBENE

&
i

diluted earnings per share 564,827 557,564

9. Movements in Property, Plant and
Equipment and Investment Properties

During the period, the Group incurred approximately
HK$163,012,000 (six months ended 30 June 2012:
HK$147,578,000) mainly for additions to manufacturing plant in
Mainland China to expand its manufacturing capacity.

The fair value of the Group’s investment properties as at the
end of the current interim period does not differ from their fair
value as at 31 December 2012 and were both fair valued by
an independent qualified professional valuer, Roma Appraisal
Limited, which is not connected with the Group. The valuations
by the independent qualified professional valuer were arrived
at by reference to recent market prices for similar properties in
similar locations and conditions in Hong Kong.

During the period ended 30 June 2012, the resulting increases in
fair value of investment properties of HK$15,600,000 had been
recognised directly in profit or loss.

ER{TEBEAER2AT Yip’s Chemical Holdings Limited
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10. B IR R B R 1% - 10.Trade and Bills Receivables, Other

HMEKERRAMR Debtors and Prepayments
]

R-B—=F R-ZE——F

AA=+A +=A=+—H

30.6.2013 31.12.2012

T FHT

HK$’000 HK$'000

FEWBR TR Trade receivables 2,059,393 1,912,901

EWERE Bills receivables 1,071,664 1,160,539

3,131,057 3,073,440

HtEWRRRANRARETERRE
BENHERRE  BRHERAS
K U TR IR E L o

MNBEBRRERERREZZEZAH
ZEIREBR DN ENBRRERES
63,339,000B T (ZE——F+=A
=+—H : 36,949,000/ T)T :

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

An aged analysis of trade receivables presented based on the
invoice date, net of allowance for bad and doubtful debts of
HK$63,339,000 (31 December 2012: HK$36,949,000) at the
end of the reporting period is as follows:

R-B—=F R-ZE——F

ANAE=+H +ZA=+—H

30.6.2013 31.12.2012

THET FHET

HK$’000 HK$’000

FBEE={AA 0-3 months 1,715,252 1,525,139
= 1@ A 4-6 months 268,409 340,158
~ME B L E Over 6 months 75,732 47,604
2,059,393 1,912,901

AEERERTOHRETFIREM
H30ARZRZEEH - BERNE
ENSRFARCERFZEEKX
RREEF -

BWEESE A RITERRERM
MZRITAREE » NEBIRER
BEREZEF B ARTHAL 2R
TRAEREBEUIRNR

LEHAREERAEEZRITE
AEERHARRTEBANEAR
B ROEALERSEIERAPH
BARITREERITRZRZRITE
ARERIHAZRM -

The Group allows a credit period ranging from 30 to 90 days to its
trade customers generally. A longer credit period may be granted
to large or long established customers with good payment
history.

Billsreceivables represent $R 177 5. I 2 (“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 due date not longer than six months from the
date of issuance. The banker’s acceptances will be settled by the
banks, which are mainly state-owned banks or commercial banks
in the PRC, on the due date of such banker’s acceptances.
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1. FEf ARk B FE R BR B

11.Creditors and Accrued Charges

ENERRESERASEREATER
1,204,542,000/8 T ( ZE—=—F +
— A =+ — B :1,142,535,000/&
T) o B TABRIEEEEFENR
HCEBNEIHFSRERN B
Efe EBiaf EAHEBEAR
FERBRRIBREREES -

RBEEHRENERRBRAH 2
SRECDATLOT -

Included in creditors and accrued charges are trade creditors of
HK$1,204,542,000 (31 December 2012: HK$1,142,535,000).
Remaining balances mainly consist of receipts in advance
from customers, payable of staff salaries and benefits, sales
commission, storage, dividend payable to a non-controlling
shareholder of a subsidiary and transportation, etc.

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

R-B—=5F R-ZE——F
AA=+HE +=A=t+-~H

30.6.2013 31.12.2012

FH&T FHET

HK$’000 HK$’'000

EBEE={AA 0-3 months 1,100,846 1,002,226
POz < 1@ B 4-6 months 90,986 128,929
ANMEA K E Over 6 months 12,710 11,380
1,204,542 1,142,535

|MITIER

B RNEEE{E1,270,708,0005
T(BE-ZE——-FX~A=1+AHL
ANE A 1,154,521,00058 7T ) % 4R
T18E - AEE1,129,960,00078 7T
(BE=FE——F~A=1THIL~E
B :1,236,462,000/8 7T)SRITEE -
FRTEEEMBSEEFTERARL
—BEE=FREE -

HRANEENHBITHEESER
1T & 24,800,000 T ( 8 % R
198,648,0007& 7t ) £2 = {& B AUD-
BBR-BBSW3 1125 A B o A&
BHNERERRERE  NEET L
sk ie A W LLE 3 YR N
MITER - BEEHENZARE
EIEE NG

46 EX{LITEEARAT Yip’'s Chemical Holdings Limited

12.Bank Borrowings

During the period, the Group obtained new bank borrowings
in the amount of HK$1,270,708,000 (six months ended 30
June 2012: HK$1,154,521,000) and repaid bank borrowings
of HK$1,129,960,000 (six months ended 30 June 2012:
HK$1,236,462,000). The new bank borrowings bear interest
at market rates and are repayable ranging from 1 month to 3
years.

New bank borrowings raised during the period included a bank
loan of AUD 24,800,000 (equivalent to HK$198,648,000) with
an interest at 3-month AUD-BBR-BBSW plus 1.25%. In order to
minimise the exposure to foreign currency risk, the Group entered
into a cross currency swap contract to hedge economically
against such foreign currency bank loan. Details of the fair value
of the cross currency swap contract are set out in note 16.



RS M I & M EE

Notes to the Condensed Consolidated Financial Statements

13. B8 & 13.Share Capital
EE EETRAZR
Authorised Issued and fully paid
—E—=F
ANA=1THE
—E—_—F
+=A=+—H —E—=F —E——F
30.6.2013 & AA=+H +=A=+-—H
31.12.2012 30.6.2013 31.12.2012
FHET FE T FHET
HK$’'000 HK$’000 HK$’'000
BIREEO. 108t 2’13 Shares of HK$0.10 each 80,000 56,211 56,186
HA AQATBECRITRAZEZE Movements in the issued share capital of the Company during the
T period are as follows:
BRGEE
Number ot
of shares Amount
T iz FHET
000 HK$’000
HN=—E—=%—HF—H At 1 January 2013 561,865 56,186
TR (MI5E) Exercise of share options (Note) 250 25
R-ZE—=FxA=1H At 30 June 2013 562,115 56,211
iz : RBEZZE—=F~"A=t+H1 Note: During the six months ended 30 June 2013, 250,000 share
NME B R - B250,0001 B8 B 2 options were exercised, resulting in the issue of 100,000 shares,
BT AARRMT S Bl #4T 40,000 shares and 110,000 shares of HK$0.10 each in the
100,0008% ~ 40,0008% &% 110,000 Company at a price of HK$4.050, HK$1.950 and HK$4.536 per
REREECIOCEBTZRNG & share respectively.
B 1E{E 2 Bl H4.050% 7T ~ 1.950
AT R 4.536/ T °
FEERTROEEMESIEEE All shares issued rank pari passu with the then existing shares in
BeREEBTROEZERE# issue in all respects.
é o
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14. BRI B ERZ R 14.Share-based Payments

BRER-_Z-—-—FAA=-t+HHH
ITHRRBFERS LHER QB K
MNRERRETE TEEAER
B2REREHERREERNS
DEFARANRBEZER - R
BEBRESS(ETE (RE
R ENN T _FNA=
AEARQBEHRMA) X H B RESR
BESENRXFERRR A T1T
# o

TREBALBDSRERFANARRQ

The Company’s existing share option scheme was adopted
pursuant to the annual general meeting approved on 25 May
2012 (the “New Scheme”) for the primary purpose of motivating
the participants and providing incentives and a direct interest in
attaining the long term business objective with the Company.
Options granted under the old share option scheme (the “Old
Scheme”), which was adopted by the Company on 3 September
2002 prior to the termination of such scheme, will continue to
be valid and exercisable in accordance with the rules of the Old
Scheme.

The table below discloses movement of the Company’s share

RERENZEER : options held by the Company’s participants:
BREZE
Number of share options
= &8 #st
Directors Employees Total
R=Z—=% Outstanding as at 1 January 2013
—A—BEARTE 1,800,000 2,174,000 3,974,000
REREH Granted during the period 600,000 6,920,000 7,520,000
REIRITE Exercised during the period - (250,000) (250,000)
REIA K Lapsed during the period - (50,000) (50,000)
RIE—=F Outstanding as at 30 June 2013
ANA=THERITE 2,400,000 8,794,000 11,194,000

AARARMNBEE=-ZT—=F—A8
T-H(EHEBHANKTES
5.97#8 7T °

HARTEBRERY  X2FR
MR IEF R THERT. 428 7T

BE-_FT—=%~"A=+tHILH
B RIBHFE KRR AT
THEESHERESM2ETREE
BSHEE(BEAQIAESERES)
& H & $£7,520,00017 38 IR #E - R
BHBHRARDT - SFELTER
REEEAECNEREARES
7,755,000 7T °

RIBEEBRENEBERENR
HEHVERE  THEHEEER
BT F - HABRBHTERE
WEREE—=E—RFE—BF+—8
HBEZE_=F—F+HIEAFT
15 o

48 EHER{IEEAMRALT Yip's Chemical Holdings Limited

The closing price of the Company’s shares immediately before 11
January 2013, the date of grant, was HK$5.97.

The weighted average closing share price of the Company at
the dates of exercise of share options during the period was
HKS$7.42.

During the period ended 30 June 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 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.

Al share options granted under the Old 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 Scheme during the period are exercisable commencing
from 11 January 2015 to 10 January 2023.
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14.Share-based Payments continueq)

The following inputs into the model were used to calculate the fair

values of share options:

R B
At the date of grant

2= =]
Directors Employees
R AR Grant date share price 5.86078 7T 5.8605 7T
HK$5.860 HK$5.860
TEE Exercise price 5.94278 7T 5.94278 7T
HK$5.942 HK$5.942
FEHAFHA Expected life 5.683% 3.860%
5.683 years 3.860 years
FEHR R Expected volatility 34.426% 32.475%
SNl Gz Dividend yield 3.751% 3.751%
2 B I = Risk-free interest rate 0.477% 0.284%
IR AR Option type R Call 28 Call

fhEtBREN QA ABERTDERARSD
R-FHENBREEEEN 5 E
BREN RERPTERNEERR
RODNESHNREMGFHAEE - &
ARBRUBEZE  TREIER
BRERE -

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.

i 15.Commitments
—E-=F —E-—F
ARH=tH +=H=t+—H
30.6.2013 31.12.2012
FET FiEx
HK$’000 HK$’000
ERWBYE BER Capital expenditure in respect
REZEREX of acquisition of property,
plant and equipment
— BRI HNEEBEERE — contracted for but not
B SR ok T e provided in the condensed
consolidated financial statements 16,255 45,781
—EREERITH — authorised but not contracted for 383,113 517,683
BREAE L hF AR Expenditure in respect of the additions
ZH% of land use rights
— BRI NEEBEERE — contracted for but not provided
B EP R TRE in the condensed consolidated
financial statements 84,805 5,125
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16.&MTAMARETE

AEBNITEERTARZRES
REAREFE - TREFBEN
EEZETHAEENIABELH
R E R MR ER M R WA RE)
LR DAABEFERRARETEN
WMABENIBEEEETIEN
DNAEBR(—ZE=ZFRINER -

o B-RAAEFBEUEERE
mEREREERRENSZ
HRECRERE)ETZHE

© ESRAAEHBENE-R
BEM 2 AERAEZ TR
T BIE (R R EIE(DE
) SR AR )
FzitE R

e F-ARAABEEREEBEM
WHRERAEETZBE2E
EREERABB(RTHRERE
WABE) 2 HERMETZ

HE o

16.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 categorised (levels 1 to 3) based on
the degree to which the inputs to the fair value measurements is
observable.

° Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities;

° Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices); and

° Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset
or liability that are not based on observable market data
(unobservable inputs).
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16.Fair Value Measurements of Financial

(&) Instruments (continueq)

AREER MHERNRTERABE

SREE AN Fairvalue  Valuation techniques

Financial liabilities Fair value as at hierarchy and key input(s)

R-B-=% RZB-ZF
AAZ1H +=ZA=+-8
30.6.2013 31.12.2012

REBHRRERD BAR BB (RIS BEGRESY et BRBLHE - ARBLRENTR
TESMIAN a3k - HETE) - REFRASEZ EERR (5ER)
Pkt 4,338,000/ 7T 15,571,007 BERNEIRR (R EHRA

TRRRREMHEEEH) RENFE
(RERRREMR ) Mfbat o

Interest rate swaps Liabilities Liabilities Level 2 Discounted cash flow. Future cash
classified as derivative (under hedge (under hedge flows are estimated based on forward
financial instruments in accounting) - accounting) - interest rates (from observable yield
the statement of HK$4,338,000 HK$15,571,000 curves at the end of the reporting
financial position period) and contracted interest rates,

discounted at an applicable discount
rate taking into account the credit risk
of the counterparties and of the Group
as appropriate.

RETBHRRERD B AR af- i ot BRBLHE - ARBELRENTR
FTESMIAN 28,351,000 7T XA RAEE 2 EERR (HER)
st iy BERNRHREZR MISHZE (REREARN

TRRRREHEEH) RENMNEEER
TIHFIZE (LB AR R ) st o

Cross currency swap Liabilities - Nil Level 2 Discounted cash flow. Future cash

classified as derivative HK$23,351,000 flows are estimated based on forward

financial instruments in
the statement of
financial position®

# RASEERSECETEERER=
{& A AUD-BBR-BBSW 3 fi1.25E 5
EMRETERSERBA=EAE
TEBRITEAZERES N1 .80ET
BEMBTEREE -

EABESRR  REBRESHH
BERNRBERARTRNE WS E
EERSREENREEREAR
EA®E °

o HREEAREBEMETHER
AR UBALBEBRAEAR
BRI ENE Wy BERTMHE
EREZAEEFLTRERER
HEMRERAFRRETE

currency exchange rate and market
interest rate (from observable yield
curves at the 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
counterparties and of the Group as
appropriate.

# Swapping AUD notional amount with an interest at 3-month
AUD-BBR-BBSW plus 1.25% to HK$ notional amount with an
interest at 3-month HK$-HIBOR plus 1.80% at a fixed foreign
exchange rate for the principal notional amount.

The directors of the Company consider that the carrying
amounts of other financial assets and financial liabilities recorded
at amortised cost in the condensed 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.
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17.HEZALR S

(a BAR AEBE DB X
480,000 T(H Z = & —
—EXRABE=tHLAREAR:
480,00078 7t ) %300,0005% 7T
(BZ2-Z——F~A=TH
1k X 18 B : 300,000 T ) 2
HeFEBEREBRAAE
ENREEREBRARA(E
Bl ARBRZEBELERE
ERETHEEDRNRBER
HEESHEIERE -

(b) EEEEERDN

FTEEEEBEALATEE -
HR FZEEEEHNE A
8,227,000 T(H Z = & —
—EXRA=ZTHLEREAR:
6,368,000/ 7T) °

1. HENRNERAREN

R-ZE—=F+H ZE¥BBEHE
R A B KPrimer Limited (39 & & 2
BAZMBAR)EBIE=HF L
ERtiHZE UARESKEBEARY
26,500,0007T ( £933,480,0005& 7t ) H
ERTELEBMBRA R Z80%MK
o ZAFINRSBEEREE B HFE
o RAREBH  RBEARKNBE
& - NRATEERATEELES
B2 S EFERN

17.Related Party Transactions

(a)

(b)

During the period, the Group paid rent of HK$480,000 (six
months ended 30 June 2012: HK$480,000) and HK$300,000
(six months ended 30 June 2012: HK$300,000) 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.

Compensation of key management personnel

The key management personnel are the directors of the
Company. During the period, the remuneration of the key
management personnel was HK$8,227,000 (six months
ended 30 June 2012: HK$6,368,000).

18.Event after the end of the Reporting
Period

In July 20183, Best Lubricant Blending Limited and Primer
Limited, subsidiaries of the Company, entered into a conditional
agreement with an independent third party to dispose 80%
equity interests in Zhanjiang Best Lubricant Blending Limited,
which is engaged in manufacturing and trading in lubricants, at
a total cash consideration of RMB26,500,000 (approximately
HK$33,480,000). At the date of this report, the transaction has
not yet become unconditional. The directors of the Company
considered the financial impact of the disposal to the Group will
not be significant.
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