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Profit attributable to owners
of the Company

184,805,000

78 TTHKS
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Revenue

12,388,283,000
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Earnings per share

32.8

7B ILHK CENTS
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Dividend for the year
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Gearing ratio*

46.07
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*Measured by net bank borrowings as a percentage of e
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3rd Floor, 24 Shedden Road, 3rd Floor, 24 Shedden Road,

P.O. Box 1586, P.O. Box 1586,

Grand Cayman KY1-1110 Grand Cayman KY1-1110

Cayman Islands Cayman Islands
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Transfer Office
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T 3% : (852) 2675 2288
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BOBR EE AR
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Corporate Information #

Head Office and Principal Place of

Business

27/F., Fortis Tower
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Wanchai, Hong Kong

Tel: (852) 2675 2288

Fax: (852) 2675 2345
Internet homepage:
http://www.yipschemical.com

Stock Code
408

# The information covered in this section only covers corporate
information of the Company as at the date of this annual report.
For changes in directorship and membership of various committees
of the Company during the period under review, please refer to
the Directors' Report on pages 44 to 59.
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CHAIRMAN
- EEM L
g" Mr. Ip Chi Shing

It is my pleasure to present this Annual Results for the year 2018
to all shareholders of the Company and its subsidiaries (the
“Group”). In the period under review, buoyed by strong growth
in the solvents business that was brought about by a sustained
manifestation of scale effect, the Group set yet again a new
record in sales revenue at HK$12.4 billion, a growth of 20.5%
from last year. Sales volume also registered a record of 1.39
million metric tons, up 9% from last year. Profit attributable to
owners of the Company, however, was quite disappointing. In
the period, the business environment was one of the poorest
in recent years. This was particularly so in the second half,
during which the escalating tensions in the Sino-US trade row
and the intensifying geopolitical shocks in various regions led
to depressing global economic sentiments. Faced with such
dramatic changes in the business environment, the Group was
not sufficiently prepared and not working hard enough. As a
result, all core businesses were not able to maintain the good
starting momentum in the first half, so much so that profit
for the whole year was only HK$185 million, which showed a
slight increase of 8.4% from last year. In financial performance
management, the Group continued to uphold the principle of
prudence and consistency in developing its businesses. Though
business environment was challenging in the period, we had
not let down our guard in carrying out strict and effective credit
controls, and as a result, the overall account receivables ageing
days were reduced and the bad debt rate was still controlled at a
normal level. Meanwhile, the Group continued to achieve results
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Chairman’s Statement — Review and Outlook

from its plant consolidating initiatives and fixed asset revitalising
efforts, thereby generating profit outside of the Group’s core
businesses. Consequently, the Group’s gearing ratio in the
period end was 46.0%, which was an improvement from 51.1%
in the previous year. After considering the Group’s assessment of
business prospects and the ongoing commitment of rewarding
shareholders, the board of directors of the Company (the
“Board”) proposed to declare a final dividend of HK10 cents
per share, the same as in the previous year. Together with the
interim dividend that had been paid out, total dividend for the
full year was HK16 cents per share, as compared to HK15 cents
per share in the last year.

Review

The overall business environment last year can best be
characterised as extremely grim. Interest rates continued to
rise; Renminbi depreciated by nearly 5%; geopolitical turmoil
emanated from various regions and, on top of that, the re-
emergence of unilateralism had led to incessant conflicts in
international trade and a slowdown in the growth of the global
economy. In the Mainland, with the downturn in both the real
estate market and the equity market, enterprises were generally
suffering from a tightening in money supply and had little desire
to expand their businesses. In the second half, as the Sino-US
trade conflict heated up, import-export figures slid markedly
and economic vitality turned sluggish. In the chemical industry,
profit margin had fallen across the board as raw material prices
rose continuously and competition among industry players
became ferocious because demand was weak and overcapacity
could not be dwindled down. At the same time, in response to
ever-tightening regulations imposed on the chemical industry
by various government authorities, large enterprises had to
make greater capital investments in areas related to plant
upgrading and the monitoring of the release of volatile organic
compounds, and thus operating costs rose. In view of the
drastically worsening business environment, the Group acted
determinedly and conducted a comprehensive, exhaustive review
of all core businesses in the second half of the year. The aim was
to quicken and deepen the ongoing business restructuring so
that businesses with poor profitability and uncertain prospects
could be disposed of in an orderly manner. As a result, a number
of plants had ceased production totally or partially, incurring
tens of millions in severance payments, asset write-offs as well as
provision for bad debts and non-moving goods. Obviously, these
measures to improve business quality had a negative impact
on the Group’s performance in the second half or even for the
whole year. Meanwhile, we had decided to treat the strategic
investment in Damai, a car maintenance chain in China, as an
attempt to speed up the Group's effort in diversifying into new
businesses. Since investment is necessary at the beginning of
such diversification, there will be impact on the Group's profits
in the short term.

2018 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED
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Outlook

Looking forward to 2019, | am taking a very prudent view of
our businesses. It is expected that all the factors that had a
deleterious effect on the business environment last year will not
be eliminated easily in the coming year. In particular, the Sino-US
trade conflict has gradually turned into clashes in fundamental
tenets in multiple areas. This has compounded the problem and
constitutes a serious challenge to China’s national revitalisation.
To deal with such a development, the Central Government had,
during the year, rolled out measures to stabilise the employment
situation and to ensure steady growth of the economy. The
Group, in particular, is looking forward to and pinning high
hopes on the institution and implementation of policies to
expand domestic demand and to develop the Greater Bay Area.
We are convinced that, thanks to our strong business capabilities
and our penetration of the Mainland market over the years,
we have a firm foundation to make pre-emptive attempts in
seeking out business opportunities. Concurrently, the Group will
continue to work hard on consolidating its core businesses with
an emphasis on strengthening them and enhancing profitability.
We will also increase investments in making these core
businesses more eco-friendly, more end-user aligned and more
service oriented while expanding into new related businesses.
We hope that, by delivering high quality packaged services to
end-user customer groups, we can open up new and potent
income stream and fundamentally improve the profitability
of the Group. | am fully confident that, under the concerted
efforts of all our employees, the benefits of these efforts will be
apparent in the short term. On behalf of the Board, | would like
to take this opportunity to convey our gratitude to all employees
for their efforts and contributions, to all stakeholders for their
unfailing support and guidance, to the Board for its leadership
and to our senior leadership team for rising to challenges and
being ever ready for innovations.
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Chairman’s Statement — Review and Outlook

Retirement and Appointment of
Directors

Mr. Tong Wui Tung, an experienced Non-executive Director
of the Company, and Mr. Ng Siu Ping, an Independent Non-
executive Director of the Company, retired respectively on
5 June 2018 and 1 January 2019. On behalf of the Board, |
would like to convey our sincere gratefulness to them for their
contributions over the years.

Senior executive Mr. Ho Pak Chuen, Patrick was appointed on
5 June 2018 as an Independent Non-executive Director of the
Company. Mr. Wong Yuk, former Co-Chief Executive Officer
and Executive Director of the Company and Mr. Ip Kwan,
former Chief Corporate Development Officer, were appointed
respectively as a Non-executive Director and an Executive
Director of the Company on 1 January 2019. On behalf of the
Board, | would like to welcome them for joining us.

Ip Chi Shing
Chairman

20 March 2019
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Mr. Yip Tsz Hin

Key aspects of the Group’s performance for the year ended 31
December 2018 are as follows:

1. Total sales revenue once again set a new record, reaching
HK$12.4 billion. This is attributable mainly to a substantial
growth in the solvents business;

2. The operating results of the four main business segments
were as follows: solvents segment remained buoyant; inks
segment slipped slightly; losses recorded for coatings and
lubricants segments;

3. Operating profit from properties segment was around
HK$139 million, which came mainly from a rise in the fair
values of former factory premises at Qingpu, Shanghai
and former headquarters at Fanling, Hong Kong, as well
as from the earnings derived from selling the lot formerly
occupied by the resins plant in Huizhou;
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4. Business restructuring and plant replanning entailed a total
of approximately HK$94 million in special expenses such
as employee compensation and provision for equipment
obsolescence;

5.  As a result of all the above factors, the Group’s profit
attributable to owners was HK$185 million, representing a
growth of 8.4% year-on-year,

6. The use of working capital improved markedly; as at
31 December 2018, the working capital used by the
four manufacturing businesses amounted to around
HK$2.6 billion, down almost HK$600 million from the
previous period;

7. Gearing ratio fell continuously to 46.0%, representing a
drop of 5.1 percentage points year-on-year.

Review and outlook of the Group’s five major business segments
are as follows:

Solvents

Thanks to a double-digit growth in sales both domestically and
overseas, sales in the year rose considerably. As our sales teams
developed their territories intensively and conscientiously, and as
they kept to the proven practice of selling directly to users and
providing services with heart, there was a sustained increase in
both the number and the usage volume of local clients. Also,
export volume reached 240,000 metric tons, with the export
business being minimally affected by the Sino-US trade war.

The operating profit in the year was down 12% from the last
year, and it was the constant rise in raw material prices that
pushed up inventory gain last year. Operating profit in the year
at about HK$345 million was nevertheless one of the highest in
recent years.

In view of the increasingly stringent safety and environmental
regulations in the Mainland, two major projects were carried
out in the year: one was the voluntary winding up of ethanol
production, and the other was to accelerate the construction
of new acetate production line in the Taixing plant in Jiangsu
Province.
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The provisions made for the ethanol production line and the
Southern China plant brought about approximately HK$53
million in special expenses.

The focus of this business segment in the coming year includes:

1. Construction of the new Taixing production line might well
be completed and operational by June 2019, allaying the
current situation of insufficient supply and the incessant
demand of sales teams for volume growth.

2. Use natural gas instead of coal to generate steam
comprehensively to achieve a more eco-friendly production
environment.

3. Step up research and development to explore expansion
into upstream and downstream products. The management
is fully confident of the sustained growth of the business
and the steady profit coming out of it.

Coatings

Because of the sustained high raw material prices and the
ferociously competitive situation, despite a slight growth in sales
revenue (exclusive of the newly acquired “Camel” paint), an
operating loss of about HK$6.5 million was recorded. Relevant
factors included exchange loss and employee compensation.

Since the middle of last year, the management has been
adjusting priorities by switching from seeking sharp increases
in sales to seeking good quality sales. It began with a drastic
reduction in internal expenses in the hope that the overall
competitiveness of this business segment can be substantially
raised. The management has already conveyed to the Board that
it has the confidence and determination to turn around the loss-
making position of the coatings segment in the new financial
year.
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Now that the “Camel” paint business had undergone a year
of adaptation and consolidation after it was acquired at the
beginning of the year, the transition was successful while its
whole-year performance was in line with expectation.

Inks

The operating condition of this business was quite similar to
that of the coatings segment — sales grew moderately but gross
profit did not improve. Nevertheless, with all types of expenses
under appropriate control, the business was still able to register
an operating profit of HK$40 million, which showed a decline of
28% from the same period last year.

In the budget plan of the new financial year, the decision to
pursue good quality sales may lead to a slight drop in sales
volume. But this decision should help towards the sustained
improvement of the business. In particular, the merging of
three existing plants into two should allow a fuller utilisation of
the remaining Zhongshan and Tongxiang plants, leading to a
continuous fall in production and operating costs, thus further
improving the return on capital.

Despite the fact that the contribution from eco-friendly gravure
water-based inks is inconsequential while investment is relatively
high, it is pleasing to see initial success through persistent
selling. The management is convinced that water-based and
alcohol soluble inks would be the name of the game in the
future, and that the investments and efforts made today would
yield appropriate returns in the future.

Lubricants

Sales revenue dropped HK$23 million and gross profit was down
HK$11 million from the previous year, as a result operating loss
widened to HK$39 million, which included a total of around
HK$11 million in exchange loss and provisions made for slow-
moving goods and equipment, as well as an initial loss of around
HK$8 million sustained by the new car maintenance business
operation of Damai.
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Report of the Chief Executive Officer
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With the substantial downsizing of the industrial lubricants
business, we will mainly focus on the automotive lubricants
business in future, particularly through well-developed sales
channels and networks, with the goal to turn around the loss-
making position.

In the current year, we will continue to invest, grow and
expand the Damai car maintenance business. We believe in the
prospects of this business and that it can create synergies with
our lubricants business. We fully understand that this business
requires investment at the initial stage and that it takes time
for the new stores to cultivate their clientele, so we may have
to sustain a loss in the short term. Yet, the management is
convinced that, in expanding, entrenching and speeding up this
business, the Damai brand will be built up and the requisite scale
effect will eventually bring about considerable earnings to the
Group.

Properties

Contribution from the properties segment soared to about
HK$139 million, attributable mainly to the increase in the
values of the former Qingpu plant in Shanghai and the former
headquarters building in Fanling, as well as to the earnings
derived from selling the former resins plant in Huizhou. The
Group has been consolidating plants and office buildings
in response to changes in the market and in safety and
environmental regulations. As the properties subsequently
vacated are successively let or sold, it is expected that the
Group will benefit from a steady stream of profits in future. For
instance, the Group announced in January 2019 that it has sold
the shareholdings of the company holding the Qingpu plant in
Shanghai. It is expected that a gain before tax of approximately
HK$160 million will be recorded upon completion of the
transaction.
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THHERRE
Report of the Chief Executive Officer

Outlook

Based on the following considerations, the management is

very confident that the quality of our businesses will improve

continuously in the coming year:

1.

The solvents business is growing steadily and is expected to
contribute significant earnings;

Raw material costs for coatings and inks are expected to
stabilise or may even decrease slightly, thus improving
gross profit. The benefits of the deep reforms instituted
last year by the Group should gradually become apparent;

With the completion of the sale of the lot taken up by the
former Qingpu plant in Shanghai, there will be receipts
of close to HK$300 million, which will further fortify the
Group’s cash flow situation;

The management will monitor the market situation closely
to effectively allocate idle properties on hand so that the
high potentials of these properties can be released and
bring in the best returns to the Group;

The function of the Corporate Development Department
will be further strengthened for identifying new business
opportunities. The objective is to take a two-pronged approach
of maintaining existing key business segments while
watching out for new opportunities, new investments and
new development.

Yip Tsz Hin
Chief Executive Officer

20 March 2019
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Group’s Major Properties

IREBEFEERS
The Group's headquarters in
Wanchai, Hong Kong
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The solvents plant in Taixing, Jiangsu The solvents plant in Jiangmen, Guangdong

S

LR FiE & 18 2B R 2 78 79 )11 X ER ) 22 L g B iz 7 & RN B9 2 BHs B
The coatings plant in The coatings plant in The coatings plant in
Jinshan, Shanghai Chengdu, Sichuan L Huizhou, Guangdong

LR ER I H R ERE iz 7 A T AR 48 B O 28 R B TRERR=ZHEEEHE
The inks plant in The inks plant in The lubricants plant in
Zhongshan, Guangdong Tongxiang, Zhejing Dongguan, Guangdong
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Group’s Major Properties

e
Taixing

B #D
Chengdu

RNEARES
Headquarters E5pE

Zhaogin ﬁ ’ R
EEHEF L ang Dongguan
Group's R&D Centre 7P

o Jiangmen E E R
AHIR R b i
Solvents plant ﬁ Hong Kong
s il

iﬂﬁ}% Zhongshan

Coatings plant

AR

Inks plant
MR
Lubricants plant
ENEYN -
Office building

=M
Huizhou

* RER—T-NF-AREEHHE ST BRI A RARMELE -
* The Group announced in January 2019 that it has sold the shareholdings of the company holding the Qingpu plant in Shanghai.
" ERTAEREE TIALA -

* The former headquarters building in Fanling was leased out.
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Business Profiles — Solvents
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Solvents form the largest part of the Group’s core businesses
and the Group is the world’s largest acetate solvents producer. A
major turn of event took place in 1993 when Handsome Chemical
Development Limited, a Group subsidiary, set sight on the
opportunities made available from the reform and liberalization
in China and formed a joint venture with Jiangmen Qisheng
Chemical Development Company Limited. By capitalizing on the
advantages of a sino-foreign joint venture and by complementing
each other, the two partners were able to achieve over 20 years of
dazzling performance.

The Group produces mainly eco-friendly industrial organic
solvents. These include ethyl acetate, normal butyl acetate, mixed
butyl acetate, ethanol and butyl acrylate which are extensively
used in the coatings, tannery, medicine and adhesives industries.
The solvents division has established production bases in Southern
and Eastern China. The business maintains a huge sales force
and operates a sales network that covers the whole of China and
reaches overseas. By operating mainly on a direct-sales basis, it
manages not only in ensuring thorough and satisfactory services,
but also in affording its sales team a better understanding of
customer needs — a vital edge of the business.

Customers have always been the Group’s main concern and the
pre- and post-sales customer-oriented services of the solvents
business have, over the years, won the trust and support of
customers. We cooperate with world-class chemical companies in
sourcing for raw materials of superior and stable quality as a way
to guarantee product quality.

In view of China’s huge market demand, Yip’s Chemical grasps
full advantage of the opportunity not only by expanding its
acetate solvents capacity to ensure its competitive edge in the
industry, but also by developing new related products that offer
synergic effects in order to expand product portfolio.
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Business Profiles — Coatings

The Bauhinia Coatings Group (“the coatings group”) officially
commenced operation in 2015 and its business scope covers
architectural coatings, industrial coatings and resins in the
Mainland.

Architectural Coatings

The architectural coatings products include inner and outer
emulsion wall paints and wood paints. The coatings group
strives to be the leader in China’s household paints market. With
sales outlets covering China’s large and medium-sized cities as
well as the majority of townships, the coatings group has won
favourable comments and goodwill from innumerable users. In
the sector of architecture and construction, professional products
and exceptional services of the coatings group have gained the
confidence of many well-known property developers. With long
term strategic partnership forged with many of these developers,
projects using the coatings group’s architectural paints can now
be found across the country.

With the growing environmental awareness and health
consciousness of consumers, the coatings group has been staying
innovative in order to provide consumers with a safe, healthy
and refreshing home environment. To this end, it has rolled out
a number of new eco-friendly products and developed a range of
advanced environmental technologies. In order to ensure that it
can meet the needs of its rapid business development in future,
the coatings group has set up a production base in Jinshan Fine
Chemical Industrial Park in Shanghai. This production base has
an annual capacity to produce around 200,000 metric tons of
coatings, complementary solvents and associated products.
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Business Profiles — Coatings
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Industrial Coatings

Industrial coatings consist of a range of products, including
coatings for furniture and plastic, as well as anti-corrosive
coatings. The industrial paints of the coatings group have been
maintaining rapid growth over the years. Its superb product
quality and professional services have succeeded in eliciting a
high degree of trust from new and old customers alike. Industrial
coatings laboratory is an accredited laboratory recognised by
China National Accreditation Service for Conformity Assessment
("CNAS"). As such, it can offer testing services upon customer
requests. It can also issue various types of testing reports on
customer products that have the same validity as those issued
by China Commodity Inspection Bureau. This serves not only to
provide solid guarantee on product quality, but also substantially
expand the room for cooperation between the coatings group and
the end users of a host of international brands.

Resins

The coatings group also produces resins, so that vertical
integration with the production of finished coating products can
be made. This will provide more competitive raw materials and
will further raise product quality. The coatings group can develop
coating resins in accordance with customers’ requirements.

Yip's Chemical acquired coatings brands, “Camel”, “Aquapro”
and "VIVA" in early 2018, and their respective architectural
and industrial coatings businesses in Hong Kong, Macau and
Mainland China. The Group believes that the acquisition would
help strengthen its market position in Southern China, and will
create synergies with the current businesses of the coatings group
on areas such as manufacturing, technology, distribution and
marketing, building a solid foundation for the development of
Guangdong-Hong Kong-Macau Greater Bay Area.
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Business Profiles

HE
Inks

Yip's Chemical’s inks business was started in 1998. By now it
is China’s largest supplier of inks under the Bauhinia Variegata
brand and one of the top 20 ink enterprises globally. Plastic
printing inks and paper printing inks for use in food, drinks, gift
packaging and paper printing are the main Bauhinia Variegata
products. With manufacturing bases in strategic locations
throughout Southern and Eastern China, these products are sold
over a countrywide sales network.

In order to fulfill the Group's clean production principle, Bauhinia
Variegata takes the lead in establishing separate aromatic-free
production plant and introducing fully piped manufacturing
mode. The Bauhinia Variegata production system is not only
equipped with the most advanced automatic controls, but is also
one of the few in China linked to an Enterprise Resources Planning
system. In addition, in its effort to protect employee health and
the environment, Bauhinia Variegata has also become one of
the first companies in the China’s inks industry in adopting a
hazardous substance process management system.

Bauhinia Variegata is a staunch advocate of environmental
protection and is leading the industry in both environmentally
friendly products and green technologies. Not only named as
"Qutstanding Eco-friendly Ink Manufacturer”, Bauhinia Variegata
successfully develops water-based inks with low volatile organic
compounds (VOC) and its eco-friendly vegetable offset printing
inks has also won a “Green Technology Award” on the basis of
its highly effective environmental properties and clean operation
practices. In addition, equipped with a laboratory that has been
certified by CNAS, Bauhinia Variegata provides a professional
product testing service which gives a strong boost to product
quality assurance.
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Business Profiles — Lubricants
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Yip’s Chemical started engaging in the production of lubricants
in 1992. Since then, it has rolled out a wide array of lubricants
for use in automobiles and related industries under the Hercules
brand name, including engine oils, antifreeze fluids, system
coolants, brake oils, lubricating greases, gear oils, automatic
gearbox oils, hydraulic oils, etc. The lubricating oil developed
specifically for use in methanol dual-fuel engines has been
recognised as a key achievement in the National High-tech R&D
Programme of China (the “863 Programme”). The Group also
produces a range of high-performance industrial lubricants and
special lubricants under the Pacoil brand name. Pacoil products
are used in various industries including electronics, home
appliances, automobiles, bearing manufacturing, engineering
machinery, steelworks, port terminals, cement works, toys
manufacturing, textiles, metal processing, etc.

The lubricants business has in recent years been focusing on
rebuilding and repositioning the Hercules brand with the view of
capturing a sizeable share of China’s automobile aftermarket.
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REFESEREEHMME Investment in China’s car maintenance chain
[KIE&ES brand Damai

EER T NFUU2,I2BTARE In 2018, the Group acquired 28% equity interest in Damai for
BARKBEEBE28%ME  —T— NG RMB21.52 million and further increased its shareholding in Damai
—HWEZE3I9%  TEHHEHELIEHERES to 39% in 2019 to support its development of car maintenance
HEBEEER  AETIREIREMIZE chain outlets business in China, providing quick and standardised
(EE M RIS - IR RRATESBREESE oil-changing service to car owners. The rationale for this
- RIBR R & E RS om b E) 37 investment is to actively explore new ways of moving towards
FERAM - service and end-user oriented through a complete overhaul of the

industry chain.

[ REEEE |G A&
Chain Store Network of Damai

(R=Z—NE+=-A=+—1H)
(As at 31 December 2018)

T &

Jiangsu

* BREER

« 6 self-operated stores

z
W =R

Shandong

« I5SKEZE

« 15 self-operated stores

« 10KMEJE
« 10 franchise stores

=)
Hunan
© SKEHEE

« 5 self-operated stores

BEETES T diERSEE E i
; Guangdong
« 20REEZE
« 20 self-operated stores
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Five Year Financial Summary

BE+t=-RA=t+-HL%EE

For the year ended 31 December

“E-N\§ T+ ZET-RF —T-hF —T-@OF
2018 2017 2016 2015 2014
THExT FTHET FTHEL THET TET
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
£ Results
BEE Revenue 12,388,283 10,280,001 8,555,646 8,584,225 10,255,839
EEE(FmM) Sales volume ("000 metric tons) 1,388 1,277 1,191 1,015 974
BR 54 30 %2 A Profit before taxation 412,314 390,955 391,912 162,034 371,248
FRiE Taxation (157,849) (136,269) (148,744) (74,643) (100,280)
AEZ 47 Profit for the year 254,465 254,686 243,168 87,391 270,968
5 &R Attributable to
NG Owners of the Company 184,805 170,560 169,343 47,847 223,182
R ER Non-controlling interests 69,660 84,126 73,825 39,544 47,786
254,465 254,686 243,168 87,391 270,968
SREN Per share data
SREFEW) Earnings per share (HK cents)
— EK — Basic 32.8 30.2 30.0 8.5 39.7
— B8 — Diluted 32.8 30.2 30.0 8.5 39.6
BREE (B * Dividend per share (HK cents)* 16.0 15.0 15.0 14.5 25.0
& -7 BRBREBERARS458 E Dividend per share in 2015 included special dividend HK4.5 cents per share.
B R b & Financial ratios
FTHBEEEQRE Return on average total assets 2.3% 2.2% 23% 0.6% 2.7%
FHREESERE  Return on average
shareholders’ funds 6.4% 6.2% 6.6% 1.7% 7.5%
R+t-ZA=1+-1H
As at 31 December
“E-\fE ZZ—+HF ZET-RFf —T-HF —ZT—MF
2018 2017 2016 2015 2014
TEx TET TET TET TAEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EERER Assets and Liabilities
BEMLE Total assets 8,320,710 8,068,146 7,137,356 7,439,067 8,282,435
BEAE Total liabilities (4,886,284)  (4,516,968)  (4,132,368)  (4,394,868)  (4,881,739)
3,434,426 3,551,178 3,004,988 3,044,199 3,400,696
ADAREEEEZ  Equity attributable to owners
of the Company 2,836,726 2,978,917 2,529,249 2,594,459 2,951,008
FERER Non-controlling interests 597,700 572,261 475,739 449,740 449,688
3,434,426 3,551,178 3,004,988 3,044,199 3,400,696
FRTEBHRE Net bank borrowings to
RS shareholders’ funds 46% 51% 50% 54% 58%
EREIEEERAT —T— \FEER
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Five Year Financial Summary

LERBrnn KPR F) IR R AL S R )

Revenue ¢ksoo) Profit attributable to owners of
HE=+_-A=+—H8 L% E For the year ended 31 December the Com pa ny (HK$"000)
#HZE+ =B =+—B % For the year ended 31 December
14,000,000 250,000
12,388,283 223,182
12,000,000
10,255,839 10,280,001 200,000 184,805
10,000,000 169,343 170,560
8,584,225 8,555,646
8,000,000 150,000
6,000,000 100,000
4,000,000
50,000 47847
2,000,000 I
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
=]
BRERE sw BRE R
Dividend per share i cent Earnings per share wxcents
HE=+_-HA=+—H8 L% E For the year ended 31 December HZE=+_-HA=+—H8 L4 E For the year ended 31 December
30 50
25.0
39.7
2 40
32.8
30.0 30.2
30
20
10 8.5
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

ARBABRREEERS 50
Equity attributable to owners of
the Company s

W+ =H=+—H As at 31 December

3,000,000 2951.008 2,978,917

2,836,726
2,594,459 2,529,249
2,500,000
2,000,000
1,500,000
1,000,000
500,000

2014 2015 2016 2017 2018

2018 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED 29



—Z— \5FEF 2018 ANNUAL REVIEW

30

CRERDTBREZRF M

Analysis of Revenue and

Segment Results for the Past Five Years

X

Revenue

HEt-AZt+-HLFE
For the year ended 31 December
—E-N\F —T—+F ZT-RF ZT-HF —T—NF
2018 2017 2016 2015 2014
TER TET TEL FEL FHET
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000

A E Solvents

2H# Coatings

piifes Inks

& Lubricants

mE M) Properties (Note)
X H#EH Elimination

B Total

Mt RBEZZ-N\F+-_A=+—BLFE £
RYESFELEZEEMFEEN  NEEE
BARPBERRIGRAZ D HMERK b=
BMAFDEEY — WE-HE_ZT—+F
+ZA=+—BIFE 2 S K A13,838,000
BTUEMENRZF2OBREET  REASH
SHEWTEKX

&é& % %E (EE®ER)
Revenue kswition)
#HZE+=H=+—B L4 E For the year ended 31 December
9,000
8,000
7,000
6,000
5,000
4,000
3,000

2,000

1,000

8,947,624 7,046,878 5,225,315 5,006,792 6,204,174
1,826,230 1,649,626 1,696,080 1,890,989 2,140,393
1,474,743 1,409,738 1,431,869 1,492,634 1,666,183
270,569 293,227 327,957 348,388 431,837
11,048 o N/A N/A N/A
(141,931) (119,468) (125,575) (154,578) (186,748)

12,388,283 10,280,001 8,555,646 8,584,225 10,255,839

Note: 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, in the year ended 31 December 2018. Rental income of HK$13,838,000
for the year ended 31 December 2017 was not restated as segment revenue for
that year as the amount was not significant.

BH
Solvents
Coatings
Pl

Inks

. bEbiep:i

Lubricants
FUES

Properties
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Analysis of Revenue and
Segment Results for the Past Five Years

TEERE Segment Results

BE+-A=t+-BLEE

For the year ended 31 December

—B-Nf —FT-tFf —FT-AF -T-h¥ —FT-QOF
2018 2017 2016 2015 2014
THERT TET TET TET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B H| Solvents 344,689 393,338 339,892 135,596 238,405
B Coatings (6,497) 8,291 26,666 60,922 47,095
R Inks 39,569 54,984 100,380 68,857 55,826
hebcs Lubricants (38,660) (8,405) 1,677 (25,519) (2,934)
ME (W iE) Properties (Note) 138,697 39,641 N/A N/A N/A
RS Elimination 278 (197) (99) 353 180
Rk Total 478,076 487,652 468,516 240,209 338,572
Mt RBEZZ-NF+-_A=+—BLFE = Note: In view of the continuing significance of the operation of the properties segment,
RYESFELEZEEMHEEMN  NEEE the Group revised the organisation of segments that are used to allocate resources
HARSERERLTERAZ DBEAH U= and assess performance, and considered to include a new segment, namely
BMAFDREY — WE -HE_T—+F properties, in the year ended 31 December 2018. Rental income of HK$13,838,000
+ZA=+—HBIEFE ML A13,838000 for the year ended 31 December 2017 was not restated as segment revenue for
BTUEMENRZF2OEEET  REASH that year as the amount was not significant.
SEAITEK -
yaNg - £ 4=
Z | * :%E (AEER)
Segment Results ciswition
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Liquidity and Financial Resources
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As at 31 December 2018, the Group's gearing ratio
(measured by net bank borrowings as a percentage of
equity attributable to owners of the Company) was 46.0%
(31 December 2017: 51.1%). Compared with last year, equity
attributable to owners of the Company decreased mainly due
to exchange loss stemming from translation of presentation
currency as a result of the 5% depreciation of the Renminbi
("RMB"). However, because of improved working capital
control, the Group’s net bank borrowings declined and, after
netting off the effect of RMB depreciation as mentioned above,
gearing ratio of the Group decreased by 5.1 percentage points.
Meanwhile, the Group will remain prudent in managing foreign
exchange exposure, so as to minimise the impact of RMB
fluctuation on its results. As for operating cash flow, the Group
recorded a net cash inflow of HK$741,234,000 (2017: net cash
inflow of HK$65,583,000). The substantial increase in operating
cash inflow was mainly attributable to the increased payables
and accruals as well as satisfactory receipt of trade and bills
receivables.

As at 31 December 2018, gross bank borrowings of the
Group amounted to HK$2,640,377,000 (31 December
2017: HK$2,468,405,000). After the deduction of short-
term bank deposits, bank balances and cash amounting to
HK$1,335,154,000 (31 December 2017: HK$946,074,000), net
bank borrowings amounted to HK$1,305,223,000 (31 December
2017: HK$1,522,331,000). Of the gross bank borrowings,
HK$1,320,977,000 (31 December 2017: HK$1,208,148,000)
were short-term loans repayable within one year. Such loans
were denominated in two currencies, HK$1,184,357,000
in Hong Kong Dollars and HK$136,620,000 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$1,319,400,000 (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$32,278,000 in
Hong Kong Dollars, HK$978,478,000 in RMB, HK$324,383,000
in US Dollars and HK$15,000 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).
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Liquidity and Financial Resources

To refinance previous mid-to-long-term loans due for
repayment, the Group obtained bilateral long-term (three
to four years) loans of HK$810,000,000 in 2018. As at
31 December 2018, mid-to-long-term loans (including portions
repayable within one year of HK$750,857,000) accounted for
78% 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. To mitigate the impact of
interest rate fluctuations on its financing costs, the Group, from
time to time, makes arrangements such as interest rate swaps
to fix the interest rates of some of its bilateral mid-to-long-term
loans with banks to hedge against the risk of such fluctuations.
As at 31 December 2018, the Group's loans under fixed rate
arrangement made up 37% and 41% of its total and non-
current bank borrowings respectively.

As at 31 December 2018, a total of 20 banks in Hong Kong and
Mainland China granted banking facilities of HK$6,105,736,000
to the Group, providing it with sufficient funds to meet its
present working capital and expansion requirements. Of these
banking facilities, 64%, 33% and 3% 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 31 December 2018, the Group’'s RMB
revolving loan facilities totalled at RMB690,000,000 (31
December 2017: RMB620,000,000) and several drawdowns
in the total amount of RMB120,000,000 had been made (31
December 2017: RMB60,000,000). The Group has also set up
a cross-border RMB cash pool with its major banks 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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Hong Kong

The Asset
The Asset Corporate Awards 2018 — Gold Award for
Environmental, Social and Corporate Governance

BDO ESG Awards 2018
Best in ESG (Small Market Capitalisation) and
Best in Reporting (Small Market Capitalisation)

Design Council of Hong Kong
D-Awards

Federation of Hong Kong Industries
Mr. Ip Kwan, Deputy Chief Executive Officer of the Group,
received Young Industrialist Awards of Hong Kong 2018

HR Asia
Best Company to Work for in Asia 2018

The Hong Kong Productivity Council
The 9t Hong Kong Outstanding Corporate Citizenship Award —
Corporate Citizenship Logo

The Hong Kong Council of Social Service
10 Years Plus “Caring Company” Logo

Federation of Hong Kong Industries
3+ Caring Certificate

Social Welfare Department
Bronze Award for Volunteer Service 2017

World Green Organisation
“Green Office” and “Eco-Healthy Workplace” Labels
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Awards and Recognitions

Mainland China

Social Responsibility Conference Organising Committee
2018 Sustainable Development Contribution Award

The 8t China Charity Festival
2018 Best CSR Practice Award

Ink World
Ranked 14t among The Top 20 International Ink Companies
2018

Coatings World
Ranked 58" among the International Coatings Companies 2018

Beijing Business
Top 10 Household Brands in China 2017-2018 —
Top 10 Coatings Brands

China Coatings News

The 9% Golden Paint Award — Outstanding Interior Wall
Coatings Brand 2017, Outstanding Wood Coatings Brand 2017
and Outstanding Furniture Coatings Brand 2017

China Chemistry Industrial Association — Branch of Inks
Bauhinia Variegata Ink ranked 1stin sales volume in 2017
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Corporate Sustainability
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Sustainable development is an integral approach to realising
the Group's vision of ‘A Century of Revered Leadership’. The
Group's strategic focus of being environmentally friendly,
end-user focused and service-oriented lays a solid foundation for
continuous growth. In response to more stringent environmental
policies and regulations, and to address increasing stakeholders’
concerns in environmental, social and governance (“ESG")
issues, the Group puts a strong emphasis in meeting relevant
regulatory requirements and is committed to incorporating
sustainability elements into its business process and value chain.

As the Group gradually progresses in its sustainability journey,
it will issue its third Environmental, Social and Governance
Report for 2018 which is prepared in accordance with the Hong
Kong Stock Exchange ESG Reporting Guide. Same as the Group
did last year, this standalone report details its management
approaches, goals and actions under several material aspects
to the Group and its stakeholders, namely employees, supply
chains, customers, communities and environment. It serves to
track and enhance the Group's sustainability performance under
a systematic framework.

Vﬂﬁ&ﬁ €] y
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For the year ended 31 December 2018, the Group
has donated nine well-equipped mobile eye surgery
centres, which is one of our signature philanthropic
projects, to different provinces in Mainland China,
benefiting a total of about 108,000 cataract patients.
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Human Resources

As of 31 December 2018, the Group has total number of 3,003
employees. 81 employees are from Hong Kong while 2,922 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, job rotation and participation in the Group's
educational subsidy programmes, 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. The
Group regularly identifies talented employees and tailor-
made career plan to support their continuous development.
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 challenging work environment, sets up
different programs for motivating employees to strive for
improvement and to upgrade their skills in order to strive for
the development of business. From time to time, the Group will
make reference to market trends for reviewing its remuneration
policy so as to ensure reasonable and competitive compensation
and benefits for its employees. These include basic salary and
results and individual performance-based bonus to attract and
retain talents.
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Mr. Yip Tsz Hin

Chairman and Non-executive Director

Mr. Ip Chi Shing, aged 71, is the Chairman and the Co-founder
of the Group and Mr. Ip was re-designated as the Chairman
of the Group and a Non-executive Director of the Company
in 2012. Mr. Ip focuses on leading the Board, the Group’s
long-term development strategy as well as the planning and
inheritability of human resources of the Group. He is the brother
of Mr. Yip Tsz Hin, the Deputy Chairman of the Group, the
Chief Executive Officer of the Group, an Executive Director of
the Company as well as a member of the Senior Leadership
Team and the father of Mr. Ip Kwan, the Deputy Chief Executive
Officer of the Group, an Executive Director of the Company
and a member of the Senior Leadership Team. In 2006, Mr. Ip
established “Ip Chi Shing Charitable Foundation Limited” with
the current objectives of carrying out charity activities in China
and Hong Kong including fostering education in China and
providing care for the underprivileged groups in Hong Kong and
making contributions to society.

Executive Directors

Mr. Yip Tsz Hin, aged 60, joined the Group in 1977. Mr. Yip is
the Deputy Chairman of the Group, the Chief Executive Officer
of the Group, an Executive Director of the Company and a
member of Senior Leadership Team. Mr. Yip has over 40 years of
experience in the manufacture of and trading in petrochemical
products. He is the brother of Mr. Ip Chi Shing, the Chairman of
the Group and a Non-executive Director of the Company.
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Mr. Ho Sai Hou

Executive Directors (continved)

Mr. Ip Kwan (Francis), aged 36, joined the Group in 2007.
Mr. Ip is currently the Deputy Chief Executive Officer of the
Group, an Executive Director of the Company and a member
of the Senior Leadership Team. He was previously the Chief
Corporate Development Officer of the Group, a Co-President
of the Bauhinia Coatings Group, the General Manager of the
Bauhinia Coatings Group Limited and an assistant to Director
of the Group. He is the son of Mr. Ip Chi Shing, the Chairman
of the Group and a Non-executive Director of the Company.
He graduated from the London School of Economics with a
Bachelor’s degree in Government and Economics. Before joining
the Group, he had worked in the investment banking industry
for three years.

Mr. Ho Sai Hou, aged 52, joined the Group in 2010. Mr. Ho is
the Chief Financial Officer of the Group, an Executive Director
of the Company, a member of the Senior Leadership Team
and the Company Secretary of the Company. Mr. Ho obtained
a Bachelor of Social Sciences Degree in Accounting from The
University of Hong Kong and completed his EMBA with The
China Europe International Business School in 2007. Previously,
Mr. Ho had worked for several listed companies in Hong Kong
as their chief financial officer, executive director and company
secretary. He is a certified public accountant of the Hong Kong
Institute of Certified Public Accountants and a fellow member
of the Association of Chartered Certified Accountants. He has
over 20 years of experience in accounting, finance, taxation and
company secretarial work.
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Mr. Wong Kong Chi

Non-executive Director

Mr. Wong Yuk, aged 55, joined the Group in 2015. Mr. Wong
is currently a Non-executive Director of the Company. Mr. Wong
was previously a Co-Chief Executive Officer of the Group, an
Executive Director of the Company and a member of the Senior
Leadership Team. Mr. Wong obtained a Bachelor of Science in
Mechanical Engineering from The University of Hong Kong and
completed a Master in Business Administration with The Chinese
University of Hong Kong in 1992. Before joining the Group, he
was the Managing Director — China Strategy and Investment
of Methanex, a global market leader in methanol. He had also
worked with Shell for over 26 years and was its General Manager
— Shell Specialities China/Hong Kong and China Local Senior
Downstream Representative. Mr. Wong has more than 30 years
of extensive experience in the petrochemical industry.

Independent Non-executive Directors

Mr. Wong Kong Chi, aged 61, has been an Independent
Non-executive Director of the Company since 1993. He is
a fellow member of the Association of Chartered Certified
Accountants and a certified public accountant of the Hong Kong
Institute of Certified Public Accountants. Mr. Wong retired in
1993 after working in the merchant banking industry for over 10
years. Mr. Wong does not hold any directorship in other listed
companies.
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Mr. Ho Pak Chuen, Patrick

Independent Non-executive Directors

(Continued)

Mr. Ku Yuen Fun, aged 67, has been an Independent
Non-executive Director of the Company since 2008. Mr. Ku
graduated from the Hong Kong Polytechnic (now known as the
Hong Kong Polytechnic University) and began his career at Shell
Chemicals. Mr. Ku has extensive managerial experience in the
oil & petrochemical industries in the Greater China region. He
was a Director of Shell Hong Kong Limited, a Board Director of
the Business Environment Council and the Chairman of Tianjin
International Petroleum Storage and Transportation Company
Limited. Mr. Ku does not hold any directorship in other listed
companies.

Mr. Ho Pak Chuen, Patrick, aged 64, joined the Group as an
Independent Non-executive Director in 2018. Mr. Ho is currently
Executive Director, Group Chairman Office of Fung (1937)
Management Ltd. He was previously with The Dow Chemical
Company, and retired in 2018 after 40 years of service. Mr. Ho
has extensive experience in the chemical industry while with The
Dow Chemical Company. He was global business director for
Ethylene Oxide, Propylene Oxide and Derivatives in Chemicals
and Metals in Dow headquarter in Midland, Michigan. He
returned to Hong Kong in 1998 as President for Dow Chemical,
Asia Pacific region, Global Vice President for Epoxy & Specialty
Chemicals then Asia Pacific vice president for manufacturing,
public & government affairs. Mr. Ho was chairman of Association
of International Chemical Manufacturers (AICM) in Hong Kong/
China in 2001-2003. He holds directorship in a number of
private companies within the Fung Group of companies and not
in other listed companies. Mr. Ho obtained a bachelor’s degree
in Chemical Engineering from Queen’s University at Kingston,
Canada.

2018 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED

41



&R E GOVERNANCE REPORT

42

EERITREBEAESRN

Directors’ and Management Executives’ Profiles

TREEBRAE

#AEHRLZLT  RFEON+ - R_FTE
NEMAEE -FWLLTHEREEBAN
BRERCEERBERSEREEK
KB -BHEBEEEREGABEERE
TEURERBREARNBER (K
AL o MAKER - WEER—KER
AMARZHIINEBTHE WXL H
REG2ELE RAETIREND
FEFANZEEZE HETARH
ENEZE REEBABIMAHER
BRIMEHEABBAZESZEUR
FBRFEBAIEHFRNTESR -

BEBREE BFR+TOR B
—NNEEMALE - BEERRME
MieiE BEEBERRRRTE
ENEEREEGRKE - BREARER
MABIRERELTEM  WEAML
THZEHEMERTEERE _TZFH
e e

BREIEE BFRE TR R _-T—
ZEMAEE - BEERRBEACEH
SEBEAR REAEESEEREER
FRERERANERBE - B5ER
FAEBRBELEEBTBMRERK
BRESIHNERBBELISEMN  -KAKES
BHRXRKBMER A EMERWHESH
BIRINER R - BEEEBEZHA
NEREEKLR  BRABER €18
BR O ATEENMEEHES - MBHE
R AR TMBEELETENE
BEERRZETE - MAKER - Bt
ERBE-FRLELMRAANEBANE
IR o

EREIEBEERAA —T— \FEFH

Management Executives

Ms. Tse Yik Chu, aged 42, joined the Group in 2009. Ms. Tse is
currently the Director of Group Human Resources and Corporate
Communications as well as a member of the Senior Leadership
Team. Ms. Tse obtained a Bachelor of Communication from the
Hong Kong Baptist University and a Master of Science in Finance
from the National University of Ireland. Prior to joining the
Group, Ms. Tse engaged in corporate affairs in an international
oil company. Ms. Tse also actively involves in public service and
she is currently committee members of Rehabilitation Advisory
Committee and its sub-committee on Public Education on
Rehabilitation under the Labour and Welfare Bureau. She is also
a member of Advisory Committee on the Enhancing Self-Reliance
Through District Partnership Program under the Home Affairs
Department, and an executive member of a non-government
organization called Support the Employment of People with
Disabilities (SEPD).

Mr. Kwong Kwok Chiu, aged 54, joined the Group in
1987. Mr. Kwong is the General Manager of the Inks Group.
Mr. Kwong was previously an Executive Director of the Company
and a member of the Senior Leadership Team. He obtained
a Master’'s Degree in Business Administration from The Open
University of Hong Kong and has over 20 years of experience
in the field of marketing and management of petrochemical
industry.

Mr. Fung Ping Kwong, aged 55, joined the Group in 2010.
Mr. Fung is a Co-President of the Bauhinia Coatings Group.
He was a member of the Senior Leadership Team as well as
the Head and Senior Leader of Group Human Resources of the
Group. He obtained a Bachelor’'s Degree in Science (Economics)
from The University of London, a Master's Degree in Business
Administration from The University of Warwick and a Diploma in
Training Management jointly conferred by The Chinese University
of Hong Kong and The Institute of Personnel and Development,
United Kingdom. Mr. Fung has extensive experience in different
human resources areas including organisational development,
management development, talent management and employee
relations. He worked in a number of multi-national companies
from insurance, petrochemical and pharmaceutical industries.
Before he joined the Group, he was the Group Human Resources
Director of a Hong Kong listed company.
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Directors’ and Management Executives’ Profiles

Management Executives (continved)

Mr. Chan Chuen Sang, aged 42, joined the Group in 2003.
Mr. Chan is a Co-President of the Bauhinia Coatings Group. He
was a member of the Group Management Committee, Group
Financial Controller, and served at various management positions
in different subsidiaries of the Group. He obtained a Bachelor’s
Degree in Business Administration from the Chinese University
of Hong Kong and a Master’s Degree in Business Administration
from the Hong Kong University of Science & Technology and
he is also a fellow member of Hong Kong Institute of Certified
Public Accountants.

Mr. Zhao Chu Bang, aged 57, is an experienced engineer.
Mr. Zhao joined the Group in 1993 and has been the Managing
Director of the Jiangmen Handsome Chemical Development
Limited since 2005. He graduated from The South China
University of Technology. Mr. Zhao has over 30 years of
experience in the chemical industry and has extensive experience
in management.

Mr. Zeng Zhi, aged 48, joined the Group in 2000. Mr. Zeng
is currently the General Manager of the Lubricant Group and
he was previously the Financial Controller of Yip’s Lubricant
Limited, a subsidiary of the Group. He graduated from Zhongnan
University of Finance and Economics with a Bachelor's Degree in
Accounting. He is also a non-practicing member of the Chinese
Institute of Certified Public Accountants. Mr. Zeng has 19 years
of experience in the field of petrochemical industry. Before he
joined the Group, he was the Product Material Control Manager
of a listed company listed in the Shenzhen Stock Exchange.
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The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements
of the Group for the year ended 31 December 2018.

Principal Activities and Business
Review

The Company is an investment holding company. Its principal
subsidiaries are engaged in the manufacture of and trading in
solvents, coatings, inks and lubricants as well as engaged in
properties investment. There were no significant changes in the
nature of the Group’s principal activities during the year ended
31 December 2018.

Details of the activities during the year ended 31 December
2018 as required by Schedule 5 of the Companies Ordinance
including, a fair review of the business of the Group with
financial performance indicators including revenue, sales
volume and net profit of the Group as well as revenue and
operating profit of its business segments, rental yield and
return on investment properties and an indication of likely
future development in the Company’s business are explained
in the Chairman’s Statement and the Report of the Chief
Executive Officer from pages 8 to 17 of this annual report. These
indicators illustrate the performance of the Group as a whole
and of its individual businesses in terms of business development
and profitability in attaining its corporate vision of “Towards a
Century of Revered Leadership”. The past five years’ trend of
these indicators together with other financial ratios of return on
average total assets and return on average shareholders’ funds
are disclosed in pages 28 to 29 of this annual report. Particulars
of important events affecting the Group that have occurred since
the end of the financial year, if any, can be found in the notes
to the consolidated financial statements. The Group’s liquidity
and financial resources are discussed in pages 32 to 33. Save as
the above sections, details of the other activities required to be
disclosed are explained as follows:
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Directors’ Report

Principal Activities and Business
Review (Continued)
Principal Risks and Uncertainties

The Group's businesses and prospects as well as financial
conditions and results of operations will be affected by a
number of risks and uncertainties including business risks,
operational risks and financial risks. For business risks, all the
Group's businesses are mainly carried out in the Mainland so it
will be subject to the economic and political development and
market situation of Mainland China. For operational risks, the
Group is engaged in manufacturing of chemical products and
it is thus exposed to various environmental, health and safety
risks in running its operations. For financial risks, there will be
market risk (currency risk and interest rate risk) for the Group’s
financial instruments, and credit risk and liquidity risk associated
therewith. Details of the policies on how to mitigate these
financial risks are set out in note 35 to the consolidated financial
statements.

Compliance with the Relevant Laws and
Regulations

As far as the Board and management are aware, the Group
has complied in material respects with the relevant laws and
regulations that have a significant impact on the business and
operation of the Group. During the year, there was no material
breach of or non-compliance with the applicable laws and
regulations by the Group.

The relevant laws and regulations that have a significant
impact on the Company include, among others, the Hong
Kong Companies Ordinance (Chapter 622), the Cayman Islands
Company Law and the regulations in relation to its business
including health, safety and environmental protection, workplace
conditions and employment. In addition, the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (as amended from time to time)
(the “Listing Rules”) apply to the Company.

The Company seeks to ensure compliance with these
requirements through various measures such as internal control,
risk management and trainings.

Environment Policies

The discussions on the Group’s environmental policies are
contained in Corporate Sustainability section on page 36 of this
annual report.
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Principal Activities and Business
Review (Continued)

Relationship with Customers, Suppliers,
Employees and other Stakeholders

The Group maintains a large number of customers and suppliers,
which spread across diverse industries and geographical areas.
The Group maintains good relationships with its customers and
suppliers. As the top 5 largest customers of the Group accounted
for less than 5% of the Groups' total revenue, the directors
of the Company considered that the Group has no significant
concentration of credit risk, with exposure spread over a large
number of counterparties and customers. Further details of the
credit control system and credit terms granted to customers
are shown in note 24 to the consolidated financial statements.
The Group's relationship with its employees and with investors
and shareholders are shown in page 37 under the heading of
Human Resources and in pages 83 to 84 under the Corporate
Governance Report, respectively.

Emolument Policy and Long-term
Incentive Plan

The general description of remuneration policy of the Group is
shown in page 37 of the section headed “Human Resources”.

Long-term incentive plan primarily consists of Share Option
Schemes. Please refer to pages 52 to 54 of this report and note
37 to the consolidated financial statements for the details of the
Share Option Schemes.

Results and Appropriations

The results of the Group and appropriations of the
Company for the year ended 31 December 2018 are set out
in the consolidated statement of profit or loss and other
comprehensive income on page 92 and note 11 to the
consolidated financial statements, respectively. An interim
dividend of HK6 cents per share was paid to the shareholders
of the Company (“Shareholders”) during the year. The Directors
propose the distribution of a final dividend of HK10 cents per
share totalling not less than HK$56,402,000 to Shareholders
whose names appear on the Register of Members at the close
of business on 14 June 2019 and the retention of the remaining
profit in reserves.
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Number of Issued Shares

Details of movements in the number of issued shares of
the Company during the year are set out in note 31 to the
consolidated financial statements.

The shares are issued pursuant to the exercise of the share
options under the Share Option Schemes (as defined in the
section headed “Share Options”).

Reserves

Details of movements in the reserves of the Group during the
year are set out in the consolidated statement of changes in
equity on page 96 of the consolidated financial statements.

The Company’s reserves available for distribution of the final
dividend represent the share premium, special reserve and
retained profits. Under Chapter 22 of the Companies Law of the
Cayman Islands, the share premium of the Company is available
for distribution of or paying dividends to Shareholders subject
to the provisions of its Memorandum and Articles of Association
and provided that immediately following the distribution of
dividend, the Company is able to pay its debts as they fall due
in the ordinary course of business. In accordance with the
Company’s Articles of Association, dividends can be distributed
out of the share premium and retained profits of the Company,
which amounted to HK$910,281,000 as at 31 December 2018
(2017: HK$967,602,000).

Property, Plant and Equipment and
Investment Properties

Details of the movements in the property, plant and equipment
and investment properties of the Group during the year are set
out in notes 13 and 15 to the consolidated financial statements
respectively.

Subsidiaries

Details of the Company’s principal subsidiaries as at 31
December 2018 are set out in note 42 to the consolidated
financial statements.
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Directors and Service Contracts

The Directors for the year and as at the date of this report were:

Chairman and Non-executive Director
Mr. Ip Chi Shing

Executive Directors

Mr. Yip Tsz Hin (Deputy Chairman and Chief Executive Officer)
(re-designated as the Chief Executive Officer with effect from
1 January 2019)

Mr. Ip Kwan (Deputy Chief Executive Officer)
(appointed with effect from 1 January 2019)

Mr. Ho Sai Hou (Chief Financial Officer)

Mr. Kwong Kwok Chiu
(resigned from the duty with effect from 1 January 2018)

Non-executive Directors

Mr. Tong Wui Tung
(terms of directorship lasted until the conclusion of 2018
annual general meeting held on 5 June 2018)

Mr. Wong Yuk
(re-designated as a Non-executive Director with effect from
1 January 2019)

Independent Non-executive Directors

Mr. Wong Kong Chi
Mr. Ku Yuen Fun
Mr. Ng Siu Ping
(retired and resigned with effect from 1 January 2019)

Mr. Ho Pak Chuen, Patrick
(appointed with effect from 5 June 2018)

In accordance with article 95 of the Company’s Articles of
Association, Mr. Ip Kwan, being an Executive Director newly
appointed on 1 January 2019, will hold office until the next
general meeting of the Company (i.e. the forthcoming annual
general meeting) (the “AGM") and shall then be eligible for
election. The Board proposed Mr. Ip Kwan to be elected as
executive Director at the AGM.
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Directors and Service Contracts (continued)

In accordance with article 112 of the Company’s Articles of
Association, Mr. Yip Tsz Hin and Mr. Ho Sai Hou, being Executive
Directors and Mr. Wong Yuk, a Non-executive Director, will
retire by rotation at the forthcoming AGM of the Company to be
held on 4 June 2019 and, being eligible, will offer themselves for
re-election as Directors at the forthcoming AGM. All remaining
Directors will continue in office. Each of the Non-executive
and Independent Non-executive Directors were appointed for a
specific term until the closing of the next annual general meeting
at which he is subject to re-election by the Shareholders.

No Director being proposed for re-election at the AGM has a
service contract with the Company or its subsidiaries which is not
determinable by the Company within one year without payment
of compensation (other than statutory compensation).

The fees of the Non-executive and Independent Non-executive
Directors are recommended by the Remuneration Committee of
the Company and determined by the Board.

The emolument payable to the Directors is determined with
reference to their qualification and experience, responsibilities
undertaken, contribution to the Company and the prevailing
market level of remuneration of similar position.
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Directors’ and Chief Executives’
Interests and Short Positions in
Securities

To the best of the Company’s knowledge, as at 31 December
2018, the interests of the Directors and their respective
associates in the shares of the Company (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO")) which
are required (a) to be notified to the Company and 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
Transactions by Directors of Listed Issuers to be notified to the

Company and the Stock Exchange were as follows:

oy Long positions
RZB-NF
+=B=+-8
fEARR
BRITRA
FEEERORABRAHA SEAM
Number of Ordinary Shares and Underlying Shares held Percentage
I 4 & & DL 3 R4 &R BRERS of the Issued
Interests in Interests in Interests in Interests in Share Capital of
Shares Shares Shares  Share Options’ the Company
EY3 AH] 1A ay as at
BEpg Name of Directors Personal Family Corporate Personal Total 31.12.2018
XML Mr. Ip Chi Shing 155,042,532 8,802,000 (a) 24,380,000 (b) — 188,224,532 33.37%
ErEgs Mr. Yip Tsz Hin 28,540,248 14,000,000 (c) — — 42,540,248 7.54%
TRELE Mr. Wong Yuk = - — — _
AEELE Mr. Ho Sai Hou — — 200,000 200,000 0.04%
HETRAE Mr. Wong Kong Chi 100,000 (d) — — 100,000 0.02%
HERRLE Mr. Ku Yuen Fun 20,680 14,000 (e) — — 34,680 0.01%
RBTRE Mr. Ng Siu Ping’ 2,532,000 50,000 (f) — — 2,582,000 0.46%

[EEPIEA Mr. Ho Pak Chuen, Patrick’

EREIEBEERAA —T— \FEFH
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Directors’ and Chief Executives’
Interests and Short Positions in

Sec

urities (Continued)

Long positions (Continued)

Notes:

(a)

(b)

(c)

(d)

(e)

®)

QOut 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.

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.

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

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

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.

Mr. Ng Siu Ping retired and resigned as an Independent Non-
executive Director with effect from 1 January 2019.

Mr. Ho Pak Chuen, Patrick was appointed an as Independent Non-
executive Director with effect from 5 June 2018.
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Directors’ and Chief Executives’
Interests and Short Positions in
Securities (continued)

Long positions (Continued)

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 31 December 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.

Share Options

The Shareholders at the AGM 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 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. Particulars of the New Share Option Scheme
are set out in note 37 to the consolidated financial statements.
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Share Options (continued)

During the year ended 31 December 2018, movements in the
number of options which had been granted to certain Directors
and employees under the Company’s Share Option Schemes are

as follows:
BREYE
Number of Share Options
RZB-N\§ RZB-NE
-A-H RER AER tZB=t-H
BRETREH RS BT BAN/EH ESiE:d
BEBH i  Exercise period of Outstanding as  Exercised during Lapsed/Cancelled  Outstanding as
Date of grant Exercise price  share options at 1.1.2018 the year  during the year at 31.12.2018
T
HK$
Ez
Director
AtEEE Z5-=f-f+-H 5.9 ZE-RF-A+-HE 200,000 — — 200,000
ZEZZ§-A7H
Mr. Ho Sai Hou 11 January 2013 11 January 2015 to
10 January 2023
200,000 - - 200,000
EFAL
Eligible Persons'
Z2EN\ETR=T-H 1950 ZZE\§TA=+-HEZ 140,000 (140,000) - -
ZZ-\§+A=+H
31 October 2008 31 October 2008 to
30 October 2018
“ZENETAER 453% ZZENETARBE 640,000 - (60,000) 580,000
“Z-NETAMmA
5 October 2009 5 October 2009 to
4 October 2019
—¥-=%-f+-H 592 ZEF-nF-Rt-HE 4,430,000 — (440,000) 3,990,000
ZZZZ§-A7H
11 January 2013 11 January 2015 to
10 January 2023
5,210,000 (140,000) (500,000) 4,570,000
5,410,000 (140,000 (500,000) 4,770,000

' HWEREER-_E-NF—A—BE
ERTEEREBEREHRBCHIE
=EA[ETAL]

REBEE=_ZEZ—N\F+=-_A=+—H81t
FEA TERHERETESSNE
B - BERFRITHEMNERE HEE
BRETEBH ZAMNARRFKRG M
BEHKmER2638 T -

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”.

During the year ended 31 December 2018, no share option
was granted to Directors or employees. In respect of the share
options exercised during the year, weighted average closing
price of the shares of the Company immediately before the dates
on which the share options were exercised was HK$2.63.
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Share Options (continued)

The total number of Shares of the Company that could be issued
upon the exercise of all outstanding share options as at the date
of this annual report are 4,770,000 Shares, which represents
approximately 0.85% of the issued share capital of the Company
as at the date of this annual report.

Other than as disclosed above, at no time during the year
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 year.

Substantial Shareholders

To the best of the Company’s knowledge, as at 31 December
2018, the following Shareholders (other than the Directors or
chief executives of the Company disclosed above) had interest in
the shares and underlying shares of the Company as recorded in
the register required to be kept under Section 336 of the SFO or
as otherwise notified to the Company:

T A Long positions
R=ZZ-N\#F
+=—A=+H
EARRRE BT
RAEzBADL
Percentage of
the issued share
TERREER FERGEA capital of the
Name of Substantial g4 iksa Number of Company as at
Shareholders Capacity Notes shares held 31.12.2018
ERBELL ERERA 1 47,547,913 8.43%
Ms. Ip Fung Kuen Beneficial Owner
FMR LLC NGRS 2 39,640,000 7.03%
Corporate Interest
FIDELITY PURITAN TRUST BERERA 3 28,220,000 5.00%

Beneficial Owner

EREIEBEERAA —T— \FEFH
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2. FMR LLCEBFMR Co., IncRABEHA
39,640,000k A~ A I {5 ° FMR Co.,
Inc.EHFMR LLCZ & & 1 & 22 FFidelity
Management & Research Company%®
BHE - RQRVEBARN Lt AFMR
Co., Inc.#%%5H 239,640,000 A< 2 A7) i
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Canada ULCH B ° 2 EFMR LLCIE B
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S.a.r.lZ100%M% # - mBluelay Lux 1
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# - #1MFIC Holdings ULCH#E AFidelity
Investments Canada ULCZ 100% /%
#E o
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Substantial Shareholders (continueq)

Long positions (Continued)

Notes:

1. The calculation of the number of shares held takes into account (i)
the interests of Ms. Ip in the issued share capital of the Company
disclosed under the SFO (i.e. 47,592,000); (ii) the acquisition of
955,913 shares by Ms. Ip in June 2012 and (iii) the disposal of
1,000,000 shares by Ms. Ip in March 2015.

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 were notified that such shares are
deemed interest of FMR LLC.

Save as disclosed above, as at 31 December 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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Purchase, Sale or Redemption of the
Company’s Listed Securities

During the year ended 31 December 2018, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities.

Major Suppliers and Customers

During the year ended 31 December 2018, the aggregate sales
attributable to the Group's five largest customers accounted for
less than 30% of the Group’s total turnover.

The aggregate purchases attributable to the Group’s five largest
suppliers accounted for less than 30% of the Group’s total
purchases.

As at 31 December 2018, none of the Directors, their associates
or any Shareholders (which to the best knowledge of the
Directors own more than 5% of the Company’s share capital)
had any interest in the Group's five largest suppliers.

Corporate Governance

Report on the Company’s corporate governance is set out in
“Corporate Governance Report” on pages 60 to 84 of this
annual report.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of the Directors,
throughout the year ended 31 December 2018 and at the date
of this report, there is sufficient public float of not less than
25% of the Company’s total issued shares capital as required
under the Listing Rules.

Equity-linked Agreements

Other than the New Share Option Scheme and the Old Share
Option Scheme as disclosed above, no equity-linked agreements
that will or may result in the Company issuing shares or that
require the Company to enter into any agreements that will or
may result in the Company issuing shares were entered into by
the Company during the year or subsisted at the end of the year.
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Donations

During the year ended 31 December 2018, the Group made
charitable and other donations amounting to HK$1,127,000.

Permitted Indemnity Provision

The Articles of Association of the Company provides that each
Director, auditor or other officer of the Company shall be
entitled to be indemnified out of the assets of the Company
against all losses or liabilities incurred or sustained by him as a
Director, Auditor or other officer of the Company in defending
any proceedings, whether civil or criminal, in which judgment is
given in his favour, or in which he is acquitted.

The Company has arranged for appropriate insurance to cover
Director’'s and officer’'s liabilities in respect of legal actions
against its Directors and officers arising out of corporate
activities.

Such permitted indemnity provisions have been in force
throughout the year under review and is currently in force at the
time of the approval of this report.

Connected Transactions and Directors’
Interests in Contracts

The related party transactions entered into by the Group during
the year ended 31 December 2018 are disclosed in note 40 to
the consolidated financial statements. Each of the following
related party transaction constitutes de minimis transaction
under Chapter 14A of the Listing Rules and is exempt from the
connected transaction requirements under rule 14A.76(1).

(a) During the year ended 31 December 2018, the Group paid
rent of HK$960,000 (2017: HK$960,000) and HK$350,000
(2017: HK$600,000) to Goldex Investments Limited and
Galsheer Investments Limited respectively in which Mr. Ip
Chi Shing (the controlling shareholder of the Company and
a Director) and Mr. Yip Tsz Hin (a Director) have beneficial
interests respectively.
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Connected Transactions and Directors’
Interests in Contracts (continued)

(b)  During the year, the Group received rent and license fee of
HK$501,000 (2017: HK$400,000) and service fee income
of HK$53,000 (2017: HK$41,000) from Ip Chi Shing
Charitable Foundation Limited in which Mr. Ip Chi Shing,
the controlling shareholder of the Company and a Director,
has controlling interest.

(c) The key management personnel are the Directors and the
management executives of the Company. The details of
the remuneration paid to them are set out in note 6 to the
consolidated financial statements.

Other than disclosed above, no contracts of significance to
which the Company or any of its subsidiaries was a party and
in which a Director, an entity connected with a director, and
a controlling shareholder of the Company or its subsidiary
companies had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

Discloseable Transaction
Acquisition of assets and business

On 2 January 2018, Yip's Camel (Hong Kong) Limited (formerly
known as “Yip's Coatings (Hong Kong) Limited”) and 18 & % #}
(= PB5) AR A7 (Hang Cheung Coatings (Hui Yang) Limited#)
(collectively the “Purchasers”), both wholly-owned subsidiaries
of the Company, entered into an agreement for sale of assets
(“Agreement”) with DGL Camel International Limited, DGL
Camel (Hong Kong) Limited, EREAREZR(EX)AR A
7] (DGL Camel Coatings (Dongguan) Limited#), % 5% B 5§ 5t 2
M (LE8)AR AR (DGL Camel Coatings (Shanghai) Limited#)
(collectively the “Vendors”), as well as DuluxGroup (Investments)
Pty Limited and The National Lacquer and Paint Products
Company Limited, being the Vendors’' guarantors. Under the
Agreement, the Purchasers agreed to purchase and the Vendors
agreed to sell the Assets and the Business (as defined in the
published announcement dated 2 January 2018). The said
acquisition of Assets and Business was completed on 1 February
2018.

After the acquisition of Assets and Business, the whole-year
performance and development of Yip’s Camel (Hong Kong)
Limited was in line with the Group’s expectation.
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Discloseable Transaction (continueq)
Disposal of entire equity interests

On 18 January 2019, Bauhinia Paints Manufacturing Limited
("BPM™) entered into a share purchase agreement (“S/P
Agreement”) with LB EBEFEHMEXEABR AT ("LEE
E"), aswellas EBEBREREELEER AR and L/EERE
T %2 RE AR A A, being guarantors of & & E. Under
the S/P Agreement, £ 8 & [& agreed to purchase and BPM
agreed to sell the entire equity interest in EHEZR(LF)
A R A 7], which was the owner of a premise situated at &
FETmSHEEEBELF QAK65115E (6511, Beiging Highway,
Chonggu Town, Qingpu Area, Shanghai, People’s Republic of
China") at a consideration of RMB269,946,938.64 (equivalent to
approximately HK$307,335,000). The details of the transaction
were disclosed in the announcement published on the Stock
Exchange’s website on 18 January 2019.

# For identification purposes only

Contracts Concerning Management
and Administration

Save for employment contracts with Directors and full time
employees of the Company, no contracts concerning the
management and administration of the whole or any principal
business of the Company were entered into or subsisted during
the year.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles of Association or the Companies Law of the Cayman
Islands, which would oblige the Company to offer new shares on
a pro-rata basis to the existing Shareholders.

Auditor

The consolidated financial statements for the year ended
31 December 2018 have been audited by the Company’s
auditor, Messrs. Deloitte Touche Tohmatsu, who shall retire
and, being eligible, will offer themselves for re-appointment
at the forthcoming AGM. A resolution will be submitted to
the forthcoming AGM to re-appoint Messrs. Deloitte Touche
Tohmatsu as the auditor of the Company.

On behalf of the Board
Ip Chi Shing
Chairman

Hong Kong, 20 March 2019
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Statement of Compliance

The Company is committed to maintaining high standards of
corporate governance so as to achieve the Group’s objectives
of maximizing values for its employees, customers, suppliers,
business partners and Shareholders, and safeguarding their
interests. The Company has complied with all code provisions of
the “Corporate Governance Code and Corporate Governance
Report” (the “CG Code”) contained in Appendix 14 to the
Listing Rules throughout the year ended 31 December 2018
except that the Company does not have a nomination committee
on the ground as stated under the section headed “Composition
of the Board” (CG Code provisions A.5.1 to A.5.4).

Model Code for Securities Transactions
by Directors

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 Directors’ securities transactions. 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 year ended 31 December 2018.
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The Board

The Board’s principal duties are setting policies, monitoring
the execution of such policies, and providing supervision and
assistance to the overall management of the Group.

Composition of the Board

As of the date of this annual report, the Board is chaired by
Mr. Ip Chi Shing and comprised a total of eight Directors,
namely, three Executive Directors, two Non-executive Directors
and three Independent Non-executive Directors. The number of
Independent Non-executive Directors represents more than one-
third of the Board which fulfill the requirement under Rule 3.10A
of the Listing Rules. Each of the Non-executive Directors and
Independent Non-executive Directors is appointed for a specific
term until the closing of the relevant annual general meeting
at which he is eligible for re-election by the Shareholders. The
list of Directors with their roles and functions is available on the
websites of the Company and the Stock Exchange.

With effect from 1 January 2018, Mr. Kwong Kwok Chiu
resigned as an Executive Director of the Company and remains as
the General Manager of the Inks Group.

The term of directorship of Mr. Tong Wui Tung as a Non-
executive Director of the Company lasted until the conclusion
of the 2018 AGM held on 5 June 2018 and Mr. Ho Pak Chuen,
Patrick was appointed as an Independent Non-Executive Director
of the Company on the even day.

With effect from 1 January 2019, Mr. Ng Siu Ping retired and
resigned as an Independent Non-executive Director of the
Company, while Mr. Yip Tsz Hin and Mr. Wong Yuk were re-
designed as the Chief Executive Officer of the Group and a Non-
executive Director of the Company respectively. Mr. Wong Yuk
resigned as a Co-Chief Executive Officer as well. Mr. Ip Kwan
was appointed as the Deputy Chief Executive Officer of the
Group and an Executive Director of the Company.
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The Board (Continued)

Biographic details of the Directors are set out in the section of
Directors’ and Management Executives’ Profiles on pages 38 to
41. Mr. Ip Chi Shing, the Chairman, is the brother of Mr. Yip Tsz
Hin who is a Chief Executive Officer of the Group, an Executive
Director of the Company and a member of the Senior Leadership
Team (the “SLT"), and the father of Mr. Ip Kwan, who is the
Deputy Chief Executive Officer of the Group, an Executive
Director of the Company and a member of the SLT. Save as
disclosed above, the Directors are not otherwise related to each
other.

The Company has received annual confirmations from all
three Independent Non-executive Directors in respect of their
independence as set out in Rule 3.13 of the Listing Rules and
still considers the Independent Non-executive Directors to be
independent. One of the Independent Non-executive Director
possess the appropriate professional accounting qualifications
and related financial management experience.

The Board regularly reviews its composition and membership to
ensure that it has a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the Group's
business to discharge its responsibilities effectively. Currently,
the Board is responsible for the nomination and appointment
of new Directors. 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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The Board (Continued)

The Board adopted three policies including Board Diversity
Policy, Nomination Policy and Dividend Policy.

(i)  The Board Diversity Policy which sets out the approach
to achieve diversity on the Board and is summarized as
follows:

. the selection of candidates of the Board will be
based on a range of diversity perspectives, including
but not limited to gender, age, cultural and
educational background, professional experience,
skills, knowledge and length of service. The ultimate
decision will be based on merit and contribution that
the selected candidates will bring to the Board

. The Board will report on the Board’'s composition
under diversified perspectives and monitor the
implementation of the Board Diversity Policy

The Board will review the Board Diversity Policy at
appropriate times so as to ensure its effectiveness.

(i)  The Nomination Policy which sets out the criteria and
procedures for the selection, appointment/re-appointment
of directors of the Company and is summarized as follows:

o the selection of candidates or re-appointment of any
existing member(s) of the Board will be based on the
following criteria:

(a) reputation for integrity

(b) accomplishment and experience in the chemical
or petrochemical industry, in particular, in the
solvents, coatings, inks, lubricants and other
related markets

(c) commitment in respect of available time and
relevant interest

(d) diversity perspectives as mentioned in the
Board Diversity Policy
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The Board (Continued)

(e)

()

(9)

(h)

independence for the independent non-
executive directors as defined in Listing Rules

any other relevant factors as may be
determined by the Board from time to time

balanced representation of different
management domain of executive directors

balanced representation on the Board by
executive directors, non-executive directors and
independent non-executive directors

o The nomination and selection procedures are:

(a)

(b)

(@]

(d)

The Board shall conduct, at least once every
five years, a review of the size, composition
and structure of the Board and consider the
Board succession plan.

Proposed candidate(s) will be asked to submit
the necessary personal information in order
for the Board to assess the suitability of the
candidate(s) based on the above listed criteria.

When any existing member(s) of the Board is
subject to re-election according to the articles
of association of the Company, the Board shall
apply the above listed criteria to the proposed
candidate(s) on his/her/their re-appointment.

The Board shall ensure the procedures of
nomination, selection and appointment/re-
appointment to comply with the articles of
association of the Company, the law of the
Cayman Islands and the Listing Rules from time
to time.

The Board will review the Nomination Policy at once every
eight years or at appropriate times so as to ensure its
effectiveness.
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The Board (Continued)

(iii)

The Dividend Policy was adopted in 2008 and amended in
2017 as well as the Board considers if the dividends should
be paid to Shareholders in according to the dividend
policy. The Dividend Policy is summarized as follows:

The Group’s profitability and dividend payout
ratio: In general, the Group's dividend payout
ratio is between 40% and 60% (except in special
circumstances).

Operating environment: If the Group believes that
uncertain operating environment factors adversely
affect the Group's future profitability, the Group may
adjust the dividend payout ratio to retain cash flows.

The Group's cash flows and capital and operation
expenditures: In all circumstances, the Group must
maintain sufficient cash flows to meet the daily
operation expenditures of both China and Hong
Kong.

In addition to cash, dividends may also be distributed
in company stocks, warrants or other similar forms.

In general, the interim dividend should be
approximately 30% to 40% of the projected full-year
projected dividend.

In special circumstances, the Group may consider
issuing a special dividend.

The Board will review the Dividend Policy at once every
six years or at appropriate times so as to ensure its
effectiveness.

During the year ended 31 December 2018, the Board reviewed

the checklist of resolutions that should be approved by the

Shareholders.

Directors and officers liability and company reimbursement

insurance coverage has also been arranged by the Company.



&R E GOVERNANCE REPORT |

BEES

EESEE
EBE-—ET—N\F+-A=+—AI
FE O EEERBTRAREESER
g% T REMEEE RIENTE
ERE SEERNEMEE I HEAR
HHWT :

TEERBRE
Corporate Governance Report

The Board (Continued)

Operation of the Board

During the year ended 31 December 2018, five regular Board
meetings, eleven other Board meetings and a Non-executive
Directors meeting were held. The attendance of each Director at

these meetings is shown in the table below:

ExZgER EsgHM
BERLER eBbEE
Regular Board Other Board
Meetings Meetings
HITES Executive Directors Attendance Attendance
BEfeisE Mr. Yip Tsz Hin 4/5 11/11
T B % £ Mr. Wong Yuk! 5/5 7/11
ATt = % £ Mr. Ho Sai Hou 5/5 11/11
ESEER FHTES E=gHM
CE S ERLHEE eBHEE

Non-executive
Regular Board Directors Other Board
Meetings Meetings Meetings
FHITES Non-executive Directors Attendance Attendance Attendance
BEEKLAE(EFE) Mr. lp Chi Shing (Chairman) 5/5 11 1/11
55 T R 5T A2 Mr. Tong Wui Tung? 3/5 0/1 0/11
EZEER FHTES EsgHM
EREER ERLHER EE S

Non-executive
Regular Board Directors Other Board
Independent Non-executive Meetings Meetings Meetings
BIAKBITES Directors Attendance Attendance Attendance
BEESLELE Mr. Wong Kong Chi 5/5 11 1/11
HEA kA Mr. Ku Yuen Fun 5/5 11 1711
RAT k&3 Mr. Ng Siu Ping? 5/5 11 1711
EEP A Mr. Ho Pak Chuen, Patrick4 2/5 11 0/11

U FREER-_F-NF-—A-BEHE !

EFEHITES -

g BEREEZEREIHE_Z—N\F
NADBBRTZ-_Z-N\FERRE
FREHRL -

g RBFEER-_ZE-NAF-A—RAE
EARRBEBIIFRITES -

. AENEER-_Z-N\FXARLBRE
BEZEBIFATES -

Mr. Wong Yuk was re-designated as Non-executive Director with
effect from 1 January 2019.

The term of directorship of Mr. Tong Wui Tung lasted until the
conclusion of the 2018 AGM held on 5 June 2018.
Mr. Ng Siu Ping retired and resigned as an Independent Non-
executive Director with effect from 1 January 2019.
Mr. Ho Pak Chuen, Patrick was appointed as Independent Non-

executive Director on 5 June 2018.
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The Board (Continued)

Operation of the Board (Continued)

During the year ended 31 December 2018, five regular Board
meetings were held which involved the active participation in
person by all the attending Directors. Besides these regular
Board meetings, 11 other Board meetings were convened during
2018 to approve routine business or discuss any matters that
required the Board's timely attention. The Chairman of the Board
held a meeting with all Non-executive Directors and Independent
Non-executive Directors without the presence of Executive
Directors.

During the year ended 31 December 2018, the role of the
company secretary of the Company (“Company Secretary”)
included, amongst others, ensuring that the Directors have
access to all necessary information and that all Board procedures
were followed. The Company Secretary was also responsible for
offering opportunities of continuing professional development
to all Directors to develop and refresh their knowledge and
skills to help ensure that their contribution to the Board remains
informed and relevant. Directors were also provided with
monthly updates on the Company’s performance, financial
position and prospects to enable the Board as a whole and
each Director to discharge their duties. The Company Secretary,
Mr. Ho Sai Hou, is a full time employee of the Company.
Mr. Ho confirmed that he fulfilled the requirement of taking no
less than 15 hours of relevant professional training during the
year under review.

Directors’ Training and Professional Development

During the year ended 31 December 2018, Mr. Ho Pak Chuen,
Patrick, a newly appointed Independent Non-executive Director,
is offered comprehensive, formal and tailored induction upon his
appointment.

The Company, from time to time, provides in-house trainings for
the Directors in the form of seminars, workshops and reading
materials on the latest development of applicable laws, rules
and regulations, management, financial and business issues to
develop and refresh their knowledge and skills.
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The Board (Continued)

Directors’ Training and Professional
Development(Continued)

In addition, all Directors are encouraged to participate in various
professional development seminars and courses. A summary
of training received by Directors during the year ended 31
December 2018 according to the records provided by the
Directors is as follows:

BEEREEZEREHNE T —N\F
NARBBTZ-_Z-N\FERFRE
FAGHERL -

ITREER-_F-NAF-A—REHE
EFERITES -

REFEENR_ZE-NF-—A—RAR
ERRBEBIFERITES -

WEINEER-_F-N\FXARBE
BLZEBIFRTES -

3% 3 5 Al
Type of Trainings
BERHR
g2K R
g
Seminars B EM B R
and/or ey
AFMEFI  conferences Reading
In-house and/of and on-line
Directors training forums studying
BEERTEER) Mr. Ip Chi Shing (Chairman) v/
& R 5T A Mr. Tong Wui Tung’ v/ v/
EFfeisE Mr. Yip Tsz Hin v/
F B % A2 Mr. Wong Yuk? v/
it = 56 4 Mr. Ho Sai Hou v v v/
BEELE Mr. Wong Kong Chi v/
HERFLEAE Mr. Ku Yuen Fun v/
REBF LA Mr. Ng Siu Ping? v/
EENIFAx Mr. Ho Pak Chuen, Patrick? v v

1 The term of directorship of Mr. Tong Wui Tung lasted until the
conclusion of the 2018 AGM held on 5 June 2018.

2 Mr. Wong Yuk was re-designated as Non-executive Director with
effect from 1 January 2019.

3 Mr. Ng Siu Ping retired and resigned as an Independent Non-
executive Director with effect from 1 January 2019.

4 Mr. Ho Pak Chuen, Patrick was appointed as Independent Non-
executive Director with effect from 5 June 2018.
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The Board (Continued)

Delegation by the Board

The Board, as the highest governing body, is collectively
responsible for leading, planning and controlling the businesses
of the Group, and also for performing the corporate governance
duties and functions as more specifically set out in the list
of matters reserved for the Board. During the year ended 31
December 2018, the position of the Chairman of the Board was
held by Mr. Ip Chi Shing, and the positions of Co-Chief Executive
Officers were held by Mr. Yip Tsz Hin and Mr. Wong Yuk. With
effect from 1 January 2018, Mr. Kwong Kwok Chiu resigned as
an Executive Director of the Company. The term of directorship
of Mr. Tong Wui Tung as a Non-executive Director of the
Company lasted until the conclusion of the 2018 AGM held on
5 June 2018 and Mr. Ho Pak Chuen, Patrick was appointed as
an Independent Non-Executive Director of the Company on the
even day. With effect from 1 January 2019, Mr. Wong Yuk was
re-designated as a Non-executive Director of the Company and
resigned as a Co-Chief Executive Officer, Mr. Yip Tsz Hin was re-
designated as the Chief Executive Officer of the Group as well
as Mr. Ip Kwan was appointed as the Deputy Chief Executive
Officer of the Group and an Executive Director of the Company.
With effect from 1 January 2019, Mr. Ng Siu Ping retired and
resigned as an Independent Non-executive Director of the
Company.

As disclosed in the section below, the Company established
the SLT. During the year ended 31 December 2018, Mr. Yip
Tsz Hin and Mr. Wong Yuk oversaw the work of SLT and other
senior management of the Group. With effect from 1 January
2019, Mr. Yip Tsz Hin and Mr. lIp Kwan take the aforesaid
responsibility. The above structure is to ensure a clear distinction
between Chairman’s duty to manage the Board and the
management’s duty to oversee the overall internal operation of
the Group.

The Board has delegated to the SLT with broad management
responsibilities including, but not limited to, formulating
and implementing policies and business strategies, as well as
supervising the performance of the Group’s different business
segments. The SLT currently comprises a total of four members,
three of them are Executive Directors of the Company, namely,
Mr. Yip Tsz Hin, Mr. Ip Kwan and Mr. Ho Sai Hou. Three
members of the SLT resigned from the SLT with effect from 1
January 2018, namely Mr. Kwong Kwok Chiu, Mr. Fung Ping
Kwong and Ms. Yau Ching Man. Another member of the SLT,
Mr. Wong Yuk, resigned from the SLT with effect from 1 January
2019.
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The Board (Continued)

Delegation by the Board (Continued)

A formal schedule of matters reserved for the Board is
maintained and is subject to regular review. The more important
matters include:

setting long term objectives and strategies

approving preliminary results announcements

approving annual budgets

approving major capital expenditure, acquisitions and
disposals

establishing risk management policies

approving notifiable transactions and connected transactions
declaring and recommending the payment of dividends
appointing new Directors

establishing Board committees

reviewing and monitoring of internal control and risk
management

reviewing and monitoring the policies and practices on
compliance with legal and regulatory requirement and
practices on corporate governance and compliance with

CG Code

approving major policies and guidelines
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The Board (Continued)

Senior Leadership Team

The SLT members during the year and as at the date of this
report were:

Mr. Yip Tsz Hin
Mr. Ip Kwan
Mr. Wong Yuk

(resigned from the duty with effect from 1 January 2019)
Mr. Ho Sai Hou
Mr. Kwong Kwok Chiu

(resigned from the duty with effect from 1 January 2018)
Mr. Fung Ping Kwong

(resigned from the duty with effect from 1 January 2018)
Ms. Yau Ching Man

(resigned from the duty with effect from 1 January 2018)
Ms. Tse Yik Chu

Duties and responsibilities of SLT

o assist the Board in setting policies and strategies

o execute the policies and strategic plans set by the Board

o supervise the businesses of the subsidiaries

. assist and co-ordinate the operations of subsidiaries, and

maximize the benefits for the Group

Currently, there are three committees, namely the Remuneration
Committee, the Audit Committee and the Health, Safety
and Environment Committee. All the Board committees are
empowered by the Board under their own terms of reference.
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The Remuneration Committee and
Remuneration of Directors and Senior
Management

The Remuneration Committee was formed in June 2005.
During the year ended 31 December 2018, the Remuneration
Committee consisted of four Independent Non-executive
Directors. Mr. Ng Siu Ping was the chairman of the
Remuneration Committee. With effect from 5 June 2018,
Mr. Tong Wui Tung resigned as a member of the Remuneration
Committee and Mr. Ho Pak Chuen, Patrick was appointed as
a member of the Remuneration Committee. With effect from
1 January 2019, Mr. Ng Siu Ping resigned as the Chairman of
the Remuneration Committee and Mr. Ho Pak Chuen, Patrick
was appointed as the Chairman of the Remuneration Committee
while Mr. Wong Yuk was appointed as a member of the
Remuneration Committee. Major roles and functions of the
Remuneration Committee include:

o establishing a formal and transparent procedure for
developing the Group’s remuneration policy

o making recommendation to the Board on the Group’s
policy and structure for the remuneration of Directors and
senior management

o determining the remuneration packages of all individual
Executive Directors and senior management

o making recommendations to the Board on the
remuneration of Non-executive Directors

The Board amended the terms of reference of the Remuneration
Committee on 18 December 2018 and the amended version is
available on the Company’s website and the Stock Exchange’s
website and from the Company Secretary upon request.
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The Remuneration Committee and
Remuneration of Directors and Senior
Management (continued)

During the year ended 31 December 2018, the Remuneration

B FMEESRTTHREXEE - Committee held four meetings and the attendance of each
%EX ERNEHEeEZHBIREET M member at these meeting is shown in the table below:
T

HEE
24-1 Members Attendance
RABTFAE Mr. Ng Siu Ping' 4/4
O R 5T A2 Mr. Tong Wui Tung? 1/4
BEEELAE Mr. Wong Kong Chi 4/4
HERFEAE Mr. Ku Yuen Fun 4/4
EEMIEA=E Mr. Ho Pak Chuen, Patrick3 3/4
! R ?%EEA:; jLE—)E]—E|§¥ Mr. Ng Siu Ping resigned as the Chairman of the Remuneration

T?c#ﬁ@ﬂéﬂ = Committee on 1 January 2019.

2 BEEREER-_ZE-NFXALBEH
EHFMEEEKRE -

? WMEINEER-_E-N\FXALBE
ZEFMZEEXNE  AR_FT—N
F-A-—BREZEFMEESIE -

E/\g %@u&t %ﬁ@ﬂé,\a :

e EHMHTEERSREEABC
F-NFNAFEE

e RBRUYFT-N\FRAEBEABRR
B RORB LR - NF
=R k-3 DS

s HWmEHMHMBIENMREAS
LERHARAREZRARZE N
MERERE

%%M@a%lmﬁ$ﬁﬁ&ﬁwg
RAEBMHNKRESIHRE - EHEZ
E-N\Ft+-_A=+—BIEEEXR
FRARBEEZROATEENESA
RN E M SIS e o

EREIEBEERAA —T— \FEFH

Mr. Tong Wui Tung resigned as a member of the Remuneration
Committee on 5 June 2018.

Mr. Ho Pak Chuen, Patrick was appointed as a member of the
Remuneration Committee on 5 June 2018 and was appointed as
the Chairman of the Remuneration Committee on 1 January 2019.

In these meetings, the Remuneration Committee:

reviewed and approved the salary adjustment for Executive
Directors and senior management for the year 2019

reviewed the effectiveness of the reward scheme for senior
management for the year 2018 and discuss the reward
scheme for the year 2019

discussed the long-term incentive scheme in order to retain
talents, in particular, the management who have impacts
on the long-term development of the Group

Directors’ emoluments consisted of payments to Directors in
connection with the management of the affairs of the Company
and its subsidiaries. The fees paid to each Director and senior
management for the year ended 31 December 2018 are set out
in Note 6 to the consolidated financial statements.
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The Audit Committee

The Audit Committee was formed in November 1998. During the
year ended 31 December 2018, the Audit Committee comprised
four Independent Non-executive Directors and was chaired by
Mr. Wong Kong Chi. With effect from 5 June 2018, Mr. Tong
Wui Tung resigned as a member of the Audit Committee and
Mr. Ho Pak Chuen, Patrick was appointed as a member of the
Audit Committee. With effect from 1 January 2019, Mr. Ng Siu
Ping resigned as a member of the Audit Committee and Mr.
Wong Yuk was appointed as a member of the Audit Committee.
Major duties of the Audit Committee include:

o reviewing financial information of the Group

o overseeing the Group’s financial reporting system, risk
management and internal control procedures

o monitoring the relationship between the Group and its
external auditor

The terms of reference of the Audit Committee is available on
the Company’s website and the Stock Exchange’s website and
from the Company Secretary upon request.

The Audit Committee held five meetings during the year ended
31 December 2018 and the attendance of each member at these
meetings is shown in the table below:

HE =
KE Members Attendance
RAFEE Mr. Ng Siu Ping’ 5/5
BEELLE Mr. Wong Kong Chi 5/5
HRZEE Mr. Ku Yuen Fun 5/5
5 JJE R 5T A2 Mr. Tong Wui Tung? 2/5
fal & I % A3 Mr. Ho Pak Chuen, Patrick? 2/5

! REFEER_ZE-NF-A—RAE
TERZEEKE -

g BEEREER-_ZE-—NFXALBE
TEREZEEKE -

3 WMBENEER-_E-N\FXALBAE
ZEERZBRBENKE -

1 Mr. Ng Siu Ping resigned as a member of the Audit Committee on
1 January 2019.

2 Mr. Tong Wui Tung resigned as a member of the Audit Committee
on 5 June 2018.

3 Mr. Ho Pak Chuen, Patrick was appointed as a member of the
Audit Committee on 5 June 2018.
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The Audit Committee (continved)

In these meetings, the Audit Committee:

o reviewed the 2017 annual and 2018 interim results before
submitting the same to the Board for approval and in
doing so, the committee focused on material deviations of
the Group’s performance from past year’s results, major
areas of judgment, selection and application of accounting
policies and compliance with legal and regulatory
requirements

o received reports from the internal audit department,
discussed material findings with the head of internal audit,
reviewed the adequacy of resources of the internal audit
department and effectiveness of the internal audit function
and approved the internal audit plan

o reviewed the effectiveness of the Group's risk management
and internal control systems in accordance with established
guidelines and procedures

o discussed the audit plan with the Group’s external auditor
and assessed its independence with reference to its policies
for maintaining independence and reviewed the extent of
non-audit services provided

o considered the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Group’s accounting, internal audit and financial reporting
function

o approved the audit fees paid to the Group’s external
auditor

An Audit Committee meeting was held on 14 March 2019 to
review the Group’s audited consolidated financial statements for
the year ended 31 December 2018.
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Health, Safety and Environment
Committee

The Health, Safety and Environment (“HSE”) Committee was
established in January 2012 in order to enhance the importance
of the health, safety and environmental protection works to
the Group. During the year ended 31 December 2018, the HSE
Committee comprised four Independent Non-executive Directors
members and was chaired by Mr. Ku Yuen Fun. With effect
from 5 June 2018, Mr. Ho Pak Chuen, Patrick was appointed as
a member of the HSE Committee. With effect from 1 January
2019, Mr. Ng Siu Ping resigned as a member of the HSE
Committee and Mr. Wong Yuk was appointed as a member of
the HSE Committee. Major duties of the HSE Committee include:

o the adoption and renewal of the Group’s health, safety
and environment policies

o determining the Group's appetite for health, safety and
environment risk

o managing the Group’s monitoring environment for health,
safety and environment matters, including organization
structure, reward and punishment systems, resource
inputs, operation culture, etc.

The terms of reference of the HSE Committee is available on
the Company’s website and from the Company Secretary upon

request.
TEeRNBE_ET—-N\E+-_A=1+— During the year ended 31 December 2018, the HSE Committee
HIEFERITTORE:E  SKERE held four meetings and the attendance of each member at these
ez BB REEDT : meetings is shown in the table below:

HE =R
j24-1 Members Attendance
HEREZEE Mr. Ku Yuen Fun 4/4
HEEELE Mr. Wong Kong Chi 4/4
REBFEAE Mr. Ng Siu Ping' 4/4
] & Il 5 A2 Mr. Ho Pak Chuen, Patrick? 2/4
1 RBEEER_E—NFE—A—HE L Mr. Ng Siu Ping resigned as a member of the HSE Committee on 1

ELEEKE - January 2019.
2 ABENEER-_E—N\NEARLAE 2 Mr. Ho Pak Chuen, Patrick was appointed as a member of the HSE

REREERE -

Committee on 5 June 2018.
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Health, Safety and Environment
Committee (continved)

In these meetings, the HSE Committee:

o reviewed the Group’s HSE performance in 2017 and
overview the Group’s 2018 HSE plan

o planned the schedule of setting up the Group’s HSE
Management System

o reported the progress of HSE projects of operation sites

o reviewed the organisation of HSE functions in operation
sites

Accountability and Audit
Directors’ and Auditor’s responsibilities

The Directors acknowledge their responsibilities for preparing
the financial statements of the Group and their announcements
to shareholders and commit to the presentation of a
balanced, clear and comprehensive assessment of the Group's
performance, position and prospects. The Board is not aware of
any material uncertainties that may cast significant doubt upon
the Group’s ability to continue as a going concern.

The Auditor’s reporting responsibilities are stated in the
Independent Auditor’s Report on pages 85 to 91.

Risk Management and Internal Control

The Directors acknowledge their responsibility for the risk
management and internal control systems of the Group. The
systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only
provide reasonable but not absolute assurance against material
misstatement or loss.
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Risk Management and Internal Control

(Continued)

Furthermore, the Board oversees the Group's risk management
and internal control systems on an ongoing basis through the
following structures and processes:

o Various Board sub-committees are set up with clear
terms of reference to monitor risks and controls of key
business activities. These Board sub-committees engage
directly with senior management of the Group regularly
and report to the Board on material findings and make
recommendations to improve the effectiveness of the
Group's risk management and internal control systems.

o Whilst the Board delegates wide powers to the
management to conduct business activities, it also
promulgates Group Polices (GPs) and establishes Group
Authorization Limits (GAs) to ensure that such activities are
conducted prudently and that proper balance is maintained
between risks and rewards. Under these GPs and GAs,
management is required to report to the Board regularly
on major operational risks and to seek Board’s specific
approval on material transactions.

Annually, the Board:
o Receives annual reports from each of its sub-committees

which summarize the businesses covered during the past
year and major work focus for the following year.

o Conducts an annual review of the effectiveness of the
Group’s risk management and internal control systems
regarding:

° significant risks and their changes;

. financial reporting procedures;

. Listing Rule compliance;

° significant control failings and weaknesses; and

o adequacy of resources, staff qualifications and

experience, training and budget of the Group’s
financial and internal audit functions.
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Risk Management and Internal Control

(Continued)

The Board considers the risk management and internal control
systems are effective and adequate.

The Board adopted “the Group Information Policy and
Guidelines for Handling Inside Information” in 2013 and revised
the aforesaid policy and guidelines on 1 December 2016.
The Group formed a team to manage and control the inside
information (the “IS Team”). The IS Team members include any
Board members, the Chief Financial Officer, a representative
from the Company Secretarial Department and any authorised
persons. The IS Team members review and monitor the Group’s
activities to identity if there is any inside information and if so to
make accurate and adequate disclosure timely.

The Company has an internal audit function. The internal audit
department was set up in 1997 to monitor independently the
implementation of the internal control procedures, compliance
with group policies and to make recommendations on the
effectiveness of the internal control systems. The head of
internal audit reports jointly to Mr. Ho Sai Hou (the Chief
Financial Officer of the Group, an Executive Director and the
Company Secretary of the Company and a member of SLT) and
to the Audit Committee.

Auditor’'s Remuneration

For the year ended 31 December 2018, the fee paid/payable to
the Group’s external auditor, Messrs. Deloitte Touche Tohmatsu,
is set out as follows:

/<

Frig it = Bk 7% Services rendered Fee paid/payable

FHET

HK$'000

ENZIRTE Audit services 3,100
EEZRB Non-audit services

EHPERE Interim review 800

E b Others 390

BRER
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Shareholders’ Rights

The Company has only one class of shares. All shares have the
same voting rights and are entitled to all dividends declared. The
rights of the Shareholders are set out in, amongst others, the
restated articles of association of the Company (the “Restated
Articles”) and the Companies Law of the Cayman Islands.
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Rights and Procedures for
Shareholders to convene a General
Meeting

Pursuant to Article 68 of the Restated Articles, a general meeting
shall be convened on the written requisition of any two or more
Shareholders deposited at the principal place of business of the
Company in Hong Kong or, in the event the Company ceases
to have such a principal office, the registered office specifying
the objects of the meeting and signed by the requisitionists,
provided that such requisitionists held as at the date of deposit
of the requisition not less than one-tenth of the paid-up capital
of the Company which carries the rights of voting at the general
meeting.

A general meeting may also be convened on the written
requisition of any one Shareholder which is a recognized
clearing house (or its nominee) deposited at the principal place
of business of the Company in Hong Kong or, in the event the
Company ceases to have such a principal office, the registered
office specifying the objects of the meeting and signed by the
requisitionist, provided that such requisitionist held as at the
date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company which carries the right of voting
at the general meeting of the Company.

If the Board does not within 21 days from the date of deposit
of the requisition proceed duly to convene the meeting to be
held within a further 28 days, the requisitionist(s) themselves or
any of them representing more than one-half of the total voting
rights of all of them, may convene the general meeting in the
same manner, as nearly as possible, as that in which meetings
may be convened by the Board provided that any meeting so
convened shall not be held after the expiration of three months
from the date of deposit of the requisition, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall be reimbursed to them by the Company.
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Rights and Procedures for
Shareholders to convene a General
Meeting (Continued)

Pursuant to Article 116 of the restated Articles, no person other
than a retiring Director shall, unless recommended by the Board,
be eligible for election to the officer of Director at any general
meeting unless, during the period, which shall be at least 7 days,
commencing no earlier than the day after the dispatch of the
notice of the meeting appointed for such election and ending
no later than 7 days prior to the date of such meeting, there
has been given to the Company Secretary notice in writing by a
member of the Company (not being the person to be proposed),
entitled to attend and vote at the meeting for which such notice
is given, of his intention to propose such person for election and
also notice in writing signed by the person to be proposed of his
willingness to be elected.

Putting Forward Proposals at
Shareholders’ Meeting

The requisition must state the purposes of the meeting, and
must be signed by the requisitionists and deposited at the
head office and Hong Kong principal place of business of the
Company, and may consist of several documents in like form
each signed by one or more requisitionists.

Right to put enquiries to the Board

Shareholders may send their written enquiries to the
Company by post to the head office and Hong Kong principal
place of business of the Company or via e-mail through
the Company’s website (please refer to “Contact Us” at
www.yipschemical.com).
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Shareholders’ Meetings

The Board strives to maintain an on-going dialogue with the
Shareholders and in particular, through annual general meeting
to communicate with Shareholders directly.

—E-NFREFREREN_Z—N The 2018 AGM was held on 5 June 2018. The attendance of
FRAERET BEEFRERERE each Director at this meeting is shown in the table below:
HEEAHIET

BERRAE

HE R

HITES Executive Directors AGM Attendance
EFfeHisE Mr. Yip Tsz Hin 11
B S A Mr. Wong Yuk! 1/1
AL E Mr. Ho Sai Hou 11

U ITREER-_F-NAF-A—REE
FRITES -

L Mr. Wong Yuk was re-designated as a Non-executive Director on 1
January 2019.

BAFERRA®

i E =

EBITES Non-executive Directors AGM Attendance

EEKTE Mr. Ip Chi Shing 1/1

5 JJE R 5T A2 Mr. Tong Wui Tung? 1/1
2 EEMEER _ZE—N\ENATLAH 2 Mr. Tong Wui Tung resigned as a Non-executive Director on 5 June

EHRTES - 2018.

BERRAE

HEE

BIYFHITES Independent Non-executive Directors AGM Attendance

mEELEE Mr. Wong Kong Chi 11

HESEE Mr. Ku Yuen Fun 11

RAT & &3 Mr. Ng Siu Ping3 11
3 REFEER_E—NEFE—A—BE g Mr. Ng Siu Ping resigned as an Independent Non-executive Director

EBIIIFNITES -

E_T - N\FF+_A=t+—HILF
B ARAMAEREEXH L EERE
B BVNEBSRANERRADEH
MARRE R R AL - XA AR
WEEZRRHEM -

on 1 January 2019.

During the year ended 31 December 2018, there is no change
in the Company’s constitutional documents. The latest version
of the Restated Articles of the Company is available on the
Company’s and the Stock Exchange’s website and from the
Company Secretary upon request.
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Investor Relations and Communication

with Shareholders

The Group strives to maintain a high level of corporate
governance in every facet of its business; to provide investors
and Shareholders with accurate, transparent and timely
information; and to seek good two-way communication with
stakeholders.

The Group fully understands the importance of maintaining
timely communication with investors and Shareholders. In
this regard, the Group’s Investor Relations and Corporate
Communications Department regularly holds meetings with
investors and Shareholders so as to build a good long-term
relationship through continuing dialogues. Immediately after
the announcement of interim and annual results every year,
the Group will hold an investor briefing or audio conference.
A webcast or recorded audio conference will also be hosted
subsequently so that investors and Shareholders from Hong
Kong, the Mainland or the overseas will be able to learn timely
of the Group’s operating performance and major development.
After the results announcements, the Group will also arrange
meetings or teleconferences with investors and Shareholders
where the management will answer their questions to ensure
that they have a thorough understanding of the results and
development. In the annual general meeting of Shareholders
every year, the Group is able to maintain good interactive
communication with Shareholders through direct and open
dialogues.

In 2018, the Investor Relations and Corporate Communications
Department arranged regular meetings or teleconferences
with Shareholders, institutional investors, fund managers and
analysts from Hong Kong, the Mainland and the overseas. In
case of need, it would also arrange visits of the Group’s plants
for investors and Shareholders so that they can understand the
production process of each of the businesses and gain a better
grasp of its operational situation.

In addition to meeting with institutional investors, the Group
also values its communication with retail investors. Therefore
media briefings and broker presentation were held in the year
to update the media the Group’s latest development and to
raise the Group’'s profile at the retail investor level. To ensure
the timely and fair announcement of important information
about the Group, the Group is extensively using its corporate
website for uploading interim and annual financial statements,
announcements, press releases and presentation materials.
Investors and Shareholders can thus quickly and easily browse
or download the information they need so that they can keep
abreast of the latest development of the Group. The Group
has also set up Yip's Chemical Facebook page and WeChat
subscription page for posting the Group’s latest information
regularly. The Group expects to enhance constructive and
engaging conversations with various stakeholders from Hong
Kong, the Mainland and the overseas through these social media
platforms.
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Independent Auditor’s Report
TO THE SHAREHOLDERS OF

/]
T
YIP'S CHEMICAL HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of
Yip's Chemical Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as “the Group”) set out on
pages 92 to 256, which comprise the consolidated statement of
financial position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2018, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on

these matters.

Key audit matter

How our audit address the key audit
matter

Impairment assessment of trade receivables

We identified impairment assessment

of trade receivables as a key audit
matter due to the significance of trade
receivables to the Group's consolidated
financial position and the involvement of
subjective judgement and management
estimates in evaluating the expected
credit losses (“ECL") of the Group's
trade receivables at the end of the
reporting period.

As at 31 December 2018, the Group's
net trade receivables amounting to
approximately HK$1,592,381,000, which
represented approximately 19.1% of
total assets of the Group and out of
these trade receivables of approximately
HK$341,759,000 were past due.

As disclosed in note 4 to the
consolidated financial statements, the
management of the Group estimates
the amount of lifetime ECL of trade
receivables based on provision matrix
through grouping of various debtors
that have similar loss patterns, after
considering repayment history and
past due status of respective trade
receivables. Estimated loss rates are
based on historical observed default
rates over the expected life of the
debtors and are adjusted for forward-
looking information. In addition, trade
receivables that are credit-impaired
are assessed for ECL individually. The
|oss allowance amount of the credit-
impaired trade receivables is measured
as the difference between the asset’s
carrying amount and the present value
of estimated future cash flows with the
consideration of expected future credit
osses.

As disclosed in note 35 to the
consolidated financial statements, the
Group recognised an additional amount
of HK$9,017,000 of impairment of trade
receivables for the year and the Group's
lifetime ECL on trade receivables as

at 31 December 2018 amounted to
approximately HK$65,162,000.

Our procedures in relation to impairment
assessment of trade receivables included:

o Understanding key controls on how
the management estimates the loss
allowance for trade receivables;

o Testing the integrity of information used
by management to develop the provision
matrix, including trade receivables aging
analysis as at 1 January 2018 and 31
December 2018, on a sample basis,
by comparing individual items in the
analysis with the relevant supporting
documents;

o Challenging management's basis and
judgement in determining credit loss
allowance on trade receivables as at
1 January 2018 and 31 December
2018, including their identification
of credit-impaired trade receivables,
the reasonableness of management's
grouping of the remaining trade debtors
into different categories in the provision
matrix, and the basis of estimated loss
rates applied in each category in the
provision matrix (with reference to
historical default rates and forward-
looking information);and

o Evaluating the disclosures regarding
the impairment assessment of
trade receivables in note 35 to the
consolidated financial statements.
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Key Audit Matters (Continued)

RITZER M How our audit addressed
BREREXSE EEBREREE Key audit matter the key audit matter
FERE Allowance for inventories
RITHBNFERE ANTHEERER We identified the allowance Our procedures in relation
BEBEEXEE BZEREE: for inventories as a key audit  to allowance for inventories
R E =17 & B DA matter as the allowance for included:
BIEERN RS H KR inventories is made based on
BEMRELBERT o TR HE&E management’s identification e Obtaining an understanding
E2E8 0 AR JTERERBER of aged or obsolete of the Group’s provision
SEKMEEZH FEREIEEY inventories and estimation policy on inventory and
O AKIEEL - 17 FERE T and judgement on management’s assessment
ERENEEE & estimating selling prices of on the allowance for
KEEEFEZ MG finished goods subsequent inventories;

FERRA BRI
o BRIk T R E
BREBRZATER
FFER A BIKE -

BLAHMEETBR
G VER

e B BE&H
ZEERBR
K2 EBERE
E

o FERA A XH
XHRzZFE
R DT &

o EONR X B
XHRNZEER
BEEELH

to the end of reporting
period. Allowance is applied
to inventories based on
assessment of net realisable
value by management, by
considering the estimated
costs of completion, current
market conditions, aging
analysis and subsequent
selling prices of the
inventories.

Refer to note 23 to the
consolidated financial
statements.

e Evaluating the
reasonableness of the
Group’s provision policy on
inventories;

e Testing the aging analysis
of inventories, on a sample
basis, to the supporting
documents; and

e Testing the subsequent sales
or usage of inventories,
on a sample basis, to the
supporting documents.
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material
misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those
Charged with Governance for the
Consolidated Financial Statements

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with HKFRSs issued by the HKICPA
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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Independent Auditor’s Report

Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion 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. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.

o Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.
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Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements (continued)

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during
our audit.
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Independent Auditor’s Report

Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements (continued)

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the
independent auditor’s report is Tsang Chi Wai.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2019
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

—E-N\F —T—+F
2018 2017
B E THER THET
NOTES HK$'000 HK$'000
] Revenue 5 12,388,283 10,280,001
HEK R Cost of sales (10,855,134) (8,739,490)
EA Gross profit 1,533,149 1,540,511
H i A Other income 55,622 55,316
H ot o B #E Other gains and losses 7 104,593 18,218
HERKIHE R Selling and distribution expenses (449,763) (422,161)
—RETHER General and administrative expenses (762,576) (744,660)
MBER Finance costs 8 (67,512) (56,269)
Eh—HEEERAEER Share of result of an associate (1,199) =
B 751 B ' £l Profit before taxation 412,314 390,955
R Taxation 10 (157,849) (136,269)
AN 4 R Profit for the year 254,465 254,686
Hip2m(ZH) K : Other comprehensive (expense) income:
TrgEHIEAERZ Items that will not be reclassified to
EA : profit or loss:
NEZ2IE%Mm Exchange differences arising on
EECERER translation to presentation
currency (252,290) 350,697
BAREFAEME Fair value changes on equity
mkams s T instruments at fair value through
R /N -4 other comprehensive income (4,187) -
HAKREMEREG Surplus on revaluation of property,
mE BB IR plant and equipment upon
2 BER transfer to investment property — 31,702
(256,477) 382,399
HpnsHoBEaExa ltems that may be reclassified
2R subsequently to profit or loss:
ReRntmpEnT Fair value changes on hedging
B RREEH instruments in cash flow hedge
—MEEBHELN — Interest rate swap contracts (231) (1,379)
—RHEYN — Forward contracts = 88
AT EGINER T Exchange differences arising on
EECZERZESE translation of foreign operations (13,226) 24,443
REHMEME(ZH)WE  Other comprehensive (expense) income
for the year (269,934) 405,551
REL2E(ZH)WEREE Total comprehensive (expense) income for
the year (15,469) 660,237

ERCIKEERRTE —T— \FEFR
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

—E-N\§ —E—+F
2018 2017
B THER THET
NOTE HK$'000 HK$'000
AN 4R FEAR D FE Profit for the year attributable to:
ZN/NET) S5 ] Owners of the Company 184,805 170,560
RS Non-controlling interests 69,660 84,126
254,465 254,686
REZ2E(ZH)WEEE Total comprehensive (expense) income for
EiEHmE the year attributable to:
NN Owners of the Company (52,236) 534,100
RS Non-controlling interests 36,767 126,137
(15,469) 660,237
R & F Earnings per share 12
— &K — Basic HK32.8 centsi# il HK30.2 centsi& 1l
—#F — Diluted HK32.8 centsi# fll HK30.2 centsi# L
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Consolidated Statement of Financial Position

R-ZT—NE+-A=+—08 At 31

December 2018

—E-N\F —E—tF
2018 2017
Bt 2% FE T FHET
NOTES HK$'000 HK$’000
IRBEE Non-current assets
ME - BWENMEZH Property, plant and equipment 13 1,558,088 1,688,920
ER LS Prepaid lease payments 14 232,436 261,017
KEE Investment properties 15 252,561 332,771
R—HEBE R Interest in an associate
#Ea 16 23,289 —
AHfEERE Available-for-sale investment 18 = 3,992
BARBEFTAEME Equity instruments at fair value
HWm s ERTE through other comprehensive
income 19 11,750 —
EES Goodwill 20 112,776 69,574
mEE Intangible assets 21 71,299 488
BENEEME  WE Deposits paid for acquisition of
REZET® property, plant and equipment 102,328 31,865
HiEmB & E Other non-current asset 22 — 4,600
TEemIT A Derivative financial instruments 28 3,086 3,449
2,367,613 2,396,676
RBEE Current assets
FE Inventories 23 831,485 914,032
B 5 e W 2k T8 K fE Uk Trade and bills receivables
2z 24 3,185,746 3,444,933
H A, 8 U BR 3R K TR A Other debtors and prepayments
IA 24 386,416 352,994
NS Prepaid lease payments 14 6,333 7,179
PTESmTA Derivative financial instruments 28 3,654 3,592
5B EIRITIF K Short-term bank deposits
— R={EAREHH — with original maturity within
three months 25 208,046 57,723
RITHEB LIRS Bank balances and cash 25 1,127,108 888,351
5,748,788 5,668,804
DHEAFHELRE ZEE Assets classified as held for sale 17 204,309 2,666
5,953,097 5,671,470

EREIEEERATF
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Consolidated Statement of Financial Position

H-ZT—)\F+=H=+—H At 31 December 2018

—E-N\F —E—tF
2018 2017
B 2 FET FHET
NOTES HK$'000 HK$'000
nRBEE Current liabilities
FENERRESER Creditors and accrued charges 26 2,077,436 1,917,464
AHBEE Contract liabilities 27 25,695 —
&~ B K Taxation payables 61,446 88,720
mESMI A Derivative financial instruments 28 — 68
B8 — —FRIH Borrowings — amount due within
one year 29 1,320,977 1,208,148
3,485,554 3,214,400
BABEABELEZ Liabilities associated with assets
BEWMHB2EE classified as held for sale 17 70,162 —
3,555,716 3,214,400
REBEERE Net current assets 2,397,381 2,457,070
BEERTRBERE Total assets less current liabilities 4,764,994 4,853,746
FREBEE Non-current liabilities
TESRIA Derivative financial instruments 28 — 2
BE — —F1% 5 5 Borrowings — amount due after
one year 29 1,319,400 1,260,257
BEFIEAE Deferred tax liabilities 30 11,168 42,309
1,330,568 1,302,568
3,434,426 3,551,178
BARE@E Capital and reserves
[N Share capital 31 56,403 56,389
& Reserves 2,780,323 2,922,528
AAFRREMLER Equity attributable to owners of
the Company 2,836,726 2,978,917
FEIE IR = Non-controlling interests 597,700 572,261
3,434,426 3,551,178
EEeER - - NAF=ZA=-+H# The consolidated financial statements on pages 92 to 256 were
ERRETEENREEFE256HMES approved and authorised for issue by the Board of Directors on
MBHE YHUNTEERERES 20 March 2019 and are signed on its behalf by:
B k4 e Mr. Ip Chi Shing Mr. Yip Tsz Hin
o =% DIRECTOR DIRECTOR

2018 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED 95



B8 3R & FINANCIAL STATEMENTS

96

MRS ER
Consolidated Statement of Changes in Equity

HE—Z—)\F+=-A=+—HILFE For the year ended 31 December 2018

BERALARR
Attributable to owners of the Company
BRE  FUAK EREE  hEEh FER
kx RiER e Bl HHHE  ENRRE  iebE h i R2EH i 133 i
Share Non- Capital ~ Property Non-
Share Share option  distributable  Hedging ~ Translation legsl  redemption  revluation  Retained controling
aptel  premium ene  resene ene  resene e resene fesene profis Tol  interests Totel
TEr TR Thn TEn Thn TEn TEn TEn Tén TEL TEn TEr  TEn
HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HK$000 HK§ 000 HK$000
(Ha) (Bit)
(Note ) (Note b)
RR-t5-5-8 At 1 January 2017 56,381 504,744 5935 67,666 8298 (114667) 118,207 5416 8599 1791300 2529249 415739 3,004,988
RESH Profit for the year - - - - - - - - - 170,560 170,560 84126 154,686
RAEZETEMMELTEENAE  Euchange diffrences arsing on translaton to
BERVELEE presentation currency that will not be reclassified
o profitor loss - - - - - 308722 - - - - 30872 41975 350,697
RFEENSBAELTHEERARA  Echange differences arising on translaton of foreign
BE/ERER operations that may be
redlassified to profit or loss - - - - - LY IE] - - - - U483 - U3
BEREHRERIZIRLESY Fair value change on hedging nstruments in cash flow
hedge - - - - (1327) = = = = = (1327) 3% (1.291)
E\RENERENNE KRR Surplus on revaluation o property, plant and
REzEH equipment upon tansfer o investment property - - - - - - - - 3170 - 3170 - 3170
FERE(R L) NELE Totel comprehensive expense)
income for the year - - - - (132) 333,165 - - 31702 170,560 534,100 126,137 660,237
I Sub-total 56,381 504,744 5935 67,666 6971 21849 118,207 5416 1767 191860 3003349 601876 3,665,225
RERERAERNEEST2RE Shares issued at premium upon exercise of share
options 8 159 {15) - - - - - - - 152 - 152
REfROAEEZAA Cost ncurred in connecton with
iste of hres - ] - - - - - - = = [U) - (1)
BHEREREARDEH Share options cancelled and transfer to retained profits - - (640) - - - - - - 640 - - -
-HHERAREERRRE Release upon deregistration of asubsidiary - - - - - ) - - - palll - - -
13 Transfer - - - - - - 36,49 - = (36,49) = = =
ERERARARE Dividends paid to owners of the Company - - - - - - - - — s ) - W
ERNRATEERRRRE Dividends paid to non-controling shareholders of
subsidiaries - - - - - - - - - - - (29615 (29615
RB-tEt-f=1-B At31 December 2017 3 S0 510 61666 91 A58 154456 SA6 TN TBM3Y 2989 STL61 3518

ERCIKEERRTE —T— \FEFR
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Consolidated Statement of Changes in Equity

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

BERALARR
Attributable to owners of the Company
BRE FI9K REER Futc] B
Bt BfHEE i B WhEE #f EXRE  iRER i B REE A FERER i
Share Non- Investment Capital ~ Property Non-
Share Share option distributable  Hedging revaluation  Translation Legal redemption revaluation  Retained controlling
capital  premium eserve reserve reserve reserve reserve feserve Teserve reserve profits Total interests Total

TR  fEn  fEx  fEx  fEx TR TR TEn  fER  fEx  FER  TEr  TER  TEn
HKS000  HKS'000  HKS'000  HKS'00  HKS'000  HKS'O0D  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

(Wita) (Hib)
(Notea) (Note ).
Profit forthe year - - - - - - - - - = 184,805 184,805 69,660 254,465
Exchange differences arising on translation
o presentation currency that will not be
reclassified to profit or loss - - - - - - (19397) - - - - (9391 (28%)  (252290)
Exchange differences arising on translation of
foreign aperations that may be
reclassified to profit or loss - - - - - - (13,226) - - - - (13.226) - (13.226)
Falr value change on hedging instruments in
cash flow hedge - - - - (31 - - - - - - 31 - 31
BAREHALMRAREZES  Falrvalue changes on equity instruments at
IR201E2E fairvalue through other comprehensive
ncome - - - - = (n187) = = = = = (8187) = (4187)
RERE (%) hE4EE Total comprehensive (expense) income for
the year = = = = (@31) (@187 (32623) = = = 184,805 (52,236) 36,767 (15,469)
gt Sub-total 56,389 504,902 5280 67,666 6,740 (@181 (1683%6) 154456 5416 1761 2009184 2,926,681 609,028 3,535,709

REREERANERLSL
Bt
REARAMEL LA

BEEREREAREET

8

ENARARRRS
EfHBARFARERRS

Shares issued at premium upon exercise of
share options

Cost incurred in connection with isste of
shares

Share options cancelled and transfer to
retained profits

Transfer

Dividends paid to owners of the Company

Dividends paid to non-controling
shareolders of subsidiares

1 87 (28) - - - - = = = = m = m

= = (130) = = = = = = = It - = =
- - - - - - - B - - - - -
- - - - - - = = = - ) o) (%0227)

= = = = = = = = = = = = (138)  (1132)

RoF-NETZBSt-B  A31December 018 A3 S8 ATR 67666 670 (A1) (16836 162760 SAI6 MMM 1SBAI4 8676 SN0 343442

bt 23 Notes:

(@) TADIEREBEETFRDEARLN (a)  The non-distributable reserve represents capitalisation of retained
B(THPEDKIHOHEB AR EGFZ profits of certain subsidiaries established in the People’s Republic
BHBEREDS  ARZENB AN of China (the “PRC") for capital re-investment in these subsidiaries
ERBERENMBEATEEZES and funds shall be used to (i) make up prior year losses or (ii)
(VAWMU EFEBERG)VERNEEE expand production operations.

e o

(b) FADIEZETEE BTSN E (b)  The legal reserve is non-distributable and represents the transfer

NEIREBEBTHE 2% F Bk #H of profits of a subsidiary outside Hong Kong pursuant to the legal

N2 A e

requirements in the relevant place of registration.
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Consolidated Statement of Cash Flows

BE2—ZT— \F+_-_A=+—HIFZ For the year ended 31 December 2018

—E-N\F —E—tF
2018 2017
FE T FHET
HK$'000 HK$’000
REEBMEEZRER Cash flows from operating activities
B Bt B & A Profit before taxation 412,314 390,955
AT EE Adjustments for:
B EEHH Amortisation of intangible assets 2,061 740
T8 1~ £ 3 FH & 2 5 Release of prepaid lease payments 6,744 6,903
ME - -BERZEZTE Depreciation of property,
plant and equipment 181,158 198,615
BREMELAREZSH 2 Gain on fair value change of
I &= investment properties (115,771) (44,079)
HE - B ARz = Gain on disposal of a subsidiary (28,406) —
HERELEZ2EEZ Gain on disposal of assets held
I 2 for sale (2,727) —
HEEMIERBEEZ Gain on disposal of other
& non-current asset (6,460) —
MER Finance costs 67,512 56,269
FMEKA Interest income (11,408) (9,478)
HE/THYE BER Net loss on disposals/written off of
Bl EBEFE property, plant and equipment 30,893 8,487
AIHEEREZREEBE Impairment loss on
available-for-sale investment — 1,971
BE 7 MEEIE Impairment loss on goodwill 642 —
Bh—HEERARIEE Share of result of an associate 1,199 —
B EKFIEZEER Net impairment loss recognised on
VERIEN TEi= Ok trade receivables 9,017 17,596
ST B R E () Allowance for (reversal of)
slow-moving inventories 5,801 (1,249)
THEEE Written off of inventories 16,807 12,310
EXFFHHIRAAERP Effect of foreign exchange rate
EHRIIEECVE changes on intra-group balances 25,271 (15,267)
REtEBEESEF A 2L EFE  Operating cash flows before movements
BIRE R in working capital 594,647 623,773
&% Increase in inventories (8,295) (50,833)
B o EWHITEREWEZER L Decrease (increase) in trade and bills
(32 hn) receivables 75,672 (433,534)
H b fE UK BR T N TR A k08 (Increase) decrease in other debtors and
(3% hn) prepayments (68,574) 28,882
FEBRA KR EE RIEN Increase in creditors and accrued charges 322,740 20,321
EHaERD Decrease in contract liabilities (28,733) —
BEMEECRES Cash generated from operations 887,457 188,609
P EER PRC Income Tax paid (146,223) (123,026)
BREREBRAEEZFRE Net cash from operating activities 741,234 65,583

ERCIKEERRTE —T— \FEFR
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Consolidated Statement of Cash Flows

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

—E-N\F —E—tF
2018 2017
Pt 5 THER FAET
NOTES HK$’000 HK$’000
BREELBFAZBE LR Cash flows used in investing activities
ENBEME  BE Deposits paid for acquisition of

RE2E & property, plant and equipment (170,928) (35,522)

WX 2 FHE Net cash outflow of acquisition of

s business 32 (125,181) —
BEWE BE R Purchase of property, plant and

B equipment (65,216) (145,383)
AR — B SR T Acquisition of interest in an

Z R associate (24,501) —
BARARETA Acquisition of equity instruments

EME2EKEZ at fair value through other

BT A comprehensive income (11,750) —

BARTEN TS Addition to prepaid lease payments (3,196) —
BAELEE Acquisition of intangible assets (1,386) —
HE—RMKERRZ Net proceeds from disposal of a

FTiS I8 358 subsidiary 33 38,281 =
2 W F & Interest received 11,408 9,478
HEEMIEREE Proceeds from disposal of other

Z P18 %A non-current asset 11,060 —
HE D *Eﬁﬁf’ﬁ.‘ﬁj’% Proceeds from disposal of assets

ZHERHEEZ classified as non-current assets

EEZEHRE held for sale 5,377 —
LEME BEK Proceeds from disposal of property,

R FTISRIE plant and equipment 2,016 1,003
BEREDHE Purchase of investment properties — (17,961)
BARHEHERE Acquisition of available-for-sale

investment — (5,753)
BEEKFMA 2 %4 Net cash used in investing activities (334,016) (194,138)
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Consolidated Statement of Cash Flows

HE—_Z—N\F+_A=+—HILFE For the year ended 31 December 2018

—E-N\F —E—tF
2018 2017
FE T FHET
HK$'000 HK$’000
MEXBREEZ Cash flows from financing activities
HER
it 2 Borrowings raised 1,870,704 1,380,188
BT M 2B HRIE Proceeds from issue of shares 273 152
EBEEE Repayment of borrowings (1,698,732) (1,158,102)
EffRE Dividends paid (90,227) (84,583)
ERNEN ) Interest paid (67,512) (56,269)
B B A R IEE A% Dividends paid to non-controlling
% 3A% 8. shareholders of subsidiaries (11,328) (29,615)
B B 1 B 17 A AN Share issue cost paid (1) (1)
MEEBEEZ Net cash from financing activities
FHE 3,177 51,770
e RBEESEEFIEIM  Net increase (decrease) in cash and cash
OR ) equivalents 410,395 (76,785)
FrzRERIE4E %5 Cash and cash equivalents at beginning of the
year 946,074 971,103
BADHEAEIELRE 2  Cash transferred to assets classified
BEZES as held for sale (135) —
EREBTEA ZFE  Effect of foreign exchange rate changes (21,180) 51,756
ERZESERRE%EE  Cash and cash equivalents at end of the year 1,335,154 946,074
ReRBESEHEEH Analysis of balances of cash and cash
il equivalents
R=ZEARIEZ Short-term bank deposits
WHRITER with original maturity within three months 208,046 57,723
RITESB LIRS Bank balances and cash 1,127,108 888,351
1,335,154 946,074
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1.

ZT—N\F+=-H=+—HILFE For the year ended 31 December 2018

GENERAL

The Company is an exempted company incorporated in
the Cayman Islands and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place
of business of the Company are disclosed in the corporate
information to the annual report.

The consolidated financial statements are presented in
Hong Kong dollars while the functional currency of the
Company is Renminbi (“RMB”). The reason for selecting
Hong Kong dollars as its presentation currency is because
the Company is a public company with the shares listed on
the Stock Exchange, where most of its investors are located
in Hong Kong.

The Company is an investment holding company. Its
principal subsidiaries are engaged in the manufacture
of and trading in solvents, coatings, inks and lubricants,
property investment and holding.
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2.

—ZT—\F+=ZA=1+—HLFE For the year ended 31 December 2018

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“"HKFRSs")

The Group has applied the following new and amendments
to HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") for the first time in the
current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions and
Advance Consideration

HK(IFRIC)-Int 22

Amendments to Classification and Measurement of

HKFRS 2 Share-based Payment Transactions
Amendments to Applying HKFRS 9 Financial
HKFRS 4 Instruments with HKFRS 4 Insurance

Contracts

Amendments to
HKAS 28

As part of the Annual Improvements to
HKFRSs 2014-2016 Cycle

Amendments to
HKAS 40

Transfers of Investment Property

Except as described below, the application of the new
and amendments to HKFRSs in the current year has had
no material impact on the Group’s financial performance
and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

2.1

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

HKFRS 15 “Revenue from Contracts
with Customers”

The Group has applied HKFRS 15 for the first time in the
current year. HKFRS 15 superseded HKAS 18 “Revenue”,

HKAS 11 “Construction Contracts”
interpretations.

and the related

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” and HKAS 11
“Construction Contracts” and the related interpretations.

The Group recognises revenue from the following major
sources which arise from contracts with customers:

Sales of solvents

o Sales of coatings

o Sales of inks

o Sales of lubricants

o Rental income from properties

Information about the Group’s performance obligations

and the accounting policies resulting from application of
HKFRS 15 are disclosed in notes 5 and 3 respectively.
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

2. ERAFABERMBR
EEARERMBER
HERZEET )

21 ERMEREERZEIS
EIEEFANE X5
(%)
VREREBYKHREER
EISEFEEA R ERME
R-E—NE—B—B2&aH
BRRERRZ BOIETHH
B UWABEAT R Y E Y E

2.

2.1

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

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 consolidated statement of financial
position at 1 January 2018. Line items that were not

B - affected by the changes have not been included.
REEERE
AT 2 |MAN HEERE155
—E—+tF R=-B-N\F
+=-ZB=+-—H —HA—-B%2
ZEEHEHE ENoE BRE € 8>
Carrying
amounts
previously Carrying
reported at amounts under
31 December HKFRS 15 at
2017 Reclassification 1 January 2018*
FTET TAET TAET
HK$'000 HK$'000 HK$'000
nREAE Current liabilities
EAERREFSER Creditors and accrued charges 1,917,464 (54,428) 1,863,036
AHEE Contract liabilities — 54,428 54,428

RZTE—NFE—HA—H ' %Ala
ABNEREEFEREBAHEE
A 4 2 B #3854,428,0007% 7T
EEFH»EARENEE -

* Wz e BARTERATETB
MEERESHR 2 AE -

104 zEEitT£EEERAE -2 \EE&H

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 Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

2.1

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

HKFRS 15 “Revenue from Contracts
with Customers” (continued)

Summary of effects arising from initial
application of HKFRS 15 (Continued)

The application of HKFRS 15 has had no material impact on
the Group'’s retained profits as at 1 January 2018.

The following tables summarise the impacts of applying
HKFRS 15 on the Group's consolidated statement of
financial position as at 31 December 2018 and its
consolidated statement of cash flows for each of the line
items affected. Line items that were not affected by the
changes have not been included.

UGB RRIRZE Impact on the consolidated statement of financial
position
MEERER
B #% R & 2 Rl
RERH AE BISRAzEE
Amounts
without
application of
As reported Adjustments HKFRS 15
TAT TAT TAT
HK$'000 HK$'000 HK$'000
RBER Current liabilities
ERERRETER Creditors and accrued charges 2,077,436 25,695 2,103,131
AEHAE Contract liabilities 25,695 (25,695) —
2,103,131 — 2,103,131
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

2. ERAHBBMER 2. APPLICATION OF NEW AND

XA REEBBERK AMENDMENTS TO HONG KONG
LS EA 21T 2 FINANCIAL REPORTING STANDARDS

("H KFRSS") (Continued)
2.1 EARMEREERFE1S 2.1 HKFRS 15 “Revenue from Contracts

I EFENEEEE] with Customers” (continued)
(#)
VREREBYKHREER Summary of effects arising from initial
FISHREE 2 EME ) application of HKFRS 15 (Continued)
HEeBELSRhEaR2EE Impact on the consolidated statement of cash
flows
MEEREE
B 15 8 & 22 B
RER AR FISKAzEE
Amounts
without
application of
As reported Adjustments HKFRS 15
FTAT FTAT FHBIT
HK$'000 HK$'000 HK$'000
BEEK Operating activities
TR R AT & A Increase in creditors and
#n accrued charges 322,740 (28,733) 294,007
EHEBRD Decrease in contract liabilities (28,733) 28,733 —
294,007 — 294,007
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

2.2

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

HKFRS 9 “Financial Instruments”

In the current year, 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 under ECL model) 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 not material
to the opening retained profits and other components
of equity and no restatement was made for comparative
information.

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

In addition, the Group applied the hedge accounting
prospectively.

Accounting policies resulting from application of HKFRS 9
are disclosed in note 3.
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2. ERAHFAIEBYBR 2. APPLICATION OF NEW AND
% B B B 5B B IS 3R AMENDMENTS TO HONG KONG
LS EA 21T 2 FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)
22 BB BHRMEERE9 2.2 HKFRS 9 “Financial Instruments”
He®MIAlw (Continued)
VBEREEMBREER Summary of effects arising from initial
FORFTEEZTERE application of HKFRS 9
TRHAFRVKREABH(=ZZ The table below illustrates the classification and
—N\F—HA—H) aREERS measurement (including impairment) of financial assets
REBENREMEAERESCE and financial liabilities and other items subject to ECL
BAZEBREE ST KR EE under HKFRS 9 and HKAS 39 at the date of initial
BIZE o5t & & B 2 5 & B 53955 application, 1 January 2018.
ETzERFE(BERE) -
RAORETA
Hit2mEWK =
AHEERE ZHEHIA
Equity
instruments
at fair value
Available- through other
for-sale comprehensive
("AFS") income
investment ("FVTOCI")
FAT FAxT
HK$'000 HK$'000
RZE—+tF+=A Closing balance at 31 December 2017
=t —BZEREER — HKAS 39
— BB A
3958 3,992 —
NBEREBITHRSE  Effect arising from initial application
ERFERTEERZ of HKFRS 9
oE
A fHEEREEHFHME Reclassification from AFS investment (3,992) 3,992
HN-_ZE—N\E—H—H  Opening balance at 1 January 2018
2 F R — 3,992
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ZT—N\F+=-H=+—HILFE For the year ended 31 December 2018

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

HKFRS 9 “Financial Instruments”
(Continued)

From AFS investment to equity instruments at
FVTOCI

The Group elected to present in other comprehensive
income ("OCI") for the fair value changes of all its equity
investments previously classified as AFS investment. 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 AFS 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
unquoted equity investment previously carried at cost less
impairment was adjusted to equity instruments 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.
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2.

2.2

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

HKFRS 9 “Financial Instruments”
(Continued)
Impairment under ECL model

In relation to the impairment of financial assets, HKFRS 9
requires an ECL model, as opposed to an incurred credit
loss model under HKAS 39. The ECL model requires an
entity to account for ECL and changes in those ECL 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. Except for those which had been
determined as credit-impaired under HKAS 39 and trade
receivables with outstanding significant balances which
have been assessed individually, the remaining balances
are grouped based on shared credit risk characteristics.

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

The directors of the Company considered the additional
ECL allowance as at 1 January 2018 measured under the
ECL model is insignificant.
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Notes to the Consolidated Financial Statements

ZT—N\F+=-H=+—HILFE For the year ended 31 December 2018

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

HKFRS 9 “Financial Instruments”
(Continued)
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.

The initial application of HKFRS 9 in the current year has
had no material effect on the amounts reported and/or
disclosures relating to the Group'’s hedging instruments as
set out in these consolidated financial statements.

Except as described above, the application of amendments
to HKFRSs in the current year has had no material effect on
the amounts reported and/or disclosures set out in these
consolidated financial statements.
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2.

2.3

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

Impacts on opening consolidated
statement of financial position arising
from the application of all new
standards

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

ZE-t#F BEEME BEEME
t=A & &R BEER Z—E-NF

ETr=F E155 o5 —HA—H

31 December 1 January

2017 HKFRS 15 HKFRS 9 2018

FHT FHT FHT FHBIT

HK$'000 HK$'000 HK$'000 HK$'000

(&%)

(Restated)

AEHERE AFS investment 3,992 — (3,992) —
BAREE AEM  Equity instruments at FVTOCI

2HEHKEZ

EmTH = — 3,992 3,992

JERBRF K EEE E Creditors and accrued charges 1,917,464 (54,428) — 1,863,036

AHAE Contract liabilities — 54,428 — 54,428
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

New and amendments to HKFRSs in
issue but not yet effective

2.4

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not

yet effective:
HKFRS 16
HKFRS 17

HK(IFRIC)-Int 23

Amendments to
HKFRS 3
Amendments to
HKFRS 9
Amendments to
HKFRS 10 and
HKAS 28
Amendments to
HKAS 1 and HKAS 8

Amendments to

HKAS 19
Amendments to

HKAS 28
Amendments to HKFRSs

Leases!
Insurance Contracts?

Uncertainty over Income Tax
Treatments’

Definition of a Business4

Prepayment Features with
Negative Compensation’
Sale or Contribution of Assets

between an Investor and its
Associate or Joint Venture3
Definition of Materials

Plan Amendment, Curtailment
or Settlement!

Long-term Interests in
Associates and Joint Ventures!

Annual Improvements to HKFRSs
2015-2017 Cycle!

1 Effective for annual periods beginning on or after 1 January
2019.

2 Effective for annual periods beginning on or after 1 January
2021.

3 Effective for annual periods beginning on or after a date to

be determined.

4 Effective for business combination for which the acquisition
date is on or after the beginning of the first annual period
beginning on or after 1 January 2020.

5 Effective for annual periods beginning on or after 1 January

2020.
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2.

2.4

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

New and amendments to HKFRSs in
issue but not yet effective (continued)

Except for the new and amendments to HKFRSs mentioned
below, the directors of the Company anticipate that the
application of all other new and amendments to HKFRSs
will have no material impact on the consolidated financial
statements in the foreseeable future.

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 leases 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.
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2.4

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

New and amendments to HKFRSs in
issue but not yet effective (continued)

HKFRS 16 “Leases” (Continued)

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. Upon
application of 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 by the Group.

Under HKAS 17, the Group has already recognised prepaid
lease payments for leasehold lands where the Group is a
lessee. The application of HKFRS 16 will 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.

Other than certain requirements which are also applicable
to lessor, 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.
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2.

2.4

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

New and amendments to HKFRSs in
issue but not yet effective (continued)

HKFRS 16 “Leases” (Continued)

Furthermore, extensive disclosures are required by HKFRS
16.

As at 31 December 2018, the Group has non-cancellable
operating lease commitments of HK$84,383,000 as
disclosed in note 39. A preliminary assessment indicates
that these arrangements will meet the definition of a lease.
Upon application of HKFRS 16, 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.

In addition, the Group currently considers refundable
rental deposits paid of HK$2,202,000 and refundable
rental deposits received of HK$2,393,000 as rights and
obligations under leases to which HKAS 17 applies. Based
on the definition of lease payments under HKFRS 16, such
deposits are not payments relating to the right to use
the underlying assets, accordingly, the carrying amounts
of such deposits may be adjusted to amortised cost.
Adjustments to refundable rental deposits paid would be
considered as additional lease payments and included in
the carrying amount of right-of-use assets. Adjustments to
refundable rental deposits received would be considered as
advance lease payments.
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2.4

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (Continued)

New and amendments to HKFRSs in
issue but not yet effective (continued)

HKFRS 16 “Leases” (Continued)

The application of new requirements will result in changes
in measurement, presentation and disclosure as indicated
above. The Group intends to elect the practical expedient
to apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-
Int 4 “Determining whether an Arrangement contains a
Lease” and not apply this standard to contracts that were
not previously identified as containing a lease applying
HKAS 17 and HK(IFRIC)-Int 4. Therefore, the Group will
not reassess whether the contracts are, or contain a
lease which already existed prior to the date of initial
application. Furthermore, the Group intends to elect the
modified retrospective approach for the application of
HKFRS 16 as lessee and will recognise the cumulative effect
of initial application to opening retained profits without
restating comparative information.
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POLICIES

The consolidated financial statements have been prepared
in accordance with the HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange (“Listing
Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments and investment properties that are measured
at fair values, as explained in the accounting policies set
out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure
purposes in these consolidated financial statements
is determined on such a basis, except for share-based
payment transactions that are within the scope of HKFRS
2 “Share-based payment”, leasing transactions that are
within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as
net realisable value in HKAS 2 “Inventories” or value in use
in HKAS 36 “Impairment of Assets”.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

3. SIGNIFICANT ACCOUNTING

POLICIES (Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

3 has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are

changes to one or more of the three elements of control
listed above.
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3.

NE+=—HA=+—HL-%Z For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company
and to the non-controlling interests even if this results in
the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intragroup assets and liabilities,
expenses and cash flows relating to transactions

equity, income,

between members of the Group are eliminated in full on
consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which
represent present ownership interests entitling their
holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair values,
except that:

. deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 “Income Taxes” and HKAS 19 “Employee
Benefits” respectively;

3 liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-
based payment arrangements of the Group entered
into to replace share-based payment arrangements of
the acquiree are measured in accordance with HKFRS
2 “Share-based Payment” at the acquisition date
(see the accounting policy on share-based payment
transactions); and

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 “Non-current
Assets Held for Sale and Discontinued Operations”
are measured in accordance with that standard.
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3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations (continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amounts of the identifiable
assets acquired and the liabilities assumed as at acquisition
date. If, after re-assessment, the net of the acquisition-
date amounts of the identifiable assets acquired and
liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests
in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess
is recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the relevant subsidiary’s net assets in the event of
liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets or at fair value. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests
are measured at their fair values.

When the consideration transferred by the Group in a
business combination includes a contingent consideration
arrangement, the contingent consideration is measured
at its acquisition-date fair value and included as part of
the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted retrospectively. Measurement period adjustments
are adjustments that arise from additional information
obtained during the “measurement period” (which cannot
exceed one year from the acquisition date) about facts and
circumstances that existed at the acquisition date.
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations (continued)

The subsequent accounting for the contingent
consideration that does not qualify as measurement period
adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as
equity is not remeasured at subsequent reporting dates
and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an
asset or a liability is remeasured to fair value at subsequent
reporting dates, with the corresponding gain or loss being
recognised in profit or loss.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of business
(see the accounting policy on business combinations) less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units (or
groups of cash-generating units) that is expected to benefit
from the synergies of the combination which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating
segment.
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3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Goodwill (Continued)

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than its carrying
amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit on a pro-rata basis
based on the carrying amount of each asset in the unit (or
group of cash-generating units).

On disposal of the relevant cash-generating unit or any
of the cash-generating unit within the group of cash-
generating units, the attributable amount of goodwill is
included in the determination of the amount of profit or
loss on disposal. When the Group disposes of an operation
within the cash-generating unit (or a cash-generating
unit within a group of cash-generating units), the amount
of goodwill disposed of is measured on the basis of the
relative values of the operation (or the cash-generating
unit) disposed of and the portion of the cash-generating
unit (or the group of cash-generating units) retained.

The Group’s accounting policy for goodwill arising on the
acquisition of an associate is described below.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Interests in associates

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of associates are prepared using uniform
accounting policies as those of the Group for like
transactions and events in similar circumstances. Under
the equity method, an investment in an associate is
initially recognised in the consolidated statement of
financial position at cost and adjusted thereafter to
recognise the Group’s share of the profit or loss and
other comprehensive income of the associate. Changes
in net assets of the associate other than profit or loss
and other comprehensive income are not accounted for
unless such changes resulted in changes in ownership
interest held by the Group. When the Group’s share of
losses of an associate exceeds the Group’s interest in that
associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of
further losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate.
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3.

NE+=—HA=+—HL-%Z For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Interests in associates (continued)

An interest in an associate is accounted for using the
equity method from the date on which the investee
becomes an associate. On acquisition of the interest in an
associate, any excess of the cost of the investment over
the Group’s share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of
the investment. Any excess of the Group’s share of the net
fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When
any objective evidence exists, the entire carrying amount
of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 as a single asset
by comparing its recoverable amount (higher of value in
use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised forms part of
the carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions
with the associate are recognised in the Group’s
consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue from contracts with
customers (upon application of
HKFRS 15 in accordance with
transitions in note 2)

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 or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

3 the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

o the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

o the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when

the customer obtains control of the distinct good or
service.
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3. TESTHR 3. SIGNIFICANT ACCOUNTING
POLICIES (Continued)
EEAHNEEHE(R Revenue from contracts with
R E22BEZH customers (upon application of
EREBMEHRE HKFRS 15 in accordance with
ZREISER) =) transitions in note 2) (continved)
AHEBEBEEAEERNEFRAPERE A contract liability represents the Group’s obligation
mMEREZEE  MALEED 3 to transfer goods or services to a customer for which
WAZEEWEARE (KBS D the Group has received consideration (or an amount of
HjUg AR ) © consideration is due) from the customer.
EE—EBUEYEAEEEE A point in time revenue recognition:
ZHERBHEEINGE measurement of complete satisfaction of a
performance obligation
BEBZBUMBGRELEDFEI55% 2 Under the transfer-of-control approach in HKFRS 15,
THEEE L EREESE revenue from sales of product is generally recognised when
E-RRERPESE(IREAE customer acceptance has been obtained, which is the point
BENIETRERFERITREE RSB of time when the customer has the ability to direct the use
REBD 8 T F 25 2 B fE B ) FERR o of the product and obtain substantially all of the remaining

benefits of the product.

= H Warranties

HMEFAERIEEBESRA If a customer has the option to purchase a warranty
ARNEBERBAKEY AEBE separately, the Group accounts for the warranty as a
HNEE IBBORZHEHESR separate performance obligation and allocates a portion
ZEHEF MNEPEREEES of the transaction price to that performance obligation.
BRERA AEBEERBESE If a customer does not have the option to purchase a
S ERFEI7HIBE - HARE warranty separately, the Group accounts for the warranty
BERSAREE | BRBARE @ BRI in accordance with HKAS 37 “Provisions, Contingent
REABRFPFRERBTERFTED Liabilities and Contingent Assets” unless the warranty
TE AR A& LA SN 2 AR 75 (BN AR 75 48 (R provides the customer with a service in addition to the
A) o assurance that the product complies with agreed-upon

specifications (i.e. service-type warranties).
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue recognition
(prior to 1 January 2018)

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group and when
specific criteria have been met for each of the Group’s
activities.

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

o the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated
with the transaction will flow to the Group; and

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on
initial recognition.

The Group’s accounting policy for recognition of revenue

from operating leases is described in the accounting policy
for leasing below.
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3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment including buildings and
leasehold land (classified as finance leases) held for
use in the production or supply of goods or services,
or for administrative purposes (other than properties
under construction as described below) are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets
are ready for their intended use.

Depreciation is recognised so as to write off the cost of
assets other than properties under construction less their
residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and
equipment (Continued)

If an item of property, plant and equipment becomes
an investment property because its use has changed as
evidenced by end of owner-occupation, any difference
between the carrying amount and the fair value of that
item (including the relevant prepaid lease payments) at
the date of transfer is recognised in other comprehensive
income and accumulated in property revaluation reserve.
On the subsequent sale or retirement of the asset, the
relevant revaluation reserve will be transferred directly to
retained profits.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Buildings under development for
future owner-occupied purpose

When buildings are in the course of development
for production or for administrative purposes, the
amortisation of prepaid lease payments provided during
the construction period is included as part of costs of
buildings under construction. Buildings under construction
are carried at cost, less any identified impairment losses.
Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and
condition necessary for them to be capable of operating in
the manner intended by management).
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3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation. Investment properties
include land held for undetermined future use, which is
regarded as held for capital appreciation purpose.

Investment properties are initially measured at cost,
including any directly attributable expenditure. Subsequent
to initial recognition, investment properties are measured
at their fair values. All of the Group’s property interests
held under operating leases to earn rentals or for capital
appreciation purposes are accounted for as investment
properties and are measured using the fair value model.
Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the
period in which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposals. Any gain or loss arising on derecognition
of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the
asset) is included in the profit or loss in the period in which
the property is derecognised.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Non-current assets held for sale

Non-current assets are classified as held for sale if their
carrying amount will be recovered principally through
a sale transaction rather than through continuing use.
This condition is regarded as met only when the asset is
available for immediate sale in its present condition subject
only to terms that are usual and customary for sales of
such asset and its sale is highly probable. Management
must be committed to a plan for the sale, which should
be expected to qualify for recognition as a completed sale
within one year from the date of classification.

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all of the assets and liabilities
of that subsidiary are classified as held for sale when the
criteria described above are met, regardless of whether the
Group will retain a non-controlling interest in the relevant
subsidiary after the sale.

When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment, in
an associate or joint venture, the investment or the portion
of the investment that will be disposed of is classified as
held for sale when the criteria described above are met,
and the Group discontinues the use of the equity method
in relation to the portion that is classified as held for sale
from the time when the investment (or a portion of the
investment) is classified as held for sale.

Non-current assets (and disposal groups) classified as
held for sale are measured at the lower of their previous
carrying amount and fair value less costs to sell, except
for investment properties which continue to be measured
in accordance with the accounting policies as set out in
respective sections.
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—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that acquired
separately are carried at costs less accumulated
amortisation and any accumulated impairment loss.
Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted
for on a prospective basis. Intangible assets with indefinite
useful lives that are acquired separately are carried at cost
less any subsequent accumulated impairment losses.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful lives
are reported at costs less accumulated amortisation and
any accumulated impairment losses, on the same basis as
intangible assets that are acquired separately. Intangible
assets acquired in a business combination with indefinite
useful lives are carried at cost less any subsequent
accumulated impairment losses.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains or losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment on tangible and
intangible assets other than goodwiill

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent
of the impairment loss (if any). The recoverable amount of
tangible and intangible assets are estimated individually,
when it is not possible to estimate the recoverable
amount of an asset individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in
profit or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs of inventories are determined on a
weighted average method. Net realisable value represents
the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.
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3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a settlement date basis. Regular way purchases or
sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by
regulation or convention in the market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are initially
measured in accordance with HKFRS 15 since 1 January
2018. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities
at fair value through profit or loss (“FVTPL")) are added to
or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at FVTPL are
recognised immediately in profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.



B3R & FINANCIAL STATEMENTS

FESTHER e

EMI A

cREE
ERMEEZPEREZTE (R
BRI 22BEZRHEERET S
B IR EEAISEIRE)
SREEMBA A THEE - AIE
% LR R A B

° RERBENREEKREAEH
ReERZEBREANRFE

54

s BHBRFRETERHELR
%/ﬁ m &% 35 i/uuf%?%gihl
RERKREREESHE -

TREEWMNTAATERME  BIE
BUBAREFARMEE RS

e

° RERBENREEURIAEH
ReRnhHEZEBRER
A R

s AMNBEFNEEAHRELR
TR MERERE/IN
ReERAREERESHE -

MBEEMEREEERNEZAR
B ABSZ T AGE - HERT
BER VAR EEH
i  AEERE TR i EE
REM 2K E 2 5IRARE (F
HRGERFEEENFRBIRE
BHBREEREIRIEBHE
HHlEREBERN 2 EE A G HER
ZHRRE) 2 BREAREZS) -

#

3.

=

REVBREME
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—ZT— ) \F+=-A=+—HILFJE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Financial assets

Classification and subsequent measurement of
financial assets (upon application of HKFRS 9 in
accordance with transitions in note 2)

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

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

Financial assets that meet the following conditions are
subsequently measured at FVTOCI:

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

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

All other financial assets are subsequently measured at
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 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.
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NE+=—HA=+—HL-%Z For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on
the credit-impaired financial instrument improves so that
the financial asset is no longer credit-impaired,
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following the
determination that the asset is no longer credit-impaired.

interest

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are
subsequently 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 from these investments in equity instruments
are recognised in profit or loss when the Group’s right to
receive the dividends is established, 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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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2)

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, 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
receivables without significant financing component.
The ECL on trade receivables 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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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (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:

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

o 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;

o 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;
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

()

Significant increase in credit risk (Continued)

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

o 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.

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 regularly monitors the effectiveness of
the criteria used to identify whether there has been
a significant increase in credit risk and revises them
as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before
the amount becomes past due.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(i)

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 180 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact
on the estimated future cash flows of that financial
asset have occurred. Evidence that a financial asset
is credit-impaired includes observable data about the
following events:

(a)

(b)

(@)

(d)

(e)

significant financial difficulty of the issuer or
the borrower;

a breach of contract, such as a default or past
due event;

the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

the disappearance of an active market for that
financial asset because of financial difficulties.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(iv) Write-off policy

(v)

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings. Financial
assets written off may still be subject to enforcement
activities under the Group’s recovery procedures,
taking into account of legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in
profit or loss.

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. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

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

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Impairment of financial assets (upon
application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(v)

Measurement and recognition of ECL
(Continued)

Where ECL is measured on a collective basis or cater
for cases where evidence at the individual instrument
level may not yet be available, the financial
instruments are grouped on the basis below:

. Nature of financial instruments (i.e. the Group’s
trade and bills receivables and other debtors
are each assessed as a separate group);

. Past-due status;

o Nature, size and industry of debtors; and

o External credit ratings where available.

The grouping is regularly reviewed by management
to ensure the constituents of each group continue to
share similar credit risk characteristics.

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.
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3.

—ZT—\F+=ZA=1+—HLFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Classification and subsequent measurement
of financial assets (before application of
HKFRS 9 on 1 January 2018)

The Group’s financial assets are mainly loans and
receivables and AFS financial assets. The classification
depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition.
All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade and bills receivables, other
debtors, short-term bank deposits, bank balances and
cash) are measured at amortised cost using the effective
interest method, less any impairment losses.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Classification and subsequent measurement
of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

AFS financial assets

AFS financial assets are non-derivatives that are either
designated as available-for-sale or not classified as (a)
loans and receivables, (b) held-to-maturity investments or
(c) financial assets at FVTPL.

Dividends on AFS equity instruments are recognised
in profit or loss when the Group’s right to receive the
dividends is established. Other changes in the carrying
amount of AFS financial assets are recognised in other
comprehensive income and accumulated under the
heading of investment revaluation reserve. When the
investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the
investment revaluation reserve is reclassified to profit or
loss.

AFS equity investments that do not have a quoted market
price in an active market and whose fair value cannot be
reliably measured at cost less any identified impairment
losses at the end of each reporting period.
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POL'C'ES (Continued)
Financial instruments (continued)

Classification and subsequent measurement
of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

Impairment of financial assets (before application
of HKFRS 9 on 1 January 2018)

Financial assets are assessed for indicators of impairment
at the end of each reporting period. Financial assets
are considered to be impaired where there is objective
evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have
been affected.

For AFS equity investments, a significant or prolonged
decline in the fair value of the security below its cost is
considered to be objective evidence of impairment.

For other financial assets, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contracts, such as default or delinquency in
interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience
of collecting payments, an increase in the number of
delayed payments in the portfolio past the average credit
period granted, and observable changes in national or
local economic conditions that correlate with default on
receivables.
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)

Classification and subsequent measurement
of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

Impairment of financial assets (before application
of HKFRS 9 on 1 January 2018) (Continued)

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the asset’'s carrying amount and the present
value of the estimated future cash flows discounted at the
financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

When an AFS financial asset is considered to be impaired,
cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit or loss in
the period.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment loss was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

In respect of AFS equity investments, impairment
losses previously recognised in profit or loss are not
reversed through profit or loss. Any increase in fair value
subsequent to an impairment loss is recognised in other
comprehensive income.

2018 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

149



B8 3R & FINANCIAL STATEMENTS

mEe

PR R MY RE

Notes to the Consolidated Financial Statements

HE

3.

FESHBE

€I R »
ctREERESETA
AR BT B REST
ANEBANRY Y EERNE R
CRABREXTAYTELE
BemAERES-

EHEIE

X TEAZHEALALEEEE
FeptEms (KRNBREMEER)Z
FAEH AEBZFT ERT
BB WA B (KR E#E %
TR ) IR o

RBERAGTEZERMEAER
HtemAaB(2EENERERRE
EMNEFAREE) RENBE
BRI ORI B ANFTE o

TTEEMIA
METAVBEITETAAD
AIVERZARERER  H&EK
BREPRZAABEENTE
EEZWERERAENIE R
RBIFZMTELAREEMAR
BMHHBTE HEHBERIT R
18 25 7 58 2 B ] BOR 1R 3 b R MR
ZMHE -

THEHPEHAZITET AR
BREFFEECSREEXTF

EEzomAafE -

150 =z=RIEEERAT —z— \FEEH

3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Financial liabilities and equity instruments

Debts and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct issue
costs.

Financial liabilities at amortised cost

Other financial liabilities (including creditors and other
payables and borrowings) are subsequently measured at
amortised cost, using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair values at the
date when derivative contracts are entered into and
are subsequently remeasured to their fair values at
the end of the reporting period. The resulting gain or
loss is recognised in profit or loss immediately unless
the derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition
in profit or loss depends on the nature of the hedging
relationship.

Derivatives that do not qualify for hedge accounting are
deemed as financial assets held for trading or financial
liabilities held for trading.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Hedge accounting

The Group designates certain derivatives as hedges of the
cash flow of floating-rate bank borrowings (i.e. interest
rate swap contracts).

At the inception of the hedging relationship, the Group
documents the relationship between the hedging
instrument and hedged item, along with its risk
management objectives and its strategy for undertaking
various hedge transactions. Furthermore, at the inception
of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument is highly
effective in offsetting changes in cash flows of the hedged
item attributable to the hedged risk.

Assessment of hedging relationship and
effectiveness (under HKFRS 9 since 1 January 2018)

For hedge effectiveness assessment, the Group considers
whether the hedging instrument is effective in offsetting
changes in fair values or cash flows of the hedged item
attributable to the hedged risk, which is when the hedging
relationships meet all of the following hedge effectiveness
requirements:

o there is an economic relationship between the
hedged item and the hedging instrument;

. the effect of credit risk does not dominate the value
changes that result from that economic relationship;
and

3 the hedge ratio of the hedging relationship is the
same as that resulting from the quantity of the
hedged item that the Group actually hedges and the
qguantity of the hedging instrument that the entity
actually uses to hedge that quantity of hedged item.
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3.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Hedge accounting (Continued)

Assessment of hedging relationship
and effectiveness (under HKFRS 9 since
1 January 2018) (Continued)

If a hedging relationship ceases to meet the hedge
effectiveness requirement relating to the hedge ratio but
the risk management objective for that designated hedging
relationship remains the same, the Group adjusts the
hedge ratio of the hedging relationship (i.e. rebalances the
hedge) so that it meets the qualifying criteria again.

Assessment of hedging relationship and
effectiveness (before application of HKFRS 9 on 1
January 2018)

A hedge is regarded as highly effective only if both of the
following conditions are met:

3 at the inception and in subsequent periods, the
hedge is expected to be highly effective; and

o the actual results of the hedge are within a range of
80 to 125 per cent.
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ZT—N\F+=-H=+—HILFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Cash flow hedges

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges are recognised in OCl and accumulated under the
heading of hedging reserve. The gain or loss relating to
the ineffective portion is recognised immediately in profit
or loss and is included in the “other gains and losses”
item.

line

Amounts previously recognised in OCl and accumulated in
equity are reclassified to profit or loss in the periods when
the hedged item is recognised in profit or loss, in the same
line as the recognised hedged item. However, when the
hedged forecast transaction results in the recognition of
a non-financial asset or a non-financial liability, the gains
and losses previously recognised in OCl and accumulated
in the cash flow hedging reserve are transferred from
the cash flow hedging reserve and included in the initial
measurement of the cost of the non-financial asset or non-
financial liability.

Hedge accounting is discontinued when the Group revokes
the hedging relationship, the hedging instrument expires
or is sold, terminated, exercised, or when it no longer
qualifies for hedge accounting. Any gain or loss recognised
in OCl and accumulated in equity at that time remains in
equity and is recognised when the forecast transaction is
ultimately recognised in profit or loss. When a forecast
transaction is no longer expected to occur, the gain or loss
accumulated in equity is recognised immediately in profit
or loss.
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3.

NE+=—HA=+—HL-%Z For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership
and continues to control the transferred asset, the
Group recognises its retained interest in the asset and
an associated liability for the amounts it may have to
pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset's carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the relevant
lease.

The Group as lessee

Operating lease payments, including the cost of acquiring
land held under operating lease, are recognised as an
expense on a straight-line basis over the lease term.
Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are
incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically, the
minimum lease payments (including any lump-sum upfront
payments) are allocated between the land and the building
elements in proportion to the relative fair values of the
leasehold interests in the land element and building
element of the lease at the inception of the lease.
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NE+=—HA=+—HL-%Z For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leasing (Continued)
Leasehold land and building (Continued)

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a straight-
line basis. When the lease payments cannot be allocated
reliably between the land and building elements, the entire
lease is generally classified as a finance lease.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing on the
dates of the transactions. At the end of reporting period,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing
on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not re-translated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise, except for exchange differences on
monetary items receivable from or payable to a foreign
operation for which settlement is neither planned nor likely
to occur (therefore forming part of the net investment in
the foreign operation), which are recognised initially in
other comprehensive income and reclassified from equity
to profit or loss on disposal or partial disposal of the
Group’s interests.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) using exchange rates
prevailing at the end of the reporting period. Income and
expenses are translated at the average exchange rates for
the period, unless exchange rates fluctuate significantly
during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under
the heading of the translation reserve (attributed to non-
controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal
of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary
that includes a foreign operation), all of the exchange
differences accumulated in equity in respect of that
operation attributable to the owners of the Company
are reclassified to profit or loss. In addition, in relation
to a partial disposal of a subsidiary that does not result
in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and
liabilities of that foreign operation and translated at the
rate of exchange prevailing at the end of the reporting
period. Exchange differences arising are recognised in
other comprehensive income.

Goodwill and fair value adjustments on identifiable assets
acquired arising on acquisition of foreign operations
before 1 January 2005 are treated as non-monetary foreign
currency items of the acquirer and reported using the
historical cost prevailing at the date of the acquisition.
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—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.

Taxation

Taxation represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit before taxation
as reported in the consolidated statement of profit or
loss and other comprehensive income because of items of
income and expense that are taxable or deductible in other
years and items that are never taxable and deductible. The
Group’s current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable
profits will be available against which those deductible
temporary differences can be utilised. Such deferred
assets and liabilities are not recognised if the temporary
difference arises from the initial recognition (other than in
a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.
not recognised if the temporary difference arises from the
initial recognition of goodwill.

In addition, deferred tax liabilities are

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments are
only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the assets to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.
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—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continued)

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

For the purposes of measuring deferred tax liabilities or
deferred tax assets for investment properties that are
measured using the fair value model, the carrying amounts
of such properties are presumed to be recovered entirely
through sale, unless the presumption is rebutted. The
presumption is rebutted when the investment property is
depreciable and is held within a business model whose
objective is to consume substantially all of the economic
benefits embodied in the investment property over time,
rather than through sale.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities
on a net basis.

Current and deferred tax is recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Retirement benefit costs

Payments to defined contribution retirement benefit plans
are recognised as expenses when employees have rendered
service entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense
unless another HKFRS requires or permits the inclusion of
the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries and annual leave) after
deducting any amount already paid.

Share-based payment transactions

Equity-settled share-based payment
transactions

Share options granted to employees

Equity-settled share-based payments to employees and
others providing similar services are measured at the fair
value of the equity instruments at the grant date.

The fair value of services received determined by reference
to the fair value of share options granted at the grant
date is recognised as an expense in full at the grant date
when the share options granted vest immediately, with a
corresponding increase in equity (share option reserve).

When the share options are exercised, the amount
previously recognised in the share option reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at
the expiry date, the amount previously recognised in share
option reserve will be transferred to retained profits.
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UNCERTAINTY

In the process of applying the Group’s accounting policies
detailed in note 3, management has made the following
estimation that have significant effect on the amounts
recognised in the consolidated financial statements.

The followings are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that may have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial
year.

Estimated impairment of goodwill
and intangible assets with indefinite
useful lives

Determining whether goodwill and intangible assets with
indefinite useful lives are impaired requires an estimation
of the value in use of the cash-generating units to which
goodwill and intangible assets with indefinite useful lives
have been allocated. The value in use calculation requires
the Group to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable
discount rate in order to calculate the present value. As
at 31 December 2018, the carrying amount of goodwill
and intangible assets with indefinite useful lives were
HK$112,776,000 and HK$35,377,000, respectively, (2017:
HK$69,574,000 and nil). Details of the recoverable amount
calculation are disclosed in notes 20 and 21.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Impairment assessment of trade
receivables (upon application
of HKFRS 9 with transitions in
accordance with note 2)

The Group uses provision matrix to calculate ECL for
the trade receivables. The provision rates are based on
repayment history and past due status of respective trade
receivables as grouping of various debtors that have similar
loss patterns. The provision matrix is based on the Group’s
historical default rates taking into consideration forward-
looking information that is reasonable and supportable
available without undue costs or effort. At each reporting
date, the historical observed default rates are reassessed
and changes in the forward-looking information are
considered. In addition, trade receivables with credit-
impaired are assessed for ECL individually. The provision of
ECL is sensitive to changes in estimates. The information
about the ECL and the Group’s trade receivables are
disclosed in notes 35 and 24 respectively.

Impairment assessment of trade
receivables (before application of
HKFRS 9 on 1 January 2018)

The Group made allowance for doubtful debts based on
assessment on the recoverability of trade receivables.
In determining whether an allowance for credit losses
is required, the Group took into consideration of the
customers’ credit history, settlement patterns, subsequent
settlements and aged analysis of the trade receivables.
Where the expectation of the recoverability of trade
receivables was different from the original estimate,
such difference would impact the carrying value of trade
receivables and allowance for credit losses in the period
in which such estimate had changed. As at 31 December
2017, the carrying amount of trade receivables was
HK$1,786,024,000 (net of allowance for credit losses of
HK$73,564,000).
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—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated allowance for inventories

The management of the Group reviews an aged analysis
at the end of each reporting period, and makes allowance
for obsolete and slow-moving inventory items identified
that are no longer suitable for use in operation. Estimation
of net realisable value are based on estimated costs of
completion, aging analysis, latest invoice prices and
current market condition. Where the net realisable value
is less than the carrying amount, impairment loss may
arise. As at 31 December 2018, the carrying amount of
inventories is approximately HK$831,485,000 (net of
allowance for slow-moving inventories of HK$22,168,000)
(2017: HK$914,032,000 (net of allowance for slow-moving
inventories of HK$21,684,000)).

Fair value measurements and
valuation processes

Some of the Group’s assets and liabilities are measured
at fair value for financial reporting purposes. The
management of the Group is responsible to determine the
appropriate valuation techniques and inputs for fair value
measurements.

In estimating the fair value of an asset or a liability, the
Group uses market-observable data to the extent it is
available. The Group may engage third party qualified
valuers to perform the valuation. The management of the
Group works closely with the qualified external valuers to
establish the appropriate valuation techniques and inputs
to the model, and will report the valuation findings to the
board of directors of the Company to explain the cause of
fluctuations in the fair value of the assets and liabilities.

The Group uses valuation techniques that include inputs
that are not based on observable market data to estimate
the fair value of certain types of assets and financial
instruments. Notes 15, 17, 19, 28 and 35 provide detail
information about the valuation techniques, inputs and key
assumptions used in the determination of the fair value of
various assets and liabilities.
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5.

REVENUE AND SEGMENT
INFORMATION

Revenue

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

Segment information

For management purposes, the Group’s reportable
operating segments under HKFRS 8 included five business
divisions, namely (i) solvents, (i) coatings, (iii) inks, (iv)
lubricants and (v) properties.

During the current year, 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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5.

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

REVENUE AND SEGMENT
INFORMATION (Continued)

Segment information (continued)

No operating segments have been aggregated in arriving at
the reporting segments of the Group.

The accounting policies of the operating segments are
the same as the Group’s accounting policies described in
note 3.

Segment profit or loss represents the profit earned or loss
incurred for the year by each segment without allocation
of interest income, fair value change on derivative financial
instruments, central administration costs, finance costs and
unallocated other income. This is the information reported
to the Chief Executive Officer of the Company, the Group’s
chief operating decision maker, for the purposes of
resource allocation and performance assessment.
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HE—Z—\FE+=-A=1—HILFE For the year ended 31 December 2018

EEBENDEER 2 5. REVENUE AND SEGMENT
INFORMATION (Continued)
78

B8 =) Segment information (continued)

(a) DHEEXERNRES (a) Segment revenue and results
AREBROBEFERA 2R An analysis of the Group’s revenue and results by
REEQBEIA D ZEETER reportable and operating segments for the year
FEOMWMT under review is as follows:

S

aH 2y e ) ng SRS H# &a
Reportable
segment

Solvents  Coatings Inks  Lubricants  Properties total  Elimination Consolidated

TER TER TER TER TER TER TER TER
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

BE-E-N\E Year ended
+ZB=t-ALEE  31December 2018

PEEFE Segment revenue

RPANESE Revenue from contracts

—RE-BERYER with customers —
recognised at a

point of time
HOMEE External sales 8,806,956 1,826,136 1,474,084 270,499 — 12,371,675 — 12,377,675
HERHE Inter-segment sales 140,668 9% 659 70 — U (141491) =
HEEMA External rental income - - - - 10,608 10,608 — 10,608
AEREERA Inter-segment rental
income - - - - 440 440 (440) -
k) Total 8,947,624 1,826,230 1,474,743 270,569 11,048 12,530,214 (141,931) 12,388,283
E4 Results
PEEE Segment results 344,689 (6,497) 39,569 (38,660) 138,697 477,798 278 478,076
AARMA Unallocated income 21,784
AHEER Unallocated expenses (20,034)
BHER Finance costs (67,512)
BHaaH Profit before taxation 412,314
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

5. EXHEERTEER »

THEER #)
(a) " HEXBEREE &)

5. REVENUE AND SEGMENT
INFORMATION (Continued)

Segment information (continued)

(a) Segment revenue and results (Continued)

CEE
B 2H he B nE  pREE 4 &a
Reportable
segment
Solvents Coatings Inks  Lubricants  Properties total  Elimination ~ Consolidated
TR TiEn Tikn Tin TAL FiEn Tikn Tin
HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000
BE-g-tk Year ended
+ZB=t+-HLEEE  31December 2017
AEEXR Segment revenue
HMEE External sales 6,935,222 1,642,351 1,409,261 293,167 — 10,280,001 — 10,280,001
PEREE Inter-segment sales 111,656 7275 an 60 - 119,468 (119,468) -
ok Total 7046878 1649626 1,409,738 293,227 — 10,399,469 (119,468) 10,280,001
£ Results
PEXE Segment results 393,338 8,291 54,984 (8,405) 39,641 487,849 (197) 48765
E 0N Unallocated income 9,897
KOEER Unallocated expenses (50,325)
BEER Finance costs (56,269)
B AR Profit before taxation 390,955
W : #E-FT—-NF+=A Note: During the year ended 31 December 2018, the

=+—HLEE £&
ECET o EEE I
BERAMESE -AEIK
A 11,048,000 7L I8 2
AEZE T —N\F
+ZAZ+—RALFE
ZHOBEER - BEZ
Z—+tF+ZRA=+—
HIEFEZzHE KA
13,838,000 JT I #& &
I AZEZDEEE
B REAEHESHEIF
BKe

B BEEHEE A A
EUERESMEE TS WA

Z 1R
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Group revised the organisation of segments and
properties segment was shown. Rental income of
HK$11,048,000 was now presented as segment
revenue for the year ended 31 December 2018.
Rental income of HK$13,838,000 for the year ended
31 December 2017 was not restated as segment
revenue for that year as the amount was not
significant.

Inter-segment sales/rental income are charged at the
similar terms as external sales/rental income.



B3R & FINANCIAL STATEMENTS |

5.

REPBREMEE

Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

EEBERI>PEER & 5. REVENUE AND SEGMENT
INFORMATION (Continued)

THEER#) Segment information (continued)

(b) H &R (b) Other information
RETENBESEXHEEE Amounts included in the measurement of segment
RAEET R : profit or loss or segment assets:

CES
BH 2R e AR ng  SEEH t¥ G4
Reportable
segment
Solvents  Coatings Inks  Lubricants  Properties total  Corporate Consolidated
TER THT iR Thn THR THT Tin TER
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000
HE-3-N\% Year ended
tZB=t-ALEE  31December 2018
ERHEEFE(ME)  Additions to non-current
assets (note) 164,527 146,670 39,784 29,129 - 380,110 1433 381,543
0% BERZEZHE  Depreciation of property,
plant and equipment 87,606 39,491 39,952 5,090 594 172,733 8,425 181,158
BlLEMLHAS Release of prepaid lease
payments 1,491 2,750 945 - 174 5,360 1,384 6,744
BVAEEY Amortisation of intangible
assets - 1,742 319 - - 2,061 - 2,061
BHEUFEZCER  Netimpaiment loss
HEERTE recognised on trade
receivables 13.94 (4,157) (1,289) 522 - 9,017 - 9,017
BHEEREED) Allowance for (reversal of)
slow-moving inventories 4,069 (1,775) (103) 3,610 - 5,801 - 5801
HEGE Written off of inventories 5,420 4,065 4,081 3,41 = 16,807 = 16,807
BELHESR Impairment loss of
goodwill 642 - - - - 642 - 642
HE/HENE BER  Netloss on disposal
FEEERE written off of property,
plant and equipment 2,431 2,569 4,138 144 1,611 30,893 - 30,893
Eli-HBERAAEE  Shareof result of an
associate - - - 1,199 - 1,199 - 1,199
HERMERSHEE 2 ME  Gain on disposal of other
non-current asset - - - = = = (6,460) (6,460)
RENEAAEEEH 2ME  Gain on fair value change
of investment properties - - - - (115771)  (115,77) - (115,771)
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BE2—ZT— \F+_-_A=+—HIFZ For the year ended 31 December 2018

5. EXBERITBER w0 5. REVENUE AND SEGMENT
INFORMATION (Continued)
THEER #) Segment information (continued)
(b) HME R (2 (b) Other information (Continued)
CEE
B 2H he B nE  pREE i3 4 &a
Reportable
segment
Solvents Coatings Inks  Lubricants ~ Properties total  Corporate  Consolidated
T#n TiEn Tikn Tin TAL FiEn Tin Tin
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
BE-Z-t% Year ended
+ZA=1-ALEE 31 December 2017
FEBEERE (M)  Additions to non-current
assets (note) 30,835 16,439 22,140 1,741 - 71,155 133,464 204,619
NE MERAGEZHE  Depreciation of property,
plant and equipment 112,837 36,700 34,531 4841 1,605 190,514 8,101 198,615
BhERLHES Release of prepaid lease
payments 1428 2,666 915 - 554 5,563 1,340 6,903
AREERS Amortisation of intangible
assets 501 - 27 - - 728 12 740
BARYGEZERAAMA Netimpaiment loss
BEFE recognised on trade
receivables 361 10,662 3,883 (560) - 17,59 - 17,59
BEEERE(RE) Allowance for (reversal of)
slow-moving inventories - (2,475) 200 1,026 - (1,249) - (1,249
HHEE Written off of inventories 5421 2,826 2,582 1,481 - 12,310 - 12,310
HE/EENE EER  Netloss on disposal
R EREE written off of property,
plant and equipment 2,602 2,990 2,386 428 69 8475 12 8,487
AEHERE 2 AEFS  Impaiment loss on AFS
investment — — — — — — 1971 1971
REMELAERS2NE  Gain on fair value change
of investment properties - - - - (44,079) (44,079) - (44,079)
Wi : ERBEETBELR Note: Non-current assets excluded financial instruments.
TA-
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EEBENTEBEER 2 5. REVENUE AND SEGMENT
INFORMATION (Continued)

Segment information (continued)

PEER @)

AEBZIEREELEDLE
BAMAREERDSHEAE

(c)

(c) An analysis of the Group’s segment assets and
segment liabilities by reportable and operating

ST : segments is as follows:
BH BH ha AR % &4
Solvents Coatings Inks  Lubricants  Properties Consolidated
TER TER TER TEn TEn Tén
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000
RZB-NE At 31 December 2018
t=A=t-8
BE Assets
NERPEEE Reportable segment assets 3,095,182 1,375,517 1,567,502 220,318 456,992 6,715,511
HpRAREE Other unallocated assets 1,605,199
GARBEE Consolidated total assets 8,320,710
8f Liabilities
NERDEER Reportable segment liabilities 1,262,621 421,24 351,307 44,824 73438 2,153,414
ERH Taxation payables 61,446
EEHBAR Deferred tax liabilities 11,168
Ht AP REE Other unallocated liabilities 2,660,256
GARBRfR Consolidated total liabilities 4,886,284
3 2H hE BER nx 54
Solvents Coatings Inks ~ Lubricants Properties  Consolidated
T TAL A T AL A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=%-1# At 31 December 2017
t=A=t-8
BE Assets
BEET 13- Reportable segment assets 3,221,620 1,357,893 1,670,853 146,872 351,085 6,748,323
AR EE Other unallocated assets 1319,823
GRBEE Consolidated total assets 8,008,146
8f Liabilities
I2RABAG Reportable seqment liabilities 1,003,468 432,762 403,786 48,051 6,623 1,894,690
[ EE Taxation payables 88,720
EEREEE Deferred tax liabilities 42,309
A RAEAR Other unallocated liabilities 2,491,249
GABAR Consolidated total liabilities 4,516,968
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

5. EXHERTEER

THEER #)
(d) AEES ERBRAIREE
EENHE

s KREHRITHER R
THRHERRE  Ht
FRBEE 1TES
MTA AHEER
ﬁ‘ﬁ@ﬁﬁﬁkﬁ
ftb 2 T W R 2
E&E@*nﬁéé
S FTBEENEER

W=
rEDE K&

e MREMNBK EEH
HAEfE TEERT
L BEREMERSD
E’Efaé’l\ B RIERE

77@ /'\ﬂ-Eo

D

it & E R

 E - N\F+=ZA=+—8H
ILEFE AEEHEHINEPZEE
5 BRIBHKE R EARILAM
E(FEDMNEF(MEBEXE
ZEBRBFEMS)  HE&HE
7$10,200,624,0008 T (=& —+
£ :9,201,039,000 JT) ° /N &
BERAKBOIIEREEE (TBIELT
BT E)MURAFREFEZ
EERECZEBARMAENRT) &
% %8 51,861,924,000 T (= &
—-+4F :2,009,148,0007& 7T ) °

FEEF

RMERSME - NEEREA @
AEFEMAREEREEET
Szt
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5. REVENUE AND SEGMENT

INFORMATION (Continued)
Segment information (continued)

(d) For the purposes of monitoring segment
performances and allocating resources between
segments:

o all assets are allocated to operating segments
other than short-term bank deposits, bank
balances and cash, other non-current
asset, derivative financial instruments, AFS
investment, equity instruments at FVTOCI and
other unallocated assets; and

o all liabilities are allocated to operating
segments other than taxation payables,
deferred tax liabilities, derivative financial
instruments, borrowings and other unallocated
liabilities.

Geographical information

The Group's revenue from external customers for the year
ended 31 December 2018 was substantially generated
from customers located in the People’s Republic of China
(the "PRC") (place of domicile of the group entities that
derive revenue) amounting to HK$10,200,624,000 (2017:
HK$9,201,039,000). Substantially all of the Group’s non-
current assets excluding derivative financial instruments
were also located in the PRC (place of domicile of the
group entities that hold such assets) amounting to
HK$1,861,924,000 (2017: HK$2,009,148,000).

Major customers

No individual customer of the Group has contributed
over 10% of the revenue of the Group for both reporting
periods.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

6. DIRECTORS’ REMUNERATION AND
EMPLOYEES' EMOLUMENTS

The emoluments paid or payable to each of the 9 (2017: 9)

IBEFFAZMEMT ¢ directors were as follows:
HirEs FHTES BUEHfES
Executive directors Non-executive directors Independent non-executive directors
BT I AR ESR BERS  RAY  ERE #EF MA)M At THEEAR
Ho Pak
Yip Wong Ho Ip Tong Ng Wong Ku  Chuen, Management
Tsz Hin Yuk?  SaiHou ChiShing WuiTung® SiuPing® Kong Chi YuenFun  Patrick? Total  executives
Tén TEn TEr TER TER TEn TEn TER TR TER TER
HK$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HKS$'000  HKS'000  HKS$'000  HK$'000  HK$'000 HK$'000
(W&o (K
(notec)  (notec)
BE-Z-N\% Year ended
+=A=+-A 31 December 2018
L5E
fe Fees 400 400 400 - 137 200 500 300 115 2,452 -
EpMe Other emoluments
HeREMER Salaries and other
(Kita) benefits (note a) 3,344 2,656 1,908 1,436 - - - - - 9,344 10,878
MERL(KiEb)  Discretionary bonus
(note b) 4 4 4 - - - - - - 14 1,831
RIVERIFEIER  Retirement
benefit scheme
contributions 235 100 176 - — — — — — 511 678
Heeg Total emoluments 406 323 2531 1436 137 200 500 300 15 12,448 13,387
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

6. EEFMREEMN=

6. DIRECTORS’ REMUNERATION AND

() EMPLOYEES’' EMOLUMENTS (continued)
NniTEs FHfEs BukafEs
Executive directors Non-executive directors  Independent non-executive directors
LSS g fAtx  BER  ERH EER RAT  EES  4EM ait TRERAR
Yip Wong Ho  Kwong Ip Tong Ng Wong Ku Management
Tsz Hin Yuk®  SaiHou Kwok Chiuv* ~ ChiShing WuiTung®  SiuPing*  Kong Chi ~ YuenFun Total  executives
Tér TEx  TEr  TExr  TEr  TEr  TEr  TEr  TEr TEn Titrn
HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000 HK$'000
(M) (Krakc)
(notec)  (notec)
HE-E-tE Year ended
+-A=1+-H 31 December 2017
LEE
#e Fees 400 400 400 400 — 320 200 500 300 2,920 -
HbMe Other emoluments
ESREMREA  Solaries and other
(Hita) benefits (notea) 3228 2546 183 1537 1432 - - - — 10586 10,714
Kigra Discretionary bonus
(Hf3t) (note b) - - 7 - - - - - - n 1819
RIRRRIELR  Retirement
benefit scheme
contributions 24 97 170 142 = = = = = 633 634
Heasm Total emoluments 3,852 3,043 2,484 2,079 1,432 320 200 500 300 14210 13,167

NEFMRATETZMEEEY
MREREERRALAEEE
BIRE 2R o LA L RIEATT
EERBUPTEST IS X
BYRREER/RARRAEFREMR

Z MR e
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The executive directors’

emoluments shown above

were mainly for their services in connection with the
management of the affairs of the Company and the
Group. The emoluments of the non-executive directors and
independent non-executive directors shown above were
mainly for their services as directors of the Company.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

6. DIRECTORS’ REMUNERATION AND

EMPLOYEES' EMOLUMENTS (continued)

Notes:

(a) The directors’ salaries and other benefits above included
operating leases rentals of HK$1,310,000 (2017:
HK$1,560,000) for the year ended 31 December 2018.

(b) The discretionary bonus is determined with reference to the
operating results, individual performance and comparable
market statistics during the year.

(c) Mr. Yip Tsz Hin and Mr. Wong Yuk were the Co-Chief
Executive Officers of the Company, and their emoluments
disclosed above included those for services rendered by
them as the Chief Executive.

# Re-designated as a non-executive director of the Company
on 1 January 2019.

e Terms of directorship lasted until the conclusion of 2018
annual general meeting held on 5 June 2018.

* Resigned as an executive director of the Company with
effect from 1 January 2018.

% Retired and resigned as an independent non-executive

director of the Company with effect from 1 January 2019.

" Appointed as an independent non-executive director of the
Company with effect from 5 June 2018.
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BE2—ZT— \F+_-_A=+—HIFZ For the year ended 31 December 2018

6. EEFHREEMN S 6. DIRECTORS' REMUNERATION AND
() EMPLOYEES' EMOLUMENTS (continued)
REBSUMERE AL H3MU Of the five individuals with the highest emoluments in the

(ZE2—tF AU)REARAE
FORFZMEFRBER EXH
FooHMU(ZF—LF 1)
ALTZMEWT ¢

Group, three (2017: four) were directors of the Company
whose emoluments are disclosed above. The emoluments
of the remaining two (2017: one) individuals were as
follows:

—E-N\F —FT—tF

2018 2017

F#&ET FHET

HK$000 HK$'000

e & HE i 1E T Salaries and other benefits 3,566 2,298
B & FE 4L Discretionary bonus 2,904 1,819
RAIKRE F Retirement benefits 83 —
6,553 4,117

EMEREHE  ARBELEAS
UExSHFAL(BEES)INE
SIEMARE EMARZ B2 x
BERUIR(E - O - REEEHEM
EHREMEAREEAME -

Hep2 (2 —+1F 1) AL
ZHEHBEWT

During both reporting periods, no emoluments were paid
by the Group to the five highest paid individuals, including
directors, as an inducement to join or upon joining the
Group or as compensation for loss of office. In addition,
no director waived any emoluments during both reporting
periods.

The emoluments of the remaining two (2017: one)
individuals were within the following bands:

—E-N\#F —T—+tF

2018 2017

EEA™Y BB AH

No. of No. of

employees employees

2,000,001% 7T £2,500,0007% 7t HK$2,000,001 to HK$2,500,000 1 —
4,000,0017% 7T £4,500,0007% 7t  HK$4,000,001 to HK$4,500,000 1 1
2 1
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

6. EEFTMHNREEMHE 6. DIRECTORS’ REMUNERATION AND

() EMPLOYEES' EMOLUMENTS (continueq)
TBREBAEB(TREARAE The emoluments of the management executives (excluding
B)IzHMesmENT : the directors of the Company) were within the following
bands:
—E-N\F —E—+F
2018 2017
EEAH EB A
No. of No. of
employees employees
Z AT %£1,000,000% 7T HK$0 to HK$ 1,000,000 1 —
1,000,001/ 7C £1,500,000/8 7t  HK$1,000,001 to HK$1,500,000 2 4
1,500,001 7C £2,000,000/8 7t  HK$1,500,001 to HK$2,000,000 1 1
2,000,0017# 7T £2,500,000/# 7t HK$2,000,001 to HK$2,500,000 2 1
4,000,001 7t £4,500,000/% 7t  HK$4,000,001 to HK$4,500,000 1 1
7 7
7. EHEEFERER 7. OTHER GAINS AND LOSSES
AREBZHMWF(BER)BE : The Group's other gains (losses) comprise:
—E-N\F —ET—tF
2018 2017
TET FAT
HK$'000 HK$'000
Hih N8 225  Net exchange (loss) gain arising from
MmE 4+ 2 FIE K other foreign currency balances and
(E18) = transactions (8,219) 2,193
B FREWHIEEM®ZR  Netimpairment losses recognised on
BB 18 F 58 trade receivables (9,017) (17,596)
e R EEE Impairment loss on goodwill (642) _
At ERE 2 BEEE Impairment loss on AFS investment — (1,971)
HE Y% - BE K& Net loss on disposal/written off of
R BB ERE property, plant and equipment (30,893) (8,487)
HEFELRE Z2EE2  Gain on disposal of assets held for sale
Wz 2,727 —
HE—FMBARZ Gain on disposal of a subsidiary
Wz (B #E33) (note 33) 28,406 —
EYMENREES 2  Gain on fair value change of investment
Wz (ME3E5) properties (note 5) 115,771 44,079
HEHEMIEREEE  Gain on disposal of other non-current
g asset 6,460 —
104,593 18,218
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

8. BBEH 8. FINANCE COSTS
—E-N\F —F—tF
2018 2017
FET FET
HK$'000 HK$'000
RITEEZFE Interest on bank borrowings 68,391 49,843
EERFREBREZIME Net (gain) loss arising on interest rate
RN R HEE 2 swaps designated as cash flow hedges
(W) B8 558 of floating rate debts (879) 6,426
67,512 56,269
9. BRFBANHEF 9. PROFIT BEFORE TAXATION
—E-N\F —F—tF
2018 2017
FET FHET
HK$'000 HK$'000
KBRS A YA OB % Profit before taxation has been arrived at
BIRBIES after charging:
ME - WME KRR 2ITE  Depreciation of property, plant and
equipment 181,158 198,615
B R EERBETER Less: capitalised in inventories (105,844) (100,215)
75,314 98,400
BTHA  BREEFERFM Staff costs, including directors’
(P 3E6) remuneration (note 6) 659,473 629,518
o RNIEER BT AR Less: capitalised in inventories (209,324) (214,530)
450,149 414,988
FHEMEZLEHEMFK  Operating lease payments in respect of
rented premises 19,518 19,881
T L 70 5 B 8 Release of prepaid lease payments 6,744 6,903
mIEERE Amortisation of intangible assets 2,061 740
Z SN & Auditor’s remuneration 3,100 3,830
BT BB Allowance for slow-moving inventories 5,801 —
BRAEMIZ 2 FEKA Cost of inventories recognised as an
expense 10,855,134 8,739,490
HETE Written off of inventories 16,807 12,310
WEF AR5 &I : and after crediting:
YT SR RO Reversal of allowance for slow-moving
inventories — 1,249
FEUA Interest income 11,408 9,478
BERZBN/EENE Government grants recognised 13,600 15,794
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BEPRPEMSTRERDERR
EBEERGD - PREWE R
ZHEGZZTNF-—A—Hi
525% ©

AARETRHAEELE ZHBA
AINEEBRIERRTRMERK
BRRPEABME B EE
XX BARFZBEISNZIMER
K -REPERBHRERFTFARK
ERBEBRAIERE -

TEMBIERBETFBECEMSH
EEHGEARETHRBENE QA
BE-ZZZN\F—A—HRBKDRZ
wHRP SR REHERFIE -
W OB T KPS R B B R O AR
FERKREDIKA MR F AR
5%%E 10% 2 ft B R ENF o
BHE-_Z—N\F+=ZA=+—
BIEFE AEEREBCEMS
FERI0% 2 HEREE —H
EfBARZKEERENM
#91,498,000 L (=T — £ F ¢
18,625,000/ 7T ) °

REMREEREEZRATIIZ
ERr AR ZBITHEE -

10. $i 18 10. TAXATION
N —T—tF
2018 2017
FHET FET
HK$’000 HK$'000
BNERFRTE — R Current tax — PRC

KEE Current year 96,987 108,724
TEH Withholding tax 25,229 29,273
122,216 137,997

iE FE 5 18 (B 5%30) Deferred taxation (note 30)
BB Hong Kong 1,573 (1,060)
i PRC 34,060 (668)
35,633 (1,728)
157,849 136,269

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

Certain of the Group’s subsidiaries operating in the PRC
are either 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.

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 year ended 31
December 2018, the Group recognised the withholding tax
of approximately HK$1,498,000 (2017: HK$18,625,000) in
respect of the gain on transfer of a subsidiary in the PRC
with tax rate of 10% under the EIT Law.

Taxation arising in other jurisdictions is calculated at the
rates prevailing in the relevant jurisdictions.
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10. ﬁé I8 () 10. TAXATION (continued)
R B B AT R R 2 S EE N The charge for the year can be reconciled to the profit
T before taxation as follows:
—ZE-N\F —ET—tF
2018 2017
FET FAET
HK$’'000 HK$'000
R 25t B A Profit before taxation 412,314 390,955
BAMFTS MM E25%  Tax charge at the domestic income tax
(ZZF—LtF :25%) rate of 25% (2017: 25%)
AAEZBEX N 103,079 97,739
DA 2 B Tax effect of expenses not deductible for
2 tax purposes 29,279 29,263
FARBIWA 2B Tax effect of income not taxable for tax
w8 purposes (19,516) (12,213)
AERBIBER 2B Tax effect of tax losses not recognised
TE 74,883 61,599
FRZATRERTIE Tax effect of utilisation of tax losses
BiEBBETE previously not recognised (11,877) (11,934)
ETHEARZBEETE Effect of income tax on concessionary
HREH o2 rates for certain subsidiaries (42,102) (57,751)
HARD KM ZFBHH  Effect of withholding tax on
-7 - undistributed profits 21,655 10,345
HE-—ERBEARZ Effect of withholding tax on gain on
Wz BN transfer of a subsidiary 1,498 18,625
Hit Others 950 596
RNFEHIA Taxation for the year 157,849 136,269
K TSR MK ERAANEEE The domestic income tax rate is a tax rate in the
REDEFEFIERERR 2R o jurisdiction where the operation of the Group is

substantially based.
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11. K E 11. DIVIDENDS
—E-N\F —E—+F
2018 2017
THET FAT
HK$'000 HK$'000
FRERR/IKEZRE Dividends recognised as distribution during
the year:
ZE-)N\FHBERES Interim dividend for 2018 of HK6.0 cents
FR6.08IL (ZF— (2017: HK5.0 cents) per share
4 - 5.084L) 33,838 28,194
ZE—LFHRRE Final dividend for 2017 of HK10.0 cents
Fi210.08M (=ZF— (2016: HK10.0 cents) per share
7NEE 2 10.07840) 56,389 56,389
90,227 84,583
EEEEREE—_E—NEFE+= Final dividend equivalent to HK10 cents per share totalling
A=+—HIEERZEHEERE not less than HK$56,402,000, in respect of the year ended
AR10B L 2 B RAR B - 2 & 5T 31 December 2018 has been proposed by the directors
> 156,402,000 7T ° IR B F X and is subject to approval by the shareholders in the
RAEERERIEBF RS E#t& - forthcoming annual general meeting.
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12. 3R A F 12. EARNINGS PER SHARE
ARRIREEMLEFRERNREE The calculation of the basic and diluted earnings per share
BADERTYHESE - attributable to owners of the Company is based on the

following data:

—E-N\F —E—+F
2018 2017
THERT FET
HK$’'000 HK$'000
ANAFIRREREEARFALF]  Profit for the year attributable to owners
AR AR E SR of the Company and earnings for
AEARANEBERF 2 BT the purposes of calculating basic and
diluted earnings per share 184,805 170,560
R EE
Number of shares
T &
‘000 ‘000
ARETESREARZETZ  Weighted average number of shares
INFE AR 2 for the purpose of calculating basic
earnings per share 563,933 563,874
AIREE L MR EA 2 B8 Effect of dilutive potential ordinary shares:
TE
AR i Share options 30 59
ARt EER#ERT| 2 Weighted average number of shares for
DN AR £ the purpose of calculating diluted
earnings per share 563,963 563,933
HESRBERNEYE/KRSE The computation of diluted earnings per share does not
RN TF 2 B %4.050% 7T assume the exercise of the Company’s options at exercise
4536 T R5.9428 T Y T (EE prices of HK$4.050, HK$4.536 and HK$5.942 because
BT E BEREE_ET—N\EEK— the exercise prices of those options were higher than the
T+ EZEEREZTEES average market price for shares for both 2018 and 2017.

R 2 FHTIE -
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13. PROPERTY, PLANT AND

EQUIPMENT
et HH-£E
ERIE RET REAZRE RE HEREE &t
Furniture,
Leasehold fixtures
Construction landand  and office Motor Plant and
in progress buildings  equipment vehicles  machinery Total
FHL FEL FHL FEL TEL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(H3E)
(Note)
HAE CosT
RZZE—+&-A—-H At 1 January 2017 46,656 872,967 159,308 36,792 1,234,699 2,350,422
LR Currency realignment 3,622 68,990 10,107 2,776 104,094 189,589
NE Additions 264 115,826 25,817 1,752 39,041 182,700
HE Disposals/written off (2,098) (1,363) (2,023) (2,704) (20,780) (28,968)
BAREMEELZERE  Surplus on revaluation arising
B from transfer to investment
properties - 31,702 - — - 31,702
HEARENE Transfer to investment
properties — (38,333) — — — (38,333)
ENDBARELE Reclassified as held for sale — (4,263) — — — (4.263)
A\ZZ—+E+-R At 31 December 2017
=T—H 48,444 1,045,526 193,209 38,616 1,357,054 2,682,849
B Currency realignment (3,151) (46,925) (7,503) (1,754) (71,595) (130,928)
ENNE Reclassifications (9,409) 9 9,311 = = =
NE Additions 71323 509 10,280 3,876 132,802 154,790
e/ Disposals/written off = (2,298) (2,944) (6,303) (68,040) (79,585)
WELEBEA(MEES2)  Acquired on acquisition of
business (note 32) — — — — 993 993
HE—BABAR(KE33) Disposal of a subsidiary
(note 33) — (7,739) — — — (7,739)
BRNBARELE Reclassified as held for sale
(M3E17) (note 17) — (4,340) (2,492) - (11,525) (18,357)
RZE-NE+=H At 31 December 2018
=t+-H 43,207 984,831 199,861 34,435 1,339,689 2,602,023
RERAE DEPRECIATION AND
IMPAIRMENT
RZZ—+E-A—-H At 1 January 2017 — 183,629 107,423 27,991 433,449 752,492
LEES Currency realignment = 13,366 6,150 2,360 45,754 67,630
KERE Depreciation for the year - 32,906 18,160 2,848 144,701 198,615
e/ FHEHH Eliminated on disposals/written
off — (1,014) (1,737) (2,112) (14,615) (19,478)
BARB LS Elimination on transfer to
investment properties - (3,733) - — - (3,733)
BN EREELE Reclassified as held for sale - (1,597) — — — (1,597)
RZE—tF At 31 December 2017
+-A=1—-H — 223,557 129,996 31,087 609,289 993,929
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13.M¥ BEERKRE® 13. PROPERTY, PLANT AND EQUIPMENT

(Continued)
HE+H# HH - £B
EBIR REF REAZRE RE HEREE &it
Furniture,
Leasehold fixtures
Construction landand  and office Motor Plant and
in progress  buildings  equipment vehicles  machinery Total

TAT TATL TATL TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(Ri3t)
(Note)
FERAE DEPRECIATION AND
IMPAIRMENT

BHEE Currency realignment - (13,054) (5,564) (1,459) (41,051) (61,128)

AERE Depreciation for the year = 32,845 17,126 2,09 129,092 181,158

HE /SR Eliminated on disposals/iwritten

off — 2m) (2,402) (5,109) (38,888) (46,676)

HE-BIBAREMEE  Elimination on disposal of a

(W3133) subsidiary (note 33) = (7,325) — = = (7,325)
ENABERBENLE Reclassified as held for sale

(WE17) (note 17) - (2,883) (2,059) - (11,081) (16,023)
RZZ-N\F+2A At 31 December 2018

=t-A — 232,863 137,097 26,614 647,361 1,043,935
REE CARRYING VALUES
RZE-NE+TZA At 31 December 2018

=t-A 43,207 751,968 62,764 7,821 692,328 1,558,088
RZE-tF+2A At 31 December 2017

=+-A 48,444 821,969 63,213 7,529 747,765 1,688,920

ARtz mE - RE RR#EIE The above items of property, plant and equipment, other

B(TEEEREIR)IIUESE than construction in progress, are depreciated on a

BRATERFTE : straight-line basis at the following rates per annum:

HE+H UHREy M ERHE Leasehold land Over the remaining term of the

lease

Bx IFE 7 MG ERR Buildings Over the shorter of the remaining

25%  WBREEHE term of the lease or 2.5%

G -BBE 45%%F25% Furniture, fixtures and 4.5% to 25%

YNEET ] office equipment

L 9%%25% Motor vehicles 9% to 25%

BE L= 5%2Z20% Plant and machinery 5% to 20%

M : BE—E—+E+-A=+— Note: During the year ended 31 December 2017, the directors of
BIrEE  AATBEEERE the Company reviewed the estimated useful life of certain
FTHERMKE Y HtaFAE plant and machinery and considered the average original
B YR2AZERERKER estimated useful life of these plant and machinery had been
ANy EHGESAERESRD H changed from 11 years to 6 years. The effect of change in
NEBRBEE -NBREEE - estimated useful life of these plant and machinery were
7 = g B2 T MK 92 5 fE =T {35 accounted for on a prospective basis and was recognised
EEE L Y SRR E R as additional depreciation expense of approximately
AW R AT ER T4 HK$59,030,000 in the prior year.

59,030,000/% JT ©
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14. BT & 14. PREPAID LEASE PAYMENTS
—B-N\E  —F—+F
2018 2017
FET FET
HK$'000 HK$'000
REEZEMN THEE The Group's prepaid lease payments
B comprise:
R BERE ZEE T Leasehold land located in the PRC 238,769 268,196
TEREREDT Analysed for reporting purposes as:
JEmBEE Non-current assets 232,436 261,017
MENEE Current assets 6,333 7,179
238,769 268,196

15.

BEEMN Lt HEHS 2 HEFHN

The lease term over which the prepaid lease payments are

F205F E504F amortised ranged from 20 years to 50 years.
REY = 15. INVESTMENT PROPERTIES
FHET

HK$'000
ARE FAIR VALUE
RZZE—+tF—HA—H At 1 January 2017 226,330
BT Currency realignment 6,142
NE Additions 21,620
BYE BEERRESEA Transfer from property, plant and equipment (note)

(H¥sE) 34,600
NI EE N Increase in fair value 44,079
WZZ—+F+=A=+—H At 31 December 2017 332,771
Bk Currency realignment (3,574)
RNIEE N Increase in fair value 115,771
ENOBEABIELE Reclassified as held for sale (note 17)

(B &E17) (192,407)
RZZF—N\F+ZA=+—H At 31 December 2018 252,561

AEBEREVER _FT—N\F
tTZA=+t—HZARETRA
AEBYEREZBIAERE
XEEMREEMRET2MHE
BE -

The fair values of the Group’s investment properties as at
31 December 2018 have been arrived at on the basis of
valuations carried out at the end of the reporting period by
an independent qualified professional valuer, which is not
connected with the Group.
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15. REME ») 15. INVESTMENT PROPERTIES (continued)

HEDERAEZELBREE I
BRELEYEAHKZ2RBEBAT S
LABEREERSERRN TR
HFEE  HERKAEEE I
ARERERYEER cTIEHE
& RREMEBEESRKRAGIR
BERE EELEBEEENE
L B 2 B W) 355 AR T 05 AT #
"R 5 o WAERZERE I B
ZEUMFOEMSASEZES
WA - RIEETMEZ R RER -
MEZERSERERSZAEB A
% o

AEBUREAERTEZEEY
RZAREDPBRRBRIABERINE
=R -FARMEBARBELE=

M : B#E-_T—+F+-A=1+—
BILEEE AEBEFTHILH
M BERIBZHE I
BHBE FBLE =5 AEER
FALUWA - BAREMER -
ZEWMECDER  YBRBER
I %5 #931,702,0007% 7T ©

186 =ZERHIEEERAT —z— \FEEH

The valuation was arrived at by using direct comparison
approach assuming sale of the properties in their existing
states with the benefit of vacant possession and by making
reference to comparable sales transactions as available
in the relevant market, or by using income approach
taking into account the current market rent passing of the
property interest with due provision for any reversionary
income potential. The direct comparison approach is
based on market observable recent transactions of similar
properties in similar location. The income approach is
based on market observable recent rental income of similar
properties in similar properties in similar locations. In
estimating the fair value of the properties, the highest and
best use of the properties is their current use.

The fair value of the Group’s investment properties
situated in Hong Kong and in the PRC is classified as Level
3 of the fair value hierarchy. There were no transfers into
or out of Level 3 during the year.

Note: During the year ended 31 December 2017, the Group
changed the use of certain of its property, plant and
equipment and had leased them out to independent third
parties for rental income. Upon the transfer to investment
properties, these properties were revalued with a gain on
revaluation of approximately HK$31,702,000.
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15. REVWXE = 15. INVESTMENT PROPERTIES (continued)
TREBIWR_ZE—"NEFR_Z The following table gives information about how the fair
—+FE+_A=+—8BF@BWME values of these investment properties as at 31 December
ErTZEXEMEZALEGE 2018 and 2017 are determined (in particular, the valuation
HERER 2 G ERN RE A S techniques and inputs used), as well as the fair value
B)  URAREBEFERRERHA hierarchy into which the fair value measurements are
HEZIEBEREEETS B ZA categorised based on the degree to which the inputs to the
RERF 2 EER fair value measurements is observable.

REEHERRRRA
KRB RENEL ELEERARER
RER MERR GEETRIZEEAZE EXELBERAUE MEZBE

Carrying value of investment

properties held by the Group

in the consolidated statement of Fair value Valuation technique(s) Significant unobservable Relationship of unobservable
financial position hierarchy and key input(s) input(s) inputs to fair value
RZE-NE+ZA=1-H

At 31 December 2018

FEERNIARZREERIME  £=4 WK BHENERAREN BTARTSES(RATEE STHRASESNATIEAL
EERENRAARFEREN BR/GEMMBTERCE RUBLEEE UHRNE HEMBEARRELOAE-
230,000,000 7T SWARE RABRECEE  RERENEZGIMAN

ERERAGREEERE - BFRE BE BRE)N
F15.008 L E17.008 T R &
MMt ®4.0% o

The whole of Yip's Chemical Building  Level 3 Income approach taking into Market rent per square Aslight increase in the market
together with 4 lorry parking account the net rental income ~~ feet, using market direct rent per square feet or a slight
spaces and 4 private car parking of the property derived comparables and taking into decrease in the capitalisation
spaces in Hong Kong from the existing lease and/ account of location and other ~ rate used will increase
HK$230,000,000 or achievable in the existing individual factors such as significantly the fair value.

market with due allowance size, building facilities, levels,
for the reversionary income age of building, etc., which
potential of the lease. is ranging from HK$15.00/

sq.ft to HK$17.00/sq.ft and
capitalisation rate is 4.0%.
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15. REWE o)

15. INVESTMENT PROPERTIES (continued)

REAHBRREA
EREFRRENEL BEERRARER
REE MERH GERTRIEAAHE EXELBRBAYE MEZBE
Carrying value of investment
properties held by the Group
in the consolidated statement of Fairvalue  Valuation technique(s) Significant unobservable Relationship of unobservable
financial position hierarchy and key input(s) input(s) inputs to fair value
ERERAEEETHS EZR ERERE BRRERATHE STARER(RRTRERY BYARERMABAERSA
22,561,000/ 10 Z&%ﬁ”ﬁﬁﬁmtﬂwmﬁ BuBas v hpkR  AE-
ZAELBHER S EEMNER(HIPADN B

Tkt BE BRZ)NT

24,5007 2265008 7T ©
A certain portion of the Level 3 Direct comparison method Price per square feet, using Asslight increase in the price

assuming sale in their existing
states and by reference to
comparable sales transactions
as available in the relevant
market.

27th Floor of Fortis Tower
in Hong Kong
HK$22,561,000

RZE—t&+-f=1-H
At 31 December 2017

ERERMTAERGRERMME  £=f RE%E &
EEEEN AR RERE gzmElE  RATAEE
218,000,000/ 7T BERAGHRAERE -

The whole of Yip's Chemical Building ~ Level 3
together with 4 lorry parking account the current market
spaces and 4 private car parking rent passing of the property
spaces in Hong Kong interest with due provision
HK$218,000,000 for any reversionary income
potential.
188 =ZEAIEWMERAT —T—\5EFH

Investment approach taking into  Market rent per square

market direct comparables per square feet will increase
and taking into account of
location and other individual
factors such as size, building
facilities, levels, age of
building, etc., which is ranging
from HK$24,500/50.ft to
HK$26,500/sq.ft.

significantly the fair value.

ARENEBNEE STHRTSAL(RATSE BYIRTSEEMALERL

RUALREE UiHRipE HERKEABRRLAG
RAMEREZ (A -

BFRE BE BEE))N

F13.208 215108 T R &

At %3.6% «

Aslight increase in the market
feet, using market direct rent per square feet or a slight
comparables and taking into decrease in the capitalisation
account of location and other ~ rate used will increase
individual factors such as significantly the fair value.
size, building facilities, levels,

age of building, etc., which

is ranging from HK$13.20/

sq.ft to HK$15.10/5q.ft and

capitalisation rate is 3.6%.
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15. INVESTMENT PROPERTIES (continued)

REGHBRRRA
AEERBERENRL ELBERAREHR
KEE LAERN RERGRIEBANE EXELBRBAYE MEZBE
Carrying value of investment
properties held by the Group
in the consolidated statement of Fairvalue  Valuation technique(s) Significant unobservable Relationship of unobservable
financial position hierarchy and key input(s) input(s) inputs to fair value
FRERAEEETHS F= BEREBE RRERATHE BTHARER(RATSERN BYLIRERUABAEREL
21,647,000% T Z&%ﬁ”ﬁﬁﬁm%ﬂ%ﬁﬁ RULBYE LHRHER  AE-
ZUELBHER EfERRE(BImA) &
FRit-BE ERE)INT
18,8108 L 222,904 T ©
A certain portion of the Level 3 Direct comparison method Price per square feet, using Asslight increase in the price
27th Floor of Fortis Tower assuming sale in their existing ~ market direct comparables per square feet will increase
in Hong Kong states and by reference to and taking into account of significantly the fair value.
HK$21,647,000 comparable sales transactions location and other individual
as available in the relevant factors such as size, building
market. facilities, levels, age of
building, etc., which is ranging
from HK$18,810/5q.ft to
HK$22,900/sq.ft.
RPELBEREZIEREEE 224 ERRBE RRERATHE BTHAAERRATSERT BYHIAERUABAEREL
93,124,000 T REZREWETSLALEH ERBEE THRMER  AE-
ZTERBHER S EfERRE(BIMA)
FRiEBE BRE))NT
ARH4,000E AR 4,830
7o
An industrial development in Qingpu ~ Level 3 Direct comparison method Price per square meter, using A slight increase in the price

District, Shanghai, the PRC
HK$93,124,000

assuming sale in their existing
states and by reference to
comparable sales transactions

taking into account of location
and other individual factors
such as size, building facilities,
levels, age of building,

as available in the relevant
market.
etc., which is ranging from

market direct comparables and

per square meter will increase
significantly the fair value.

RMB4,000/sq.m. to RMB4,830/

sq.m.
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16. A —EBE AR Z 16. INTERESTS IN AN ASSOCIATE
=
—EB-N\F
2018
FTHET
HK$'000
—MIFE LBt E A RIIREK A  Cost of investment in an associate, unlisted 24,501
Rk EEEBEREMER Share of post-acquisition loss and
] other comprehensive expense (1,199)
B Currency realignment (13)
23,289
MNIREHAKR - REFHBE NG Z Details of the Group’s associate at the end of the reporting
HENMT period are as follows:
AEEEERE
BENRER HEMRVER FEEXHY EEzEDk TEEHR
Country of Principal place Percentage of equity
Name of associate incorporation  of business interest held by the Group  Principal activity
—E-N\FE —T—«tF
2018 2017
AL RE A ERE X B 27.75% — REAERBRHK
R A R 2 A
(MHdERE])
PRC PRC 27.75% —  Provision of car

maintenance
services
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

17. ASSETS CLASSIFIED AS HELD FOR

SALE/LIABILITIES ASSOCIATED
WITH ASSETS CLASSIFIED AS HELD
FOR SALE

On 5 December 2018, the directors resolved to dispose of
the entire interest in an indirect wholly-owned subsidiary
of the Company, Bauhinia Paints Manufacturing (Shanghai)
Company Limited (“Bauhinina Paints”), in the PRC. The
assets and liabilities, which are expected to be sold
within twelve months, have been classified as a disposal
group held for sale and are presented separately in the
consolidated statement of financial position (see below).
The net proceeds of disposal are expected to exceed the
net carrying amount of the relevant assets and liabilities
and accordingly, no impairment loss has been recognised.

The assets and liabilities of Bauhinia Paints classified as
held for sale are as follows:

—E2-N\F

2018

FET

HK$°000

VI - B KA Property, plant and equipment 2,334

wEYZE Investment properties 192,407

AL Prepaid lease payments 3,701

H Ath FE U AR 3R Other receivables 5,732

RITHEBR KRR S Bank balances and cash 135

DEARBIELECEERE Total assets classified as held for sale 204,309

HAth FE A 518 Other payables (2,301)

FERTRE R Taxation payables (2,933)

BEXERIBEE Deferred tax liabilities (64,928)
MO AFIEHE 2 EEMB  Total liabilities associated with assets classified as

ZafEHERR (70,162)
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DEAEBERESE 17. ASSETS CLASSIFIED AS HELD FOR

E/,\z WAEED SALE/LIABILITIES ASSOCIATED
ECEENHBZERS WITH ASSETS CLASSIFIED AS HELD
(4&) FOR SALE (Continued)

REGHERRRAREEFHE

PTEABELEZRENEL BLEERAHER
REE DRERH RHEENRIZEGAYE EXBLEEQAYE MEZBE

Carrying value of investment
properties classified as held for

sale held by the Group Relationship of
in the consolidated statement of ~ Fair value  Valuation technique(s) Significant unobservable unobservable inputs
financial position hierarchy  and key input(s) input(s) to fair value

ROBLEERECILHEER  £=4 EREBE BRRERATHE STHRER(RATSERE BYARERRARARR
192,407,000 75 ERESRAEBMELTE WELRYE Ui ki EVAYMER
SHCTENBHERS - HREAENAZRHIRA
NBFRIECBE - BR
Z)NTARET 500 E

AR 10,0007 ©
An industrial development in Qingpu  Level 3 Direct comparison method Price per square meter, using A slight increase in the price
District, Shanghai, the PRC assuming sale in their market direct comparables per square meter will
HK$192,407,000 existing states and by and taking into account of increase significantly the
reference to comparable location and other individual  fair value.
sales transactions as factors such as size, building
available in the relevant facilities, levels, age of
market. building, etc., which is
ranging from RMB7,500/

sg.m. to RMB10,000/sq.m.

R-E—+tF+-_A+=H & On 13 December 2017, a subsidiary of the Company had
NE—HBHBARE—ZBLFE entered into a provisional agreement for sale and purchase
=HIIVEEEEHE O UEE with an independent third party to dispose of an office
*J}EQE’\EFI BzHRAEWME - K premise located in the PRC. The directors of the Company

NFEEC N HEEFAEEEN assessed whether the held-for-sale criteria set out in HKFRS
FEHmAEER B[ HELE I 5 “Non-current assets held for sale and discontinued
MEBEENRDRIEREELIR operations” are met. Taking into account (a) the fact that
o ELEEE « @i R(a)i% the subject property is immediately available for sale, and
EHmERHENRBELEE - Rb)H (b) the conditions to be met to complete the disposal as
BETAHESHEES AT G A set out in the terms of the agreement, the disposal was
ez HER-ZTE—N\E completed in January 2018 and accordingly the relevant
— Bk RtHEBEYMER=-Z property was classified as held for sale as at 31 December
—+tFE+ZA=+—BoEAR 2017.

EHE -
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

18. AVAILABLE-FOR-SALE INVESTMENT

—E—tF
2017
FAET
HK$'000
A ERE R AFS investment comprises:
JEEMRARES - IEAER,  Unlisted equity securities, at cost less impairment
ERERREEE loss recognised 3,992

RBERAR - FFLHRAESFIR
RABEBREREFE  REZA
BRAREMBFHEEEAN - ABK
RAEZER/AAETEER SR

=

5 °

HEz_Z—+F+=-A=+—H
EFER AEBH-—FZBHIUE
=HAINEEHZE - LBEFRI
THEEREBEREERQA(—
MR BEEMKY 2 AR
BARFPIIBBEAER  Re R
8 A& AR #5,000,0007T (&R
5,753,000 ) - WMEH R 2 =
BEBAREZTAEERRER
ﬁggo

K2R R =F— N
F-A-—BRABEMBHREE
AR  ARER T —LF
TTA=T—HAZAHEERE
EEMOBRR/BEAREFAEM
2EHMmEzEmT A -

The unlisted equity securities were measured at cost less
impairment at the end of the reporting period because
the ranges of reasonable fair value estimates were so
significant that the directors of the Company were of the
opinion that the fair values could not be measured reliably.

During the year ended 31 December 2017, the Group
entered into a sale and purchase agreement with an
independent third party to acquire 3.33% equity interest in
the registered capital of XY T EEHEE B BR A A,
a company incorporated in the PRC, at a cash consideration
of RMB5,000,000 (equivalent to HK$5,753,000). The
principal activity of the investee is providing indoor
renovation and maintenance services.

As detailed in note 2, the Group’s AFS investment as at 31
December 2017 has been reclassified as equity instruments
at FVTOCI upon adoption of HKFRS 9 on 1 January 2018.
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19. R AAETAHEAM 19. EQUITY INSTRUMENTS AT
FTHKEZEEZITA FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME
—E-N\F
2018
FHER
HK$'000
FEETRE - Unlisted investments:

— RARE % - Equity securities 11,750
FEETHRAKREERAEBRRET The unlisted equity investments represent the Group’s
EEBRFBKIZILARRZ equity interest in private entities established in Hong
BAEz  ARAEFDEER Kong and the PRC and the directors of the Company
EZERERBAABE AEHA have elected to designate these investments in equity
2EWFEZEFRIE  BEEARAK instruments at FVTOCI as the Group intends to hold these
SERBAZERAKEER equity investments for long term strategic purposes.

BEE & -

R-—ZZE—NF+-_A=+—8 " As at 31 December 2018, the fair value of the equity
fRATH 2R ME11,750,000% instruments of HK$11,750,000 was derived from market
TR ER SR 2 RHH value of the shares in recent investment transactions.

BSH -
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20. B & 20. GOODWILL
FAxT
HK$'000
R E cosT
RZE—+tF—A—B R At 1 January 2017 and 31 December 2017
—ZT—+tH+AR
=+—H 71,462
W B 3 7 B A (BT 5E32) Arising on acquisition of business (note 32) 43,844
WZZ—N\F+=ZA=+—H At31 December 2018 115,306
B IMPAIRMENT
RZE—+tF—-—A—BRK At 1 January 2017 and 31 December 2017
—ZT—+tE+AR
=+—H 1,888
E Impairment 642
RZZE—N\F+ZA=+—H At31 December 2018 2,530
A T & CARRYING VALUES
NZZ—N\F+ZA=+—H At31 December 2018 112,776
R-ZE—+F+_-HA=+—H At 31 December 2017 69,574
REBEHWE 2 HE2E RN IKE Goodwill acquired in a business combination is allocated,
BORETEHRBERZESRS HE at acquisition, to the cash-generating units (“CGU"s) that
TECRSEABN BHBZE are expected to benefit from that business combination.
mE&EBEOEMOT ¢ The carrying amount of goodwill had been allocated as
follows:
—ZE-N\F —E—+F
2018 2017
THER FET
HK$°000 HK$’000
R EERAE Manufacture of and trading in solvents 57,671 59,479
EREREZHR Manufacture of and trading in coatings 55,105 10,095
112,776 69,574
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REeEABEM 2 REEBIHE
RERBEFTEEZEE - FHAE
BEEZFEREIRFRZ
BIRER HEMRELRBEHHEEER
BEERAZE - EEENRBET
SEBHEEREZTHAES
BE A B BT T 9 5F E BB 2 A A
LERBHEARFER - MEREHER
HIT¥EZHEEEL -HEEBRE
BERAZEH A BT BN RTEHA
Bz B BERE -

AFIERE AEERBRESTRE
EHtEzEReELEENZHEE
HARAE(ZE—+F : AF)
MHEBEESE RS REA I
FARMMSREHEEREZ
ﬁﬁ&ﬁ%?iﬁ&%ﬁ%%ﬁ
BZBBE RN T42%E13.1%
(:gftﬁ-mww%%%ﬁ
TRERERN REAEEZITE
REEHN FEEBRENF0%
E5% (R HE) RO%ZE3% (EH)
(ZZE—+F : 0%ZE10% CAH)
R6%ZE24% (F 1)) o 7L F B4
ZBEeRNERBEERER2%E
3% (=& — fti 2%%E3%) (iR
BIRZR)EE - fIERREER
HEBITEZEEIEN A8
BABTEZRAFHERE -
FREREE 2 REE1E642,000
BL(ZE—+F : B)RRER
—IERBIEBE KL -

NEEFH

—N\F+=-A=+—HI-%FE For the year ended 31 December 2018

20 GOO DWILL (Continued)

The recoverable amounts of the CGUs are determined
from value in use calculations. The key assumptions for the
value in use calculations are those regarding the discount
rates, growth rates and expected changes to selling prices
and direct costs during the year. Management estimates
discount rates using pre-tax rates that reflect current
market assessments of the time value of money and the
risks specific to the CGUs. The growth rates are based on
industry growth forecasts. Changes in selling prices and
direct costs are based on past practices and expectations of
future changes in the market.

For impairment assessment purpose, the Group performed
impairment review for goodwill based on cash flow
forecasts derived from the most recent financial budgets
for the next five years (2017: five years) for each CGUs
approved by management using a discount rate ranging
from 4.2% to 13.1% (2017: 4.61%) which reflects current
market assessments of the time value of money and the
risks specific to the CGUs. The growth rates per annum
range from 0% to 5% for solvents and 0% to 3% for
coatings (2017: 0% to 10% for solvents and 6% to 24%
for coatings) in light of the Group’s industry growth
forecasts. The cash flows beyond the five year period is
extrapolated using a steady 2% to 3% (2017: 2% to 3%)
growth rate for solvents and coatings. This growth rate is
based on the relevant industry growth forecasts and does
not exceed the average long-term growth rate for the
relevant industry. During the year, an impairment loss on
goodwill of HK$642,000 (2017: nil) is recognised due to
the termination of one of the business lines of solvents.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

21. INTANGIBLE ASSETS

BER
AR THRIELZE Eimk EFER CE
Non- Trademarks
Technical competition and patent  Customer
knowhow  covenants brands relationship Total
TER TER TER TER TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BAE
RZE—+t&—-F—H
ERAE
RZE—tE+=A=1+—H
ERRE

F B (aE32)

NE
R-E-A\E+-A=+-H
BETAHE

R-ZE—+tF—H—H
ERRE

FREE
RZE—t&+-A=1—H
AR

FREE
R=ZE-NE+=-A=1—H
BFHE
RZE-NE+-A=1+—H

R-E—+&E+-A=1+-H

cosT
At 1 January 2017 5,417 17,327 1,952 — 24,696
Currency realignment 105 1,205 — — 1,310
At 31 December 2017 5,522 18,532 1,952 = 26,006
Currency realignment (76) (835) = = (911)
Acquisition of business

(note 32) — — 35,377 36,102 71,479
Addition — — — 1,386 1,386
At 31 December 2018 5,446 17,697 37,329 37,488 97,960
AMORTISATION AND

IMPAIRMENT
At 1 January 2017 5,375 16,836 1,268 — 23,479
Currency realignment 104 1,195 — — 1,299
Provided for the year 43 501 196 — 740
At 31 December 2017 5,522 18,532 1,464 — 25,518
Currency realignment (76) (835) — (7) (918)
Provided for the year — — 195 1,866 2,061
At 31 December 2018 5,446 17,697 1,659 1,859 26,661
CARRYING VALUES
At 31 December 2018 — — 35,670 35,629 71,299
At 31 December 2017 = = 488 = 488
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21. B EE ») 21. INTANGIBLE ASSETS (continved)

BEEDRAERENRTIE
Hig 5N -

B0 20 5 5-104F
TR F R 104
BEBE 10-194F
PR R ER G 104
(ABERAFERFH)

PR R B F g 3
(ABERAFERFH)

BT MBERBLE = WE
ETRERR HMERHBER
EE R A R T e

THEFEHBERKBLRAR B
HEELETHRBHRRVI0F
ZREFHARERRER 2
F| o

BEEMEEENEAERA
5 FIEE 2 B P BR (R
H332) - B PR EEBR S
REEBRTANERENES
£ o

1R & B A 6n b8 45 P U RE 2 dm b
2B RMEAESERATRA
HMEE -

ERKBESGFBENNZE
BD)FUMBE2EAERER M E
35,377,000 T Ty A B ER A] £
BEHzEREE RAALXA
RESRAANEENLA B
BECHZOAEZE Bt - &
EEEEEBRAZERNERER
mBEEBERAFEAFTH  RA
ARZEREREN REE A E

REMERMB SR AFE - N
EERZAERFRA  ZERD

BRENBETSEE - AW
ZEABRRENMESGEFERE
BB P RER A AL BRI ERE
TR BRI -

198 =z=RtIEEERAT —z— \FEEH

Intangible assets are amortised on a straight-line basis over
the following periods:

Technical knowhow 5-10 years
Non-competition covenants 10 years
Customer relationship 10-19 years
Trademarks and patent brands 10 years

(with finite useful life)
Trademarks and patent brands
(with indefinite useful life)

Not amortised

Technical knowhow represents technical knowledge and
techniques acquired from independent third parties to
manufacture certain insulating varnish, ink and screening
products.

Non-competition covenants represent the right to restrict
the vendors of assets or acquirees, after acquisition of the
entities, to carry on the same business for specific periods
for 10 years.

Customer relationship represents the customer relationship
acquired by the Group as part of a business combination
during the year (details are set out in note 32). Customer
relationship represents the customer list related to coating
products under the brand name Camel.

Trademarks and patent brands represent the brand names
acquired which have high recognition and awareness in the
market.

The newly acquired trademarks and patent brands through
acquisition of business (details are set out in note 32)
amounting HK$35,377,000 is an intangible asset with
indefinite useful life as the directors of the Company
are of opinion that the Group could use the trade name
continuously and has the ability to do so. As a result,
the trademarks and patent brands are considered by the
management of the Group as having an indefinite useful
life because it is expected to contribute to net cash inflows
indefinitely. The trademarks and patent brands will not be
amortised until its useful life is determined to be finite.
Instead it will be tested for impairment annually and
whenever there is an indication that it may be impaired.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

21 INTANGIBLE ASSETS (Continued)

For the purposes of impairment testing, trademarks and
patent brands with indefinite useful lives set out per above
has been allocated to a group of CGUs, comprising certain
subsidiaries in the coatings segment. The carrying amounts
of trademarks and patent brands so allocated to as at 31
December 2018 are as follows:

REESBEOT :
—E-NF
2018
FET
HK$’'000
EREEZH Manufacture of and trading in coatings 35,377

ReELBEM AT EEERE
REREEAEELZEE - A E
BFFEEZETEBRRIEFAZ
BREX ERXLBHHEEER
BEEKAEE - FEENURRT
SLHEHEEREZFEERSE
B A B BT IE 4 E LR 2 B A
HR{ERRE - BREFAR
HITEZERER - HEBNRE
BERAZHABEEREHB
‘MG B ABER -

BFERE  AEEZBEERE
B SReEEEM &I
HARAFHBRESL 2B
& TE R - I A R T 5 3R B
HEEBEREBEZIHRASELS
MATEH S ERERZ13.1%8 38R
EHEERENmEETRE
B o BEBEASE ZITENLRRE
B FEEEENT0%E3% -
FFEHREBCHSRNERETIE
RE3%HEE o I IERRFERNY
HRTEZERIERN L AEB
HETEZRPFHERE - &
E-FT-NF+=-A=+—HL
FE  AEEVEERRERSE

The recoverable amount of the CGU has been determined
based on a value in use calculation. The key assumptions
for the value in use calculations are those regarding
the discount rates, growth rates and expected changes
to selling prices and direct costs during the year.
Management estimates discount rates using pre-tax rates
that reflect current market assessments of the time value
of money and the risks specific to the CGUs. The growth
rates are based on industry growth forecasts. Changes in
selling prices and direct costs are based on past practices
and expectations of future changes in the market.

For impairment assessment purpose, the Group performed
impairment review for trademarks and patent brands
based on cash flow forecasts derived from the most recent
financial budgets for the next five years for each CGUs
approved by the management using a discount rate 13.1%
which reflects current market assessments of time value of
money and the risks specific to the CGUs. The growth rates
per annum range from 0% to 3% in light of the Group’s
industry growth forecasts. The cash flows beyond the five
year period is extrapolated using a steady 3% growth rate.
This growth rate is based on the relevant industry growth
forecasts and does not exceed the average long-term
growth rate for the relevant industry. No impairment loss
has been recognised by the Group for the year ended 31
December 2018.

2018 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

199



| B8 3R & FINANCIAL STATEMENTS

REPBREMEE

Notes to the Consolidated Financial Statements

HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

2. 2R EE 22. OTHER NON-CURRENT ASSET
N—_ZE—+EFE+=-_A=+—8 - As at 31 December 2017, the amount represented the cost
HEBEAEEFMBEEMESZ of club debenture held by the Group and was measured at
B o Th iR AR AN B R 2 5 RUE B cost less accumulated impairment losses, if any. During the
B(nAa)stg AEEFRD H year, the Group disposed of the club debenture with a gain
EGRES Wi /6,460,000% of HK$6,460,000.
5T o

23. 7 & 23. INVENTORIES

—E-N\F —ET—tF
2018 2017
F#& T FET
HK$°000 HK$'000
& Raw materials 524,936 540,567
g Work in progress 24,396 22,636
2B T Finished goods 282,153 350,829
831,485 914,032
FAN EFHERFHETERBD During the year, allowance for slow-moving inventories
22,608,000 T(—Z & — £ &F and written off of approximately HK$22,608,000 (2017:
11,061,000/ 7T ) B # 2R 5T A 85 HK$11,061,000) has been recognised and included in cost
B of sales.

2. ESEMARIEREW 24. TRADE AND BILLS RECEIVABLES,

FE HMEWRER OTHER DEBTORS AND
RS RIE PREPAYMENTS

—E-N\F —ET—tF
2018 2017
F#& T T
HK$°000 HK$'000
2 5 e a Trade receivables 1,657,543 1,859,588
o EERKEE Less: Allowance for credit losses (65,162) (73,564)
1,592,381 1,786,024
e =g Bills receivables 1,593,365 1,658,909
3,185,746 3,444,933
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24 ES EWRIER EW
EE - HihEWERM
EAMNRKE
B 5 EWRE

24. TRADE AND BILLS RECEIVABLES,
OTHER DEBTORS AND
PREPAYMENTS (Continued)

Trade receivables

RIBEHR - B HREYEFRIA (K
BREEBRABRE) EXRERAHZ
P2 BREE DT

An aged analysis of trade receivables, net of allowance for
credit losses, presented based on the invoice date at the
end of the reporting period is as follows:

—E-N\#F —ET—+tF

2018 2017

FH& T FHET

HK$°000 HK$'000

TEE={@A 0-3 months 1,332,750 1,479,359
mENEA 4-6 months 209,019 241,779
~E A A E Over 6 months 50,612 64,886
1,592,381 1,786,024

AEERFRESEPREN T
30REORZEEH - REEK
BRTNREHEREFZABLE
HEFPRKREEY -

EEMEMFEPH  AEBEZ
NEEEZEH R EFEEER
FzREER MEFSCRE
EEERERTFPEECEERE
REEEM -AKESEHEMN
BEFEZRE -

R=B-NET=A=+-8 "
H79% (—F—+F 78%) 2 &
5 18 130 2 4 1050 70 9 o R
B 2R AR 05 2 R A
ZEHRHES  REHBEY
RARFAABRFEETE -

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.

Before accepting any new customers, the Group has
an internal credit control system to assess the potential
customers’ credit quality and the board of directors
has delegated the management to be responsible for
determination of credit limits and credit approvals for
customers. Limits attributed to customers are reviewed
periodically.

As at 31 December 2018, approximately 79% (2017:
78%) of the trade receivables are neither past due nor
impaired as they were assessed to be of good credit rating
attributable under the credit control system used by the
Group.
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2. ES EWMARIEREW 24.

ZE - HEWERRR
REMASRE
ESEWRIE®)
R-E—NE+=A=+—8
76 B F 5 U 5O 4 84 B

HERHC AN BKRER &
T 48 %8 /341,759,000 7 °

R-FB—+tF+-_H=+—8"
AEBEESRERABERED
BB zERENR  REHAEAS
393,080,000 % 7T 1R #& i@ 1 &
B AEERASZSCAMEE
sHERREEREEZ YRR A
ERUHGFEER YEHAT TR
B - REBYERZELEHRTA
EERm e

R—_ZE—+F+_A=+—HE
BHEENBEREZE S E KRR
HZBEZABHZRESITOT ¢

—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

TRADE AND BILLS RECEIVABLES,
OTHER DEBTORS AND
PREPAYMENTS (Continued)

Trade receivables (continued)

As at 31 December 2018, included in the Group’s trade
receivables balance are debtors with aggregate carrying
amount of HK$341,759,000 which are past due as at the
reporting date.

As at 31 December 2017, included in the Group's trade
receivables were past due debtors with aggregate
carrying amount of HK$393,080,000. Based on historical
experience, the Group considered the amounts of past due
debtors which impairment loss had not been provided for
to be of good credit quality and they were expected to be
recoverable. The Group did not hold any collateral over
these balances.

The following was an aged analysis of trade receivables,
which were past due but not impaired at 31 December
2017 based on the invoice date:

—E—+F
2017
F# T
HK$'000

0-3 months
4-6 months
Over 6 months
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220,332
130,561
42,187

393,080
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2. EFENAREREWR 24. TRADE AND BILLS RECEIVABLES,

R HaBWERMR OTHER DEBTORS AND
& ﬁ F_I' %’ik IE (&) PREPAYMENTS (Continued)
ESEWRRE Trade receivables (continued)
EETE 5 EWZE e Yo In determining the recoverability of the trade receivables,
B AEEgREEEEEERS the Group monitors any change in the credit quality of
HEIF—BEEXREHENWNKEE the trade receivables since the credit was granted and
EEE7EMES - KARFES up to the reporting date. The directors of the Company
RE AEBUESAEFREE considered that the Group has no significant concentration
Bk ERERROSBRRKESHF of credit risk, with exposure spread over a large number of
FREE - counterparties and customers.
REREAE Allowance for doubtful debts:
—E—iF
2017
FET
HK$'000
F 1) At beginning of the year 68,075
B AR Currency realignment 5,907
BRI EBEFE Net impairment losses recognised 17,596
&t Write-offs (18,014)
FXR At end of the year 73,564
R-_ZE—+&+_A=+—8 - As at 31 December 2017, impairment was made for trade
ERERIEHEATRZE S receivables that had been placed under liquidation or in
EWHIEE TRE ° 2N 5% B & severe financial difficulties. The Group did not hold any
MZEERFEEMNERR - collateral over these balances.
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R IE & FE UK
ZE  HMEWRERR
REMASRE

FE W = &

JE W 2B 4% 45 B N8R 17 A, ] B AR
NRZRITERER  BREE
Z-AEEZERNBEAEXSXETP
LA A ERITHH 2 IRITHREER
HEEE S EWGRIA ©

ZEHERBEERAER ZRTT
AREZE-—MAREARETEB
TZEAREE - RITALIESR
BEEHRAREGRTHREER
TRERMBERZEZRITELE
A

RZE—-—N\F+=ZA=+—8 -
AEEREEAESEZS TRITA
HIEZ - £ %3%1,064,173,000/%
(== —+ 4 :793,511,000%
TL) c AmEEEEE S E MR
BBl AEBEEEZEE
EEZRITALEZ2ET AR
WK - WHEREMNEREAZE
FARTE BEEERER1TEALE
= ZEIEA -

 EZ - N\F+=ZA=+—8H

HtFEESRRAEREREZE
LA B EL i 8 UK BR 3R 2 R (B BT 1 &
5 B A B RE35 o

= NFEFH

—N\F+=-A=+—HI-%FE For the year ended 31 December 2018

24. TRADE AND BILLS RECEIVABLES,

OTHER DEBTORS AND
PREPAYMENTS (Continued)

Bills receivables

Bills receivables represent R 77 & % [E Z (“banker’s
acceptances”), i.e. time drafts accepted and guaranteed
for payment by the PRC banks. The Group accepts the
settlement of trade receivables by customers using
banker’s acceptances accepted by the PRC banks on a case
by case basis.

These banker’s acceptances are issued to or endorsed to
the Group and with maturity date in general not longer
than twelve months from the date of issuance. The
banker’s acceptances will be settled by the banks, which
are state-owned banks or commercial banks or financial
institutions in the PRC, on the maturity date of such
banker’s acceptances.

At 31 December 2018, the Group endorsed
certain banker’s acceptances with an amount of
HK$1,064,173,000 (2017: HK$793,511,000) to creditors
to settle the trade payables to them. Accordingly, the
Group continued to include the full amount of these
endorsed banker’s acceptances under bills receivables
and recognised the relevant payable to creditors until the
maturity date of the endorsed banker’s acceptances.

Details of impairment assessment of trade and bills
receivables and other debtors for the year ended 31
December 2018 are set out in note 35.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

24. TRADE AND BILLS RECEIVABLES,

OTHER DEBTORS AND
PREPAYMENTS (Continued)

Transfer of financial assets

The following were the Group’s bills receivables that were
endorsed to suppliers with full recourse. As the Group has
not transferred the significant risks and rewards relating to
these receivables, it continues to recognise the full carrying
amount of the receivables. These receivables are carried at
amortised cost in the Group’s consolidated statement of
financial position.

EETHERYAEGE2HEHERE
ZEWERE
Bills receivables endorsed to
suppliers with full recourse

—E2-N\F —E—+tF

2018 2017

THER FET

HK$’000 HK$’000

DEEEEIRESE  Carrying amount of transferred assets 1,064,173 793,511
HEEEZEmESE Carrying amount of associated liabilities (1,064,173) (793,511)

HttEWRARKEM
IR
EtEEERRANRELES
158 0 4 P P RO - P Kt P S
(% R 7] e IR E Bt o

BIRERAREERERARE
EBEREETINEREE
RAIDEEE NI ZEREEBZ

IR

Other debtors and prepayments

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

Included in trade receivables and bill receivables and
other debtors are the following amounts denominated in
currencies other than the functional currency of the group
entities to which they relate:

—Z-N\F —ZE—+F

2018 2017

THET TET

HK$'000 HK$'000

BT HK$ 3,100 2,298
ET United States dollars (“USD") 91,011 33,247
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FBRERE
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SRETIHINAHEERRNE
515 DA S 2 B B2 BB ¢

25.

—ZT—\F+=ZA=1+—HLFE For the year ended 31 December 2018

SHORT-TERM BANK DEPOSITS,
BANK BALANCES AND CASH

Included in short-term bank deposits and bank balances
and cash are the following amounts denominated in
currencies other than the functional currencies of the
group entities to which they relate:

—E-N\#F —ET—+tF

2018 2017

FET F& T

HK$'000 HK$'000

ETT usb 324,383 152,734
Vo HK$ 3,451 5,333
AR RMB 209,300 889

FTARTHERRETELREZN T
0.001%ZE5.01% (= F —+ F :
0.001%ZE 6%) 2 T % F 7 K &t
B o

EAERARESER

RS B R - A BR R R B AT
BRAGBERESIRERNER
1,697,230,000 7 (= & — +
£ :1,483,112,0007% 7T) - ¢4 5
FEBRENEIHFERERN
HERAES ENAREREBUR
HihEAKIE -

RBEEHRR  BHERNERER
BRAHZERESNET :

26.

All bank deposits and bank balances were carrying interest
at market rates ranging from 0.001% to 5.01% (2017:
0.001% to 6%) per annum.

CREDITORS AND ACCRUED
CHARGES

At the end of the reporting period, the balance of
creditors and accrued charges included trade creditors of
HK$1,697,230,000 (2017: HK$1,483,112,000). Remaining
balances mainly consist of payables of staff salaries
and benefits, sales commission, payable of storage and
transportation and other payables.

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

—2-N\% —E

2018 2017

F & T FHET

HK$000 HK$'000

EE=@A 0-3 months 1,357,137 1,171,286
m=EN{EA 4-6 months 324,770 295,793
NE A E Over 6 months 15,323 16,033
1,697,230 1,483,112

206 ERLIEEERAT —= \EEER
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

26. CREDITORS AND ACCRUED

CHARGES (Continued)

Included in creditors are the following amounts
denominated in currency other than the functional

currency of the group entities to which they relate:

—ZE-N\F —E—tF
2018 2017
FE T FHET
HK$'000 HK$’000
=P usD 131,388 77,984
EHERE 27. CONTRACT LIABILITIES
—EB-N\F —ZE-N\F
+t=ZA=t+-~8” —A—8*
31.12.2018 1.1.2018*
FE T FET
HK$'000 HK$'000
SEAA - &K B R Contract liabilities on sales of solvents,
HEBZAEHNEE coatings, inks and lubricants 25,695 54,428
* AREFEREABTENB R @ The amounts in this column are after the adjustments upon

R TEREE LY EAE
HRHEE2) -

R_FB-—NF-A—-BHZEHNE
BERAFELHUERREER -

EARAKBER SR EELE AR
Rel ERANRKBKELSR
WEfE -

the application of HKFRS 15 (details are set out in note 2).

The contract liabilities at 1 January 2018 were fully
recognised as revenue in the current year.

When the Group receives a deposit before the
commencement of the production activity, this will give

rise to contract liabilities at the start of a contract.
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—E—)\F+_A=+—HLIFE For the year ended 31 December 2018

28. DERIVATIVE FINANCIAL

INSTRUMENTS
yik) ERB
Current Non-current
—E-N\F Tt ZBE-NF ZT—tF
2018 2017 2018 2017

TR TAT TR TAT
HK$'000 HK$'000 HK$'000 HK$'000

NEHEstEEB2TE4M Derivatives financial assets
EE under hedge accounting

MEEREH

Interest rate swap contracts 3,654 3,592 3,086 3,449

DEasERB2TELR Derivatives financial liabilities
=L under hedge accounting

MEEHEH

DN R 5 2 s e B
EHEY
FEERSHHLRTITLSE
FEBEHEH  BBEIHNE
BRABETHE  BETETT
BRABRZASREDEBRE
ERIE - REANZHERERS
e SLATH B RAT B Z MR — B
(MEERRTERZAGE - %
ERFEEEAR) - EERAT
EEBANBEREHRIA X
BREH M EHAEERSTAS
ReREMTA -

BLE R EEE) RS RER M
T oA ARREAM -BHEZ-ZT
—NE+ZA=+—HItFE -
LSRR 2R ITAZA
A ESHEIE231,0008 T (=
— L& : E181,379,000% L) 2
B EL fth 2 T U 25 T 58 Je B S O £
BRER  -EZTEHRAHEAMNE
R4 B & R R EI BRI AR AR 2
Fl BB E i8S -

208 ERLIEEERAT —z—)\FEFH

Interest rate swap contracts — 68 — 2

Interest rate swap contracts under
cash flow hedges

The Group entered into a number of interest rate swap
contracts with the commercial banks to minimise its
exposure to cash flow changes of its floating-rate Hong
Kong dollars bank loans from banks by swapping floating
interest rates to fixed interest rates. The terms of these
contracts were negotiated to match with those of the
hedged bank loans with the same notional amounts to
principal amounts of bank loans, currency and interest rate
index. The directors consider that the interest rate swap
contracts are highly effective hedging instruments and
have designated them as cash flow hedging instruments
for hedge accounting purpose.

The hedges were highly effective in hedging cash flow
exposure to interest rate movements. Fair value change
on hedging instruments in cash flow hedge of loss of
HK$231,000 for the year ended 31 December 2018 (2017:
loss of HK$1,379,000) have been recognised in OCI and
accumulated in hedging reserve. The directors expected
the accumulated sum is to be released to profit or loss
at various dates in the coming maturity periods after the
reporting period.
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

28. DERIVATIVE FINANCIAL

INSTRUMENTS (continued)

Interest rate swap contracts under
cash flow hedges (continued)

Included in borrowings as disclosed in note 29 were bank
loans of HK$821,507,000 (2017: HK$1,108,971,000) which
were under cash flow hedges and the major terms of the
interest rate swap contracts under cash flow hedges at the

end of the reporting period are as follows:

m& B A WEE B IHEE
Notional amount Maturity Receive floating Pay fixed
R-E-N\E+=-A=+—H

At 31 December 2018

42,857,000/ 7T —“T—AFHRA=+H Bt —1E@AHBOR* 3.05E
HK$42,857,000 30.5.2019 HK$1-month HIBOR* 3.05%
11,200,0005% T —E—-NF=ZA=+—H &t — {8 AHIBOR 222
HK$11,200,000 31.3.2019 HK$1-month HIBOR 2.22%
25,000,000 7T —ZE—AF+A=+51A8 Bxx—@AHBOR 3.20E
HK$25,000,000 29.10.2019 HK$1-month HIBOR 3.20%
12,500,000/ 7T —E—-NF—HA=H 7 7 — 1@ AHIBOR 2.85&E
HK$12,500,000 2.1.2019 HK$1-month HIBOR 2.85%
150,000,000 7T —EFTFMHA—H 7 7 — 18 AHIBOR 2.822
HK$150,000,000 1.4.2020 HK$1-month HIBOR 2.82%
111,200,000 7T —E-_FTF=ZRA=+—H &t — {8 AHIBOR 1.942
HK$111,200,000 31.3.2020 HK$1-month HIBOR 1.94%
218,750,000 7T —E-—FWMA+AHE Br—@AHBOR 2448
HK$218,750,000 19.4.2021 HK$1-month HIBOR 2.44%
250,000,000 7T T _FWMA=+H &L —1{@AHBOR 3.46E
HK$250,000,000 29.4.2022 HK$1-month HIBOR 3.46%

* HIBOREBH B RITREIF S

*

HIBOR represents Hong Kong Interbank Offered Rate.
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28. fTHE €T E o) 28. DERIVATIVE FINANCIAL
INSTRUMENTS (continued)
LR REF 2R =R Interest rate swap contracts under
EHEN = cash flow hedges (continued)
H WA U B 8. ZHER
Notional amount Maturity Receive floating Pay fixed

RZE—tEtF+=-A=+—H
At 31 December 2017

22,300,000/ JT —E—N\FRA=-_+=8 &F;— @ AHBOR
HK$22,300,000 23.5.2018 HK$1-month HIBOR
90,000,000 7T —ET-NEFEXA+T=8 B —EAHBOR
HK$90,000,000 13.6.2018 HK$1-month HIBOR
128,571,000 7T “ET-NFRA=+H #&;—1{&AFHBOR
HK$128,571,000 30.5.2019 HK$1-month HIBOR
55,600,000 7T —E—NAF=ZA=+—H #&st— {8 AHIBOR
HK$55,600,000 31.3.2019 HK$1-month HIBOR
50,000,0003% 7T —ET—-NF+A=+1nH #&;x—1{&BHBOR
HK$50,000,000 29.10.2019 HK$1-month HIBOR
62,500,000/ 7T —E-AF—HAZH 7 7 — [ HHIBOR
HK$62,500,000 2.1.2019 HK$1-month HIBOR
250,000,000 7T —E-FTFWMA—H 7 7T — {8 AHIBOR
HK$250,000,000 1.4.2020 HK$1-month HIBOR
200,000,000 7T —E-FTF=ZA=+—H #c— 18 AHIBOR
HK$200,000,000 31.3.2020 HK$1-month HIBOR
250,000,000 7T —E-—FWA+NH HAsx—1@AHBOR
HK$250,000,000 19.4.2021 HK$1-month HIBOR

210 ERLIEEERAT —= \EEEH

2.542
2.54%

3.22E2
3.22%

3.052
3.05%

2222
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3.202
3.20%

2.85%
2.85%

2.822
2.82%

1.942
1.94%

2442
2.44%
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ZT—N\F+=-H=+—HILFE For the year ended 31 December 2018

28. DERIVATIVE FINANCIAL

INSTRUMENTS (continued)
Foreign exchange forward contracts

As at 31 December 2017, the change in fair value of
these contracts recorded a gain of HK$88,000 (2018: Nil)
and was recognised in OCl and accumulated in hedging
reserve. The majority of these contracts were deliverable
forward contracts. Such contracts were entered into as
part of the Group's treasury operation for the purpose
of capturing the price differential between the spot
and forward foreign currency exchange markets by
entering into purchase contracts that were denominated
in USD with the similar amounts and maturity dates on
a one by one basis. Each of these arrangements, when
contracted by the Group, will lock USD/RMB exchanges
rate. Accordingly, although the valuation of each of these
foreign exchange forward contracts might give rise to a
gain or loss at a particular date within the term of the
respective contract, such gain or loss will eventually be
substantially offset by each of these arrangements. The
Group entered into a number of foreign exchange forward
contracts and those foreign exchange contracts were all
expired as at 31 December 2017. The directors consider
that the forward contracts are highly effective hedging
instruments and have designated them as cash flow
hedging instruments for hedge accounting purpose for the
year ended 31 December 2017.

The above derivatives are measured at fair value. The
classification of the measurement of the above derivatives
at 31 December 2018 is level 2 under the fair value
hierarchy (see note 35 for details).
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

29. (B & 29. BORROWINGS
—E-N\F —E—tF
2018 2017
FTER FET
HK$'000 HK$’000
BEERFERTER Borrowings included bank loans:
RITER Bank loans 2,640,377 2,468,405
4 3 Unsecured 2,640,377 2,468,405
MITERFRUAT The bank loans are repayable as
FHEE follows*:
—FE R Within one year 1,320,977 1,208,148
—FREMFA More than one year but not exceeding
two years 587,100 668,357
MEBERFNA More than two years but not more
than five years 732,300 591,900
2,640,377 2,468,405
W —FAREIEWEFEMN A Less: Borrowings due within one year
RBBEZEER shown under current liabilities (1,320,977) (1,208,148)
BANAERBEEZEE Borrowings shown under non-current
liabilities 1,319,400 1,260,257
* IHecBEREERETRI 2 & The amounts due are based on scheduled repayment dates
rEIEEEHEE - set out in the borrowing agreements.
REBRITERZFHNELRER The Group's bank loans carry annual interests at the range
RITAZEFREIOSEEFBIRT of HIBOR plus 0.5% to HIBOR plus 2.05% (2017: HIBOR
FZEFEM2.05E(ZF—tF : plus 0.5% to HIBOR plus 2.05%) and at the quoted lending
ERBRITAXEFEMOSEEE rate of People’s Bank of China plus a fixed margin (2017:
BIRITRIZEHRBEM2.05F) - L& quoted lending rate of People’s Bank of China minus
KAz BRARBITERESE a fixed margin). Interest is repriced in the period from
FMEN—EBREEEZ(ZE—+ one week up to one month (2017: two weeks up to one
F RBAGzPREARRBITER month).

EENER—EBERZE) - FF
—RE-AEZE-M@A(=ZFT—t
F - EBMBAE—@AEE -
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BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

29. (B E =) 29. BORROWINGS (continued)

—ET—+tF
2017

—E-N\F
2018

B R = Effective interest rates
TEMEE Fixed-rate borrowings 2.32E £4.95E
2.32% to 4.95%
FEEE Variable-rate borrowings 3.29E £4.29F

3.29% to 4.29%

& B 8 $5589,120,000 Tt (= &
— £ 4 :165,934,000% 7T ) & &
BE AHNIHBAE—FA - contractual maturity dates within 1 year.
BEBRENTABEBEEE AR
RREEAINNZEETEEZFA ¢

2.03E%435E
2.03% to 4.35%

1.57E %3242
1.57% to 3.24%

Included in borrowings are HK$589,120,000 (2017:
HK$165,934,000) at fixed-rate borrowings with the

Included in borrowings are the following amounts
denominated in currency other than the functional

currency of the group entities to which they relate:

—E-N\F —E—tF

2018 2017

FTERT FET

HK$'000 HK$'000

&I HK$ 261,200 77,900
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HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

30. R EBE B 30. DEFERRED TAX LIABILITIES
LNTAEAREBECHERZ TERIE The followings are the major deferred tax liabilities (assets)
HEERBE)NERNAKREER recognised by the Group and movements thereon during
BEEERZEE : the current and prior years:

nE AR KEN
RAENE HEEE ZBNH NEEMH 2t CH
Withholding
Accelerated tax on
tax undistributed  Revaluation
depreciation Tax losses profits  of properties Others Total

TRT TiT TET TRL TRL TRL
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000

(Bst)
(note)
RZZ2-t%-f-A At 1 January 2017 3,848 (761) 8,423 28,411 1,891 41,812
RAREEERENH Reversal of withholding
tax upon distribution — — (10,648) — — (10,648)
(GONEIER=F: (Credit) charge to profit or
loss (254) (806) 10,345 — (365) 8,920
NELBER Currency realignment — - - 2,205 - 2,205
R-E—+&+-f=1-H At 31 December 2017 3,594 (1,567) 8,120 30,636 1,526 42,309
RAREEEENH Reversal of withholding
tax upon distribution — — (23,731) - - (23,731)
(GONEIER-E: (Credit) charge to profit or
loss (107) 713 21,655 36,138 965 59,364
ENARARERELEY Reclassified to liabilities
EEREZBE(MEY) associated with assets
held for sale (note 17) — — - (64,928) - (64,928)
NEREZE Currency realignment = = = (1,846) = (1,846)
R-E-\E+-A=1-H At 31 December 2018 3,487 (854) 6,044 - 2,491 11,168
Mzt : HMEFERRAKEHRB AR Note: Others mainly represent deferred tax liabilities arising from
B AL BERARWIKEERE fair value adjustments on assets acquired (i.e. intangible
(EREE BENIHHES assets, prepaid lease payments and property, plant and
AEME  BERZE) ME equipment) on acquisition of subsidiaries.

EZBERBAE -
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22 % 78 /& $8 5,173,000 7 T (=
T — + £ :9,497,000 78 7T) A&
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—ZT— ) \F+=-A=+—HILFJE For the year ended 31 December 2018

30. DEFERRED TAX LIABILITIES (continued)

At 31 December 2018, the Group had unused tax
losses of approximately HK$1,319,061,000 (2017:
HK$1,071,362,000) available to offset against future
profits. As at 31 December 2018, a deferred tax asset
has been recognised in respect of such losses amounted
to HK$5,173,000 (2017: HK$9,497,000). No deferred tax
asset has been recognised in respect of the remaining
HK$1,313,888,000 (2017: HK$1,061,865,000) due to
the unpredictability of future profit streams. Included in
the unrecognised tax losses, HK$1,146,397,000 (2017:
HK$979,936,000) may be carried forward indefinitely and
the remaining balance will expire at various dates up to
and including year 2023.

Deferred taxation on undistributed profits of subsidiaries
has been recognised taking into accounts the dividends to
be distributed from profits earned by certain subsidiaries
in 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. 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$1,600,198,000 (2017:
HK$1,753,566,000) as the directors are of the opinion
that the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable
future.
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31. R AR

31. SHARE CAPITAL
EE ERTEHE
Authorised Issued and fully paid
—2-N\F
E=—Z2—tF —E-N\F —ET—+tF
2018 & 2017 2018 2017
FTER F#& T THT
HK$'000 HK$'000 HK$'000
SFREE.10/8 T Shares of HK$0.10 each
2 & 1p 80,000 56,403 56,389

FARRBZEHETREBEAT

Movements in the issued share capital of the Company

a) during the year are as follows:
KM & B gl
Number of
shares Amount
T % THT
‘000 HK$'000
R-—ZT—+&—H—H8 At1January 2017 563,811 56,381
17 {55 B8 A% A (Bff 3%a) Exercise of share options (note a) 78 8
R-E—+t4F At 31 December 2017
+=-RA=+—H 563,889 56,389
77160 5% AR (B[ 3Eb) Exercise of share options (note b) 140 14
RZZE—N\F At 31 December 2018
+=-RA=+—H 564,029 56,403
M 5E Notes:

(@ RBEE-ZT-—tHF+=H
=Et+t-—BLEFER H#E
78,0007 FE AR HE BT 2 - 5l &
N~ A& 4778,000 R B AR E
H0.10B T 2B fn - BR(EE
1.950/% 7T °

b) REBE-_Z—-—NF+=A
= +—BLtEFEER HKF
140,0001) BE AR #E 1T {E - 3|5
7R RN &) & 17 140,000 A% & AX |
B0.10B T 2R #%m - BRR1ERE
1.9503% 7T o

B B#TROBEMRE T E R

ERZABDBETRNDEARSE
M2 e
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(a)  During the year ended 31 December 2017, 78,000 share
options were exercised, resulting in the issue of 78,000
shares of HK$0.10 each in the Company at a price of
HK$1.950 per share.

(b)  During the year ended 31 December 2018, 140,000 share
options were exercised, resulting in the issue of 140,000
shares of HK$0.10 each in the Company at a price of
HK$1.950 per share.

All shares issued rank pari passu with the then existing
shares in issue in all respects.
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RZZE—N\NF—A=ZH &A
AMEEEEENBAREE
FTEBLE=A(HEETBEKETH
ABEE HE HHEEREHZ
BRI — % WIRBRE &R
B A R ¥ 111,741,000 7T (48 &
7 136,813,000 7% Jr) IR B % 75
(M5 nER ) ([BERKES
B - EBKREER-_ZT—N\F
“A—BAEKTEFERKREEA
R-AKBEEMEECZEHES
27 /543,844,000 IT ©

U B #R B K 45817,000 7% T B & 5%
B 2 W BB =5 IR 2 B R RR E R
AEEHRARAX FAKAE
mRhEMEERERAZ] —KR R
TTREMIEAR -

RWBEHKBcEERERLZ
BEWMAT :
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32. 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$43,844,000.

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 consolidated statement of profit or loss and
other comprehensive income.

Assets acquired and liabilities recognised at the date of
acquisition are as follows:

FHE T

HK$'000

M- WERE Property, plant and equipment 993
B EE Intangible assets 71,479
FE Inventories 7,191
g 5 ko8 Trade receivables 13,306
92,969
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32. KW )

32. ACQUISITION OF BUSINESS (continued)

EHEERE Consideration transferred:
TET
HK$'000
EXNBEERE Purchase consideration paid 125,181
AR B HE (K aE) Contingent consideration arrangement (note) 11,632
136,813
Mzt : RWEBBE  ZEERAEENMNES Note: At the date of acquisition, the directors consider that the

BEREBER 2 ANRE G
%45 AR 19,500,000 T (B2
7 4911,632,000 7T) - & &
E2EREREB 2EFTHE
RRFEARAIEEERENSE
HEMT - KARELHRE -
W& R EBITREA B HiAT R
RIZBEEHREFPZRERELN
EF - AIAKEEZ2ERER
EBRIRERBMBRERES
ZEAHARK -

contingent consideration payable to the vendors of Camel
is estimated to be probably 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
requires the Group to pay the vendors of Camel by reference
to the operating performance of Camel, and if the vendors
have fulfilled their outstanding contractual obligation to
customers accrued prior to the completion date.

R EmEE 2 @mE - Goodwill arising on acquisition:
FAET
HK$'000
EHEERE Consideration transferred 136,813
B EWREEEE Less: net assets acquired (92,969)
AUWEmMEE 2 EE Goodwill arising on acquisition 43,844

EUBEABMNFEEZ ARER
RBAEMET - BERIAEBEMRA
ZIEEDNGABBERBRRR
BERIBI%ARBAERBERARH
ZBRREHAFHEERE S
1.36%%3.0% -
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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.
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EBWE 2
ESRWHRBRKERBR Z AR
& /413,306,000 7T - ZE B W
BEHEURFERKERHR A
#4948 % ¥ /33,263,000 7T o K
RAIEERA  BHEZKEZ
AR RNER Bz & EM
£t /419,957,000% 7T ©

WRELRERHAREGHKAR
EEGDEE - Ut AN
ZREERLBFERRERER
BEHBRME EXEEE K
KRR EAZABEBEZ
BETH ARZFERTFTE
AREBEREEZ BRGNS - B
It I 4 B P D R RERR

HE—RBHEBAF

W_ZE—N\FE=ZF—H8 A&EE
M—E2BYF=HHEERES
EWNBRAIEBEZEREERAR
(MEEDzZ=HkRiE AR
B4 A4,911,000€ T (HERY
38,305,000 7T ) © 2R A — 18
MRz T2 B EE -
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32. ACQUISITION OF BUSINESS (continued)

33

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 directors of
the Company considered the best estimate at acquisition
date of the contractual cash flows not expected to be
recoverable 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.

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.
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33.HE—RBMB 27w

EERNLEAMZFEEMNT :

33 DISPOSAL OF A SUBSID'ARY (Continued)

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

follows:
FHETT
HK$’000
FEf LS Prepaid lease payments 9,451
L EI =& Property, plant and equipment 414
RITHEBR LR ® Bank balances and cash 24
E fth &~ 5k 18 Other payables (24)
ELEFEE Net assets disposed of 9,865
HE-RMB AT 2 Gain on disposal of a subsidiary:
ERRE Consideration received 38,305
EHEFEE Net assets disposed of (9,865)
HER SR Transaction cost for disposal (34)
& W= Gain on disposal 28,406
HEEEZFREMNA ¢ Net cash inflow arising on disposal:
BB e RE Cash consideration received 38,305
BEHERITERERS Bank balances and cash disposed of (24)
38,281

3. EXARER
AEBEEEHEHEARAUBRBBE
(EERHEER TS FAEEE
TRARENZTELE TAEKRRE
FHRRSO0®R ANEEEERE
EREFEEAR -

AEBZEREBBEREER X
ERPMH2IBELBERAEAR
IR EGEZD (BERITRAR
R (BERREEN)) -

ARAEEEHNEMEARERE -
EREH - EFEEEAR
RAREEAEHR AR - 2E
ERE AEEBRBIXNAKRE
BT RBETHEXEBERDR
BEBE UWFEAKEREER
s
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34. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group's
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debts, which
mainly include the borrowings disclosed in note 29, and
equity attributable to owners of the Company, comprising
issued share capital and reserves including retained profits.

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors
consider the cost of capital and the risks associated with
capital. Based on recommendations of the directors, the
Group will balance its overall capital structure through the
payment of dividends and new share issues as well as the
issue of new debts or the redemption of existing debts.
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35. FINANCIAL INSTRUMENTS

Categories of financial instruments

—EB-N\F —E—+F
2018 2017
FTER FHE T
HK$°000 HK$'000
cREE Financial assets
REHK A2 Financial assets at amortised cost
ZEBMEE 4,574,670 —
ERREWIRAR(BFEI  Loans and receivables (including cash
S RIREERE) and cash equivalents) — 4,432,525
mESMIT A : Derivative financial instruments:
—RBERYHAIAE — designated as hedging instruments 6,740 7,041
BEARBEFAEMEER Equity instruments at FVTOCI
Wz Em T A 11,750 —
AHEERE AFS investment — 3,992
A= =R Financial liabilities
R AT E Financial liabilities at amortised cost
ZERAaE 4,415,864 4,056,457
mESRMI A : Derivative financial instruments:
—RBERYMAIA — designated as hedging instruments — 70

BHEEREEBEFRHE
12§
AEBTRTABRESE S EWK
BARERRE  HtbEKERRK -
TEERMTI A BHRBRITENR
RITEHRERE - RAALEFTA
Hib2mlamz@Em TH ATt
HERE  BNRREEMEN
RBENUAREE ZE2BMIAF
BREMTHE EZFLWT
AR zRERBHET SRR (5 E
R RFXEE)  EERRRR
BEcAR BREZFRARZIK
REIMT  EEEEREREE
ZERRE - ARER K E B B R
BEERER AEEMEHZT
LREREEENGEZRARZ
TAMEBEERES -

Financial risk management objectives
and policies

The Group's financial instruments include trade and bills
receivables, other debtors, derivative financial instruments,
short-term bank deposits, bank balances and cash, equity
instruments at FVTOCI, AFS investment, creditors and
other payables and borrowings. Details of the financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include market
risk (currency risk and interest rate risk), credit risk and
liquidity risk. The policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures
are implemented on a timely and effective manner. There
has been no significant change to the Group’s exposure
to market risk or the manner in which it manages and
measures the risk.
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35. @ T B o) 35. FINANCIAL INSTRUMENTS (continued)

R EEEZEHE
BUR #)

™ 5 & b

Ih BE & B
RATBETHEB QT AINE# 1T
HERKE  SAEBMEYINE
Bk  REBNI7T%(ZF —+
F:NMNP)2HEENEBETH
EZEBRRZNEEB AN
EEEE MAR%(ZFT—+
F :83%) 2 HBEUBBEER A
ZNEEEEE -

AEBUIINEEEZEREER
BERBEHRZEASRERE
M ERE -

REBEEZZ—+F+A=+—
BLEEE  AEEDFILETFH
EEHAH  UWREERZTEE
FENBR R 2 HNE Bl &= A 2 Hh
MRAREERDY S UZEAN
DASEREEEZ —EH 0 F
BEMANEY BRI A
BUZETEERESGL @ BiE
BEERPINETSBZEE °
FTEmMAGEENINERBEHER
HE-_ZTE-NF+=ZA=+—H
HFEERARE - BEEBHEETI
ERK  THEREREREREY
SRERINE R -
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Financial risk management objectives
and policies (continued)

Market risk

Currency risk

Several subsidiaries of the Company have foreign currency
sales and purchases, which expose the Group to foreign
currency risk. Approximately 17% (2017: 11%) of the
Group's sales are denominated in currencies other than the
functional currency of the relevant group entities making
the sale, whilst almost 82% (2017: 83%) of purchases
are denominated in the relevant group entities’ functional
currency.

The carrying amount of the Group’s foreign currency
denominated monetary assets and liabilities at the end of
the reporting period are disclosed in respective notes.

During the year ended 31 December 2017, the Group
entered into certain foreign exchange forward contracts
to reduce its exposure in potential variability of foreign
currency risk arising from changes in foreign exchange
exposure in USD denominated creditors. Such contracts
were entered into as part of the Group's treasury operation
for the purpose of capturing the price differential between
the spot and forward foreign currency exchange markets
by entering into purchase contracts that were denominated
in USD with the similar amounts and maturity dates on a
one by one basis. All the outstanding foreign exchange
forward contracts were settled during the year ended 31
December 2018. The management continuously monitors
the foreign exchange exposure and will consider hedging
significant foreign currency risk should the need arise.
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EX -BHREESWEBREHKRELE
BN EBEZEKEER ¥R
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EoMBRE S EWRKERER
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35. FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives
and policies (continued)

Market risk (Continued)

Sensitivity analysis

The Group is mainly exposed to currency risk of USD, RMB
and HK$. The following table details the Group’s sensitivity
to a 5% (2017: 5%) increase and decrease in functional
currency of respective group entities against the relevant
foreign currencies. 5% (2017: 5%) is the sensitivity rate
used which represents management’s assessment of the
reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the period end for a 5% (2017: 5%) change
in foreign currency rates. The sensitivity analysis includes
trade and bills receivables, bank balances, creditors as
well as borrowings. A positive number below indicates an
increase in profit after taxation where functional currency
strengthens 5% (2017: 5%) against the relevant foreign
currency for net liability position and vice versa. For a 5%
(2017: 5%) weakening of functional currency against the
relevant foreign currency, there would be an equal and
opposite impact on the profit after taxation.

—E-N\HF —E—tF

2018 2017

FER FH& T

HK$'000 HK$'000

E7T usD (11,333) (4,201)
AR RMB (8,742) (37)
T HK$ 10,654 2,964

2018 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED



| B8 3R & FINANCIAL STATEMENTS

REPBREMEE

Notes to the Consolidated Financial Statements
HE2—_Z—N\F+_A=+—HIFE For the year ended 31 December 2018

35. @ T B o) 35. FINANCIAL INSTRUMENTS (continued)

BEEEEBERE
BUR ()

miER R Z)

BRBRED (&)

NEB A E AR ER AN E
ERARZBZIIERR  ZER
TB DAKE BE £ B 2 A1 I AE & B LA SB
ZEETEME -8B ARETHEBEN
MEBS% (T — tF :5%)
B AN 5 B B 105 B A5 15 0
11,334,000 (Z T — 4 : i
hn1,388,0008 7T) * R ZINR o

EEERS  ARFRERIL A
RERFARRR - SEKRE ST
THREAREIERR

A = = B

ANEE Y EE S RITERNER
TER(ZFEEFBRME29)
BRBzARENERER - AW -
RRTHERERARBLOELRITE
RER—FRIY EEERAS
REBREAEEMFTLAERX °

N6 [ IR S BR IR 1T T 5 17 K
MERFBZRITEFERRZERIRT
ER(FBERMF25K%29)BE 2
RenEMNXEAR SEREAK
BZROTEFRRBEEMNER K&
B 5T 37 A K 5 HY DA B0 BB 0 SR 1T
EFRERNEZH AR - ZF
) 3 42 B 2 3 B {6 5 B 4% b R
TERZEZHERMER - M X2
HOEERERZHBTA X
B A Eh A (FE R M
28) o

AEEZRASRENZRBRER
KSTPERITER MR RERE
BATEEEEABNEER
TREFBKD °
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Financial risk management objectives
and policies (continued)

Market risk (Continued)

Sensitivity analysis (Continued)

The Group is also exposed to currency risk concerning
the amounts due from/to group entities, which are
denominated in currencies other than the functional
currency of the relevant group entities. When RMB
strengthens 5% (2017: 5%) against the relevant foreign
currency, profit after taxation of the Group will increase by
HK$11,334,000 (2017: increase by HK$1,388,000) and vice
versa.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during
the year.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate bank deposits and bank loans (see
note 29 for details of these borrowings). However, since
the bank deposits and the majority of the fixed-rate
bank loans will mature within one year, the management
considers the risk is insignificant to the Group.

The Group is also exposed to cash flow interest rate risk
in relation to bank deposits carried interest at prevailing
market deposit rate and floating-rate bank loans (see notes
25 and 29 for details). In order to keep the Group’s bank
loans at fixed rates, the Group entered into interest rate
swaps to hedge against its exposures to changes in cash
flows of certain bank loans. The critical terms of these
interest rate swaps are the same to those of hedged bank
loans. Interest rate swaps are designated as effective
hedging instruments and hedge accounting is used (see
note 28 for details).

The Group cash flow interest rate risk is mainly
concentrated on the fluctuation of interest rates on
bank balances and HIBOR arising from the Group’s HK$
denominated borrowings.
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35. FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives
and policies (continued)

Market risk (Continued)

Interest rate risk (Continued)

The Group’s bank balances have exposure to cash flow
interest rate risk due to the fluctuation of the prevailing
market interest rate on bank balances. The directors
consider the Group's exposure of the short-term bank
deposits with original maturity of less than three months
and bank balances to interest rate risk is not significant as
interest bearing bank balances are within short maturity
period and thus it is not included in sensitivity analysis.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for non-derivative
instruments at the end of the reporting period. For interest
bearing bank deposits with original maturity of more than
three months and borrowings, the analysis is prepared
assuming the amount of assets and liabilities outstanding
at the end of the reporting period were outstanding
for the whole period. A 50 basis points (2017: 50 basis
points) increase or decrease is used which represents
management’s assessment of the reasonably possible
change in interest rates.

If interest rates on interest bearing borrowings (excluding
bank loans under cash flow hedges of HK$821,507,000
(2017: HK$1,108,971,000)) had been 50 basis points
(2017: 50 basis points) higher/lower and all of other
variables were held constant, the profit after taxation
for the year ended 31 December 2018 would decrease/
increase by approximately HK$5,134,000 (2017: decrease/
increase by approximately HK$3,918,000). This is mainly
attributable to the Group’s exposure to interest rates on its
interest bearing short-term bank deposits and variable-rate
borrowings which are not hedged against their exposures
to cash flow interest rate risk at the end of the reporting
period.
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35. @ T B o) 35. FINANCIAL INSTRUMENTS (continued)
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RS T EREBRKREER
PEBIRASSEEFRZIR
T BRBEEZEERRAR -

FRURBEZEERBRAR AR

SETHERERFRBEK  AERE
WERBEHAEREEE R 2R

HEMEELE -

BRERRETREEFRRTZ
RPEERTEZATHARFZ
BZRITH AR Z EBWREIR A
XZEREERARI  AEEL
EERME S EUGRE R E RN
R ZEMEMERERERER
B EBEHERBFBRBELSHRT
RTERILBEZAERF -

226 ERLLIEBERAT —z=—)\FEFH

Financial risk management objectives
and policies (continued)
Credit risk and impairment assessment

As at 31 December 2018 and 2017, the Group’s maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to perform an obligation by the
counterparties are arising from the carrying amount of
the respective recognised financial assets as stated in the
consolidated statement of financial position.

In order to minimise the credit risk, the management of
the Group has delegated the responsible personnel for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual trade
debt and other debt at the end of the reporting period
to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit risk is
significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are mainly banks with high credit ratings
assigned by international credit-rating agencies.

In respect of bills receivables, the credit risk is limited
as the Group has procedures and policies in place to
ensure they are from banks or financial institutions with
acceptable credit quality.

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high credit
ratings and bills receivables mainly from banks with good
reputation in the PRC, the Group does not have any other
significant concentration of credit risk on trade and other
debtors. Trade receivables consist of a large number of
customers, which spread across diverse industries and
geographical areas.
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Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

35. FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives
and policies (continued)

Credit risk and impairment assessment
(Continued)

Upon adoption of HKFRS 9 on 1 January 2018, the
Group applies the simplified approach to provide for
ECL prescribed by HKFRS 9, which permits the use of the
lifetime expected loss provision for trade receivables.

The management is of the opinion that there has been no
default occurred for trade receivables pass due over 180
days and the balances are still considered fully recoverable
due to long term/on-going relationship and good
repayment record from these customers.

As part of the Group’s credit risk management, the
Group uses debtors’ aging to assess the impairment for
its customers in relation to its operation of manufacturing
and trading in solvents, coatings, inks and lubricants
because these customers consist of a large number of
small customers with common risk characteristic that
are representative of the customers’ abilities to pay all
amounts due in accordance with the contractual terms.
The following table provides information about the
exposure to credit risk and ECL for trade receivables as
at 31 December 2018 within lifetime ECL (not credit-
impaired).
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35. FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives
and policies (continued)

Credit risk and impairment assessment

(Continued)
AR TH 15 FERX
&8 BXE BiE KEHEE
Gross

carrying  Average Net loss Carrying
amount loss rate allowance amount

FAET FAT FAET
HK$'000 HK$'000  HK$'000

E 5 EWFHE Trade recejvables
BVER (R ER) Current (not past due) 1,250,840 0.02% (218) 1,250,622
B ER1 E90K 1-90 days past due 257,900 0.60% (1,544) 256,356
BHA90K M £ Over 90 days past due 114,492 25.41% (29,089) 85,403
1,623,232 (30,851) 1,592,381

il 5T 18 28 R 75 & 70 e U AR SR TR
FHAZELBERENEGHE -
THEFTBEZRAHENARF
ZHEEEMFE - ZFAEE
EXBmAEREREEARTER
s 2 BN o e FEOR R 4R
AlenHmAREEEETHE
B - DAREMR R E B MR AR R 2 AE R
BRESER -

TRESREBLTEERED
U RORRER Y 2 B S E R
K2R -
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The estimated loss rates are estimated based on historical
observed default rates over the expected life of the debtors
and are adjusted for forward-looking information that
is available without undue cost or effort. Such forward-
looking information is used by the management of the
Group to assess both the current as well as the forecast
direction of conditions at the reporting date. The grouping
is regularly reviewed by the management of the Group
to ensure relevant information about specific debtors is
updated.

The following table shows the movement in lifetime ECL
that has been recognised for trade receivables under the
simplified approach.
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35. FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives
and policies (continued)

Credit risk and impairment assessment
(Continued)

2HEHFE 2HRBFEE
BR(EELHE BR(EHR

EERME) FERE) “@ st
Lifetime ECL Lifetime ECL
(not credit- (credit-
impaired) impaired) Total
FHET FA&T FH&T
HK$'000 HK$'000 HK$'000
NRZZEE—NE—H—H Asat1January 2018 42,237 31,327 73,564
(B#E)EERRE Net impairment losses
B8 F 5 (reversed) recognised (4,601) 13,618 9,017
HEATAKE SRR Amounts written off as
uncollectible (6,618) (7,713) (14,331)
HNEE 45 B = KR Currency realignment (167) (2,921) (3,088)
R-ZZT—N\F As at 31 December 2018
+-—_A=+—H 30,851 34,311 65,162
BEEERBEREBATEEREN The Group writes off a trade receivable when there is

- I A B FRIR 2 B RS (B
MEBACEBRKCDETHRE
B - BIARKEEHEE 5 YK
I o

R E B U R I I H At FE M BR X
ZEBMEERRR AKEERE
BOCERELEOKRMATEL
ER(RFEEBRME) - HlA
AEEEZENRBEBREZE
RO VREREEREER
W EEXE M ERERR 2 AE
EERRETERX -

information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has
entered into bankruptcy proceedings.

In determining the ECL for bills receivables and other
debtors, the management of the Group has taken into
account the historical default experience and forward-
looking information, as appropriate, for example, the
Group has considered the consistently low historical
default rate in connection with payments, and concluded
that credit risk inherent in the Group’s outstanding bills
receivables or other debtors are insignificant.
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35. @ T B o) 35. FINANCIAL INSTRUMENTS (continued)

HERMEEREHR
BE e
FEERRRBEFGE)

AEBEREERS  HHBRTHE
RAEGTHRRBEEFRSRBEE
ZRIOTHERDEEERRZE®
BE -ASBEEEERR  BEH
ROFRRRITERBRE BN
B ERBEEFRBETARE
AEGEOZAIENE  BEEX
BERG/SLTERX -

B E T E R
AEBAERRBESRAR B
2R RBAESFHEOKFE - HH
BEHRNEEBRBRR/ABEZKYE
RASEEBRE  LEERS
MEBRBzZHE -BEEEEZER
THEREZERBARERTAE
e

AEBERBROTERIEARD
B 2FBRR - R=2F—N
F+-_A=+—8 A&EBHX
HACAHHETEEEED
3,218,371,000 # T(=— & —
£ :2,949,614,000/% 7T) o

TRAMAEESREBEZIHRT
BREEMBER -MIETESREA
BEmME  ZINRDRBEAEEA
XNERBERFZHZIEMAR
RenERHE -JIREEMNER
FeHENE - RFEEEREE
ZUETAZREFERRESN
HFEBR -
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Financial risk management objectives
and policies (continued)

Credit risk and impairment assessment
(Continued)

The management of the Group considers the short-term
bank deposits and bank balances that are deposited with
the financial institutions with high credit rating to be low
credit risk financial assets. The management of the Group
considers the short-term bank deposits and bank balances
are short-term in nature and the probability of default is
negligible on the basis of high-credit-rating issuers, and
accordingly, loss allowance was considered as insignificant.

Liquidity risk

In management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The management monitors the utilisation of bank
borrowings and ensure compliance with loan covenants.

The Group relies on bank loans as a significant source
of liquidity. As at 31 December 2018, the Group had
available unutilised bank facilities of approximately
HK$3,218,371,000 (2017: HK$2,949,614,000).

The following table details the Group’s remaining
contractual maturity for its financial liabilities. For non-
derivative financial liabilities, the table has been drawn up
based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be
required to pay. The table includes both interest and
principal cash flows. For derivative instruments settled on a
net basis, undiscounted net cash outflows are presented.
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35. FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives

BE =) and policies (continued)
REBESERZ) Liquidity risk (Continued)
FBESRFERERRK Liquidity and interest risk tables
—-fANE -EHE MENL  AHEER
nE EFER BFER EFER Rehg
THH= -fiRk -f k3 ik a5 EHRSHE
More than ~ More than Total
Weighted Tyearbut  2yearsbut  contractual
average Lessthan 1 month to less than less than  undiscounted Carrying
interest rate 1 month 1 year 2 years Syears  cash flows amount
B TEL T AL AL TAL L
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-B-NEtZAZ-8  A31122018
iiEeRMaR Non-derivative financial liabilities
o R E A 7R Creditors and other payables TEENA 574,190 1,201,297 - - 1,775,487 1,775,481
f&E Borrowings
— %8 — at variable rate 3.56 85,252 660,644 617,529 805,726 2,169,151 2,051,257
-8 — atfixed rate 3.60 443,828 148,379 - - 592,207 589,120
1,103,270 2,010,320 617,529 805,726 4,536,845 4,415,864
RIB-tE+ZA=t-8  At31.122017
¥ EeRAE Non-derivative financial liabilities
ERNERRAMENE Creditors and other payables TER NA 625,503 962,549 - - 1,588,052 1,588,052
e Borrowings
#E — at variable rate 258 94,703 722,904 674,898 634,311 2,126,816 2,047 471
—E& — at fixed rate 291 108,240 296,211 19,718 - 424169 420,934
828,446 1,981,664 694,616 634,311 4,139,037 4,056,457
fTETA - L% Derivatives — gross settlement
HEEHLY Interest rate swap contracts
—RA — inflow (467) (3,080) (372) = (3919) (3877)
— i — outflow 478 3,139 375 = 3,992 3,947
[ 59 3 - 73 70
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35. 2@t T B )
TMIBEZAAREE

AEEHIEMEERERAE
RERERARBRAAEFE - T
RREfAENNEEZSSRE
ElemAafzcAnRBE(LERM
£/ 2 EHM LB ABIE) - A
RARBEFEERAAENEHR
ABBZAUBREEDBZAR
BERNE—Z=ZR)ZEHR -

35. FINANCIAL INSTRUMENTS (continued)

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

SREE/SHAR MEFEATRTERARE EXTUREAAHE
Financial assets/financial RTSIREZARE g Fair value valuation Significant
liabilities Fair value as at Hierarchy  techniques and key input(s) unobservable inputs
ZF-)\f It
TEfET=F +ZA=1-A
31.12.2018 31.12.2017
ARANESRIAHERE HE(RBENENE) ZE(BREWRedE) 2§ ERREN-KMALRDEREBNE(RHE TER
af —6,740,000% — 7,041,000 70 R IBRNEERARN) RETONE (]
BRETERR BHRRATRAEE ER
BR(RBUNETE) ER(REYAEHE) AR (WER)) it -
-8 —70,000% 7
Interest rate swap contracts Assets (under hedge ~ Assets (under hedge Level 2 Discounted cash flow. Future cash flows are N/A
classified as derivative financial accounting) accounting) estimated based on forward interest rates
instruments — HKS6,740,000 — HK$7,041,000 (from observable yield curves at the end of the

Liabilities (under
hedge accounting)
— Nil
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reporting period) and contracted interest rates,
discounted at an applicable discount rate taking
into account the credit risk of the counter-parties
and of the Group as appropriate.

Liabilities (under hedge
accounting)
— HK$70,000
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35 £ @ T B s 35. FINANCIAL INSTRUMENTS (continued)
TRITEZAAREE Fair value measurements of financial
(4) instruments (continued)

SHEE/HAR MEFERTRIEBALE EXTTREBALE
Financial assets/financial RIGIREZARE ] Fair value valuation Significant
liabilities Fair value as at Hierarchy  techniques and key input(s) unobservable inputs
%)% ZE-tE
tZAZt-H tZA=1-H
31.12.2018 31.12.2017
RLAEALMRENGE,  RRYTHEEALN 1ER = BRRERRENNL NEREREAERE: MAE BARERM
SRAE-ROARHARL  HERLEZIBY BRE REAREENGLRE ETHHATI8%
kG ERERRIA E&IZ BREDE DAER

-£R £ RZHR

Financial assets at FVTOCI 3.33% equity /A Level 3 Discounted cash flow method was used to capture  Discount rate, taking into
— unquoted equity instruments in the present value of the expected future account of weighted
instruments at FYTOC| MInRERELN economic benefits to be derived from the average cost of capital

BERAT ownership of these investments. of 7.78%

— Nil; and The higher the discount
rate, the lower the fair
value and vice versa

JACommon Good TR EZ8 HEBRERS%Common Good (Cayman) TR

(Cayman) Holdings Holdings Limitedf 3 2 TES Mz A/ fE »

Limited:23.29%

BRIE

—11,750,000% %

3.29% equity N/A Level 2 Fair value derived from market value of the shares  N/A

instruments in of Common Good (Cayman) Holdings Limited in

Common Good recent investment transactions.

(Cayman) Holdings

Limited

— HK$11,750,000
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35. @ T B o) 35. FINANCIAL INSTRUMENTS (continued)

EMITRAZAARERE
(%)
HEtheMEERSRABIAR
BEDRBERERAS RN Z
DREBHREUEE - AARES
RE - LEEEHRARRZS
REERSRMEFZFECRA
DAERE -

WRIEE - AEE AT
RMEREZHEREL
HhECEHMEERAE

AEERETEESB T AT ZE
BREARTEER B EHE -
HRASEYERITERHE R
Reffa BRZEFTLESR
TABRBZERLITNFERAK
BiReMBRAREHEZRE -
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Fair value measurements of financial
instruments (continued)

The fair value of other financial assets and financial
liabilities are determined in accordance with general
accepted pricing models based on discounted cash flow
analysis. The directors of the Company consider that the
carrying amounts of these financial assets and financial
liabilities recorded at amortised cost approximate their fair
values.

Financial assets and liabilities subject
to offsetting, enforceable master
netting arrangements and similar
agreements

The Group entered into International Swaps and
Derivatives Association (“ISDA") Master Agreements for its
derivatives financial instruments. The amounts recognised
for the derivatives financial instruments do not meet
the criteria for offsetting in the Group's consolidated
statement of financial position since there is no cash
collateral pledged in respect of the Group’s derivative
transactions.
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MEXKELEZEE 36. RECONCILIATION OF LIABILITIES

¥ R

TREINEBEAEEERMERH
EXZEBEEHHE  BFERSE
FEBEY  BREXBEL
ZEBEDRERENRABHRAE
BrzGAaRERERANEAIR
BEBRELZRERIZAEE -

ARISING FROM FINANCING
ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing

activities.
HE EfFE EARE @t
Interest Dividend
Borrowings payable payable Total

TATL TAT TATL TAT
HK$'000 HK$'000 HK$'000 HK$'000

R-ZE—+&—-A—H At 1 January 2017
BEHS R Financing cash flow
HHER Finance costs
EELRKE Dividends declared

RZT—+F+=A=+—H At31 December 2017
E=ZE-N\F—A—H and 1 January 2018

RERLR Financing cash flows
5 %R Finance costs
EELRKE Dividends declared

RZZ—N\E+-FA=+—H At31 December 2018

2,246,319 = = 2,246,319
222,086 (56,269) (114,198) 51,619
= 56,269 = 56,269

= = 114,198 114,198
2,468,405 = = 2,468,405
171,972 (67,512) (101,555) 2,905
= 67,512 = 67,512

= = 101,555 101,555
2,640,377 = = 2,640,377
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37. B REETE 37. SHARE OPTION SCHEME
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s RE ([ RES
gl EARKLERRAFAR=ZZE
“FNA-HERMZ EBRE
FFEI([EBRERE]) - EEB
ARFERT IR LRI IR IR 2 R
T 8 #1878 AR 0 A AR IR B R IR A
&8I Z R RTT 6 o 3758 AR i 5T &
BR—_E-_—_FRA=-F+MHEE
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Ko MEREFECZCENAERS
kB2 EATERER - Wik
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NAIZREBER - B RKRE
ez F ZRREEERERTE
B - ZEFEnEEERETA
SEAFMNEEREES  BEARA
AENBARIZES A5 H
ZAERE UK EERRBEMER
NBAA FEREFUREHR KR
A ER  URBARQF 2K
Do HEZEREZITERE R
LHHEH TN SBBE+F  BE
EeRBRETITERATET
FHEREBERG - EZRNERZ
BRERES 1B T 2RBANR
B -BRERNDZIBBERTD
RAT=ZFz28EeE : ((RHR
REBEBZEmE : (DRHNVE
EELHPAIARR S H 2 FH
W@ RiRh < EE - A%
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fR - NSHBBNARE TR ER
BEBARRE 2B BITRA10%
ZHEBELE AMm BITEME
im R 1T B AR M T AT gE B 1T 2 AR
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TR 230% « EREBEARD
AIRESEMEZBERT F EE
o] — F IR T EREA 2 58 I%E
BHEE  TEBBARA TR
BEBEITRHZ21% -
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On 25 May 2012, the shareholders of the Company at the
annual general meeting approved the adoption of a new
share option scheme (the “New Share Option Scheme”)
and the termination of the old share option scheme (the
“Old Share Option Scheme”) which was adopted by the
Company on 3 September 2002. Options granted under
the OId Share Option Scheme prior to such termination
will continue to be valid and exercisable in accordance
with the rules of the Old Share Option Scheme. The New
Share Option Scheme will expire on 24 May 2022 in order
to comply with the terms of Chapter 17 of the Listing
Rules. The purpose of the New Share Option Scheme is
to recognise and motivate the participants and to provide
incentives and a direct economic interest in attaining
the long term business objectives of the Company. The
principal terms of the New Share Option Scheme are
similar to those of the Old Share Option Scheme, the Board
may grant options to any eligible employees of the Group,
including directors of the Company or its subsidiaries,
legal, financial, management and technical advisers
and consultants, major customers and raw material and
machinery suppliers of the Group, to subscribe for shares
of the Company. The exercise period of options granted
shall not be more than ten years from the date of grant
and the Board may impose restrictions on the exercise of
options during the period options may be exercised. A
nominal consideration of HK$1 is payable on acceptance of
the grant of options. The subscription price of the option
share is not less than the higher of (i) the closing price of
the shares on the date of grant; (ii) the average closing
prices of the shares on the five trading days immediately
preceding the date of grant; and (iii) the nominal value of
the shares. The maximum number of shares in respect of
which options may be granted may not exceed in nominal
amount of 10% of the issued share capital of the Company
at the date of approval of the New Share Option Scheme.
However, the total maximum number of shares which may
be issued upon exercise of all outstanding shares options
must not exceed 30% of the issued share capital from time
to time. The number of shares in respect of which options
may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company in
issue from time to time, without prior approval from the
Company’s shareholders.
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37. R AEHE w0 37. SHARE OPTION SCHEME (continued)
BERBEEBERETERD 2B The share options granted before under the Old Share
MRS B Y B EE RN - 1 Option Scheme vest immediately and will continue to be
BIEEREKREE 2R B1T6E - valid and exercisable in accordance with the rules of the

Old Share Option Scheme.

KATREREFEI T2 MAITE A summary of the movements of the outstanding options
BRENSREHE 2 ZHRE and their related weighted average exercise prices during
EEMEFLETEERI AT each of the reporting periods under the Company’s share

option scheme is as follows:

BE-Z-—-NFE+=-A=+—H For the year ended 31 December 2018
LEFE
BREYE
Number of share options
RZB-NF RZ-N%
-5-8 t=A=t-8
REAH kg HATE ERRY Enfri EREH HARGE
Granted Exercised Cancelled
Exercise  Outstanding during during during  Outstanding
Date of grant price at 1.1.2018 the year the year the year  at31.12.2018
BT
HKS$
ERRETE ZESNFTA=1-H
0ld Share Option Scheme 31.10.2008 1.950 140,000 - (140,000) - -
ZEENETARA
5.10.2009 4.536 640,000 - - (60,000) 580,000
780,000 - (140,000) (60,000) 580,000
ERE Z3-Z5-At-H
New Share Option Scheme 11.1.2013 5.942 4,630,000 - - (440,000) 4,190,000
BT BT BT E7 B
HKS HKS HKS$ HKS HKS
BRMETHARE
Weighted average exercise price
per share 5.672 — 1.950 5113 5.1
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37. B ESTE o)

BE-_Z-—tH¥+=-A=+—H

37 SHARE OPTION SCHEME (Continued)

For the year ended 31 December 2017

I FE
BRExA
Number of share options
RIE-tF RoE-t%
~A-8 t=Azt-A
RHAH i HATR ERRH ERfTE EREH HAMR
Granted Exercised Cancelled
Exercise  Outstanding during during during  Outstanding
Date of grant price at1.1.2017 the year the year theyear  at31.12.2017
BT
HKS
ERRERE “ZEtEMAZH
0ld Share Option Scheme 3.4.2007 4,050 152,000 — - (152,000) —
ZEENETA=T-H
31.10.2008 1.950 220,000 - (78,000) (2,000) 140,000
“EENETARER
5.10.2009 4536 710,000 - - (70,000) 640,000
1,082,000 - (78,000 (224,000) 780,000
iU HE | ZE-Z£-f+-8
New Share Option Scheme 11.1.2013 5.942 5,140,000 - - (510,000) 4,630,000
BT BT BT BT AT
HK$ HKS HK§ HKS HK$
FRMETHAEE
Weighted average exercise price per share 5.594 - 1.950 5.405 5.672
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37 ,ﬂ‘ﬁ Hﬁ *E ﬁ %ﬂ (&) 37 SHARE OPTION SCH EME (Continued)
EEERERANEEMEERE Details of the options held by the directors included in the
ZHBWT : above table are as follows:
BE-ZEZE-NE+=-BA=+—H For the year ended 31 December 2018
LFEE

BRE#A
Number of share options
RZB-NE RZB-NF
-B-H TZAZt-H
RAAH e HATR FREFIE FRTHE HRATE
Reclassified Exercised
Exercise  Outstanding during during  Outstanding
Date of grant price at 1.1.2018 the year the year  at 31.12.2018
B (H&E)
HK$ (note)
MR E ZZ-=£-f+-H
New Share Option Scheme 11.1.2013 5.942 400,000 (200,000) - 200,000
BE=-Z—tH+=-A=+—H For the year ended 31 December 2017
LFE
EREHA
Number of share options
e e R
~A-8 t=A=t-A
Rt A H 1@ HATR EREHHE FRTE M AR
Reclassified Exercised
Exercise Outstanding during during Outstanding
Date of grant price at 1.1.2017 the year the year  at 31.12.2017
BT
HK$
MR ET & ZZ-=%5-f1+-H1
New Share Option Scheme 11.1.2013 5.942 400,000 — — 400,000
Mz : BHEREEDEFHTIHTES - Note: Mr. Kwong Kwok Chiu resigned as executive director with
BE-_EZ—-N\E—A—H#E4 effect from 1 January 2018 and his number of share options
W EERESERESR A was reclassified as share option to non-director.

ROFEEBEREER -
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37. BIRREST &l ») 37. SHARE OPTION SCHEME (continued)
SRITEBEIREB BRI AR R R The weighted average closing price of the shares of the
Bz NEFEHKTEE2.6308 Company immediately before the dates on which the share
(=T —+F :3.23787L) - B options were exercised was HK$2.630 (2017: HK$3.237).
FERBAITEBREZ INEFH The options outstanding at the end of the year have a
Fler B FHAIEF (T —+ weighted average remaining contract life of 3.63 years
& 453F) - (2017: 4.53 years).
RIEEEREAEBELE AR All share options granted under the Old Share Option
BRERELEBANEREE @ 17F Scheme vested immediately at the dates of grant with the
HERH R +F - BEH exercisable period of ten years from the dates of grant.
BREFZFRECERENE LD The share options granted under the New Share Option
HHEMFEEGE  ZFEBER Scheme were vested over two years from the dates of
ER-_ZE—FHE—A+—BEE grant and they are exercisable commencing from 11
—E_=F—A+HIEAFITE - January 2015 to 10 January 2023.
38. E A RIE 38. CAPITAL COMMITMENTS
—E-N\F —E—tF
2018 2017
FET FET
HK$'000 HK$'000
EBRKEYDE BEX Capital expenditure in respect of the
REBEZ2EARFX acquisition of property, plant and
BETHERRE equipment contracted for but not
RE SRS BB provided in the consolidated financial
statements 89,365 42,012
39. REFHERIE 39. OPERATING LEASE COMMITMENTS

AEBEREBEA

RIS HK - REEHR THIF
BER 2 W E YL T H
70 8 T A AR BT R R B R

The Group as lessee

At the end of the reporting period, the Group had
outstanding commitments for future minimum lease
payments under non-cancellable operating leases in

B respect of rented properties which fall due as follows:
—E2-NE —E
2018 2017
FTER FH& T
HK$'000 HK$'000
—F R Within one year 18,206 16,417

F_EZERE(EREME  Inthe second to fifth year inclusive

BRERERN) 49,389 50,600
AF% After five years 16,788 17,677
84,383 84,694

240 ERLIEEERAT —= \EEEF




B3R & FINANCIAL STATEMENTS

REPBREMEE

Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

30. REHERE =) 39.

RERAEETZ2HEL  HHEE
e —E-_+F8%E -

AEBEERBEBEA
RBEWK - ARBERBPHT
SR A BT E AT LA -

OPERATING LEASE COMMITMENTS

(Continued)

Under the leases entered into by the Group, the lease
terms and rentals are fixed from one year to twenty years.

The Group as lessor

At the end of the reporting period, the Group had
contracted with tenants for the following future minimum
lease payments:

—E-N\E —E—+tF

2018 2017

F#& T FET

HK$'000 HK$'000

—F R Within one year 9,541 10,466
FE-ZERFE(HEREME  In the second to fifth year inclusive

BEEA) 112 13,371

9,653 23,837

RAEZMEEENEZHEF - H
HNF—ZERF -

The properties held have committed tenants ranging from
one year to five years.
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10.FBE ARG 40. RELATED PARTY TRANSACTIONS

@ FA AX&EBDH XM (a) During the year, the Group paid rent of HK$960,000
960,000 & (= & — t (2017: HK$960,000) and HK$350,000 (2017:
F :960,000 & 7T) K HK$600,000) to Goldex Investments Limited
350,000 & (= T — ("Goldex"”) and Galsheer Investments Limited
& 600,000 L) 2 & (“Galsheer”) respectively in which Mr. Ip Chi Shing
FTHEEEERR QRS and Mr. Yip Tsz Hin, directors of the Company,
ZNOEEREIKREAERA A have controlling interests over Goldex and Galsheer
(8] ARAIZES respectively.

REREEREFHEED
AIRBEREEFEIERE

o

Bl

(b) FAR  ANEFBYRDEEKE (b)  During the year, the Group received rent and license
ZEHSERABIZHAE RE fee of HK$501,000 (2017: HK$400,000) and service
A & A 501,000 T (== fee income of HK$53,000 (2017: HK$41,000) from
—+ 4 400,000 T) M AR Ip Chi Shing Charitable Foundation Limited in which
7% & F U A 53,000 7T (= Mr. Ip Chi Shing, director of the Company, has
T —+4F 41,0008 5T) - controlling interest over it.

BAZ A AER R -

(0 FA ANEBHEBET—MH (c) During the year, the Group entered sales contracts
2 N B) 5] N A& 8465,000 of HK$465,000 (2017: nil) and purchase contracts
BT(ZE—+F: E)2 of HK$1,432,000 (2017: nil) with an associate of the
5 & A 49 % 1,432,000 T Group.

(ZE2E—+tF :  B)2EE
BH o

(d EBEBABARALRFES (d) The key management personnel are the directors of
EARRRITHRERAE the Company and the management executives of the
F R E 7 FI IS E N AT Company. The details of the remuneration paid to
6 ° them are set out in note 6.
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iR K48 7 51 8

AEE 2 ERBERERRT K
e EBEREE ([HER
REt &) RRB AR B EE
BROIN—_ZEEFT AKX
ZREEREEF(REES
2 ZEFECEERAKH
ZEENHRFR BREATHE
ZEREEHABE - ERED
BIRNSL 2 A - IR B R IR &
REZEBAEEZEESBBX
R BEREDFE M
ER_ZEETF+_A—Ba
NEgmABRAEBE 2 EEREAES
HERTEEEE -

AEERPEZHBAREET
HMPERAFEFCBEREER
REAFAEZKE - HEHBAR
AZHERREEF S ZHER
D ERZEKRBHFE A
T AKEZHE-BEERAZE
RAEF AT &I IR A E K o

18 = Bk 2 X 4 &47,234,000
B(ZZ —+ F 147,727,000
BIL) c RRAEE IR SR A
FIACZEERAGHMAERZS
FrEE NS ERZEHRK R ZF
—NE+-A=+—8  #HRE
HA 8 P 5 2 £ 3k 461,000/ T (=
T — -+ F : 446,000 7T) 5 K
FZEHE - ZEREERBRE

HRE AT -

REVBREME

Notes to the Consolidated Financial Statements

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

41. RETIREMENT BENEFIT PLAN

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Schemes Ordinance (the “ORSO Scheme”)
and a Mandatory Provident Fund Scheme (the “MPF
Scheme”) established under the Mandatory Provident Fund
Schemes Ordinance in December 2000. The assets of the
schemes are held separately from those of the Group, in
funds under the control of trustees. Employees who were
members of the ORSO Scheme prior to the establishment
of the MPF Scheme were offered a choice of staying
within the ORSO Scheme or switching to the MPF Scheme,
whereas all new employees joining the Group on or after 1
December 2000 are required to join the MPF Scheme.

The employees of the Group’s subsidiaries in the PRC
are members of a state-managed retirement benefit plan
operated by the government of the PRC. The subsidiaries
are required to contribute a specified percentage of
payroll costs to the retirement benefit scheme to fund the
benefits. The only obligation of the Group with respect
to the retirement benefit plan is to make the specified
contributions.

The costs charged to profit or loss of HK$47,234,000
(2017: HK$47,727,000) represent contributions paid or
payable to these plans by the Group at rates specified in
the rules of the plans in respect of the current accounting
period. As at 31 December 2018, contributions of
HK$461,000 (2017: HK$446,000) due in respect of the
reporting period had not been paid over to the plans. The
amounts were paid over subsequent to the end of the
reporting period.
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42. T E[ B A T
ARl FTERBARIZHEBMN

T

WELREH

42. PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries are as

EMRL/ GRS

Place of
incorporation/

follows:

BRARAZEE/
HREAR

Nominal value of
issued share capital/

FEEHBERTRE
HE/HRER 2B
Proportion of nominal
value of issued share
capital/registered capital

TEEH

Name of subsidiary registration registered capital held by the Group Principal activities
“E-NE —F-tF
2018 2017
FERRERAA &b TRk —28T - 100% #MxERE
(Ha)
Base Rich Development Limited Hong Kong Ordinary — HK$2 — 100%  Property investment
(note a)
EHREMI(LB)BRAR hE—-BENELE  AARER - 100% 100% EE%H
A K #2,000,0007¢
Bauhinia Chemical (Shanghai) PRC — wholly owned Capital contribution — 100% 100%  Trading in coatings
Company Limited foreign enterprise RMB2,000,000
ZREEHEEBRAA BB ERR — 149,665 0 100% 100% REHR
ERER — 3353 T (Mt &Eb) (Ht&tb)
Bauhinia Coatings Group Limited ~ Hong Kong Ordinary — HK$149,665 100% 100% Investment holding
Deferred — HK$335 (note b) (note b)
ZHEEH(LB)BERAR TE—-BENELE  AARER - 100% 100% REREFEH
40,800,000% 75
Bauhinia Coatings Manufacturing ~ PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
(Shanghai) Co., Limited foreign enterprise UsD40,800,000 trading in coatings
Bauhinia Paints Limited KBRZES EER— 1,000 100% 100% HEER
British Virgin Islands Ordinary — HK$1,000 100% 100%  Investment holding
ZRERR(RH)BRAT wE—BENELE  EAEE - 100% 100% HEREFZH
A K #28,000,0007T
Bauhinia Paints Manufacturing PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
(Chengdu) Company Limited foreign enterprise RMB28,000,000 trading in coatings
RBEMAR LA R Lak— 208 100% 100% REER
MK — 600,000 (Hiztb) (Ht&tb)
Bauhinia Paints Manufacturing Hong Kong Ordinary — HK$20 100% 100% Investment holding
Limited Deferred — HK$600,000  (note b) (note b)
ZHEER(LB)ERAF hE—-BENELE  AARER - 100% 100% HERE
6,100,000% 1
Bauhinia Paints Manufacturing PRC — wholly owned Capital contribution — 100% 100%  Property investment
(Shanghai) Company Limited foreign enterprise UsDs, 100,000
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42. PRINCIPAL SUBSIDIARIES (continued)

AR/ R

Place of
incorporation/

BRARAZAE/
HREAR

Nominal value of
issued share capital/

FEEHBERTRE
HE/HARER 2B
Proportion of nominal
value of issued share
capital/registered capital

TEER

Name of subsidiary registration registered capital held by the Group Principal activities
“¥-NE —F-tF
2018 2017
ZHRERRRI)ERAF B —BENELE  ARER— 100% 100% EE%H
28,800,000/ 1T
Bauhinia Paints Manufacturing PRC — wholly owned Capital contribution — 100% 100%  Trading in coatings
(Shenzhen) Company Limited foreign enterprise HK$28,800,000
FEFARE(TIE) BRAR B —BENELE  ARER— 100% 100% HEREERR
A K #88,000,000 7T
Bauhinia Variegata Ink & PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
Chemicals (Hebei) Limited foreign enterprise RMB88,000,000 trading in inks
FEFARE(NL)BRAR B —BENELE  ARER— 100% 100% HREREERR
40,000,000% 7.
Bauhinia Variegata Ink & PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
Chemicals (Zhejiang) Limited foreign enterprise USD40,000,000 trading in inks
HEFRE(RL)ERAR B —BENELE  ARER— 100% 100% HREREERR
180,000,0007% ¢
Bauhinia Variegata Ink & Chemicals ~ PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
(Zhongshan) Limited foreign enterprise HK$180,000,000 trading in inks
EEBRMARDA R Lak—28n 100% 100% REZK
Best Lubricant Blending Limited Hong Kong Ordinary — HK$2 100% 100%  Investment holding
BRRE(FE)ARAA &b TRk — 18T 100% — REHEK
Best Prospect Investments Hong Kong Ordinary — HK$1 100% —  Investment holding
(Hong Kong) Limited
ABEREBRAF &b @K —10,000% ¢ 100% 100% #WELRE
Big Youth Investments Limited Hong Kong Ordinary — HK$10,000 100% 100%  Property investment
Brandway Limited ABRLES LER— 15T 100% 100% REZR
British Virgin Islands Ordinary — USD1 100% 100%  Investment holding
BRCIARERAR R E B — 160,000 1T 75% 5% RAERREERE
Concord Chemical Storaging Hong Kong Ordinary — HK$160,000 75% 75%  Investment holding and

Limited
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42. T EHE D T ) 42. PRINCIPAL SUBSIDIARIES (continued)

BRARAZAE/ FEBBEERORA

WEARER HRAYL/EMeE  EREL AE/ERERZEAIL TEEH
Proportion of nominal
Place of Nominal value of value of issued share

incorporation/

issued share capital/

capital/registered capital

Name of subsidiary registration registered capital held by the Group Principal activities
ZB-NF —EZ—LF
2018 2017
RE#IEEMBRAR mE - BENELE  EAER - 100% 100% EE#E
24,500,000/ 1T
Da Chang Polymers (Huizhou) PRC — wholly owned Capital contribution — 100% 100%  Trading in resins
Limited foreign enterprise HK$24,500,000
REATHBERERRERLR HE-BENELE BXEHN-— 100% 100% HEREEFER
50,000,000 7t
Dongguan Pacoil Lubricant Company PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
Limited foreign enterprise HK$50,000,000 trading in lubricants
EHERAA BR Lak— 281 100% 100% REER
Goldchain Limited Hong Kong Ordinary — HK$2 100% 100%  Investment holding
BEERAA EETD TR —1%71 100% 100% REZRK
Great Success Limited Samoa Ordinary — USD1 100% 100%  Investment holding
RECIERARRA &b & Bk — 600,000 1T 100% 100% REAERREERH
Handsome Chemical Development ~ Hong Kong Ordinary — HK$600,000 100% 100%  Investment holding and
Limited trading in solvents
RELIREERAT BR L@ — 60,000 T 100% 100% REAERS
Handsome Chemical Services Hong Kong Ordinary — HK$60,000 100% 100%  Provision of treasury
Limited services
BE2K(EB)BERAR mE—BENELE  EAER— 100% 100% HERBERH
20,000,000 &
Hang Cheung Coatings PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
(Hui Yang) Limited foreign enterprise UsD20,000,000 trading in coatings
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BRARAZAE/
HREAR
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issued share capital/

FEEHBERTRE
HE/HARER 2B
Proportion of nominal
value of issued share
capital/registered capital

BE-_Z—\F+_-_A=+—HI-FE For the year ended 31 December 2018

42. PRINCIPAL SUBSIDIARIES (continued)

TEER

Name of subsidiary registration registered capital held by the Group Principal activities
“¥-NE —F-tF
2018 2017
Hang Cheung Petrochemical HBRTEE L@k — 1% 100% 100% HBEER
(International) Limited British Virgin Islands Ordinary — USD1 100% 100%  Investment holding
BEAMEIERAR R £ 3B — 800,000% 7T 100% 100% REZK
Hang Cheung Petrochemical Limited Hong Kong Ordinary — HK$800,000 100% 100%  Investment holding
Hang Cheung (W.S.) Limited EETD LA —1%7n 100% 100% #BERRK
Samoa Ordinary — USD1 100% 100%  Investment holding
EMEELIBERAA hE—-BENELE ARER - 75% 5% HEREERH
A K #15,000,0007T
Huizhou Shengda Chemical PRC — wholly owned Capital contribution — 75% 75%  Manufacture of and
Company Limited foreign enterprise RMB15,000,000 trading in solvents
IMRELCIZRERAT hmE—RERELE  BEAER - 75% 5% HEREERHY
289,000,000 1T
Jiangmen Handsome Chemical PRC — equity joint venture Capital contribution — 75% 75%  Manufacture of and
Development Limited HK$289,000,000 trading in solvents
IARARIERERAR mE—-BENELE  AARER - 75% 5% HEREERH
53,000,000 7
Jiangmen Thansome Solvents PRC — wholly owned Capital contribution — 75% 75%  Manufacture of and
Production Limited foreign enterprise HK$53,000,000 trading in solvents
SILIEHERATA BB E Bk — 160,000 1T 75% — EERH
Jinjiang Chemical Trading Limited ~ Hong Kong Ordinary — HK$160,000 75% —  Trading of solvents
Prophet Investments Limited RERLES L@k —1%T 100% 100% REER
British Virgin Islands Ordinary — USD1 100% 100% Investment holding
Radiant New Limited RERRES ERR—1%n 100% 100% HERE
British Virgin Islands Ordinary — USD1 100% 100%  Property investment
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2. T EME DA e

WELREM EMRL/ GRS

Place of
incorporation/

BRARAZEAE/
HREA

Nominal value of
issued share capital/

FEEEBERTRE
HE/HMER 2B
Proportion of nominal
value of issued share
capital/registered capital

42. PRINCIPAL SUBSIDIARIES (continued)

TEER

Name of subsidiary registration registered capital held by the Group Principal activities
ZB-NF —EZ—LF
2018 2017
FESINEIZEARAT mE - BENELE  EAER - 75% 75% HREREEAY
723,980,000 1T
Taixing Jinjiang Chemical Industry ~ PRC — wholly owned Capital contribution — 75% 75%  Manufacture of and
Company Limited foreign enterprise HK$723,980,000 trading in solvents
BESE(FE)ARRA R Lak— 281 100% 100% HEER
TM Holding (Hong Kong) Limited ~ Hong Kong Ordinary — HK$2 100% 100%  Holding of trademark
M Holding Limited RERLES L@k — 14T 100% 100% HEEE
British Virgin Islands Ordinary — HK$1 100% 100%  Holding of trademark
ERRE(RE)ARAA R Lak— 1R 100% 100% EBEZH
(MBEXEH(FE)BRAA)
Yip's Camel (Hong Kong) Limited ~ Hong Kong Ordinary — HK$1 100% 100%  Trading in coatings
(formerly known as Yip's Coatings
(Hong Kong) Limited)
Yip's Chemical (BVI) Limited EBRAES @K — 5008 T 100% 100% REER
British Virgin Islands Ordinary — HK$500 100% 100%  Investment holding
ERGIfB(LB)BRAR  PE—BENELE EXER - 100% 100% HERAE
17,000,000% 7
Yip's Chemical Research & PRC — wholly owned Capital contribution — 100% 100%  Research and
Development (Shanghai) foreign enterprise UsD17,000,000 development
Company Limited
EREE(%E)ERLA R L@ — 999,500 T 100% 100% REZRRREHERE
BRI — 500 7T (Mt &Eb) (Ht&b)
Yip's H.C. (Holding) Limited Hong Kong Ordinary — HK$999,500 100% 100%  Investment holding and
Deferred — HK$500 (note b) (note b) provision of services
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42. TEM B D B 42. PRINCIPAL SUBSIDIARIES (continued)
BRARAZEE/ FEEHBERTRE
WEARER HMRL/ EMeE  EREX HE/HMEAZELE FEEER
Proportion of nominal
Place of Nominal value of value of issued share
incorporation/ issued share capital/ capital/registered capital
Name of subsidiary registration registered capital held by the Group Principal activities
“B-NE —FTLF
2018 2017
ERT#BRERLA Bk T &A% — 10,0007 T 75% 5% REZRREEARH
Yip's Industrial Holdings Limited Hong Kong Ordinary — HK$10,000 75% 75%  Investment holding and

trading in solvents

ERm2(5E)ARAR &b ERAR—28T 100% 100% REBRREEHS
Yip's Ink & Chemicals (Group) Hong Kong Ordinary — HK$2 100% 100%  Investment holding and
Limited trading in inks
EXBEH(EE)AERAR &b TR — 290,000 T 100% 100% REZRREEERRH
Yip's Lubricant Limited Hong Kong Ordinary — HK$290,000 100% 100%  Investment holding and

trading in lubricants

Yip's Pacific Limited EBEAHS Lak— 100% 100% REER
36,251,000/ 1T
British Virgin Islands Ordinary — HK$36,251,000 100% 100%  Investment holding

ERERM(LE)ERAR mE—BENELE  BEAEE —250000%7 100% 100% EEERH

PRC — wholly owned Capital contribution — 100% 100%  Trading in lubricants
foreign enterprise UsD250,000
BEEVANBEERAR PE—-RERELE  EER—9300,000%7T 60% 60% BEREEMK
PRC — equity joint Ordinary — USD9,300,000 60% 60%  Manufacture of and
venture trading in resins
EREERR(RINERAR BB BENEGE BAXER - 100% 100% K%
AR #1,000,0007
PRC — wholly owned Capital contribution — 100% 100%  Provision of services
foreign enterprise RMB1,000,000
RETABRENERNARAT A BENELE HAEE- 00% 100%  REAEES
AR #1,000,0007
PRC — wholly owned Capital contribution — 100% 100%  Provision of car services
foreign enterprise RMB1,000,000
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2. T EME DA e

42. PRINCIPAL SUBSIDIARIES (continued)

Wi

(a) MEAREKENR-ZF—N
—H

HE - HBEFESH

(b) FEEXKEFRBEZELERNGE
- L S e A o 2 I /N
RAGZRERHEEANZA
AREASEREELERE &
BEERE WEBARFTE A
AEBEBEZHEERZS
BRI 2EARBREAHK
100,000,000,0003% 7T » R iE &
BRAFEANTEERZA AT
HREETERENEREREE
ERDIZNZER

B Yip's Chemical (BVI) Limited
RARBEEFEEI  FTE H MM
BARMYRMERE KREAS
EEMBZIREERABIN P
ELaMBARIZ EEEEME
HAESEEMA L Mz
2o

ERMIIAEEZHBARNE
ERREFELAKREREXEE
HEEZETEMNBAR EFR
RINHEMHBRRZFERB
RITERE -

EHBRARANR=_ZE—NE+=A
=+ — B35 R E A B R AT EAE
AEEES °

250 ERCIEEERAT —z=—)\FEFH

Notes:

(a) The subsidiary is subsequently disposed on 1 March 2018.
Please refer to note 33 for details.

(b)  The deferred shares, which are not held by the Group, carry
no right to dividend or to receive notice of or to attend or
vote at any general meeting of the company. On a winding-
up, the holders of the deferred shares are entitled out of the
surplus assets of the company to a return of capital paid up
on the non-voting deferred shares but only when holders
of ordinary shares, namely, the Group, have received in full
the return of capital paid on them and, in aggregate, a total
sum of HK$100,000,000,000.

Except for Yip’'s Chemical (BVI) Limited which is held
directly by the Company, all other subsidiaries are
indirectly held. Except for the investment holding
companies which have no specific place of operation,
all the above subsidiaries operate principally in their
respective place of incorporation/registration.

The above table lists the subsidiaries of the Group which,
in the opinion of the directors, principally affected the
results or assets or liabilities of the Group. To give details
of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

None of the subsidiaries had any debt securities subsisting
at 31 December 2018 or at any time during the year.
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42. PRINCIPAL SUBSIDIARIES (continued)

The table below shown details of non-wholly owned
subsidiaries of the Group that have material non-
controlling interests:

FEREEERZ

KEAREHE AMAIAEREEEE Y FRERERREELH

Proportion of ownership interests

AETHERERE 2ER

it FERER

Place of incorporation and voting rights held by Profits allocated to Accumulated
Name of subsidiary and principal place of business non-controlling interests non-controlling interests non-controlling interests
“5-)\% “E-t% “E-N\% 1% “5-)\F ZE-tf
2018 2017 2018 2017 2018 2017
TER TR TER TR
HK$'000 HKS$ " 000 HK$'000 HKS" 000
TFRECIZRERAAR hE 5% 25% 59,641 70533 356,442 336,728
ERBAR(NIMRESE]
Jiangmen Handsome Chemical PRC
Development Limited and its
subsidiary (the “Jiangmen
Handsome Group”)
BALIRRERAAR gt 25% 5% 5,219 10,365 213,774 212,012

ERBRAR(HENEE])

Concord Chemical Storaging Limited ~ Hong Kong
and its subsidiaries (the “Concord
Group”)

M FESTEBIXFERIAN
—FLFABNEEBES
TFPIRESEE - NEREAE -
FRERERTA AR
RIRERLL I ERES - HL
BEGEHEIERTIMIRES
5

ERBEREANFERER AR
BB AR ZHBER (REEE
R EERE) HEHT 0
T UTHMBERBEZREESE
B H 2 5 A2 8RR -

Note: Taixing Jinjiang Chemical Industry Company Limited was
transferred from the Concord Group to the Jiangmen
Handsome Group during the year of 2017. There was no
change in proportion of ownership interests and voting
rights held by non-controlling interests before and after the
transfer. This respective operating results are allocated to
the Jiangmen Handsome Group accordingly.

Summarised financial information, which is prepared
in accordance with HKFRSs, in respect of the Group's
subsidiaries that have material non-controlling interests
is set out below. The summarised financial information
below represents amounts before elimination of intragroup
transactions.
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2. T EME DA e

42. PRINCIPAL SUBSIDIARIES (continued)

—Z-N\F —E—+F
2018 2017
FE T FET
HK$'000 HK$'000
IFREER Jiangmen Handsome Group
S Revenue 8,924,881 6,922,068
T Expenses (8,686,319) (6,639,935)
2R 48 7| Profit for the year 238,562 282,133
AE2ERZ R Total comprehensive income
for the year 124,167 406,230
EmEEE Non-current assets 596,608 564,417
mEEE Current assets 3,011,481 2,953,283
mEAE Current liabilities (2,180,901) (2,167,769)
FERBEE Non-current liability (1,423) (3,020)
MR 7 Total equity 1,425,765 1,346,911
REEBREELEZIHE  Net cash inflow (outflow) from
mACGER)FE operating activities 608,164 (10,191)
REEBFEEZR® Net cash outflow from
7 SRR investing activities (155,577) (533,329)
BEXBAELEZRE Net cash (outflow) inflow from
O ) A58 financing activities (226,618) 740,153
W m A FE Net cash inflow 225,969 196,633
[RENE g Enl Dividends paid to
non-controlling interests (11,328) —
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42. T EHNBE 28w 42. PRINCIPAL SUBSIDIARIES (continued)
—E-N\F —EB—4F
2018 2017
TERT T T
HK$000 HK$'000
1 1 & E Concord Group
BER Revenue 162,804 250,510
F Expenses (141,930) (209,047)
R 48 F| Profit for the year 20,874 41,463
REZTHEWRZHERE Total comprehensive income
for the year 7,049 81,299
EmEBEE Non-current assets 15,955 21,590
mENEE Current assets 875,480 859,252
mEaE Current liabilities (36,134) (32,784)
FREEE Non-current liabilities (203) (9)
g Total equity 855,098 848,049
KREEXBREE RS Net cash inflow from
mAF R operating activities 40,656 22,335
REXEBHEEZRE Net cash inflow from
A E investing activities 328 516,618
MEXBFEEZRS Net cash outflow from
it O &8 financing activities (13,664) (627,918)
BemACGRH)F58 Net cash inflow (outflow) 27,320 (88,965)
B EERERRKE Dividends paid to
non-controlling interests — (29,615)
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43. FEHESEH

a)

—E-hF—A+NA8"
SERE—FBILFE=
AVEERE  BUAEE
HEHEARR —REE
2EWBRARAIERR
(E8)BR2A(TEAIE
g ) zaEEs BHer
B#4 & AR ¥269,947,000
7T (#8& 7 #9307,335,0007%
TC) c AR RFEMRN
ARz Bt — AT ¥
M - R HRARE B H

i
Z

RZE—NWF—A=Z+HA
B NEBEI— D
W B AT 4b K 2805 B 4 1S AR
BEBRAR(KAEEHH
27.75%Em 2 BE N T Z
BINE AR HEREY
A A R 29,987,000 7T (48
& A 4934,140,0003% 1) ©
RRBEKE AEEEFH
ZEE N A 2 RARERS D I
Z38.58% ° % X 5 R AR
“HHETAK -

254 EREIEEERAT —z=—)\FEFH

43. EVENTS AFTER THE REPORTING
PERIOD

a)

On 18 January 2019, the Group entered into a
sale and purchase agreement with an independent
third party, pursuant to which, the Group will
dispose of the entire interest in an indirect wholly-
owned subsidiary of the Company, Bauhinia Paints
Manufacturing (Shanghai) Company Limited
("Bauhinia Paints”), at a cash consideration
amounting approximately RMB269,947,000
(equivalent to approximately HK$307,335,000).
Bauhinia Paints is holding of a land and an industrial
property located in the PRC. The transaction was not
completed at the date of this report.

On 25 January 2019, the Group entered into an
agreement to acquire additional equity interest of
AL R A BRIERBBER DA, being a 27.75%
associate of the Group, at cash consideration
amounting approximately RMB29,987,000
(equivalent to approximately HK$34,140,000). The
equity interest of the associate held by the Group
was then increased to 38.58% upon completion
of the transaction. The transaction was completed
before the date of this report.
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44. 75 A 5] B 1% AR R & 44. STATEMENT OF FINANCIAL
POSITION OF THE COMPANY
—EB-N\E —EF—LF
2018 2017
FE T FAET
HK$°000 HK$'000
JEmBEE Non-current assets
KRB AR Z’E Investment in subsidiaries 426,688 445,808
FE U — A Bt /8 A &) Amount due from a subsidiary
IR 818,848 837,174
1,245,536 1,282,982
mENE E Current assets
H A, 18 Ui BR 3R K TR A Other receivables and prepayments
IR 145 180
FE U — & B 88 1 &) Amount due from a subsidiary
A — 12,843
RITEHR LIRS Bank balances and cash 483 630
628 13,653
mE A fE Current liabilities
H i JE 5 BR Bk % B AT Other creditors and accrued charges
=4 701 3,618
FE A~ — BT 8 2 &) Amount due to a subsidiary
IR 66,911 —
EeMI A Derivative financial instruments 2,525 6,203
70,137 9,821
nE(BE)EEFE Net current (liabilities) assets (69,509) 3,832
BEFE Net assets 1,176,027 1,286,814
A% AR K % 1 Capital and reserves
& 2 Share capital 56,403 56,389
ER Reserves 1,119,624 1,230,425
R Total equity 1,176,027 1,286,814
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44, XD BB ERR K 2 44, STATEMENT OF FINANCIAL
POSITION OF THE COMPANY (continued)

EiEEE Movement of reserves
RktEE BRERRE At EififE HzmBRE  REEA ait
Share Capital
Share options Other  Translation  redemption Retained
premium reserve reserve reserve reserve profits Total

TR TEL TR TEL TR TEL TERL
HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000

(&)
(note)
RZF-tF-F-H At 1 January 2017 504,744 5,935 77,700 82,753 5416 412,642 1,089,190
REAF Profit for the year = = = = = 134,001 134,001
RAEZ2IIREMEL Exchange difference arising on
LERER translation to presentation
currency — — — 91,674 - — 91,674
FERENGRER Total comprehensive income
for the year - - - 91,674 — 134,001 225,675
REREETEMNEERET  Shareissued at premium upon
b3 exercise of share options 159 (15) = = = = 144
REARHTMELZHA Cost incurred in connection
with issue of shares (1) = = = = = (1)
PEEREREEZREEF  Share options cancelled and
transfer to retained profits - (640) - - - 640 -
BffRE Dividends paid = = = = = (84,583) (84,583)
RZF-tF+-A=1t-H At 31 December 2017 504,902 5,280 77,700 174,421 5416 462,700 1,230,425
REMF Profit for the year = = = = = 39,202 39,202
RfEZ2fEMmEE Exchange difference arising on
LERER translation to presentation
currency - - - (60,034) — - (60,034)
AE2ENELE Total comprehensive income
for the year 504,902 5,280 77,700 114,393 5416 501,902 1,209,593
REREETEMNEEST  Share issued at premium upon
b3 exercise of share options 287 (29) — - — - 259
REARDMEE KA Cost incurred in connection
with issue of shares (1) - - - — - (1)
DEEREREEZREAEF  Share options cancelled and
transfer to retained profits - (490) - - - 490 -
EfRE Dividends paid = = = = = (90,227) (90,227)
R-E-NE+-A=1-H At 31 December 2018 505,188 4,762 77,700 114,393 5416 412,165 1,119,624
Mzt : HEHEEE—NAL—F&£E Note: Other reserve represents the reserve arising from group
BHEMmMEEZFHE - reorganisation in 1991.
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