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Review

It gives me great pleasure to present to all shareholders of Yip’s

Chemical Holdings Limited (the “Company”) and its subsidiaries

(collectively "Yip's Chemica

Iu

or the “Group”) a business

overview of the Group for the first half of 2018.

An overview to the period, with sustained strong growth in the
solvents business, the Group's sales revenue and sales volume
both achieved historical highs of close to HK$6.15 billion and
around 650,000 metric tons, which were respectively up 37.3%
and 10.5% from the same period last year. Nevertheless, as raw
material prices continued to increase during the period and some
business segments were not able to pass on the increase to the
market entirely and immediately, gross profit margins of our

products were still on the low side. Meanwhile, the increasingly

stringent regulation imposed on the chemical industry by various
levels of mainland government had led to a continuous surge
in related investments, thereby impeding the overall profit
performance of the Group. The Group’s profit attributable to
owners recorded HK$87.26 million or a 62.7% growth year-on-

year, thanks to an increase in the value of properties and gains

from property sales, or otherwise would fall short of expectations.
The steady growth of sales revenue in the first half had inevitably
led to a corresponding increase in demand for working capital.
Although constant improvements in credit monitoring, inventory
turnover and capital investment had been achieved, the

depreciation of the Renminbi and high capital expenditure had

raised the gearing ratio to 66.2% as of interim end, which was
higher than the 57.3% recorded as of the same date last year.
Upon a comprehensive evaluation, the Board of Directors, based
on a cautiously optimistic view of business prospects and its

long-held practice of earnestly rewarding shareholders, resolved

to declare an interim dividend of HK6 cents per share to all

shareholders, as compared with HK5 cents per share for the same

period last year.
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Outlook

It is expected that there will be considerable uncertainties in the
macro environment in the second half. Factors such as unstable
geopolitics, financial market volatility, tight money supply
and hiking interest rates will all be very challenging. Further
compounding the situation is the possibility that the Sino-US
trade friction in recent months may elevate to the strategic level
of curbing China’s rapid rise on the world stage. The Group has
full confidence and aspiration that the Chinese government can
resolve conflicts effectively and orderly, and that the mainland
economy will keep on growing steadily. Yet, at this juncture, it
is particularly important that we should weigh circumstances,
remain unruffled and conserve strength for development
opportunities. Therefore, the Group has determined to step up
efforts in enhancing the quality of its existing businesses through
a series of "keep the cage, but change the bird” measures, while
carefully identify merger and acquisition targets that will help
strengthen existing core businesses upon integration. Meanwhile,
the Group will also deal seriously with the reality that the
operating environment has changed. Thus, it will actively explore
new business growth points. To this end, a dedicated department
has been set up and it is expected that concrete results will
appear. To summarise, whether it is the consolidation of existing
business segments or the expansion into new ones, the Group will
stick to the concepts of going service oriented, environmentally
friendly and end-user oriented.

The Group also anticipates that, with the Chinese government
stepping up its efforts to regulate the chemical industry and
with stringent standards on the emissions of volatile organic
compounds, industry consolidation will be speeded up within a
short time. The Group therefore will not only increase investment
to ensure its compliance, but will also keep an eye on the
development of the situation to identify areas where it can turn
crises into opportunities so as to seek greater benefits for its
shareholders.

On behalf of the Board of Directors, | would like to convey
heartfelt thanks to the Group's senior leadership team for their
relentless efforts, to the entire staff for their hard work and
dedication and to all our partners for their support and trust.
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Retirement and Appointment of

Directors

Mr. Tong Wui Tung, an experienced Non-executive Director of
the Group, retired on 5 June this year while Mr. Ho Pak Chuen,
Patrick, a seasoned executive, was appointed as an Independent
Non-executive Director. On behalf of the Board of Directors, |
would like to extend our sincere gratitude to Mr. Tong for his
exceptional contributions over the last 20 years while expressing
our warmest welcome to Mr. Ho for joining the Board.

Ip Chi Shing
Chairman

Hong Kong, 14 August 2018
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Key points on the Group’s performance in the first half of 2018
include:

Overall sales volume continued to grow by 10.5% year-on-
year to around 650,000 metric tons. Sales revenue was up
37.3% to close to HK$6.15 billion. Though this increase
of revenue was mainly brought by the solvents business,
double-digit growth was also recorded by the coatings
and inks businesses while sales dipped slightly by 5% for
lubricants.

Overall gross profit margin saw a gradual stabilisation,
resulting in only a drop of 1.1 percentage points from the
same period last year to 12.9%.

Thanks to phenomenal growths in both sales volume and
profit of the solvents business and increased contribution
from sales and value increment of properties, profit
attributable to owners jumped 62.7% to HK$87.26
million despite a decrease in operating profit in the inks
business and losses recorded in the coatings and lubricants
businesses.

About HK$36.65 million in provisions were made for fixed
assets affected by the replanning change of plants of the
solvents business.

Contribution from the properties segment was mainly from
the approximately HK$28 million in earnings from the sales
of the original site of the resin plant in Huizhou and the
HK$12 million increase in the value of Yip's Chemical
Building in Fanling.

Early this year, about RMB102 million was spent on
acquiring “Camel”, a well-known coating brand in Hong
Kong. Furthermore, increases in the costs of raw materials
and selling prices of products drove up overall working
capital. The Group’s gearing ratio was 66.2%, up by 8.9
percentage points year-on-year.
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Contribution from the properties segment is outlined separately in
this period, while the Group's four main businesses are reviewed
as follows:

Solvents

Sales volume continued to grow, that it was up 9.7% year-on-
year to almost 520,000 metric tons, exceeding the 500,000
metric tons milestone for the first time in a half-year period.
Meanwhile, sales revenue jumped 47% to close to HK$4.4
billion. As a result of coping with latest environmental protection
trends, corresponding expenses increased slightly, resulting in an
operating profit margin on par with that in the previous first half.
Operating profit, however, grew markedly by 38.8% to nearly
HK$184 million.

Applications for expanding the production capacity of the Taixing
Plant in Eastern China by additional 550,000 metric tons have
almost completed. It is expected that on-site construction work
can begin in the third quarter of this year and production can
commence in the first quarter of next year, this schedule is slightly
behind the original plan.

In line with prevailing environmental protection trends, the Taixing
Plant will buy maize-made ethanol instead of using cassava to
produce ethanol. Since the value of the cassava-made ethanol
production process accounts for less than 2% of the procurement
cost of the solvents business, the influence on the operating
profit is minimal.

Major achievement has been made by the management who
has been seeking support of various levels of the Jiangmen
Municipality Government in identifying a site for building the
Group’s new Southern China plant. Hopefully, a final decision on
the site can be reached in the second half so that planning on the
construction of the new plant can be kicked off.

On the whole, the solvents business has performed outstandingly
in the period. Addition of new production lines in the Taixing
Plant and planning on the construction of a new plant in
Southern China will add capacities to the existing saturated
ones and provide new momentum for the further growth of the
business.
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Coatings

Coatings saw notable growth in sales tonnage, sales revenue and
gross profit by 19.2%, 22.2% and 21% respectively year-on-year.
The results signify early positive developments after years of effort
in re-building business fundamentals including consolidation of
business, shifting to environmentally friendly product portfolio,
structural cost reduction, streamlining organisation structure and
opportunistic acquisition.

Unfortunately, gross margin continued to hover at relatively
low level due to sustained high raw material prices and higher
depreciation and working capital arising out of volatile organic
compound (“VOC") investment at the Jinshan plant. This resulted
in an operating loss of HK$4.9 million compared to an operating
profit of HK$4.6 million in the first half of 2017.

A challenging operating environment has led to fast consolidation
of the coatings industry across the country. According to a
China’s coatings association, over the past 12 to 18 months, up
to 30% (or around 4,000 coatings companies) exited market or
suspended operations. The Group remains confident that with
36 years of foothold in the market, prudent business strategies
adopted over past few years, continuous investment into
meeting higher HSE standards, good progress of integration after
acquiring “Camel” at the beginning of this year and not least
solid organisation muscle so built, the business is set to lift off
again after bumpy transition cross these few years.
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Inks

As the market leader in the industry, the management of the
business has been working very hard to lead price increase so as
to catch up with the cost curve in the first six months of the year.
This led to a good increase of sales revenue by 16.5% while sales
tonnage recorded a marginal increase of 1.5% compared to same
period last year.

Notwithstanding the tremendous effort, gross margin of 17.9%
registered in the period was still 1.4 percentage points lower than
that of last year, resulting in a lower operating profit of HK$10.1
million compared to HK$19.7 million in the first half of last year.

As credit risk is escalating in overall B2B business in China, the
management has adopted a more prudent approach in selectively
exiting some low quality businesses. With sluggish growth
expected, the management has launched a series of cost control
measures, including structural optimisation of production capacity
to enhance profitability and control of investments on VOC
emission treatment.

Lubricants
As the smallest business segment in the Group, the lubricants
business is agile enough in making bold steps against the Group's
strategic intent of being environmentally friendly, end-user and
service oriented.

Particular focus is thus made to develop the four automobile
maintenance chain stores in Dongguan since end of last year,
where visits per shop and spending per visit are trending in the
right direction. Decision is therefore made to expand fast in the
Guangdong province and more shops would be opened. Initial
years of investment would bear negative impact to its overall
business profitability, but the Group is confident that, as a service
sector of automobile aftermarket, this business will support the
“keep the cage, but change the bird” strategic transformation
of the lubricants business, as well as the sales of higher tier
automotive lubricants.
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As for industrial lubricants, a hard decision was made to depart
from low margin and long credit customers in order to free up
precious resources to support growth in other potential customers
or business segments.

All in all, lubricants registered both reductions in sales revenue of
5% to HK$139 million and an operating loss of HK$8.4 million,
compared to HK$0.5 million loss in the same period of last year.

Properties

In response to changes in the market and regulatory requirements
in safety and environmental protection in recent years, the Group
consolidates its production facilities every now and then and
has relocated its headquarters. Properties not utilised for the
Group’s production or headquarters are held either for rental
and/or capital appreciation purpose. In the period, contribution
from the properties segment amounted to HK$39.55 million,
which is a five-fold increase from the same period last year, due
to earnings derived from the sale of the plot of land at which the
original resin plant was located and the increase in value of the
headquarters building in Fanling.

Outlook

Prevailing business challenges in China are expected to persist
in foreseeable future. With robust steps and necessary inputs
made through recent years, it is expected solvents would remain
the key margin contributor, and with the other three traditional
businesses having already adjusted their respective strategies
according to actual situation and performed transformation
duly, the Group will be ready for the next wave of quality
growth. Coupled with the contribution brought by continuous
consolidation of properties, the overall business performance will
continue to improve.

Strategic investments in related segments like automobile
maintenance chain would continue to support the transformation
journey from asset oriented to more service and end-user
oriented, thus establishing a new platform of growth for the
Group's businesses and staff members.

Yip Tsz Hin Wong Yuk
Co-Chief Executive Officers

Hong Kong, 14 August 2018
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As at 30 June 2018, the Group's gearing ratio (measured by
net bank borrowings as a percentage of equity attributable to
owners of the Company) was 66.2% (30 June 2017: 57.3%).
The increase in gearing ratio was a result of an increase in
net bank borrowings of the Group for the acquisition of the
“Camel” and “Aquapro” brands, more working capital required
to finance trade receivables and inventories for increased sales
growth as well as rise in receipts of bankers’ acceptances (i.e.
bills receivables). The “Camel” brand is one of the leading brands
in the coatings market in Hong Kong and Macao whereas the
“Aquapro” brand is a high-end architectural coatings brand
with a solid market share in Hong Kong. During the first half
of 2018, the RMB depreciated 1.2%. The RMB is expected to
fluctuate in the second half of 2018 due to the ongoing Sino-US
trade conflict. The Group remains prudent in managing foreign
exchange exposure, in order to minimise the impact of RMB
fluctuation on its results. As for operating cash flow, the Group
recorded a net cash outflow of HK$192,740,000 (six months
ended 30 June 2017: net cash outflow of HK$87,997,000). The
increase in the operating cash outflow was mainly attributable
to the increase in stock and bills receivables (mostly from the
solvents business which recorded a 47% increase in sales revenue
compared with the last period).
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106,605,000 TAARBFEE (=
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B A1,325,800,0008 £ ( —F—+
F+-HA=+—H:1,260,257,000/
L) REUAABAEEE(ZE—tF+ =
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WITFERCRMITEBURBESFERUT
B FE(E - B 3E45,124,0000 JT A 78 #
E{E 371,140,000 TAARE EE
131,427,000 L LAZE T E(E * 21,0008
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f5+720,158,0008 TIA AR FE
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Liquidity and Financial Resources

As at 30 June 2018, the gross bank borrowings of the
Group amounted to HK$2,503,319,000 (31 December
2017: HK$2,468,405,000). After the deduction of short-
term bank deposits, bank balances and cash amounting to
HK$547,712,000 (31 December 2017: HK$946,074,000), net
bank borrowings amounted to HK$1,955,607,000 (31 December
2017: HK$1,522,331,000). Out of the gross bank borrowings,
HK$1,177,519,000 (31 December 2017: HK$1,208,148,000)
were short-term loans repayable within one year. Such loans
were denominated in two currencies, HK$1,070,914,000
in Hong Kong Dollars and HK$106,605,000 in RMB (31
December 2017: HK$1,136,214,000 in Hong Kong Dollars and
HK$71,934,000 in RMB). Long-term loans repayable after one
year amounted to HK$1,325,800,000 (31 December 2017:
HK$1,260,257,000), and they were all denominated in Hong
Kong Dollars (31 December 2017: all in Hong Kong Dollars).
The short-term bank deposits, bank balances and cash were
denominated in the following currencies: HK$45,124,000 in
Hong Kong Dollars, HK$371,140,000 in RMB, HK$131,427,000
in US Dollars and HK$21,000 in other currencies (31 December
2017: HK$72,706,000 in Hong Kong Dollars, HK$720,158,000
in RMB, HK$152,734,000 in US Dollars and HK$476,000 in other
currencies).

YIP’S CHEMICAL HOLDINGS LIMITED 13
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Liquidity and Financial Resources

AEEBTHHNPRHER SR
T—\FL¥FE 4 HEE710,000,000
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To refinance previous mid-to-long-term loans which are due for
repayment, the Group obtained bilateral long-term (three to four
years) loans of HK$710,000,000 in the first half of 2018. As at 30
June 2018, mid-to long-term loans (including portions repayable
within one year of HK$780,914,000) accounted for 84% of the
total bank loans. Since some of the borrowings of the Group carry
interest at floating rates, borrowing costs are subject to interest
rate fluctuation. As the US interest rate continues its upward cycle
during the first half of 2018, the one-month Hong Kong Dollar
HIBOR rate rose significantly and it is expected to continue its
rising trend. To mitigate the impact of interest rate fluctuations
on the Group’s financing costs, the Group, from time to time,
makes arrangements with banks such as interest rate swaps to fix
the interest rates of some of its bilateral mid-to-long-term loans
and to hedge against the risk of such fluctuations. As at 30 June
2018, the Group's loans under fixed rate arrangement made
up 38% and 40% of its total and non-current bank borrowings
respectively.

As at 30 June 2018, a total of 20 banks in Hong Kong and
Mainland China granted banking facilities of HK$6,403,486,000
to the Group, providing it with sufficient funds to meet present
working capital and expansion requirements. Of these banking
facilities, 62%, 36% and 2% were denominated in Hong Kong
Dollars, RMB and US Dollars respectively. As explained in previous
reports, the Group has been expanding its RMB loan portfolio
to address exposure to potential RMB exchange rate fluctuation
and impact from interest rate rises in Hong Kong. As at 30
June 2018, the Group’s RMB revolving loan facilities increased
to RMB770,000,000 (31 December 2017: RMB620,000,000)
and several drawdowns in the total amount of RMB90,000,000
had been made (31 December 2017: RMB60,000,000). The
Group also works closely with its major banks to set up a cross-
border RMB cash pool to facilitate management of capital flow
between Hong Kong and the mainland. The Group will continue
to strike an optimal balance between lowering borrowing costs
and minimising currency exposure by structuring a favourable
combination of Hong Kong Dollars, US Dollars, RMB or other
foreign currency bank loans in Hong Kong and the mainland.
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Human Resources

As of 30 June 2018, the Group has total number of 3,409
employees. 82 employees are from Hong Kong while 3,327 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 suitable 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 management
team 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 Group offers a desirable 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.

YIP’S CHEMICAL HOLDINGS LIMITED 15
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Directors’ and Chief Executives’ Interests and Short Positions in Securities

ERARFH R_E—NEXA=1
H- ARAES([EF]) RESENH
%Ai#$ ARMNFNER(TER
BERBEEG ([EHRBEEN])E
xw@ﬁ@ﬁf 55 K HIE R 5] B XVER
FIREH MG ARNAIREBBERLS
FTERAR ([HRAT]) (BEFEERE
FBHREEEN 2 ZEE O RE IR
BB ZERZINRE)  K)IRIEFSF K
HEEPIE352E M ER 2 B MR
B R(OBREBEEMBEITAESETE

To the best of the Company’s knowledge, at 30 June 2018, the
interests of the directors of the Company (the "Directors”) and
their respective associates in the shares of the Company (within
the meaning of Part XV of the Securities and Futures Ordinance
(“SFO")) which are required (a) to be notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of the Part XV of the
SFO (including interests or short positions which they are taken
or deemed to have taken under such provision of the SFO); or
(b) to be recorded in the register to be kept pursuant to Section
352 of the SFO; or (c) pursuant to the Model Code for Securities

HRZMFEESTA ([EESFRI]) NEgAR
REI R PTEVERIAT

Transactions by Directors of Listed Issuers (the “"Model Code”)
to be notified to the Company and the Stock Exchange were as

follows:

L3y Long positions
FHEERG RABRANE A
Number of ordinary shares and underlying shares held AA=t B_
BERRERT
BRERS RAZBEDI
BROEE ROER R R Interests Percentage
Interests Interests Interests in share of the issued
in shares in shares in shares options'’ share capital
A EY ZA] A #%  of the Company
Esng Name of Directors Personal Family Corporate Personal Total  as at 30.6.2018
EEmEE Mr. Ip Chi Shing 155,042,532 8,802,000 (a) 24,380,000 (b) - 188,224,532 33.38%
Erergs Mr. Yip Tsz Hin 28,540,248 14,000,000 (c) - - 42,540,248 7.54%
FHEE Mr. Wong Yuk - - - - - -
L E Mr. Ho Sai Hou - - - 200,000 200,000 0.04%
BEEEEE Mr. Wong Kong Chi - 100,000 (d) - - 100,000 0.02%
HEAEE Mr. Ku Yuen Fun 20,680 14,000 () - - 34,680 0.01%
RBTEE Mr. Ng Siu Ping 2,532,000 50,000 (f) - - 2,582,000 0.46%

EENFE Mr. Ho Pak Chuen, Patrick? - - - - _ _
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Directors’ and Chief Executives’ Interests and Short Positions in Securities
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Notes:

(@)  Out of these shares, 6,796,000 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 (20,300,000 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 respectively. He is therefore deemed to
be interested in these shares held by these two corporations.

() 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 Jim Siu Wai, the wife of Mr. Wong
Kong Chi.

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

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

! All the share options are unlisted physically settled equity derivatives.

2 Mr. Ho Pak Chuen, Patrick has been appointed as an Independent
Non-executive Director with effect from 5 June 2018.

Details of the share options held by the Directors under the
Company'’s existing share option scheme (i.e. part of the interests
in the underlying shares) 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 2018, 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.

-
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Share Options

BRERR-ZZE——FHRA-+HARTZ
[ERBF RS FEHERMFTERET
B (Tt E D RELERRATARZZEE
TENAZHEEMANESERETE
([&&&E) ERFTE - 5EA ([
fRFERTE) -t EBR T =—FH
AZ-+MARHEER  maeEEKIE
AN BREGESEERL A RIEE
BB E 2B TITE - mEEr &l 2
FTZENRBEELRABMEERLZ2EAL

The Shareholders at the annual general meeting held on 25 May
2012 approved the adoption of a new share option scheme (the
“New Share Option Scheme”) and the termination of the old
share option scheme which was adopted by the Company on
3 September 2002 (the “Old Share Option Scheme”, together
with the “New Share Option Scheme”, collectively known as
“Share Option Schemes”). The New Share Option Scheme will
expire on 24 May 2022. Options granted under the Old Share
Option Scheme prior to its termination will continue to be
valid and exercisable in accordance with the rules thereof. The

EHER - RERR BHARERES
ERZEANTRRERINMER Y AK
SRH‘HEEZLEBENG UWERARRZ
RHEBER-

main purpose of the New Share Option Scheme is to recognise
and motivate the contribution of eligible participants, to
provide incentives to them, to help the Company retain eligible
participants and recruit additional employees and to provide them
with a direct economic interest in attaining the long term business
objectives of the Company.

RBE-Z-NFXA=1THIEXEA
HE REARFABREASCSETE
TEERETALTEREZZESHNOT:

During the six months ended 30 June 2018, movements in the
number of share options which had been granted to certain
Directors and eligible persons under the Company’s Share Option
Schemes are as follows:

BREHA
Number of share options
RZB-N\§ R=B-NF
-A-8 THR AAZtH
TRE  BRECRE HRTE BAR/EH# H R
RAAH Exercise Exercise period Outstanding Lapsed/Cancelled Outstanding
Date of grant price of share options as at 1.1.2018 during the period  as at 30.6.2018
B
HK$
Bz
Director
554 “T-ZE-A1-H 5.942 ZE-RE-AT-HEZZ-ZE-A1H 200,000 - 200,000
Mr. Ho Sai Hou 11 January 2013 11 January 2015 to 10 January 2023
200,000 - 200,000
ATAL
Eligible Persons’
ZEE\EtHA=1-H 1950  ZEE\EFAZT-HE-Z-N\E+A=TH 140,000 - 140,000
31 October 2008 31 October 2008 to 30 October 2018
ZZTHETARE 45%  ZEEAFTARAE-E-NFTARA 640,000 - 640,000
5 October 2009 5 October 2009 to 4 October 2019
“T-ZE-A1-H 5.942 ZE-RE-AT-HEZZZZE-A1H 4,430,000 (240,000) 4,190,000
11 January 2013 11 January 2015 to 10 January 2023
5,210,000 (240,000) 4,970,000
5,410,000 (240,000 5,170,000

! BERBEEE -T-N\F—-A—-BiLE !
THTESREREESRECH [E5]
BR[ETAL]

Mr. Kwong Kwok Chiu resigned as Executive Director with effect
from 1 January 2018 and his number of share options was
transferred from “Director” to "Eligible Persons”.
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Share Options

During the period ended 30 June 2018, no share option was
granted to Directors or employees as well as there was no share
option exercised by share option holders.

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

BEARRARMMH R NFRA=T To the best of the Company's knowledge, as at 30 June 2018, the
H - RAREINRG REBERGFEE A following shareholders of the Company (other than the Directors
BB IR 5 B E KA 3361548 or chief executives of the Company disclosed above) had interest
GFEZETCMASTHNERAR 2 #EE in the shares and underlying shares of the Company as recorded
ZARBRR (R EXFIHEBENARR A in the register required to be kept under Section 336 of the SFO
EFHERTHRAEN AT : or as otherwise notified to the Company:
) Long positions
R=ZZE-NF
~A=+H
HARATEBITRA
ZEDHK
Percentage of the

FTERRER FrERMDEE  issued share capital
Name of Substantial g% B 5 Number of of the Company'’
Shareholders Capacity Note shares held as at 30.6.2018
ERBrL BEHEEAA 1 47,547,913 8.43%
Ms. Ip Fung Kuen Beneficial Owner
FMR LLC NGIE: £ 2 39,640,000 7.03%

Corporate Interest

FIDELITY PURITAN TRUST EnEEA 3 28,220,000 5.00%
Beneficial Owner

B 55 Note:

1. RBERDEEZFAEARONEZIRE 1. The calculation of the number of shares held takes into account (i)
BERBEGRIBRERBEARAE# the interests of Ms. Ip in the issued capital of the Company disclosed
TR 2 #E 2 A47,592,0008% : (NE X under the SFO (i.e. 47,592,000); (i) the acquisition of 955,913
TR ZE-ZF XA EIS5 913K shares by Ms. Ip in June 2012 and (iii) the disposal of 1,000,000
BRINVEXTHR_ZE—RAF=ALE shares by Ms. Ip in March 2015.

1,000,0000% B& 17 °



2. FMR LLCE#FMR Co., IncHERHH
39,640,000 K X & f& 15 ° FMR Co.,
Inc. AFMR LLCZ & & I /& 2 AlFidelity
Management & Research Company® &
WE - ANAREBMN FAAFMR Co.,
Inc.¥ 4 239,640,000/ A 2 7] I 13
# 3,710,000/ A& A A AR 9 AFMR LLC
2 & ¥ ZFidelity Management Trust
Company# % * 7,536,0000% X A &
f&1p AFMR LLCE T1E B R IR R & 45
& ZFidelity Investments Canada ULC
FAE-ZEFMR LLCEBRBRREA
Fidelity Canada Investors LLC 2 100% %
# > fMFidelity Canada Investors LLCH#
H483A Bay Street Holdings LP264%
i HE - 483A Bay Street Holdings LP#E
ABluelay Lux 1 S.a.r12z100%M% # -
MBluelay Lux 1 S.a.r.l#AFIC Holdings
ULCZ100% & # - # i FIC Holdings
ULC#E B Fidelity Investments Canada
ULCZ 100% % 42 »

3. Fidelity Puritan TrustEE# &
28,220,000 A A AR D R AT ES
MZIDEAFMR LLCE T 2125 -

B EXFEN R NFENA=T
B BRINE—SEERESTHRAR
NEEHZ S NAE | BIFE 2
MEATBAARARERSEARTRK
MR REESAR BRIEEE NS E
B 33618 F 5 °
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Substantial Shareholders

2. FMR LLC held 39,640,000 shares of the Company indirectly
through FMR Co., Inc.. FMR Co., Inc. is wholly owned by Fidelity
Management & Research Company, which is a wholly-owned
subsidiary of FMR LLC. The Company was notified that of the
above mentioned 39,640,000 shares of the Company held by
FMR Co., Inc., 3,710,000 shares of the Company were held for
Fidelity Management Trust Company, which is wholly-owned by
FMR LLC, while 7,536,000 shares of the Company were held for
Fidelity Investments Canada ULC, which is ultimately owned by
certain employees and shareholders of FMR LLC. Those employees
and shareholders of FMR LLC own 100% equity interest in Fidelity
Canada Investors LLC, which owns 64% equity interest in 483A Bay
Street Holdings LP. 483A Bay Street Holdings LP owns 100% equity
interest in BlueJay Lux 1 S.a.r.l., which owns 100% equity interest
in FIC Holdings ULC, which in turn owns 100% equity interest in
Fidelity Investments Canada ULC.

3. 28,220,000 shares of the Company were held directly by Fidelity
Puritan Trust and the Company was notified that such shares are
deemed interest of FMR LLC.

Save as disclosed above, as at 30 June 2018, 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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Other Information
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Interim Dividend

The Directors are pleased to declare an interim dividend of
HK6 cents per share for the six months ended 30 June 2018
(six months ended 30 June 2017: HK5 cents per share). The
interim dividend will be payable on or about 10 October
2018 to shareholders whose names appear on the register of
members of the Company (the “Register of Members”) on
7 September 2018.

Closure of Register of Members

The Register of Members will be closed from 5 September 2018
to 7 September 2018 (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, Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:30 p.m. on 4
September 2018.

Purchase, Sale or Redemption of the

Company’s Listed Securities

During the six months ended 30 June 2018, 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 2018, 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 of Hong Kong Limited (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 to perform the functions
of the nomination committee.
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Other Information

Audit Committee

The audit committee of the Company (the “Audit Committee”)
was formed in November 1998. As of 30 June 2018, the Audit
Committee comprised four independent non-executive directors
of the Company 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 9 August 2018 to
review the Group’s unaudited interim financial statements for the
six months ended 30 June 2018. Deloitte Touche Tohmatsu, the
Group's external auditor, has carried out a review of the Group's
unaudited interim financial statements for the six months ended
30 June 2018, 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 of a Listed Company

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code"”)
as set out in Appendix 10 to the Listing Rules as its own code of
conduct regarding the securities transactions of the directors of
the Company (the “Directors”). After making specific enquiries,
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 2018.

Corporate Sustainability

With the vision of “A Century of Revered Leadership”, the Group
is determined in creating long-term values for its stakeholders and
embraces “undertaking corporate social responsibility (CSR)” as
one of the seven driving forces in the corporate vision.

The Group recognises the importance of open communications
with stakeholders, and has issued Environmental, Social and
Governance (ESG) Report annually in accordance to the Hong
Kong Stock Exchange ESG Reporting Guide since 2016. Such an
effort allows a systematic approach in demonstrating our related
performance which our stakeholders are interested in, including
progress of clean production, community investment and health
and safety initiatives for employees and customers. The Group's
2017 ESG Report was released as a standalone report for the
first time, and uploaded to the Group's official website; it proves
the Group’s determination in developing itself into a sustainable
corporation.

YIP’S CHEMICAL HOLDINGS LIMITED 23
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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 26 to 76, which comprise the condensed
consolidated statement of financial position as of 30 June 2018
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 period
then ended and certain explanatory notes. The 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.
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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.

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

14 August 2018
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HEZZ—)\FXA=1HB17XMEA For the six months ended 30 June 2018

BEANA=1THILAEA

Six months ended 30 June

—Z-N\F —T—+F
2018 2017
Bt 5 FHERT T T
Notes HK$’000 HK$'000
(REEXR) (REHEZ)
(Unaudited) (Unaudited)
EER Revenue 3 6,149,526 4,478,340
THE B Cost of sales (5.358,898) (3,849,308)
EX Gross profit 790,628 629,032
H Al A Other income 4a 31,392 29,645
H bz K B 18 Other gains and losses 4b 18,882 2,941
HERKHER Selling and distribution expenses (229,775) (187,973)
—RRITEE A General and administrative expenses (393,003) (320,299)
B 5 Finance costs (29,775) (27,061)
% 25t B g A Profit before taxation 5 188,349 126,285
7 RE Taxation 6 (64,825) (42,728)
ANERLE R Profit for the period 123,524 83,557
Hib2m (ZH)UWEE:  Other comprehensive (expenses) income:
TeEHHMEFEZEA  Items that will not be reclassified to
BH: profit or loss:
A EE2HREEM Exchange differences arising on
EAZIENEZR translation to presentation currency (61,683) 151,873
BRARBERTAEAM Fair value loss on investments in equity
THEM R ER instruments at fair value through
TEREZAANE other comprehensive income
(=g (956) -
AR B W) Revaluation of property, plant and
ERy/E equipment upon transfer to
R = & 5% f investment property - 31,702

(62,639) 183,575
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

BEANA=1THILAEA

Six months ended 30 June

—E-N\F

2018

Bt 5 FERT
Note HK$’000
(REHFR)

(Unaudited)

—EB—+F
2017
FH&T
HK$'000
(REHEZ)
(Unaudited)

R EBINES T
ELXZEREZH

AEEMEE ()
Yz

A2 S AR

RERAE A BRI AR :
AR BRER
FEER

PHEREEREENG
(K
ARBER
FEER R

FRARN
—EXR

—#F

Items that may be reclassified
subsequently to profit or loss:
Fair value change on hedging
instruments in cash flow hedge
Exchange differences arising on
translation of foreign operations

Other comprehensive (expenses) income
for the period

Total comprehensive income
for the period

Profit for the period attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income
attributable to:
Owners of the Company
Non-controlling interests

Earnings per share
— Basic

— Diluted

2,570 (7,076)
(3,387) 10,009
(817) 2,933
(63,456) 186,508
60,068 270,065
87,260 53,628
36,264 29,929
123,524 83,557
32,170 222,318
27,898 47,747
60,068 270,065

HK15.5 cents &l

HK9.5 cents i 1ll

HK15.5 cents &l

HK9.5 cents i1l
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Condensed Consolidated Statement of Financial Position

RZZT—N\F/XA=+H At 30 June 2018

—E-N\F —E—+tF
AH=+HB +-RA=+—H
30.6.2018 31.12.2017
Bt 5 FERT F&T
Notes HK$'000 HK$'000
(REEZ) (=%
(Unaudited) (Audited)
RBEE Non-current assets
W WEREE Property, plant and equipment 9 1,652,650 1,688,920
LS Prepaid lease payments 245,539 261,017
A Investment properties 9 343,899 332,771
AHEEERE Available-for-sale investment = 3,992
BAREFAEMEE  Equity instruments
WamzEm T A at fair value through
other comprehensive income 12,862 -
(S Goodwill 112,568 69,574
BREE Intangible assets 80,639 488
BE—IEERTA Deposits paid for acquisition of
ZE & an equity instrument 11,773 =
BEWE KE & Deposits paid for acquisition of
B2 ® property, plant and equipment 47,074 31,865
HEMIEmEBEE Other non-current asset 4,600 4,600
PTESRTITA Derivative financial instruments 3,971 3,449
2,515,575 2,396,676
REEE Current assets
& Inventories 1,282,771 914,032
B 5 WA KM EWETE  Trade and bills receivables 10 3,605,124 3,444,933
HhEURBR X X FEFFIB  Other debtors and prepayments 10 513,609 352,994
A LS Prepaid lease payments 6,731 7,179
PTESRTITA Derivative financial instruments 5,571 3,592
RHRITER— Short-term bank deposits —
R={EARNEH with original maturity
within three months 28,655 57,723
RITEBERE Bank balances and cash 519,057 888,351
5,961,518 5,668,804
BEHREZIERBEE  Non-current assets held for sale 1 = 2,666
5,961,518 5,671,470
REE S Current liabilities
ERNERREGTEA Creditors and accrued charges 12 2,194,040 1,917,464
EHBE Contract liabilities 59,680 =
FE AT 3K Taxation payables 56,818 88,720
FERRE Dividend payables 56,389 =
PTESRTA Derivative financial instruments - 68
BE——F N5 5 Borrowings — amount
due within one year 13 1,177,519 1,208,148
3,544,446 3,214,400
RBEEFRE Net current assets 2,417,072 2,457,070
BWEERRBEMSE Total assets less current liabilities 4,932,647 4,853,746
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Condensed Consolidated Statement of Financial Position
RZ=T—/\F/XxA=1H At 30 June 2018

—E-N\F Bt
RNEIZErE = H=wSIE
30.6.2018 31.12.2017
B 5 FE T FET
Notes HK$'000 HK$’000
(REHFR) (LEz)
(Unaudited) (Audited)
kRBEE Non-current liabilities
TESRMTA Derivative financial instruments - 2
BE——F1& 35 Borrowings — amount due
after one year 13 1,325,800 1,260,257
EEFIEAE Deferred tax liabilities 51,990 42,309
1,377,790 1,302,568
3,554,857 3,551,178
BAR#E Capital and reserves
AR A Share capital 14 56,389 56,389
1 Reserves 2,898,309 2,922,528
NN AR R A = Equity attributable to owners
of the Company 2,954,698 2,978,917
FEE R R 2 Non-controlling interests 600,159 572,261

3,554,857 3,551,178
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Condensed Consolidated Statement of Changes in Equity

HEZZ—)\FXA=1HB17XMEA For the six months ended 30 June 2018

BEMALIRRZ AR
Attributable to owners of the Company
BRE FUME REER BAEE  WXEH FER
R BHEE L1 BE  HHER BE EXRE tRER L1 BfE  REE Ait B Ait
Share Non- Investment Capital ~ Property Non-
Share Share  option distributable  Hedging revaluati lati Legal redempti uation  Retained controlling

capital  premium  reserve  reserve  reserve  reserve  reserve  reserve  reserve  reserve  profits Total interests Total
Tz TEx THz TEx  THz  TEx  THz  TEx  TH#z  fEn  TEz  TEn TEn  TER
HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS$'000  HK$'000  HK$'000  HKS'000

(Hita) (Hitb)
(note a) (note b)
RZF-N\5-A-R At 1 January 2018 (Audited)
(B%5) 56,389 504902 528 67666 6971 - 25787 154456 5416 117,671 1844379 2978917 572261 3551178
K Profit for the period - - - - - - - - - - 81260 8760 36264 123524
RAERSREBMELL  Dichange differences arising on
EXZBAEENARI translation to presentation currency
53 that will not be reclassified to
profit or loss - - - - - - (53317) - - - - (53317)  (8366)  (61,683)
AR e ENARIEED Exchange differences arising on
CEYIEY -3 translation of foreign operations
EXER that may be reclassified to
profit or loss - - - - - - (3,387) - - - - (3,387) - (3,387)
ERREHALLEERE L Fairvalue loss on investments in equity
BRIAREZAR instruments at fair value through
BE other comprehensive income - - - - - (956) - - - - - (956) = (956)
REREHARHATIA Fair value change on hedging
REZEL instruments in cash flow hedge - - - - 2570 - - - - - - 2510 - 2510
TH2ENEES Total comprehensive income
for the period - - - - 2,510 (956)  (56,704) - - - 87,260 2170 27,898 60,068
It Subtotal 56,389 504,902 5280 67,666 9,541 (956) 159,083 154,456 5416 117,671 1,931,639 3,011,087 600,159 3,611,246
DABREREEZRDER  Share options cancelled and
transfer to retained profits - - (243) - - - - - - - 13 - - -
BREFLIRERE Dividends paid to owners
of the Company - - - = = = o o o - (56,389) (56,389 - (56,389)

RZF-NERA=TR At 30 June 2018 (Unaudited)
(REEH) 56,389 504,902 5037 67,666 9,541 (956) 159,083 154,456 5416 117,671 1875493 2954698 600,159 3,554,857
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Condensed Consolidated Statement of Changes in Equity
HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

SRREAARTE 2 BE
Attributable to owners of the Company
BRE FUHK EAEE NEEH FER
RE  BiHEE fi B HHEE EXBE ieBB 1 fE  RBEA En a3 &t
Share Non- Capital ~ Property Non-
Share Share option  distibutable  Hedging  Translation Legal redemption revaluation  Retained controlling
apital  premium  resene  resene  fesene  fesene  feseve  resee  resenve profits Totel  interests Total
Ten  Tar  Tar  TEnr  TAm  FEn TAn TR Tar  TEnr TRm TEm TAm
HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000
(Mita) (i)
(note a) (note b)

RZZ3-t5-F-R(EFk) At 1 January 2017 (Audited) 56,381 504,744 5935 67,666 8298  (114,667) 118,207 5416 85969 1791300 2,529249 475739 3,004,988

ps:i gl Profit for the period - - - - - - - - - 53628 53608 29929 83557

RAEREREBREEL Exchange differences arising on

EXZEMEENARI translation to presentation currency
B8 that will ot be reclassified to
profit or loss - - - - - 134091 - - - - 134091 17,782 151,873
UERERSRI RGN Exchange differences arising on
RREBNEHELL translation of foreign operations
3524 that may be reclassified to
profit or loss - - - - - 10,009 - - - - 10,009 = 10,009
REREHATHRIA Fair value change on hedging
NhEZEL instruments in cash flow hedge - - - - 1) - - - - -1 36 (1076
REARENERERENE Revaluation of property,
BERRE plant and equipment upon
transfer to investment property - = = = = = = = 31,702 = 31,702 - 31,702
THRENEEE Total comprehensive income
for the period - - - - (7,112) 144,100 - - 31,702 53628 222318 47,741 270,065
g Subtotal 56,381 504,744 5935 67,666 1,186 29433 118,207 5416 117,671 1844928 2751567 523,486 3,275,053
REREETFRNEE Shares issued at premium upon
L5owd U] exercise of share options 8 158 (15) - - - - - - - 151 - 151
DABRERERZREEH Share options cancelled and
transfer to retained profits - - (n) - - - - - - n - - -
£l Transfer - - - - - - B - - (560 - - -

BREAIRERE Dividends paid o owners

of the Company - - - - - - - - - (56,389  (56,389) - (56,389)

ERNBARFERRRRS Dividends paid to a non-controling

shareholder of a subsidiary - - - - - - - - - - - (18829  (18,829)

R-F-tF/A=1A At 30 June 2017 (Unaudited)

(REEH) 56,389 504,902 5849 67,666 1,186 29433 143849 5416 117,671 1762968 2695329 504,657 3,199,986

Bt 5 Notes:

(a) AP IRREEEBHRFEARLFNE (@) The non-distributable reserve represents capitalisation of retained
BRI BB B A RIS R B i M AR & A B profits of certain subsidiaries established in the People’s Republic of
BERNKNTEEBEZESD: (VRMEAESF China for capital re-investment in these subsidiaries and funds shall
EBEBESNVEREEEE- be used to (i) make up prior year losses or (ii) expand production

operations.

(b) MTADIKRZEEHBEREBAIIMBE AR (b) The legal reserve is non-distributable and represents the transfer

AREA AL 2 EAEZREAZ

R -

of profits of a subsidiary outside Hong Kong pursuant to the legal

requirements in the relevant place of registration.




32 ERCIEEERAT —EB)\FERHRERS

o e

ERGERERER

Condensed Consolidated Statement of Cash Flows

HEZZ—)\FXA=1HB17XMEA For the six months ended 30 June 2018

BEANA=1THILAEA

Six months ended 30 June

—E-N\F —E—tF
2018 2017
Bt 5 FHERT T T
Notes HK$°000 HK$'000
(REEXK) (REHEZ)
(Unaudited) (Unaudited)
REXBPAZ Net cash used in operating activities
FREXH (192,740) (87,997)
REXBAAZ Net cash used in investing activities
FBReXH
ES g Acquisition of business 16 (125,181) =
BEWE BEK Deposits paid for acquisition of

BB ® property, plant and equipment (61,004) (19,752)
BEWE BER Purchases of property,

B plant and equipment (50,283) (117,481)
BE—IEERTA Deposits paid for acquisition of

ZE & an equity instrument (11,773) =
BERAAERA Acquisition of equity instruments

HAth 2 T W as 2 at fair value through other

WZETHE comprehensive income (9,902) =
BEEREE Acquisition of intangible assets (1,355) =
HE—BHBEARZ Net proceeds from disposal

Fr S 5018 5 88 of a subsidiary 17 38,281 -
HEDEABERE Z  Proceeds from disposal of assets

ERNBEECEE classified as non-current assets

Fr18 50 1R held for sale 5,377 =
B U F 8 Interest received 5,247 4,507
HEME BEKRZMEZ Proceeds from disposal of property,

FriS 8 plant and equipment 874 188
BEREYE Acquisition of investment properties = (17,961)
BE —IBERAKRE Deposit paid for acquisition of

ZE & an equity investment = (5,753)

(209,719) (156,252)
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Condensed Consolidated Statement of Cash Flows
HE-_Z—N\EXA=18 1L/ A For the six months ended 30 June 2018

BEANA=1THILAEA

Six months ended 30 June

—E-N\E —E—+tF
2018 2017
FTHET FHB T
HK$'000 HK$'000
(REER) (REEFEZ)

(Unaudited)

(Unaudited)

RMEXBREEZ Net cash from financing activities
FBRESWA
igEE Borrowings raised 1,020,189 894,093
BEEBE Repayment of borrowings (985,275) (738,136)
XA ﬂ,u Interest paid (29,775) (27,061)
AT BT 8 A R FEIE AR Dividends paid to non-controlling
EY shareholder of a subsidiary - (18,829)
BATIR ) 15 508 Proceeds from issue of shares = 151
5,139 110,218
RekBeEH Net decrease in cash and
FoR AL cash equivalents (397,320) (134,031)
B 2 e Rk Cash and cash equivalents at
Eﬁ@%%ﬁ beginning of the period 946,074 971,103
MERSEFEEZFE  Effect of foreign exchange rate changes (1,042) 21,169
HIREF 2 IRe RIREZEE Cash and cash equivalents at end
of the period 547,712 858,241
RekBHeEH Analysis of balances of cash and
Salis cash equivalents
RITHEBREAS Bank balances and cash 519,057 726,381
R=@EAREEZ Short-term bank deposits with original
RHIRITER maturity within three months 28,655 131,860

547,712 858,241
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Notes to the Condensed Consolidated Financial Statements

HEZZ—)\FXA=1HB17XMEA For the six months ended 30 June 2018
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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 on the historical cost basis except for the
derivative financial instruments, equity instruments at fair
value through other comprehensive income (“FVTOCI”) and
investment properties, which are measured at fair values.

Other than changes in accounting policies resulting from
application of new and amendments to Hong Kong Financial
Reporting Standards (“HKFRSs”), the accounting policies
and methods of computation used in the condensed
consolidated financial statements for the six months
ended 30 June 2018 are the same as those followed in
the preparation of the annual financial statements of the
Company and its subsidiaries (collectively referred as the
“Group”) for the year ended 31 December 2017.



2. TESHBE»

FE A #TR] I ARMER] & 8 B
5 22 Al

RAPHEE AEEEHERER
BMEESTEAERMOIATHET
RETREVBRELED LR
HAEHE 2 BHEE W BHREM
FRRERRBIR -_F—N\F
—A—BRZRAKZERRRER
i AR

BEMBHREEN SMTIA

£9%
ERUSHREEN BRRANOKER
£15%5 e

BE (BARMBER IMERHRBNRE

EREZEE)

-RBELR
ERMBREEN ARNABERNER
F2R 2T RHZHERE
ERMBREELN EREBVERE
ES ol ERFOREHMIA
HEBIEERE
EHFARRERAED
BAeirEL EAEERBRE
([BHEs EA-ZT-WEZR
8] ) 285 “E-RER#2
218 FENEZ—BH
EHGER BERENE
E4057 2 1EF]

AEBERBEER TR S K
R ERSER LABREEH M
BA 2 Rl SR A& 7] 22 1H A B IR 15 XX E
el RGBT R AMBWMELER -

2018 INTERIM REPORT

A S MR EME

Notes to the Condensed Consolidated Financial Statements

HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

Principal Accounting Policies (continved)

Application of new and amendments to
HKFRSs

In the current interim period, the Group has applied, for the
first time, the following new and amendments to HKFRSs
issued by the HKICPA which are mandatory effective for the
annual period beginning on or after 1 January 2018 for the
preparation of the Group’s condensed consolidated financial
statements:

HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with Customers
and the related Amendments
HK(IFRIC) - Int 22 Foreign Currency Transactions and
Advance Consideration
Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions
Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts

Amendments to HKFRS 4

Amendments to Hong Kong  As part of the Annual Improvements
Accounting Standards to HKFRSs 2014-2016 Cycle
("HKASs") 28

Amendments to HKAS 40 Transfers of Investment Property

The new and amendments to HKFRSs have been applied
in accordance with the relevant transition provisions in
the respective standards and amendments which results in
changes in accounting policies, amounts reported and/or
disclosures as described below.
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Principal Accounting Policies (continued)

Impacts and changes in accounting
policies of application on HKFRS 15
"Revenue from Contracts with
Customers”

The Group has applied HKFRS 15 for the first time in the
current interim period. HKFRS 15 superseded HKAS 18
“Revenue”, HKAS 11 “Construction Contracts” and the
related interpretations.

The Group recognises revenue from the following major
sources:

e Sales of solvents

e  Sales of coatings

e  Sales of inks

o Sales of lubricants

e  Rental income from properties

The Group has applied HKFRS 15 retrospectively with
the cumulative effect of initially applying this Standard
recognised at the date of initial application, 1 January 2018.
Any difference at the date of initial application is recognised
in the opening retained profits (or other components of
equity, as appropriate) and comparative information has
not been restated. Furthermore, in accordance with the
transition provisions in HKFRS 15, the Group has elected
to apply the Standard retrospectively only to contracts
that are not completed at 1 January 2018. Accordingly,
certain comparative information may not be comparable
as comparative information was prepared under HKAS 18
“Revenue”, HKAS 11"Construction Contracts” and the
related interpretations.
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HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 15
"Revenue from Contracts with
Customers” (continued)

Key changes in accounting policies resulting
from application of HKFRS 15

HKFRS 15 introduces a 5-step approach when recognising
revenue:

Step1: Identify the contract(s) with a customer

Step2: Identify the performance obligations in the
contract

Step3: Determine the transaction price

Step4: Allocate the transaction price to the performance
obligations in the contract

Step5: Recognise revenue when (or as) the Group satisfies
a performance obligation.

Under HKFRS 15, the Group recognises revenue when (or as)
a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance
obligation is transferred to the customer.

A performance obligation represents a good and service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.
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2. TESFHEE @) 2. Principal Accounting Policies (continued)

ERAERUBREERSE Impacts and changes in accounting

15%)"-?, [EFEHWE]| 2 policies of application on HKFRS 15

B HRERTEREE ) “Revenue from Contracts with

Customers” (continued)

EREBMBEREERES Key changes in accounting policies resulting

FEREHHREZETEEH from application of HKFRS 15 (Continued)

(#&)

i 7 & VA T B A — IR 4R 2E - Bl 42 i Control is transferred over time and revenue is recognised

EREREES  MBARNZ2RTE over time by reference to the progress towards complete

BITHBRARSHERIEN MEE satisfaction of the relevant performance obligation if one of

I [ e R the following criteria is met:

e RNAKEEBEAR TFREHR e the customer simultaneously receives and consumes the
I FERAAEEEAOMERD benefits provided by the Group's performance as the
Mg Group performs;

e AEBEMBHNELANREA—IE e the Group's performance creates and enhances an asset
EE MZBEERASEERE that the customer controls as the Group performs; or

HIBF R PRSI 3K

o AREBMNBHTRELZEASE e the Group’s performance does not create an asset
HEEERAENEE BXE with an alternative use to the Group and the Group
B ¥iE5 B TRENRNRE has an enforceable right to payment for performance
B SR AT RER o completed to date.

AR WARE P EREE R & M Otherwise, revenue is recognised at a point in time when the

PR 765 122 th1) 42 B iy ) R R R o customer obtains control of the distinct good or service.

EHABEREASERE TP I A contract liability represents the Group’s obligation to

RAME (B B BWERE) AR transfer goods or services to a customer for which the Group

EFPEZEEMIRBEHEL- has received consideration (or an amount of consideration is

due) from the customer.
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HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 15
"Revenue from Contracts with
Customers” (continued)

A point in time revenue recognition:
measurement of complete satisfaction of a
performance obligation

Under the transfer-of-control approach in HKFRS 15, revenue
from sales of product is generally recognised when customer
acceptance has been obtained, which is the point of time
when the customer has the ability to direct the use of the
product and obtain substantially all of the remaining benefits
of the product.

Warranties

If a customer has the option to purchase a warranty
separately, the Group accounts for the warranty as a
separate performance obligation and allocates a portion of
the transaction price to that performance obligation.

If a customer does not have the option to purchase a
warranty separately, the Group accounts for the warranty in
accordance with HKAS 37 “Provisions, Contingent Liabilities
and Contingent Assets” unless the warranty provides the
customer with a service in addition to the assurance that
the product complies with agreed-upon specifications (i.e.
service-type warranties).
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 15
"Revenue from Contracts with
Customers” (continued)

Summary of effects arising from initial
application of HKFRS 15

The following adjustments were made to the amounts
recognised in the condensed consolidated statement of
financial position at 1 January 2018. Line items that were
not affected by the changes have not been included.

R-ZZB—-N\F
B —A—H
R=ZB—+tF REER
+=A=+-—-A8 PSR
2R Z2RHEE BISHFHEZ
Carrying BREE ™
amounts Carrying
previously amounts under
reported at HKFRS 15 at
31 December BENOE 1 January
2017 Reclassification 2018*
FHET FTHERT THERT
HK$'000 HK$'000 HK$'000
(RER)
(Audited)
REAE Current liabilities
FESBR R & & 5T B A Creditors and accrued charges 1,917,464 (54,428) 1,863,036
BHEE Contract liabilities - 54,428 54,428

R=ZFE—N\F—A—RB E@AX
AABRNERREGBRZHEES
#2 B P I 354,428,000/ L E
B oEEENEE-

* RINEBMDAEBEEFBRE
ERIEISR BRI 2 S5

As at 1 January 2018, advances from customers of
HK$54,428,000 in respect of sales contracts previously
included in creditors and accrued charges were reclassified
to contract liabilities.

* The amounts in this column are before the adjustments from
the application of HKFRS 9.
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Notes to the Condensed Consolidated Financial Statements

HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments”

In the current period, the Group has applied HKFRS
9 Financial Instruments and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces new
requirements for 1) the classification and measurement of
financial assets and financial liabilities, 2) expected credit
losses (“ECL"”) for financial assets and 3) general hedge
accounting.

The Group has applied HKFRS 9 in accordance with the
transition provisions set out in HKFRS 9. i.e. applied the
classification and measurement requirements (including
impairment) retrospectively to instruments that have not
been derecognised as at 1 January 2018 (date of initial
application) and has not applied the requirements to
instruments that have already been derecognised as at 1
January 2018. The difference between carrying amounts
as at 31 December 2017 and the carrying amounts as at
1 January 2018 are recognised in the opening retained
profits and other components of equity, without restating
comparative information.

In addition, the Group applied the hedge accounting
prospectively.

Accordingly, certain comparative information may not be
comparable as comparative information was prepared
under HKAS 39 “Financial Instruments: Recognition and
Measurement”.
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Key changes in accounting policies resulting
from application of HKFRS 9

Classification and measurement of financial assets

Trade receivables arising from contracts with customers are
initially measured in accordance with HKFRS 15.

All recognised financial assets that are within the scope of
HKFRS 9 are subsequently measured at amortised cost or fair
value, including unquoted equity investments measured at
cost less impairment under HKAS 39.

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

. the financial asset is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows; and

e the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Debt instruments that meet the following conditions are
subsequently measured at FVTOCI:

e the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling the financial assets;
and

e  the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.
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Notes to the Condensed Consolidated Financial Statements

HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (Continued)

Classification and measurement of financial assets
(Continued)

All other financial assets are subsequently measured at fair
value through profit or loss (“FVTPL"), except that at the
date of initial application/initial recognition of a financial
asset the Group may irrevocably elect to present subsequent
changes in fair value of an equity investment in other
comprehensive income (“OCI”) if that equity investment
is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to
which HKFRS 3 Business Combinations applies.

In addition, the Group may irrevocably designate a debt
investment that meets the amortised cost or FVTOCI criteria
as measured at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch.

The directors of the Company reviewed and assessed
the Group’s financial assets and financial liabilities as at
1 January 2018 based on the facts and circumstances
that existed at that date. Changes in classification and
measurement on the Group's financial assets and the
impacts thereof are detailed as below.

.'\‘-
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Impacts and changes in accounting
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policies of application on HKFRS 9
"“Financial Instruments” (continved)

Key changes in accounting policies resulting
from application of HKFRS 9 (Continued)

Equity instruments designated as at FVTOCI

At the date of initial application/initial recognition, the
Group may make an irrevocable election (on an instrument-
by-instrument basis) to designate investments in equity
instruments as at FVTOCI.

Investments in equity instruments at FVTOCI are initially
measured at fair value plus transaction costs. Subsequently,
they are measured at fair value with gains and losses
arising from changes in fair value recognised in OCI and
accumulated in the investment revaluation reserve; and are
not subject to impairment assessment. The cumulative gain
or loss will not be reclassified to profit or loss on disposal of
the equity investments, and will be transferred to retained
profits.

Dividends on these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive
the dividends is established in accordance with HKFRS 9,
unless the dividends clearly represent a recovery of part of
the cost of the investment. Dividends are included in the
“other income” line item in profit or loss.
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (Continued)

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under HKFRS 9
(including trade and bills receivables, other debtors, short-
term bank deposits and bank balances). The amount of ECL
is updated at each reporting date to reflect changes in credit
risk since initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the relevant
instrument. In contrast, 12-month ECL (“12m ECL")
represents the portion of lifetime ECL that is expected to
result from default events that are possible within 12 months
after the reporting date. Assessment are done based on the
Group's historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions
and an assessment of both the current conditions at the
reporting date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade and bills
receivables without significant financing component. The
ECL on these assets are assessed individually for debtors
with significant balances and/or collectively using a provision
matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since
initial recognition.
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2. Principal Accounting Policies (continued)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (Continued)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable
and supportable, including historical experience and
forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

° an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

e  significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

° existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

° an actual or expected significant deterioration in the
operating results of the debtor;

e an actual or expected significant adverse change in the
regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Key changes in accounting policies resulting
from application of HKFRS 9 (Continued)

Significant increase in credit risk (Continued)
Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 180 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

The Group considers that default has occurred when the
instrument is more than 360 days past due unless the Group
has reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information.

Generally, the ECL is estimated as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that the
Group expects to receive, discounted at the effective interest
rate determined at initial recognition.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.

As at 1 January 2018, the directors of the Company
reviewed and assessed the Group’'s existing financial
assets for impairment using reasonable and supportable
information that is available without undue cost or effort in
accordance with the requirements of HKFRS 9. The results
of the assessment and the impact thereof are detailed as
below.
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Summary of effects arising from initial
application of HKFRS 9

Below illustrates the classification and measurement
(including impairment) of financial assets and financial
liabilities and other items subject to ECL under HKFRS 9 and
HKAS 39 at the date of initial application, 1 January 2018.

Reclassification from available-for-sale investment to
equity investments at FVTOCI

The Group elected to present in OCI for the fair value
changes of all its equity investments previously classified
as available-for-sale investment, of which approximately
HK$3,992,000 related to unquoted equity investments
previously measured at cost less impairment under HKAS 39.
These investments are not held for trading and not expected
to be sold in the foreseeable future. At the date of initial
application of HKFRS 9, HK$3,992,000 were reclassified
from available-for-sale investment to equity instruments at
FVTOCI, of which HK$3,992,000 related to unquoted equity
investments previously measured at cost less impairment
under HKAS 39. No fair value adjustment relating to this
unguoted equity investment previously carried at cost less
impairment was adjusted to equity instrument at FVTOCI and
investment revaluation reserve as at 1 January 2018 because
carrying value under HKAS 39 was materially equal to the
fair value as at 1 January 2018.



2018 INTERIM REPORT  YIP'S CHEMICAL HOLDINGS LIMITED 49
S
BRGAMBREHE W
Notes to the Condensed Consolidated Financial Statements \
HE-_Z—N\EXA=18 1L/ A For the six months ended 30 June 2018

2. TESFHEE ) 2. Principal Accounting Policies (continved)
ERAERUBREERSE Impacts and changes in accounting
O [2M T A | 2EFH policies of application on HKFRS 9
HEREH w0 “Financial Instruments” (continued)
BRAEREEBMBREERE Summary of effects arising from initial
IREHZEEME (&) application of HKFRS 9 (Continued)
HAHHEREEHSPBEERD Reclassification from available-for-sale investment to
AREFAHMEZEKZE ZRAER equity investments at FVTOCI (Continued)
& (#)
RZE—+tF+_A=+—HBZHA The reclassification of available-for-sale investment as at 31
HEERESHHOFER TN December 2017 reconcile to the opening balance of equity
F-A—BAEAAREFAEMEE instruments at FVTOCI as at 1 January 2018 is as follows:
Wik z T Az B & IR
T
BARE
ST HAt
a] {# 2EKFEZ
HERE HETA
Available- Equity
for-sale instruments
investment at FVTOCI
FHT FAT
HK’000 HK'000
M=ZZE—+t&F+=-F=+—H Closing balance at
2 BAR &R 31 December 2017
— BB G ERIFE395% — HKAS 39 3,992 -

BREREABMBEREER  Effect arising from initial

FOREH o TE application of HKFRS 9
RAfEERE Reclassification from available-for-sale

BHOH investment (3,992) 3,992
R=ZZE—N\FE—H—H Opening balance

Z BRI s R at 1 January 2018 = 3,992
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Summary of effects arising from initial
application of HKFRS 9 (Continued)

Impairment under ECL model

In relation to the impairment of financial assets, HKFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected
credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at
each reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer necessary
for a credit event to have occurred before credit losses are
recognised.

In the current period, the Group applied the HKFRS 9
simplified approach to measure ECL which uses a lifetime
ECL for trade receivables.

Loss allowances for other financial assets at amortised cost
mainly comprise of other debtors, short term bank deposits
and bank balances, and are measured on 12m ECL basis and
there had been no significant increase in credit risk since
initial recognition.

The directors of the Company considered the additional
expected credit loss allowance as at 1 January 2018
measured under the ECL model is insignificant.
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Principal Accounting Policies (continved)

Impacts and changes in accounting
policies of application on HKFRS 9
"Financial Instruments” (continued)

Summary of effects arising from initial
application of HKFRS 9 (Continuea)

Hedge accounting

The Group applies the hedge accounting requirements of
HKFRS 9 prospectively. At the date of the initial application,
hedging relationships that qualified for hedge accounting
in accordance with HKAS 39 are regarded as continuing
hedging relationship if all qualifying criteria under HKFRS
9 are met, after taking into account any rebalancing of the
hedging relationship on transition.

Except as described above, the application of amendments
to HKFRSs in the current interim period has had no material
effect on the amounts reported and/or disclosures set out in
these condensed consolidated financial statements.

As a result of the changes in the entity’s accounting policies
above, the opening condensed consolidated statement of
financial position had to be restated. The following table
shows the adjustments recognised for each individual line

item.
—E—tf —E-N\F
+t-A=+—0 BEUERE BEUERS —HA—H
31 December A 58155 R 595 1 January
2017 HKFRS 15 HKFRS 9 2018
THER THERT THERT TERT
HK$'000 HK$’000 HK$'000 HK$'000
(RE®) (&)
(Audited) (Restated)
AfHERE Available-for-sale investment 3,992 = (3,992) =
BARERA Equity instruments
Hiz2El=2  at FVTOC
BETA - - 3,992 3,992
ERRR K Creditors and accrued
BT EH charges 1,917,464 (54,428) = 1,863,036
BHEaE Contract liabilities = 54,428 = 54,428
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2. TESFHEE @) 2. Principal Accounting Policies (continued)
AEBEWERFERATIEBMHE The Group has not early applied the following new HKFRSs,
B RERZFNET B Bk E amendments to HKASs and HKFRSs and a new interpretation
B - BAGHEAREAVB®RSE (“new and revised standards”) that have been issued but are
ERZBFTARFTRE ([FET & not yet effective.

CHEIIDE

FAMBRE LD HE HKFRS 16 Leases'
F16%

EENBREEN RRAL HKFRS 17 Insurance Contracts®
E17%

BE(ARMBRE MEREEL HK(IFRIC) - Int 23 Uncertainty over Income Tax Treatments'
ABZE%) THE M
—REE3WR

BEERBREER ABAHERA Amendments to HKFRS 9 Prepayment Features with Negative
B a4 BREE Compensation’

EENBREEN REFHEBENAN Amendments to HKFRS 10 Sale or Contribution of Assets between an
F10% K RECECHNEE and HKAS 28 Investor and its Associate or Joint Venture?
BRI H &gk A2
£28R 2 B3]

BEGHER HE R e Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement!
F19R 25T

BEEHER REERFAIRGELE Amendments to HKAS 28 Long-term Interests in Associates
E28F 27T L RAER and Joint Ventures'

EREUBREERN BEUNBREER Amendments to HKFRSs ~ Annual Improvements to
A “Z-1f% HKFRSs 2015 - 2017 Cycle'

“EtFRHZ
FEYE
i RZEBE-—NF-—HA—HAzz#’EHA g Effective for annual periods beginning on or after 1 January
5 2 F S B A R 2019
2 REEERRSCERBZFE 2 Effective for annual periods beginning on or after a date to be
B A determined
2 RZTEZ—F—HA—HkzE&H 3 Effective for annual periods beginning on or after 1 January

18 2 FE HIE A 2021
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2. Principal Accounting Policies (continued)

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 “Leases” and the related Interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees, except
for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses,
adjusted for any remeasurement of the lease liability. The
lease liability is initially measured at the present value of the
lease payments that are not paid at that date. Subsequently,
the lease liability is adjusted for interest and lease payments,
as well as the impact of lease modifications, amongst others.
For the classification of cash flows, the Group currently
presents upfront prepaid lease payments as investing cash
flows in relation to leasehold lands for owned use and those
classified as investment properties while other operating
lease payments are presented as operating cash flows. Under
the HKFRS 16, lease payments in relation to lease liability will
be allocated into a principal and an interest portion which
will be presented as operating cash flows.
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2. Principal Accounting Policies (continued)

HKFRS 16 "Leases" (Continued)

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold lands
where the Group is a lessee. The application of HKFRS 16
may result in potential changes in classification of these
assets depending on whether the Group presents right-of-
use assets separately or within the same line item at which
the corresponding underlying assets would be presented if
they were owned.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a lease either
as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 30 June 2018, the Group has non-cancellable
operating lease commitments. A preliminary assessment
indicates that these arrangements will meet the definition of
a lease under HKFRS 16, and hence the Group will recognise
a right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or short-
term leases upon the application of HKFRS 16. In addition,
the application of new requirements may result in changes
in measurement, presentation and disclosure as indicated
above. However, it is not practicable to provide a reasonable
estimate of the financial effect until the directors of the
Company complete a detailed review.

The application of other new and revised standards that
have been issued but are not yet effective 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. Revenue and Segment Information

Revenue

Revenue represents the amount received and receivable for
goods sold to customers, net of discounts and sales related
taxes, and rental income received and receivable from
tenants during the period.

Segment Information

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

During the current interim period, in view of the continuing
significance of the operation of the properties segment, the
Group revised the organisation of segments that are used to
allocate resources and assess performance, and considered
to include a new segment, namely properties. The basis
of measurement of segment results has been changed
by including the segment results attributable to these
properties.

Principal activities of the Group’s reportable segments are as

follows:

Solvents — manufacture of and trading in raw solvents
and related products

Coatings - manufacture of and trading in coatings and
related products

Inks — manufacture of and trading in inks and
related products

Lubricants - manufacture of and trading in lubricants
products

Properties — property investment and holding of the

Group's properties not used for production
plants, research and development, central
administration office, and not used for
other operating segments, including but not
limited to properties for rental
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3. EXHKIEER =) 3. Revenue and Segment Information
(Continued)
PEEHR @ Segment Information (continved)
DHEEBESOBERB YRR Segment results represent the profit earned or loss incurred
BRA-TTESRIARAREBECE by each segment without allocation of interest income,
bR RITEE R &0 7% & F A Hk fair value change on derivative financial instruments,
HY 8 5 F Sk EE AE RO S 1B o il A AR central administration costs and finance costs. This is the
AABETRAS (AEEZ&S information reported to the Co-Chief Executive Officers of
EEBARE)MEZER  BEIED the Company, the Group's chief operating decision makers,
BIRD B KRR IRFTE - for the purposes of resource allocation and performance
assessment.
PHEXBERXE Segment revenue and results
AEBROBHAREEDEZE An analysis of the Group’s revenue and results by operating
(BERERHWWAT segments for the period under review is as follows:
258
&t
Reportable
3| 2R HE AR Mg segment  RFEH &a
Solvents Coatings Inks  Lubricants  Properties total  Elimination  Consolidated

Tén TEn TEn TER TEn TEn TEn TEn
HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS$'000

(M)
(note)
BE-Z-N\EXB=1A Six months ended 30 June 2018
ExBA (REER) (unaudited)
AREXE Segment revene
BpLE External revenue 4,323,313 948,547 730,567 139,013 8,086 6,149,526 - 6,149,526
PEREEE Inter-segment revenue 63,926 24 348 81 200 64,579 (64,579) -
it Total 4,387,239 948,571 730,915 139,094 8286 6,214,105 (64,579) 6,149,526
E+ Results
PEEE Segment results 183,753 (4,868) 10,085 (8,367) 39,548 220,151 (81) 220,070
FARBA Unallocated income 8,278
AARER Unallocated expenses (10,224)
BHER Finance costs (29,775)

BREEER Profit before taxation 188,349
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EXBERIEER 2 3. Revenue and Segment Information

(Continued)
THEER #) Segment Information (continved)
DTEHEXEREE (B Segment revenue and results (Continued)
2R
aif
Reportable
BE 2 hE by 0% segment  RBHEH &a
Solvents Coatings Inks  Lubricants  Properties total  Elimination  Consolidated

TRL TR TiT TRL TR TET T TRL
HKS000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKE'000

(WE)
(note)
HEZT-HERAZTA Sikmonths ended 30 June 2017
AR (REEH) (unaudited)
ARERE Seqment revenue
HEXE External revenue 2,934,101 770833 627,269 146,137 - 4478340 - 4478340
HERERE Inter-segment revenue 50,371 5,096 180 4 - 55,688 (55,688) -
ot Total 2,984,472 775,929 627,449 146,178 - 4534028 (55,688) 4,478,340
£ Results
PRRE Seqment results 13243 4,566 19,654 (448) 6,165 162,369 (107) 162,262
AAEBA Unallocated income 4735
AARER Unallocated expenses (13,651)
HEER Finance costs (27,061)
B AT Profit before taxation 126,285
Mia: BEZT-N\FA=THILAN Note: During the six months ended 30 June 2018, the Group revised
@A REBEEZR D BAERI M the organisation of segments and properties segment was
AEDE - HE WA 8,286,000 shown. Rental income of HK$8,286,000 was now presented
BTRENABEZZT—\F~ as segment revenue for the six months ended 30 June 2018.
A=+HILERNERZ EE % Rental income of HK$6,272,000 for the six months ended
H-BE_T—+tHFA=TH 30 June 2017 was not restated as segment revenue for that
LIE7S1E A 2 7€ 4 A6,272,000 period as the amount was not significant.
BT EENAZAB 2 EE
¥5 REARESBUTEK-
i 25 5 B $T HM 8 B RE A 16 AR Inter-segment revenue are charged at the similar terms as

AR
3T o external revenue.

i~y
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4. HAWATNH bl
E#E

4. Other Income and Other Gains and

Losses

BZA~A=1+RHILLAEA
Six months ended 30 June

—E-N\E —E— 4
2018 2017
FTET FHET
HK$'000 HK$’000
(REBEXK) (REER)
(Unaudited) (Unaudited)
(a) AEBMHEAMUWAETES (a) The Group's other income mainly
7 comprises:
B U A Interest income 5,247 4,507
ERRAZBFHE S Government grants recognised 8,886 7,718
(b) AEBMHMUZ (FIE) (b) The Group's other gains (losses)
B comprise of:
Y BB R Written off of property,
plant and equipment (20,291) -
RIBRERE (M) Allowance for bad and doubtful
debts (note) (4,182) (2,855)
HEWE - BB MR Loss on disposal of property,
Z BB plant and equipment (1,729) (1,555)
MEBERRZREERE Impairment loss recognised on
goodwill (642) -
L E—REH B AT Gain on disposal of a subsidiary
Z Yz (MiaE17) (note 17) 28,406 -
BEMERNLEES Gain on fair value change of
Pl E: investment properties 12,225 8,675
HESEARBELEZ Gain on disposal of assets classified
EnBEEZEE KR as non-current assets held for sale 2,727 =
HMNEERRERZ S Net exchange gain (loss) arising
B ZFE W WS from other foreign currency
(&) balances and transactions 2,368 (1,324)
18,882 2,941

fist: B ARREEEHTEES
FENRIA 2 B b = - 30 2 HR AR
BAR R B R ER R BB
M EHERIRARER

Note: During the period, the directors of the Company assess the

recoverability of the trade receivables on a regular basis and

determine to provide the allowance for bad and doubtful

debts after taking into accounts of the repayment history and

settlement situation of the relevant debts.
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B Bt B s Al

5. Profit Before Taxation

BEANA=1THILEAREA

Six months ended 30 June

—E-N\F —E—LtF
2018 2017
FTHT FATT
HK$'000 HK$'000
(REEER) (RIEER)

(Unaudited)

(Unaudited)

& 5 A& A 2 0B T3 & 18« Profit before taxation has been arrived

at after charging:

I A = Y Amortisation of intangible assets 1,532 569
HRAEAZ ZEEKAR Cost of inventories recognised
as an expense 5,358,898 3,849,308
ME - BERREBEZITE Depreciation of property,
plant and equipment 95,280 67,808
TE L FE & 4H Release of prepaid lease payments 3,518 3,392
HIE 6. Taxation
BEXA=+RHLEKER
Six months ended 30 June
—E-N\F —E—LtF
2018 2017
THERT SEE T
HK$000 HK$'000
(REEX) (REEHERZ)
(Unaudited) (Unaudited)
HERBRE: The charge comprises:
WITHIE—FEAREFMBE  Current tax — the People’s
([FE]) Republic of China (“PRC")
7K HA R Current period 48,745 35,251
AN Withholding Tax 12,434 7,557
61,179 42,808
TR 1A Deferred taxation
7N EA [ Current period 3,646 (80)
64,825 42,728
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MBHERR -—ZT—N\EFEMA—H
R BRI RBEE -

BBEFSHRERS GEKARAE
2,000,000 7T & &8 Bt o ) 2 B &
£8.25% - [l #83E2,000,000/% 7t &
ABEFZHEEE16.5% - REZE
— - NEXNA=THLEANEARA
WEBHM AEEEEKBARZ
EBFEHERBAEHMAH G
H o NS TS B M AR S 2 B A AR
SEARZHF G EEIE165%2
MEGWPMIB(BHE_T—EF
A=+H1LXEA 165%) °

REFECEMERE ([REME
BOE]) REEABHIEZE KM -
TEMBRARZHEE _ETN\F
— A —HER25% °

ARABETRHEKEZHEAR
HABERERRMRMARARE
TEESEENSBEEREE
ERZEBIS%LABHRE - ED
EFBERERFAZERBEERR
TEH B

—EB)\FERHRERS

6. Taxation (Continued)

On 21 March 2018, the Hong Kong Legislative Council
passed the Inland Revenue (Amendment) (No.7) Bill 2017
(the “Bill") which introduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28 March 2018 and
was gazetted on the following day. The two-tiered profits tax
rate applies to years of assessment commencing on or after
1 April 2018.

Under the two-tiered profits tax rates regime, the first
HK$2 million of assessable profits of qualifying corporation
will be taxed at 8.25%, and assessable profits above HK$2
million will be taxed at 16.5%. For the relevant period in
the six months ended 30 June 2018, Hong Kong profits
tax of the qualifying corporation in the Group is calculated
in accordance with the two-tiered profits tax rates regime.
The profits of other corporations in the Group which are
not qualified for the two-tiered profits tax rates regime will
continue to be taxed at the rate of 16.5% (six months ended
30 June 2017: 16.5%).

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and the Implementation Regulation of EIT Law, the
tax rate of the subsidiaries in the PRC is 25% from 1 January
2008 onwards.

Certain of the Company’s subsidiaries operating in the PRC
are either be eligible as High and New Technology Enterprise
or operating in encouraged industries in Western Region
of China, and are entitled to an income tax rate of 15%.
EIT of the PRC has been provided for after taking these tax
incentives into account.
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HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

Taxation (Continued)

The withholding tax represented taxation recognised in
respect of the dividends to be distributed from profits
earned by certain subsidiaries in the PRC starting from 1
January 2008 under the Implementation Regulation of the
EIT Law of the PRC that requires withholding tax with tax
rate ranging from 5% to 10% upon the distribution of such
profits to the shareholders. During the period ended 30 June
2017, the Group recognised the withholding tax amounting
to HK$3,817,000 (six months ended 30 June 2018: nil) in
respect of the gain on transfer of a subsidiary in the PRC
with tax rate of 10% under the EIT Law.

Deferred taxation has not been recognised in respect
of certain undistributed retained profits earned by the
subsidiaries in the PRC starting from 1 January 2008
amounting to HK$1,524,554,000 (31 December 2017:
HK$1,753,566,000) 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.

Dividends

During the period, a final dividend of HK10.0 cents per share
totalling HK$56,389,000 in respect of the year ended 31
December 2017 were declared and subsequently paid in July
2018.

Subsequent to 30 June 2018, the directors of the Company
resolved to declare an interim dividend of HK6.0 cents per
share totalling approximately HK$33,833,000 for the six
months ended 30 June 2018 (six months ended 30 June
2017: HK5.0 cents per share totalling HK$28,194,000). The
interim dividend is payable on or about 10 October 2018 to
the owners of the Company whose names appear on the
Company'’s register of members on 7 September 2018.
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8. Earnings Per Share

BE1% The calculation of the basic and diluted earnings per share
attributable to the owners of the Company is based on the

following data:

BZXA=1+HILLAHEA
Six months ended 30 June

—E-N\F —E—+tF
2018 2017
FET FHET
HK$'000 HK$'000
(REER) (RIEER)
(Unaudited) (Unaudited)
AEERERNREEE Earnings for the purposes of calculating
Bz &8H basic and diluted earnings per share 87,260 53,628
BHEAR

Number of shares
T T i&
‘000 '000

HESREREFZ
A0 R

AR HERRNEL Y
HETE:

it
HESREEERTZ
DO 19 8% B

Weighted average number of shares

for the purpose of calculating

basic earnings per share 563,889 563,858
Effect of dilutive potential

ordinary shares:

Share options 44 71

Weighted average number of shares
for the purpose of calculating
diluted earnings per share 563,933 563,929
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HEZZ—/\FXA=1HILXMEA For the six months ended 30 June 2018

9. Movements in Property, Plant

and Equipment and Investment
Properties

During the period, the Group incurred approximately
HK$95,627,000 (six months ended 30 June 2017:
HK$147,281,000) mainly for additions to a manufacturing
plant in the PRC to expand its manufacturing capacity.

During the period ended 30 June 2017, a property with
fair value at the date of transfer of HK$34,600,000 (six
months ended 30 June 2018: nil) was transferred to
investment properties due to change of use as a result of
commencement of relevant leases. The fair value at the date
of transfer was determined by an independent valuer and
the excess over the carrying amount was recognised in other
comprehensive income and increased property revaluation
reserve at the date of transfer.

During the period ended 30 June 2017, the Group incurred
approximately HK$21,620,000 (six months ended 30 June
2018: nil) for acquisition of an investment property which
has been leased to Ip Chi Shing Charitable Foundation
Limited, a related company controlled by a director of the
Company, for the use as an office premise in Hong Kong.

During the period, a net increase in fair value of investment
properties of HK$12,225,000 (six months ended 30 June
2017: HK$8,675,000) has been recognised directly in profit
or loss. The valuations are carried out by an independent
qualified professional valuer, which is not connected with
the Group. The valuations by the independent qualified
professional valuer are arrived by direct comparison
approach with reference to recent market prices for similar
properties in similar locations and conditions, investment
approach with reference to market rent and depreciated
replacement cost approach with reference to current cost of
replacement in Hong Kong and the PRC.
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10.EZ B RTERERE
B Htt B AR R &

10.Trade and Bills Receivables, Other

Debtors and Prepayments

==
NRE
—E-N\E —E—LtF
ANA=+H +=ZA=+—H
30.6.2018 31.12.2017
FExT FH&T
HK$'000 HK$'000
(REHFR) (LEZ)
(Unaudited) (Audited)
=) 1€ Trade receivables 2,006,225 1,786,024
iR Bills receivables 1,598,899 1,658,909
3,605,124 3,444,933

HitpEWERA R BN RREERHE
BENHERRE BAHEERS
KW B(E R o

RRERREFEBRIBILREEH
H 2 BRER D AT » S 0BR REB AR 2E M
78,649,000 L (Z T —+tF +=
B =+—H :73,564,000 7T ) &0

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$78,649,000 (31 December 2017: HK$73,564,000) at the
end of the reporting period is as follows:

—F :
—E-N\F e
~NA=+H +-A=+—H
30.6.2018 31.12.2017
FET FAET
HK$'000 HK$'000
(REBEZ) (=)
(Unaudited) (Audited)
EE={@A 0 - 3 months 1,737,010 1,479,359
m=EREA 4 — 6 months 202,972 241,779
N8 A £ Over 6 months 66,243 64,886
2,006,225 1,786,024

AEETFAERETPEMEA30
REORZEEH BENEEH
FRTFARBHERFZRBARSE &K
HEPF-

The Group allows a credit period ranging from 30 to 90
days to its trade customers. A longer credit period may be
granted to large or long established customers with good
payment history.
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10.EZBENFEREWRE 10.Trade and Bills Receivables, Other

B HttEWERARKE Debtors and Prepayments (continued)
N™IE 2

FEWE IR BB MR 1T A, RIER Bills receivables represent f£17# ¥ [E 2 (“banker’s
RZBITHRGESR (TRITELE acceptances”), i.e. time drafts accepted and guaranteed
Z|) AEBRZEARBRESTF for payment by the PRC banks. The Group accepts the
AB RERIT A 2 $R1T 2 fE SR ME settlement of trade receivables by customers using banker’s
BB 5 EWHIE - acceptances accepted by PRC banks on a case by case basis.
PR Bk B ER AR R 2 R1TH These banker’s acceptances are issued to or endorsed to the
HEZE-—RREEREITHEBETZ Group and with due date in general not longer than twelve
BARNB - RITAHEZHEE months from the date of issuance. The banker’'s acceptances
REINEERITHEMERITRZSE will be settled by the banks, which are mainly state-owned
RITEAGIEZREHA - banks or commercial banks in the PRC, on the due date of

such banker’s acceptances.

MNEEHEZKRBEE 11.Non-Current Assets Held for Sale

RZE—tF+A+=ZB A2 On 13 December 2017, a subsidiary of the Company had
Alz—HNBARE B LE= entered into a provisional agreement for sale and purchase
FEIVEEREEHZE  UEEMR with an independent third party to dispose of an office
FEZ —ERAEME - RNAAE premise located in the PRC. The directors of the Company
EEAERERNaR BN BEHmESE assessed whether the held-for-sale criteria set out in HKFRS
AISESSE [FEEHEMERBEE 5 “Non-current assets held for sale and discontinued
RERIEEE L] 2 FED operations” are met. Taking into account (a) the fact that
BEAIRLE - 85T R (a)iZ 12 Wy ¥ 2 7] A the subject property is immediately available for sale, and
RHEEEZEE  RDb)HE KRR (b) the conditions to be met to complete the disposal as
FFBESEESUEXNBERE 2 set out in the terms of the agreement, the disposal was
B EEEER_ZT—NF—A completed in January 2018 and accordingly the relevant
T EEEAMER-_ZE—+F property was classified as held for sale as at 31 December
TZA=T—BESERFIED 2017. The net proceeds of the disposal were expected to
B TBEHEMBHIEFEMEB exceed the carrying amount of the property and accordingly,
MEZERBE Bt - RZFT—+ no impairment loss has been recognised as at 31 December
F+tZ A=+ A EERRERS 2017. The disposal was completed during the period,
B-HEERBATK  BRESE and gain on disposal of assets classified as non-current
ARELEZIERDEECEENR assets held for sale amounting to HK$2,727,000 has been

72,727,000 L E R B ER recognised in profit or loss.
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12.BENERRKRETEHR 12.Creditors and Accrued Charges
—ZE-N\F —E—LtF
NA=+H +t=-A=+—H
30.6.2018 31.12.2017
FERT T T
HK$'000 HK$'000
(REHFR) (&%)
(Unaudited) (Audited)
5 R ERMR Trade creditors 1,802,177 1,483,112
HiERRRRERTER Other creditors and accrued charges 391,863 434,352
2,194,040 1,917,464
EEMRANEFEREEAE Other creditors and accrued charges mainly consist of
ENEIHSREHN EMEER payables of staff salaries and benefits, sales commission,
S ENERIREES- storage and transportation, etc.

RBEHRESEMNERIZEER An aged analysis of trade creditors at the end of the

HZBREC DM T : reporting period based on the invoice date is as follows:
—E-)\F —E—tF
AA=+A t=A=+-F
30.6.2018 31.12.2017
FERT Fi&T
HK$'000 HK$’000
(REEZR) (&%)
(Unaudited) (Audited)
T ={@A 0 — 3 months 1,446,155 1,171,286
MZEREA 4 - 6 months 350,752 295,793
NEAMR E Over 6 months 5,270 16,033

1,802,177 1,483,112
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13.6 8 13.Borrowings
B - AN B E451,020,189,000% During the period, the Group obtained new bank borrowings
T(HE_ZT—+tF~A=1+HIL in the amount of HK$1,020,189,000 (six months ended 30
7<18 A : 894,093,000/ 7T ) # R 17 June 2017: HK$894,093,000) and repaid bank borrowings
&8 - I (8 3#8985,275,000% 7t (# of HK$985,275,000 (six months ended 30 June 2017:
EZE—+tFRRA=THILEARHE HK$738,136,000). The new bank borrowings during the
F:738,136,0008 7T ) $RITIEE ° six months ended 30 June 2017 and 2018 bear interest at
HE-_ZT—tFR-_F—-\FA market rates and are repayable ranging from 1 week to 4
=F+HIEARNBEAAZFBITEER years.
MEMEFERAER—EL2HEN
FRNEE-
14. % 7 14.Share Capital
ROEE ;&S
Number of Share
shares capital
T A% FHET
‘000 HK$'000
ETE Authorised:
SREE0. 107 T2 1) Shares of HK$0.10 each
RZZE-NF—HA—8BXK At 1 January 2018 and
—E—N\FXA=+H 30 June 2018 800,000 80,000
EEITRAR: Issued and fully paid:
F IR EE0.105 7T Z B 1D Shares of HK$0.10 each
RZZE-N\F-—A—HBE At 1 January 2018 and

—E-NERA=TH 30 June 2018 563,889 56,389
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15. R B RBER ZF R 15.Share-Based Payments

BER-ZE——FRA-T+HHEHE The Company’s existing share option scheme was adopted
THRRBFE NG L#ERA TR pursuant to the annual general meeting approved on
MR A R AE T ([FTREARRE ST 25 May 2012 (the “New Share Option Scheme”) for the
g FEEaEB2EE REH primary purpose of motivating the participants and providing
REREERZ LNEBARREN incentives and a direct interest in attaining the long term
REBEZE - BIREBRETE business objective with the Company. Options granted
([EBEREE] ER [ FERE under the old share option scheme (the “Old Share Option
FTE R ERETE]) (B Scheme”, together with the “New Share Option Scheme”
RIEEBEFEARN = _FNA collectively known as “Share Option Schemes”), which was
Z HEARRQBRM) T D6 E R E adopted by the Company on 3 September 2002 prior to the
HIREEBRES SR XIFESR termination of such scheme, will continue to be valid and
MR A T AT o exercisable in accordance with the rules of the Old Share

Option Scheme.

TEREBRARABZEERFEHAR The table below discloses movement of the Company’s share
AIERENZBIBEN: options held by the Company's participants:
BREHE
Number of share options
EERAL
= Eligible # 5t
Directors persons Total

MZZE—N\F—H—H  Outstanding as at

R AR AT 1 January 2018 400,000 5,010,000 5,410,000
RHIREH S5 (f:E)  Reclassified during
the period (note) (200,000) 200,000 -
A HA R 25K Lapsed during the period = (240,000) (240,000)
RZZT—/\F/XA=1+H Outstanding as at
R AR AT 30 June 2018 200,000 4,970,000 5,170,000
MieE: BEBEERZZT—N\F—A— Note: Mr. Kwong Kwok Chiu resigned as Executive Director with
HEHMERITE S REBRESA effect from 1 January 2018 and his number of share options
BEHIEZ|ENHORIEER was reclassified from “Directors” to “Eligible Persons”.
ALl
R EI R R 3 5 3T (] BE RS No share options were granted for both periods.
TE
B EERET 2R L E R All share options granted under the Old Share Option
EARYASYESE 7EHE Scheme vested immediately at the dates of grant with the
Y ARt FE o BT ERNEE exercisable period of ten years from the dates of grant. The
R NERES - share options granted under the New Share Option Scheme
—RE—HB+—BRgE-—ET-—=&F during the prior period are exercisable commencing from 11

—AB+BUA T January 2015 to 10 January 2023.
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16.Acquisition of Business

On 2 January 2018, two indirect wholly-owned subsidiaries
of the Company, entered into an agreement with certain
independent third parties, of which principal business
activities are manufacture, sale, distribution and marketing
of coatings, to acquire the business (“Camel”) at a
cash consideration of RMB111,741,000 (equivalent to
HK$136,813,000) (“Camel Acquisition”). The acquisition
of business was completed on 1 February 2018 and has
been accounted for using the acquisition method. The
amount of goodwill arising as a result of the acquisition was
HK$43,636,000.

Acquisition-related costs amounting to HK$817,000 have
been excluded from the cost of Camel Acquisition and have
been recognised as an expense in the current period, and
included in the “general and administrative expenses” line
item in the condensed consolidated statement of profit or
loss.

Assets acquired and liabilities recognised at the date of
acquisition are as follows (determined on a provisional
basis):

F& T

HK$’000

M BREREE Property, plant and equipment 993
EVEE Intangible assets 78,796
FE Inventories 7,191
2 5 W IR Trade receivables 13,306
EEFIEEE Deferred tax liabilities (7,109)

B 1177/
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16. E B UEE ») 16.Acquisition of Business (continved)

EEEAE: Consideration transferred:

T T

HK$'000

EXNEBERE Purchase consideration paid 125,181

HARRBELHE (KisE) Contingent consideration arrangement (note) 11,632

136,813

Mizr: REBH EERAEMEEE Note: At the date of acquisition, the directors consider that the

REBER 2 KRAREMTOR
AR #9,500,0007T (HHERH
11,632,000 7T) * H 2 Z BE B
RER (TS RIBIER KA
BEREERERENOEETE X
ARELTHER WEHEREIT
RER BB Z AT RBEMN RS
BEEHRENEHNER AEE
BR2EREREBRE TN
F—HA—HBE+=-_A=+—H
1E1218 A HARR 2 45 & R IR A1 B8 B

contingent consideration payable to the vendors of Camel
is estimated to be probable at approximately RMB9,500,000
(equivalent to approximately HK$11,632,000) with reference
to the estimated sales performance forecast of Camel
and possible settlement of the outstanding contractual
obligations. The contingent consideration arrangement
required the Group to pay the vendors of Camel by reference
to the operating performance of Camel for the 12-month
from 1 January to 31 December 2018, and if the vendors have
fulfilled their outstanding contractual obligations to customers

accrued prior to the completion date.

REBZEH TR
WEEE s HE (RERELEE Goodwill arising on acquisition (determined on a provisional
E) basis):
FH&IT
HK$'000
EEENRE Consideration transferred 136,813
B EWEBEEEFE Less: net assets acquired (93,177)

WHEEZHE Goodwill arising on acquisition 43,636
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16.Acquisition of Business (continued)

The fair value of the identified net assets acquired was
estimated by applying an income approach. The key model
inputs used in determining the fair value were assumed
discount rate of 13.1% and assumed long-term sustainable
growth rates of 1.36% and 3.0% for the businesses in Hong
Kong and the PRC, respectively.

The fair value of trade receivables at the date of acquisition
amounted to HK$13,306,000. The gross contractual
amount of those trade receivables acquired amounted to
HK$33,263,000 at the date of acquisition. The best estimate
at acquisition date of the contractual cash flows not
expected to be collected amounted to HK$19,957,000.

Goodwill arose in the acquisition because the cost of the
combination includes a control premium. In addition,
the consideration paid for the combination effectively
included an amount in relation to the benefit of expected
synergies, revenue growth, future market development
and the assembled workforce of Camel. These benefits are
not recognised separately from goodwill because they do
not meet the recognition criteria for identifiable intangible
assets.
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17. HE— BB 2 A

R-_E—NF=ZF—HB A&EE
mM—2BYE=FHEHLREE
2EMBARIBEREGRAA
(M) z223RE BRSR
B #) /4,911,000 T (HERY
38,305,000/8 7T ) ° BERFE — AL
KPR ES A -

RENRLERMZEEFEMNT

—EB)\FERHRERS

17.Disposal of a Subsidiary

On 1 March 2018, the Group disposed of the entire
equity interest of its indirect wholly-owned subsidiary,
Base Rich Development Limited (“Base Rich”), to an
independent third party at a total cash consideration of
approximately USD4,911,000 (equivalent to approximately
HK$38,305,000). Base Rich held the prepaid lease payments
of a land located in the PRC.

The net assets of Base Rich at the date of disposal were as

follows:
F#&IT
HK$'000
SEER b ki ko Prepaid lease payments 9,451
I ER Property, plant and equipment 414
RITEBR KRB S Bank balances and cash 24
H th & 5/ I8 Other payables (24)
BEHEEEFE Net assets disposed of 9,865
HE—FABAR K : Gain on disposal of a subsidiary:
B E Consideration received 38,305
BEHEEEFE Net assets disposed of (9,865)
HERSEA Transaction cost for disposal (34)
o M s Gain on disposal 28,406
HEEEZFREMA: Net cash inflow arising on disposal:
BEURESNE Cash consideration received 38,305
BEHERTEBEIAS Bank balances and cash disposed of (24)

38,281
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AR 18.Commitments
—E-N\& —E—+tF
ANA=+H +=-—A=+—H
30.6.2018 51, 12,2017
FTExT FH&IT
HK$'000 HK$'000
(REEXK) (fEEZ)
(Unaudited) (Audited)
BREWEYE - MENME#E  Capital expenditure in respect of the
ZERAZETHE acquisition of property, plant and
MRS B A5 S equipment contracted for but not
RFEAE provided in the condensed
consolidated financial statements 104,715 42,012

ETMTRZARENE

AEEHONEMEEREREBE
REBSHREAALBFE- TR
AR EEZSTEMEER
TRBENAAE (LEEMRER
M ERM kB ABR) - ARIRR
AREFENBABBNABRE
BETAAERNIB(F—E=
BIER -

s FEARAAEEBANELRE
mEREREEXABERE
ZRE (RERAE)ET 2

=

s F_MANENEENAE—
MBEUNIIZEELABLZ
SR AR (BERSER
(BB ) sk (BZER
B)ETZFE R

s F-RAREFERBEELER
YIHRERABETHEEZE
ELREHARE (THBER
WARE) 2 MERMETZ

s

19.Fair Value Measurements of Financial
Instruments

Some of the Group's financial assets and financial liabilities
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 assets and 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.

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

o 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

e  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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19.€@MITEC2AAREFE 19.Fair Value Measurements of Financial

(4%) Instruments (continvea)

SREE/SRERE RARERE

Financial assets/ DRER Fairvalue — HEFERTERAHE

financial liabilities Fair value as at hierarchy Valuation techniques and key input(s)

“E2-N\EXA=tH —T—+tF+=ZA=t-H
30.6.2018 31.12.2017

(RBER) (8%F1%)

(Unaudited) (Audited)

RERGaRBRAZ EE BE R HERREREB - ARRERBNARRI AR
NERITESRIA (REHWEE) (BB EHE) FEEVEERAR (MER)EERNERNE
MAERHEH - 9,542,000% 7t —7,041,000% 7 (RREBARNTEERR R REH)

REHFE (RERKEREER) ) Mfkst-
g8 afE
-& (BEHHEHE)
—70,000/8 1T

Interest rate swap Assets Assets Level 2 Discounted cash flow. Future cash flows are
contracts classified (under hedge (under hedge estimated based on forward interest rates
as derivative financial accounting) accounting) (from observable yield curves at the end of the
instruments in - HK$9,542,000 - HK$7,041,000 reporting period) and contracted interest rates,
the condensed discounted at an applicable discount rate taking
consolidated Liabilities Liabilities into account the credit risk of the counterparties
statement of financia - Nil (under hedge and of the Group as appropriate.
position accounting)

- HK$70,000
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Fair Value Measurements of Financial

(#%) Instruments (continuea)

LREE/SRER ARERE

Financial assets/ DRER Fairvalue  REAZRTIZRAHE

financial liabilities Fair value as at hierarchy Valuation techniques and key input(s)

—E2-\EXA=1H —T—+%+-F=1-H
30.6.2018 31.12.2017

(RBER) (8F%)

(Unaudited) (Audited)

REBGEAEBHAR  RRITHEERENH  TER F=R WANE-BEZFE BRRSREERNTE#
RAABHAEMS BRARZ23.92% FEREHREHRESNBRARRLENEH
AN ETENERT ERIA BifE-
it -3,397,000%8 7 ; &

WAL RERERERYE
AR AR Z212.75%
BRI
- 9,465,000 7
Equity instruments 3.92% equity N/A Level 3 Income approach - in this approach, the discounted

at FV10Cl in

the condensed
consolidated
statement of financial
position

instruments in
BT HEERERE
ARAR

- HK$3,397,000; and

12.75% equity
instruments in
AL RERERERE
ARAR
- HK$9,465,000

RRBEZTRRNERLES MR
ERREHERAT RO E S EE
ENEBRABZEREEEEARE

EESE

cash flow method was used to capture the
present value of the expected future economic
benefits to be derived from the ownership of
these investees.

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.
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20.FBEA LTS
(@ R "&EHEBE» R Xt

(b)

(c)

480,000 T (B EZ=—F —+
EXNA=ZFTAHLEANHEAR:
480,000/ 7T ) 5300,000/% 7T
(Bz2-—Z2—+F~A=+H
1E751E A 300,000 7T ) 2
EFABEREERQAR (B
E)EREEEEBRRQA
([#5#]) AR ZEFERE
B E RETEHEEDBINE
EREEFAERE -RN=2F
—NEXNA=+8 RETH
B eRamAaR BB RE
FAEHMNOBEBRKRRE
HEMEE® 9 514/720,000% 7T
— T —+%:720,000% T)
550,000 (ZE —+HF:
600,000/ 7T ) °

BN REBWEIEEXES
ESHARARNESRERE
F &255,0008 L (BRE=F
—tFANA=Z+HIEAER:
100,000 L) MR ER B
27,0008 T (BAEZF— 5
NA=+HIERMEA 10,000
BIL) EEKEEREART
BEERWHEEZATIERAERS -

FEFEBEEEARTNEETR
AARITHRAB-HRN £ E
EIEEM S 514,866,000/8
T(BE-_Z—+E~A=1+
B/ A 15,501,000/
JT) °

20.Related Party Transactions

(a)

(b)

(c)

During the period, the Group paid rent of HK$480,000
(six months ended 30 June 2017: HK$480,000)
and HK$300,000 (six months ended 30 June 2017:
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. As at
30 June 2018, the related outstanding commitments
for future minimum lease payments under non-
cancellable operating leases to Goldex and Galsheer
are HK$720,000 (2017:HK$720,000) and HK$50,000
(2017: HK$600,000) respectively.

During the period, the Group received rent and license
fee of HK$255,000 (six months ended 30 June 2017:
HK$100,000) and service fee income of HK$27,000
(six months ended 30 June 2017: HK$10,000) from Ip
Chi Shing Charitable Foundation Limited in which Mr.
Ip Chi Shing, director of the Company, has controlling
interest over it.

The key management personnel are the directors of
the Company and the management executives of the
Company. During the period, the remuneration of the
key management personnel was HK$14,866,000 (six
months ended 30 June 2017: HK$15,501,000).
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