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Review

It is my pleasure to present to all shareholders of Yip’'s
Chemical Holdings Limited (the “Company”) and its subsidiaries
(collectively "Yip’s Chemical” or the “Group”) the business
overview of the Group for the first half of 2019.

In the period, the overall operating environment was more
challenging than that of last year while uncertainties mounted.
The worsening geopolitical shocks in the Middle East and
elsewhere, as well as the resurgence of unilateralism, had
led to incessant trade conflicts among many countries and a
general softening of global economic growth. Yet, a closer-to-
home influence was that the Sino-US trade conflict during the
period had not eased up, but had instead intensified, resulting
in an inevitable downturn pressure on China’s economy. It was
therefore unlikely for the Group’s overall business to remain
unaffected. Fortunately, we were committed to respond to
changes speedily and take positive actions. As such, we were
able to cope with such an unfavourable operating environment
and even to reap profits.

In the first half of the year, the Group recorded sales revenue
of close to HK$5 billion, which was approximately a 20% drop
from the approximately HK$6.1 billion for the same period
last year. On one hand, product unit prices were generally
lower in the period and the Renminbi (“RMB") depreciated
year-on-year. On the other hand, as we were determined to
optimise customer quality in respect of our core businesses, we
terminated our partnership with some customers throughout
last year, which had also affected our sales revenue to a certain
extent. Sales volume recorded in the period was approximately
628,000 metric tons, which represented a slight decline of 4%
from the same period last year. Profit attributable to owners of
the Company was, similar to that of the same period last year,
around HK$88 million. The initial results were pleasing due
to the Group's efforts in profit quality optimisation and cost
control.

Meanwhile, with an improvement in the operational
situation, the Group’s gearing ratio decreased from 66.2%
in the same period last year to 47.6%. Upon due and careful
consideration and our established practice of rewarding
shareholders earnestly, the board of directors of the Company
(the "Board”) resolved to declare an interim dividend of
HK7 cents per share to all shareholders, as compared with HK6
cents per share for the same period last year.
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Outlook

| take a very prudent and optimistic view of our business
prospects in the second half of 2019 even though it is not easy
to eliminate the various factors which have been dampening
global and domestic economies in recent years. In particular, as
the Sino-US conflict exacerbates, and is expected to continue to
extend from trade to sectors such as technology and finance,
its impacts on China’s economy cannot be underestimated.
However, | am still convinced that economic globalisation is a
trend that will not be reversed. All trade conflicts will eventually
fade and subside. It is expected that, in the course of this
rapid transformation process, China’s consumption level will
increase constantly and its consumption structure will keep
improving, thus forming the world’s largest domestic market
that will offset the grim situation. At the beginning of this
year, the central government of the People’s Republic of China
implemented taxes and administrative fees reduction measures
to alleviate corporate burden. It is believed that China will spare
no effort to boost the economy and stimulate consumption to
enlarge the domestic market pie. Concurrently, corresponding
adjustments have been quickly made to the Group’s business
strategies. Thus, while business quality and cost control are
still being optimised, we will focus on redoubling efforts in
product research and development (“R&D") and marketing
in sectors related to domestic demand expansion including
construction and automobiles so as to consolidate and increase
the Group’s market share. Since we are deeply rooted in China
and have been developing the mainland market for years, we
have sufficient solid strength to capitalise on the stable growth
of the Chinese economy. | am confident that, through our
“environmentally friendly”, “end-user oriented” and “service
oriented” strategies, we can achieve steady growth and
continuous enhancement of shareholder values and returns.
On behalf of the Board, | would like to take this opportunity to
express our most sincere gratitude to all staff members for their
hard work and dedication, to the Group’s Senior Leadership
Team for their untiring efforts, to the Board for their leadership,
and to our partners from different sectors for their generous
support and trust.

Ip Chi Shing
Chairman

23 August 2019
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Key aspects of the Group’s performance in the first half of 2019
are as follows:

1. Overall sales volume reached 628,000 metric tons, a slight
drop of 23,000 metric tons or 4% from the same period
last year. Sales revenue was close to HK$5 billion, down
HK$1.21 billion or close to 20% over the same period last
year.

2. Overall gross profit margin saw a gradual improvement by
edging up 1 percentage point to 14%.

3. The RMB exchange rate fluctuated during the period,
and the Group recorded an exchange loss of around
HK$5 million in profit or loss.

4. A significant fall in raw material prices for the solvents
business had led to a decline in profits. Business
performance was further dragged down by exchange loss
but was boosted by marked improvement in the coatings
and inks businesses. Profit attributable to owners of the
Company therefore still rose slightly to HK$88 million
(detailed review is given below).

5. The use of working capital further improved. The Group’s
gearing ratio fell to 47.6%, which was a significant drop
of 18.6 percentage points when compared with the same
period last year.

6. Last year, the Group entered into an agreement for
disposal of its former factory premises in Qingpu,
Shanghai. The first instalment payment of RMB107 million
was duly received in the period, and it is expected that
the transaction will be completed within this year. As
mentioned in the 2018 annual report of the Company, it is
expected that a gain before tax of approximately HK$160
million will be recorded from the disposal.
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Review and analysis of the Group’s major business segments are
given below:

Solvents

In the period, sales volume fell slightly by 3% to 500,000 metric
tons. The fall in raw material prices in the period had led to a
22% fall in sales revenue and a 1.2 percentage point decline in
gross profit margin for the segment. Operating profit dropped
by almost half over the same period last year to around HK$102
million.

The management was of the view that the difficult situation in
the first half of 2019 would only be temporary as a result of
fluctuation in raw material prices given that the overall operating
environment is generally stable. As raw material prices stopped
falling and rose slightly since June, coupled with the traditional
peak season drawing near, the solvents business is expected to
turn around in the second half of 2019, and the operating profit
arising therefrom is expected to improve to a certain extent.

The expansion project of 550,000 metric tons capacity at the
Taixing plant in Jiangsu Province has been completed, and has
been undergoing checks and approval by various government
authorities. It is expected the new capacity can be put on stream
in the third quarter.

In the second half of 2019, we will focus our work on the
following two areas:

1. The host of new challenges brought about by Taixing's
additional production capacity, including new material
supply, logistics arrangement and sales increases.

2. Problems in market demand and price fluctuations if
the Sino-US trade conflict is not properly resolved and a
downturn in China’s economy emerges.
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Coatings and Inks

The performance of both business segments improved
substantially during the period. Despite the sales revenue was
down by about 15% year-on-year (compared with the same
period last year, RMB depreciation alone led to a 6% decline
in sales revenue when denominated in Hong Kong Dollars),
the gross profit margin grew by 5 percentage points. In terms
of operating profit, the coatings business turned around and
delivered a profit of HK$34 million, while the operating profit of
the inks business increased to more than HK$50 million.

The improvement in the performance of these two business
segments was attributable to the following three factors:

1. The strategy of pursuing “quality sales” — plucking up
the courage to cultivate quality customers and let go
inferior customers, i.e., quality over quantity — proved to
be successful.

2. Operating costs reduced substantially. Operating
expenses for the coatings and inks businesses fell 15%
and 19% year-on-year respectively.

3. The decline in raw material costs helped alleviate pressure
on gross profit.

The management was much delighted with the above improvements.
During the half-year review meeting, we encouraged our team to
strengthen and scale up the improvements obtained so far. We are
also planning to boost quality sales further and to make use of
surplus production capacity to create rooms for more revenue.

Lubricants

Sales dropped to nearly HK$110 million. Thanks to the improved
gross profit margin and the sharp reduction in operating costs,
the lubricants business had reaped initial benefits from the
business quality improvement initiatives.
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Properties

Revenue of this segment was HK$5.6 million in the period.
Operating profit was down considerably to HK$1.5 million,
which was mainly because, in the same period last year, the
disposal of the resin plant premises generated a gain of HK$28
million; the growth in the fair values of investment properties
was lower when compared with the last period; and the disposal
of the Qingpu property in Shanghai incurred initial expenses.
Rental income from the former headquarters in Fanling, Hong
Kong remained stable. Upon restructuring of the Group’'s R&D
Department, the R&D centre in Zhangjiang, Shanghai, was open
for leasing. Half of this property has been leased out during the
period, and a leasing agreement for the remaining half of the
R&D Centre was also entered into in August 2019. It is estimated
that rental income will amount to around HK$10 million
annually.

Investment in Damai

In recent years, the Group has ventured into the automobile
repair and maintenance market. After running the business for
some time, the management has agreed that its prospects are
promising and so we continued to increase our investment in
Damai, a car maintenance chain brand in China. Early this year,
the Group injected about RMB30 million to increase its equity
interest in Damai to 39%. The Group also sold its self-operated
car repair and maintenance shops in Dongguan to its associate
company, Damai. We will continue to support the development
of this car maintenance business, hoping that it will generate
healthy and stable returns in the long run.

Outlook

The Sino-US trade war is still ongoing and the downturn of
the Chinese economy is prevailing. The Group had adjusted its
strategies mid-to-late last year in advance to better cope with
the situation. These strategies include the pursuit of quality
sales, prudent investments and further reduction of borrowings.
Since the effects of these adjustments have gradually become
apparent, the management has decided to enhance them. In the
second half of 2019, it is expected that sales revenue might not
grow much, but operation quality and profitability will continue
to improve. With the traditional peak season approaching,
the management is confident that there will be sustained
improvement in the overall business performance in the second
half of this year.

Yip Tsz Hin
Chief Executive Officer

23 August 2019
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Hong Kong

BDO ESG Awards 2019
Best in ESG (Small Market Capitalisation)

HR Asia
Best Company to Work for in Asia 2019

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

Federation of Hong Kong Industries
BOCHK Corporate Environmental Leadership Awards 2018
— EcoPartner

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

Mainland China

China Finance Summit
Influential Industry Brand 2019
Best Brand Image 2019

Beijing Business
Top 10 Household Brands in China 2018-2019
— Top 10 Coatings Brands

HC360.com
Annual Wall Coatings Influential National Brand

China Coatings News

The 10 Golden Paint Award —
Outstanding Interior Wall Coatings Brand
Annual Coatings Brand Innovation Award

The 8th Quality Model Media Awards 2018
2018 Customer Satisfaction Top Ten Brand Name

Research Institute of Guangdong Outstanding Quality Brands
Inks produced by Bauhinia Variegata Ink & Chemicals
(Zhongshan Limited) was named “Guangdong Province Top
Brand Product”
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As at 30 June 2019, the Group’s gearing ratio (measured by
net bank borrowings as a percentage of equity attributable to
owners of the Company) was 47.6% (30 June 2018: 66.2%),
a significant improvement of 18.6 percentage points year-on-
year. The reduction in sales as compared with the same period
last year was the result of the drop in unit price and the Group
pursuing better quality of sales. That, nevertheless, helped the
Group lower the level of working capital. Coupled with the
receipt of first instalment payment for the disposal of Qingpu
plant in Shanghai during the period, the Group’s cash flow
position improved substantially and in turn its gearing ratio also
improved notably. The RMB exchange rate has continued to
fluctuate due to the ongoing Sino-US trade conflict. In the first
few months of 2019, the RMB initially saw slight appreciation,
however, that was then totally offset by the impact of the
increased US tariff, resulting in a depreciation by 0.1% over
the first half of 2019. The Group remains prudent in managing
foreign exchange risks to minimise the impact of RMB exchange
rate fluctuation on its business results. As for operating cash
flow, the Group recorded a net cash inflow of HK$94,385,000
(six months ended 30 June 2018: net cash outflow of
HK$192,740,000). The improvement in operating cash flow
compared with the same period last year was mainly attributable
to improved inventories and receivables as well as reduced tax
payment.
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As at 30 June 2019, gross bank borrowings of the Group
amounted to HK$2,442,827,000 (31 December 2018:
HK$2,640,377,000). After deduction of short-term
bank deposits, bank balances and cash amounting to
HK$1,080,534,000 (31 December 2018: HK$1,335,154,000),
net bank borrowings amounted to HK$1,362,293,000
(31 December 2018: HK$1,305,223,000). Of the gross
bank borrowings, HK$1,192,077,000 (31 December 2018:
HK$1,320,977,000) were short-term loans repayable within
one year. Such loans were denominated in two currencies,
HK$1,117,050,000 in Hong Kong Dollars and HK$75,027,000
in RMB (31 December 2018: HK$1,184,357,000 in Hong
Kong Dollars and HK$136,620,000 in RMB). Long-term loans
repayable after one year amounted to HK$1,250,750,000 (31
December 2018: HK$1,319,400,000), all denominated in Hong
Kong Dollars (31 December 2018: all in Hong Kong Dollars).
The short-term bank deposits, bank balances and cash were
denominated in the following currencies: HK$21,397,000 in
Hong Kong Dollars, HK$957,947,000 in RMB, HK$101,182,000
in US Dollars and HK$8,000 in other currencies (31 December
2018: 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).




RERETIEBERDIT —T-NFEFHEERS

RBESRMBEER

Liquidity and Financial Resources

REBBRAINHNPRBAER &
BER—_ZE-—NWEFL¥FEAERB
400,000,000 T =2 F R &
BER -RZE—NFXA=+H"
FPREBEFR(E—FREAEEBEZRH
/727,050,000 L) ST BEE R L
Bl AE81% - AR EEIBMHEELLZE
FEFE - EEXNAZMNEKH
%cﬁﬂﬁﬂ%ﬁ@%%@@ﬁﬁﬁ
I SETKERITHRIN R

HNEmFE  NBEEROPRHEER
ﬂZFTﬂ**ﬁﬁﬁﬁﬂ%ﬁ%
B [ B —NEFEXRA=1+H"

%lum%zwm%ﬂMﬁﬁ@F%
32% ©

R-ZZE—AFANA=Z1+H £E19M
REBNRFBEREMRTASEEIRE
4 4£5,920,233,0008 ST R 1T E -
EHENREEBZEERRARERMT
B4 - RITEEF 0 69%NBEEE -
28%IAARETEBEMIRIAEZETLEE -
FHAEREPRE  SE—ERTH
ARBEFEE  UEMNAREEXE
ERBREBFNELAZHE - RZF
—NFEAAZ+H  EEAREBRHE
FNEE 5730,000,000 A RE (ZZ— )\
E%* B =+—H :690,000,000 A &
#) - B8 A 2 g E 3 A49,900,000
ARE(ZE—N\F+ZA=+—8":
120,000,000 AR¥ ) R BB R 2 FiE
8538 416,076,000 AR B (= ZT — \F
+ZA=+—8:\) - BH KEE
HEDRTRIARBERR S M
NEEFFHEHBANZEAMNESEET
1 e RERTRETENMBEAAEE
En - ARBSHMIINESEEREREH
BITEFAEG  BEECREEERAR
%ERH o MG & E e

To refinance previous mid-to-long-term loans due for repayment,
the Group obtained bilateral long-term (three to four years)
loans of HK$400,000,000 in the first half of 2019. As at 30
June 2019, mid-to-long-term loans (including portions repayable
within one year of HK$727,050,000) accounted for 81% 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
30 June 2019, the Group’s loans under fixed rate arrangement
made up 32% of its total bank borrowings.

As at 30 June 2019, a total of 19 banks in Hong Kong and
Mainland China granted banking facilities of HK$5,920,233,000
to the Group, providing it with sufficient funds to meet present
working capital and expansion requirements. Of these banking
facilities, 69%, 28% 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 30 June 2019, the Group’'s RMB revolving loan
facilities totalled at RMB730,000,000 (31 December 2018:
RMB690,000,000), the utilised revolving loan amounted
to RMB49,900,000 (31 December 2018: RMB120,000,000)
and bills receivables discounted with recourse amounted to
RMB16,076,000 (31 December 2018: nil). 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
Mainland China. 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 Mainland China.



R-ZE—-AFERA=1+H £BZES
ABAE L AE2982A  ERISAKBE
2,907 AKREFBEZEED

EEVANEREANEERERE
BER  BBEMEEESBEARI - I
WEFRE TSR G KRR
N EEEREBHEEYTIEETH
BEE R TIEREMESR  RIfE
EREMK  -HRERE - BEEINHE
T TwES ME - 2BF  S£EHPHYIE
HEBZERTE - EEI S T HBHHA
BEBERENMET - AU MHEERET
g BREEBELTEIRA - £B3R
BB IR E B - R B B N T R
BRMESEREE BRASEEERD
B -BBEBREATREAEFTHET
Sh EENME NI EEERER e a
WEBAL  IRES A - REE
s EeFHREsEEnEREE
NS o

SEEREAKEMNTERE  REZ
TEOHBES  ZBETARTE
WmTERARENAS BT - B
EBFEER - KETH2EMLBE
] F R B BUR RSB RAR
ENNFHERN  BREFINUNE
BEMEARRSFZBRMERNTE
A HRERWIIMBEAS -

2019 INTERIM REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

ANER

Human Resources

As of 30 June 2019, the Group has a total number of 2,982
employees, among which 75 of them are from Hong Kong while
the remaining 2,907 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-
makes 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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Directors’ and Chief Executives’ Interests and Short Positions in Securities

EARAQTMM  R-ZE—-AENA=
H - AarES(EE)HRESERD
BMBALTRAQABRO TR (TR
REBEOESTE(ESHE B E KD
(I#EFH KBS ]))EXVEL AR &
BE LGOI EXVIEFE T E8ER AN
EARNBRERBEXRSBRAA
(B (BEEEREESREE
GO s ZSERXEERESRREER
ZHEESORE)  OREEFLFLEE
{EHIE3S2 G BT 2 B A Ay#
& OBRORE EMBITAEREITES
REMZESA(RESA D AE R
ARAIRBZATERIAT

To the best of the Company’s knowledge, as at 30 June 2019,
the interests of the directors of the Company (the “Directors”)

and their respective associates in the shares of the Company
(within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO"))
which are required (a) to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of the Part XV of the SFO
(including interests or short positions which they are taken or
deemed to have taken under such provision of the SFO); or (b)
to be recorded in the register to be kept pursuant to Section
352 of the SFO; or () pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
to be notified to the Company and the Stock Exchange were as

follows:

wa Long positions
RZB-1E
~B=TH
AR
BRIRA
FHEBRAREBRANE SEAl
Number of Ordinary Shares and Underlying Shares held Percentage
R 17 18 & IR 47 1 3 R4 & BRERS of the Issued
Interests in Interests in Interests in Interests in Share Capital of
Shares Shares Shares  Share Options' the Company
K Al 1A ay as at
EEps Name of Directors Personal Family Corporate Personal Total 30.6.2019
EEREE Mr. Ip Chi Shing 155,042,532 8,802,000 (a) 24,380,000 (b) — 188,224,532 33.37%
ErErs Mr. Yip Tsz Hin 31,316,248 14,000,000 (c) — — 45,316,248 8.03%
3P Mr. Ip Kwan’ 11,084,000 — — 290,000 11,374,000 2.02%
It EEE Mr. Ho Sai Hou — — 200,000 200,000 0.04%
IREE Mr. Wong Yuk — — — — —
BEERAE Mr. Wong Kong Chi 100,000 (d) — — 100,000 0.02%
HEFEE Mr. Ku Yuen Fun 20,680 14,000 (e) — — 34,680 0.01%

ol B )11 5% A M

Ho Pak Chuen, Patrick



2019 INTERIM REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

EEREETRAEBRES ZEERAR

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

GEE

(@) WEBHEFR 6,796,000 HEEMN
EERTFRER LT HERFE -
2,006,000k Rl EZF#HH -

b) HEBMINB—BEEREEE
® B R A Az % =E 484 (20,300,000
BOM—BEREECEESARD
A 2 B IR A F)(4,080,0000) A °
HERNTERESKEZSESERA
AIMEKEECEESEARARANR
RAEH R BEAES 0% (BEETHE
100%) K 60% (E1 H 25 &k £ 5 100%)
ZHRER WA ABBEEZRER
ARBLERG 2 EE -

0 WHEBROLBEFHFELEZETF
HERBULRA -

d HEROGOAERSEEZETFTENE
REifH -

() WEBRNALTERSIALEZETFHUE
TEIRHE -

' FrEBRERIELTEMEERADT
ETE-

’ EPEENR_ZT-NF-A-—RHBEE
ZERBITES -

E=EAEARRBBRES S (B D18
B rtEsS) TAREHEABREZFBY
RT—e[ Bkl -

EEREE EFHAEEREEREE
ZFRERMLLERBEARAZHME
RAEKEE(RE)ERRA ZEEK
SRR ER R -

BEXFHEE RERAALARE
MHEAREREASRHAMBATE
FREABBI R-B—h&EXA
S+E 5EF BETHRABRAH
°ATIE AR AR TR E AR
RE(HELRBEED) 2 BEH
BEMERIAA -

Notes:

(a)  Out of these shares, 6,796,000 shares are jointly held with Madam
Liang Bih Yu, the wife of Mr. Ip Chi Shing and 2,006,000 shares
are held by his wife.

(b)  These shares are held respectively by Ip Chi Shing Charitable
Foundation Limited, a charitable organisation (20,300,000 shares)
and Yip’s Care Extension Foundation Limited, a limited company,
(4,080,000 shares). Mr. Ip Chi Shing controls 50% (together with
his wife control 100%) and 60% (together with his younger sister
and brother control 100%) of the voting power at the general
meetings of Ip Chi Shing Charitable Foundation Limited and
Yip's Care Extension Foundation Limited respectively. He is
therefore deemed to be interested in these shares held by these
two corporations.

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

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

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

All the share options are unlisted physically settled equity
derivatives.

Mr. Ip Kwan was appointed as an Executive Director with effect
from 1 January 2019.

Details of the share options held by the Directors under the
Company’s existing share option scheme (i.e. part of the
interests in the underlying shares) are shown in the next section
headed “Share Options”.

Each of Mr. Ip Chi Shing, Mr. Yip Tsz Hin and Madam
Liang Bih Yu, the wife of Mr. Ip Chi Shing, holds one non-voting
deferred share of Yip’s H.C. (Holding) Limited, a subsidiary of the
Company.

Other than as disclosed above and certain nominee shares
in subsidiaries held by directors in trust for the Company or
its subsidiaries, as at 30 June 2019, none of the Directors,
chief executive nor their associates held any interests or
short positions in the securities of the Company or any of its
associated corporations as defined in the SFO.
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The Shareholders at the annual general meeting held on 25 May
2012 approved the adoption of a new share option scheme (the
“New Share Option Scheme”) and the termination of the old
share option scheme which was adopted by the Company on
3 September 2002 (the “Old Share Option Scheme”, together
with the “New Share Option Scheme”, collectively known as
“Share Option Schemes”). The New Share Option Scheme will
expire on 24 May 2022. Options granted under the Old Share
Option Scheme prior to its termination will continue to be
valid and exercisable in accordance with the rules thereof. The
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.

During the six months ended 30 June 2019, movements in the
number of options which had been granted to certain Directors
and eligible persons under the Company’s Share Option Schemes
are as follows:

BREHE
Number of Share Options
RZB-n§ R=F-1%
-A-H KR ~AZTH
kE BREGES ESiE:d BAR/H# ESiL:d
REBH Exercise  Exercise period Outstanding  Lapsed/Cancelled Outstanding
Date of grant price  of share options asat 1.1.2019  during the period as at 30.6.2019
BT
HKS
gz
Directors
32 e “EEAETAER 453%  —ETAFTARAE-E-AETAMA 90,000 - 90,000
Mr. Ip Kwan 5 October 2009 5 October 2009 to 4 October 2019
“2-Zf-HAt+-H 59  CZBR-IF-A+t-HEZT-ZE-A1H 200,000 - 200,000
11 January 2013 11 January 2015 to 10 January 2023
ALt “E-ZE-ft-H 59  CB-IF-At-HEZE-ZE-A1H 200,000 - 200,000
Mr. Ho Sai Hou 11 January 2013 11 January 2015 to 10 January 2023
490,000 — 490,000
RERAL
Eligible Persons'
“2ENETAER 453%  “ETAFTARAE-T-AETAMNA 490,000 - 490,000
5 October 2009 5 October 2009 to 4 October 2019
“E-=F-At-H 592  ZZ-RE-FT-HEZTZZ§-A1H 3,790,000 (180,000) 3,610,000
11 January 2013 11 January 2015 to 10 January 2023
4,280,000 (180,000) 4,100,000
4,770,000 (180,000) 4,590,000

‘ EPEER _T-NANF-A—BAEZ
EHOTEEREABRERBECAIA
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Mr. Ip Kwan was appointed as Executive Director with effect from

1 January 2019 and his number of share options was transferred
from “Eligible Persons” to “Directors”.
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During the period ended 30 June 2019, no share option was
granted to Directors or employees and there was no share option
exercised by share option holders.

Other than as disclosed above, at no time during the period
was the Company or any of its subsidiaries, a party to any
arrangement to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

Other than as disclosed above, none of the Directors, or their
spouses or children under the age of 18, had any right to
subscribe for the securities of the Company, or had exercised any
such right during the period.
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To the best of the Company’s knowledge, as at 30 June 2019,
the following shareholders of the Company (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:

o=y Long positions
R=ZZ—-NF
~A=+H
HARATE BT
BAZEHDL
Percentage of
the issued share
FTERRER FERGHA capital of the
Name of Substantial g4 iksa Number of Company as at
Shareholders Capacity Notes shares held 30.6.2019
ZEEBLZ L EREAA 1 47,547,913 8.43%
Ms. Ip Fung Kuen Beneficial Owner
FMR LLC NSIb 3 2 39,640,000 7.03%
Corporate Interest
FIDELITY PURITAN TRUST EnEBA 3 28,220,000 5.00%
Beneficial Owner
Mo e - Notes:
1 BEROGEBE ZAERNELLTRE 1 The calculation of the number of shares held takes into account

BHERHBEKRIBEEZRERAQAB
TR D 2 #E 25 B47,592,0008% ¢ (i)E
TR T ——F X A H955913
B R(NELETN —_FE—RE=A
£ 1,000,000 8% A& 17 o

(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.
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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 Bluelay 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 30 June 2019, 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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Interim Dividend

The Directors are pleased to declare an interim dividend of
HK7 cents per share for the six months ended 30 June 2019
(six months ended 30 June 2018: HK6 cents per share). The
interim dividend will be payable on or about 10 October 2019 to
shareholders whose names appear on the register of members of
the Company on 12 September 2019.

Closure of Register of Members

The Hong Kong branch register of members of the Company
will be closed from 10 September 2019 to 12 September 2019
(both dates inclusive) for the purpose of determining the
entitlements of the members of the Company to the interim
dividend. No transfer of shares may be registered during the
said period. In order to qualify for the interim dividend, all
transfer forms accompanied by the relevant share certificates,
should be lodged with the Company’s Share Registrars in Hong
Kong, Tricor Secretaries Limited, Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on
9 September 2019.

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

During the six months ended 30 June 2019, neither the
Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company'’s listed securities.

Corporate Governance

During the six months ended 30 June 2019, the Company has
complied with “Corporate Governance Code and Corporate
Governance Report” (the “CG Code”) contained in Appendix
14 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) except that the Company does
not have a nomination committee (CG Code provisions A.5.1 to
A.5.4). The Company considers it is more beneficial and efficient
for the full Board to perform the functions of the nomination
committee.
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Other Information

Audit Committee

The audit committee of the Company (the “Audit Committee”)
was formed in November 1998. As of 30 June 2019, the Audit
Committee comprised three independent non-executive directors
and one non-executive director of the Company and is chaired
by Mr. Wong Kong Chi. Major duties of the Audit Committee
include reviewing financial information of the Group, overseeing
the Group’s financial reporting system and internal control
procedures, and monitoring of the relationship between the
Group and its external auditors.

An Audit Committee meeting was held on 19 August 2019 to
review the Group’s unaudited interim financial statements for
the six months ended 30 June 2019. Deloitte Touche Tohmatsu,
the Group’s external auditor, has carried out a review of the
Group’s unaudited interim financial statements for the six
months ended 30 June 2019, which is prepared in accordance
with Hong Kong Accounting Standard 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants.

Model Code for Securities Transactions
by Directors

The Company has adopted the Model Code for Securities
Transaction 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 six months ended 30 June 2019.

Corporate Sustainability

The Group has set its sights “Towards a Century of Revered
Leadership”, with sustainable development at the heart of
its vision of becoming a respected century-old corporation.
The Group regularly communicates its management approach
and performance in five key aspects of sustainable business
development: employees, supply chains, customers, communities
and the environment with its stakeholders. The Group has
issued the Environmental, Social and Governance (“ESG”) Report
annually in accordance with the Hong Kong Stock Exchange
ESG Reporting Guide since 2016. The Group's 2018 ESG
Report was published and was uploaded to the Group’s official
website as a standalone report for the second time. Please visit
http://www.yipschemical.com to view the full report.
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Report on Review of Condensed Consolidated Financial Statements
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TO THE BOARD OF DIRECTORS OF YIP’'S
CHEMICAL HOLDINGS LIMITED

Introduction

We have reviewed the condensed consolidated financial
statements of Yip’s Chemical Holdings Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”)
set out on pages 24 to 72, which comprise the condensed
consolidated statement of financial position as of 30 June 2019
and the related condensed consolidated statement of profit or
loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the six months period
then ended and certain explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34") issued by the Hong Kong
Institute of Certified Public Accountants. The directors of the
Company are responsible for the preparation and presentation of
these condensed consolidated financial statements in accordance
with HKAS 34. Our responsibility is to express a conclusion on
these condensed consolidated financial statements based on our
review, and to report our conclusion solely to you, as a body,
in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report.

Scope of Review

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

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 August 2019
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BE-_Z—NF/NA=1THBIL/XAA For the six months ended 30 June 2019

BESNA=THLEAEAR

Six months ended 30 June

—E-hEF —E—-N\F
2019 2018
B = FTER FH&T
NOTES HK$'000 HK$’000
(REER) (RE&EZ)
(Unaudited) (Unaudited)
SE Revenue 3 4,937,746 6,149,526
5 & B AN Cost of sales (4,254,015) (5,358,898)
EF Gross profit 683,731 790,628
H b g A Other income 4a 30,257 31,392
H fib Wy 25 X E5 18 Other gains and losses 4b 3,995 18,882
HENMKHEER Selling and distribution expenses (208,299) (229,775)
—RETHREHR General and administrative
expenses (309,885) (393,003)
MBER Finance costs (37.808) (29,775)
JEEEE L N R ¥EE Share of results of associates (6,352) =
R 35 A1 g A Profit before taxation 5 155,639 188,349
i 18 Taxation 6 (42,525) (64,825)
7N B 46 ) Profit for the period 113,114 123,524
Hah2mE () e : Other comprehensive (expenses)
income:
TeEmsErER Items that will not be reclassified to
ZIEB : profit or loss:
MEZZ5EH Exchange differences arising on
MELEZELZR translation to presentation
currency (5,934) (61,683)
BERALBEGTAEM Fair value changes on equity
TEHKE ERTA instruments at fair value
ZRAREEE through other comprehensive
income 31) (956)
EEmE BER Transfer of property, plant and
REEREME equipment to investment
properties
— B HAR — Surplus on revaluation 4,281 —
— B IA — Deferred taxation (1,045) —
(2,729) (62,639)
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HE—Z—NE/NA=1HI1L/XMEA For the six months ended 30 June 2019

BESNA=THLEAEAR

Six months ended 30 June

—E2-nF —T-)N\F
2019 2018
M 2 FE T FH&T
NOTE HK$'000 HK$’000
(REEZ) (RE&EZ)
(Unaudited) (Unaudited)
HiErEaHmosBRiERZ ltems that may be reclassified
B/H : subsequently to profit or loss:
WE& A mIT Az Fair value change on hedging
NILEED instruments in cash flow hedge (1,610) 2,570
HIrE G EBMAES 2 Exchange differences arising
& 5 =58 on translation of foreign
operations (378) (3,387)
(1,988) (817)
RNEAH A 2 H X B Other comprehensive expenses
for the period (4,717) (63,456)
PN T e Total comprehensive income
for the period 108,397 60,068
7N B 45 ) FEAS D B8 Profit for the period attributable to:
PN 3 Owners of the Company 88,388 87,260
IR = Non-controlling interests 24,726 36,264
113,114 123,524
PN T e R Total comprehensive income for the
Efh D5 : period attributable to:
PiN/NEET ) 3 Owners of the Company 84,215 32,170
FIEPE AR = Non-controlling interests 24,182 27,898
108,397 60,068
F % & F Earnings per share 8
— & K — Basic HK15.7 cents #&fl  HK15.5 cents &l
— 88 — Diluted HK15.7 cents 4l  HK15.5 cents &1l
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Condensed Consolidated Statement of Financial Position

R=ZZ—NF/"A=+H At 30 June 2019

—E-hF —E-N\F
~A=+tH +=-—A=+—H
30.6.2019 31.12.2018
B 5% FE T FHET
NOTES HK$'000 HK$'000
(REER) (&%)
(Unaudited) (Audited)
kRBEE Non-current assets
ME - WBE NMKRE Property, plant and equipment 9 1,873,244 1,558,088
TEft S Prepaid lease payments — 232,436
BEE Investment properties 9 314,101 252,561
REE R A 2 = Interests in associates 10 47,446 23,289
EARBEFAEMEER Equity instruments at fair value
W EmTH through other comprehensive
income 11,719 11,750
S Goodwill 112,776 112,776
EEE Intangible assets 70,181 71,299
ENEEYE BEX Deposits paid for acquisition of
Bl property, plant and equipment 112,555 102,328
mESMIT A Derivative financial instruments 2,400 3,086
2,544,422 2,367,613
REBEE Current assets
FE Inventories 1,125,796 831,485
B HEWHRIEREWRZESE Trade and bills receivables 11 2,698,148 3,185,746
E e W BR X R FE 71  Other debtors and prepayments 11 369,801 386,416
FEf LS Prepaid lease payments — 6,333
JE W B & N B) R IE Amounts due from associates 12 23,303 —
TESBIT A Derivative financial instruments 2,911 3,654
5 ERER 1T 17 3K Short-term bank deposits
M =188 KR H — with original maturity within
three months 231,525 208,046
RITEHR LB Bank balances and cash 849,009 1,127,108
5,300,493 5,748,788
DHEAEBEHEZEE Assets classified as held for sale 13 203,853 204,309
5,504,346 5,953,097
REEE Current liabilities
BRI R ESTE A Creditors and accrued charges 14 1,835,410 2,077,436
AXBE Contract liabilities 30,097 25,695
J& 1~ B 3K Taxation payables 59,783 61,446
&R B Dividend payables 56,403 _
HEAE Lease liabilities 17,047 —
mESMIT A Derivative financial instruments 181 —
BE — —FREH Borrowings — amount due within
one year 15 1,192,077 1,320,977
3,190,998 3,485,554
BoBEABELEZ Liabilities associated with assets
EEMREBZARE classified as held for sale 13 74,141 70,162
3,265,139 3,555,716
REBEEEE Net current assets 2,239,207 2,397,381
BEERRBARG Total assets less current
liabilities 4,783,629 4,764,994
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Condensed Consolidated Statement of Financial Position

R-Z—NF/NA=+H At 30 June 2019

—E-NF —E-N\F
~NAB=+H +ZA=+—H
30.6.2019 31.12.2018
B 5E FE T FET
NOTES HK$'000 HK$'000
(REER) (fe2&E %)
(Unaudited) (Audited)
kRBAEME Non-current liabilities
HEaE Lease liabilities 48,534 _
B8 — —F&IH Borrowings — amount due after
one year 15 1,250,750 1,319,400
RIEFIE A E Deferred tax liabilities 16,120 11,168
1,315,404 1,330,568
3,468,225 3,434,426
BAE#&E Capital and reserves
A% A< Share capital 16 56,403 56,403
& Reserves 2,808,135 2,780,323
AN B AR R AL R = Equity attributable to owners
of the Company 2,864,538 2,836,726
JEERR = Non-controlling interests 603,687 597,700

3,468,225 3,434,426
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RGeS ER
Condensed Consolidated Statement of Changes in Equity

HE-_Z—NF/NA=+THI/~EA For the six months ended 30 June 2019

BRRKATER
Attributable to owners of the Company
TRk REEE BAER  DREM
k5 RBEE BRERE i HHRE §E  ERR  %RRE i #F RER 8f FEREE &
Share Non- Investment Gapital ~ Property Nor-
Share Share  option distrbutable  Hedging  revaluation  Translaton legal ~redemption revaluation  Retained controling

apital  premium  reseve resee  resee  reseve resene  reseve  resene resene  profis Total  interests Total
TEn TR TR AR TR TR TR TR TR AR TRR TR TR TR
BRSOOD HKSOOD HKSODD HKSOO0 HKSOO0 HKSOO0 HKSOOD  RKSO0  HKSO0  HKSO0  HKSO0  HKSO  HKSOM  HKSG0

(Kiha) ()
(Note) (Noteb)
Ro5-N5-A-A(E3H) A1 lanuary 2019 Audited) 56,403 505,188 476 67,666 6,740 (o180 (1686 162769 5416 e 198434 18676 S0 343442
K84 Profit for the eriod - - - - - - - - - - 88,388 88,388 une 13
Rfigzeghnzete Buchang diferences aisg o tanston
EfARERR/E ZE {o prsetaton ey thtwill ot e
tedassfied to pofit o oss - - - - - - (5390) - - - - (53%) [ 1]
RfgshRAELNEN Bxchange dfrences aisng on transiation of
FBEREIENEE foregn perations tht may be recssfied
toprofit
orloss - - - - - - (1) - - - - (1) - (1)
FALER A2 AL Far vl changeson equitynstrumens
BAIA) 0GRS fir vl through otercomprehensie
income - - - - = () = = = = = () = By
Fair vale change on hedging instuments in
ash flow hedge - - - - (1610 - - - - - - (1510) - (1610)
ER0% BERZETRANE  Tarferof popert,plntand eqipmentto
nvestment properties
—Efi2 = Supls n revluaton - - - - - - - - - 181 - 181 - 4281
~EithE — Defred taation - - - - - - - - ] ] ]
182EhEEE Toel comprefiesieicome for
the perod - - - - (1610) B (5768) - - 336 48,388 w15 w1830
it Subotel 56,403 505,188 476 07,666 5130 (429 (060 162769 5416 mer 20850 1908 G188 35088
HAEREREARDRT Shateaptions cancelled and tanferfo
Tetaned profis - - (18) - - - - - - - 18 - - -
-BRBLATEERED Released upon dregstation
of g subsdiry - - - - - - 11 - - - (21 - - -
EEDARES Diiends pyele t owners o
the Compary - - - - - - - - - - (60 (6403 - (640

BARERTRERRRRS Dividnds pad o no<ortling
shateholders o subsdaris - - - - - - - = - - -

(18195 (18199)

At 30 June 2019 (Unaudited)

S8 505168 430 67666 5130 (4208 (039 162769 M6 0% 196106 2864538 GBET 34685
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Condensed Consolidated Statement of Changes in Equity

HE-Z—hFNA=FHL/EA For the six months ended 30 June 2019
SERTLARR
Attroutabl to owners ofthe Company
F5% REEE grmg  hEEM
k5 ROEE EREEE BE iR BE  EiER  MeRE i B8 REEH & FEhES &
Share Nor- vestment Capl~~ Property Nor-
e e opfon  ditbutable  Hedgng  revduaton  Trandition legel  redemption  revluation  Refaned cortoling
@il pemiom Teserie Tesgre Teserve Tes¢re Teserie Tesgre Teserie Tesere ofts Totd Intrests Totd
TR TRr TR TEr TR TR TAr TEan TR TEr TR TR T Thn
HKSO00  HKSO00  HKSO00  HKSOO0  HKSO0D  HKSOO0  HKSO0D  HKSOO0  HKSO0D  HKSOO0  HKSO00  HKSOO0  HKSO00  HKSO0
(Kia) (o)
(Note) (Noteb)
R-3-N5-A-R(E35) At Januery 2018 (Audited) 539 S 580 7,666 6911 - 58 154,456 S46 1TeM 18439 2988 STl 35T
il Prftfo theperiod = = = = = = = = = 11 N 7. N1
RigzeyshmEsre Bichange difrences rsng on transiion
EffBRRE R EE o presetaton ey tht vl o e
redssfied o proft o oss - - - - = = (33317) - - - - (5331 (8365 (61683)
EfgshRRELNE Buchange iftences g on tanlion of
HREERENZE foreign oprations hat may berecssed
toprofi
orlogs - - - - - - 3,37 - - - - (3381 - (3381
FOABITAEMRENEL Fal valu changes on equiy nstuments &t
REIAIDAERD fr vl through otercomprehensie
income - - - - - (956) - = = - - (550 = (356)
BERHRREHTEL Far vale change on hedging stumens
LR ash fow hedge - - - - 250 - - - - - = 251 = 2510
RE2ENREE Toel comprensieicome
forthe perod - - - - 2510 956 (s6T04) = = = §7.260 2 8% 0,068
it Subotd 5389 S04 5280 7,666 9541 (56 159083 15445 546 1TEM 1931639 30108 6001 36116
HEREREAR AR Share optons coceled an transerto
Tetaned profs - - ) - - - - - - - B - - -
BfAATRERE Dividnds pad o ouners f
the Compary - = = = = = = = = = (56389 (6389 = (36,38
HZE-N\ERA=TR 4130 June 2018 (Unaudited)
(res4) 8 T O BN I 15 1 T 1 R0 11 SO 1 B 17
B aE - Notes:

(@ TRADKFEEREETRHEARKM
BB ZHERBERE
BMBEXELR  BRZEMBEARZ
EARABRENBIEATERZES ¢
RHAEFREBEHNVRERNEEE

ff o

(b)  DRID Ik Z A E 18 A E B PAIMNM B
RN RIR A B R B 2 0K T B SR
AR e

(a)  The non-distributable reserve represents capitalisation of retained
profits of certain subsidiaries established in the People’s Republic
of China (the “PRC") for capital re-investment in these subsidiaries
and funds shall be used to (i) make up prior year losses or (ii)
expand production operations.

(b) The legal reserve is non-distributable and represents the transfer
of profits of a subsidiary outside Hong Kong pursuant to the legal
requirements in the relevant place of registration.
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Condensed Consolidated Statement of Cash Flows

BE-_Z—NF/NA=1THBIL/XAA For the six months ended 30 June 2019
BEAA=tHLAEA
Six months ended 30 June
—ZE-hF —ET-)N\F
2019 2018
B = FE T FH&T
NOTES HK$'000 HK$’000
(REER) (RE&EZ)
(Unaudited) (Unaudited)
RELEKREL(FTA)Z  Net cash from (used in)
FHEE operating activities 94,385 (192,740)
REXBFAZERS Net cash used in investing
activities
BEWE BEIEE Purchases of property, plant and
equipment (91,742) (50,283)
ENEEYE BEX Deposits paid for acquisition of
BBz ® property, plant and equipment (58,310) (61,004)
IR E AT 2R Additional investment for
"E& interests in associates (34,461) —
FBtE RNBMEZE X Advance to associates (1,442) —
HEMB AR Z(RE) Net (outflow) proceeds from
Fff 18 2k 18 SR 58 disposal of subsidiaries 19 (547) 38,281
EWEEDEABIELE  Deposit received from disposal of
ZERBEZE & net assets classified as held for
sale 103,017 —
2 B Interest received 12,121 5,247
HEME BELRZEZ Proceeds from disposal of
B 15 338 property, plant and equipment 1,790 874
PESBEABIELEY Proceeds from disposal of assets
ERBEECEEZ classified as non-current assets
B 15 IR held for sale — 5,377
Hﬁl,ﬁﬁ%i‘% Acquisition of business 18 (11,154) (125,181)
ENBA-—BEERIAZ Deposits paid for acquisition of
HA an equity instrument — (11,773)
BARARBEFAEMEE  Acquisition of equity instruments
Wz DT A at fair value through other
comprehensive income — (9,902)
BAEREE Acquisition of intangible assets — (1,355)
(80,728) (209,719)
BMEXK(FMA)RESZ  Netcash (used in) from financing
FHE activities
HiEEE Borrowings raised 1,058,727 1,020,189
BEEE Repayment of borrowings (1,256,277) (985,275)
2 F B Interest paid (36,629) (29,775)
2 B A FIJERAXAX B Dividends paid to non-controlling
H& B shareholders of subsidiaries (18,195) —
TNHEEEE Payment of lease liabilities (13,832) —
(266,206) 5,139
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BHHGEHEERER
Condensed Consolidated Statement of Cash Flows

HE—Z—NE/NA=1HI1L/XMEA For the six months ended 30 June 2019

BEANA=ZTHLKXEA

Six months ended 30 June

—E-hF —F-N\F
2019 2018
FE T FH&T
HK$’000 HK$'000
(REEZ) (RE&EZ)
(Unaudited) (Unaudited)
BHekBeERFHD Net decrease in cash and cash
equivalents (252,549) (397,320)
HyzHekREEHE Cash and cash equivalents at
beginning of the period 1,335,154 946,074
EXREHMELZZE Effect of foreign exchange rate
changes (2,071) (1,042)
HRzZHEE MRS ER Cash and cash equivalents at end of
the period 1,080,534 547,712
RERELLEEAESHB DM Analysis of balances of cash and
cash equivalents
R=EARNEE 2 Short-term bank deposits with
5 EIRITIE R original maturity within three
months 231,525 28,655
RITHEBR LR ® Bank balances and cash 849,009 519,057

1,080,534 547,712
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Notes to the Condensed Consolidated Financial Statements

HE—

1.

—NENA=1+HIE/NMEA For the six months ended 30 June 2019

mEEE

ARG MBRENRBEES
TR AGHEMz BB G EE
345)T(EP37@E7TW#E¢J&§5%H§‘§A
RGMBERAREF LRI
ﬁ+AZ@%ﬁ%ﬁEﬁ§°

FESTHE
IRRAR & B S 3R & TR £ K AR
ERE MR AREREZITE
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§|\o

REERIE SN B RS ER
REBMBHREEN ZEFTME
EEBREI  REEZ
ZE-AERNA=THLERNEARZ
BAGEMBREAKAZEE
WERAERERRREARRN AR
EffBE AR (SBIAEE]) &
E-FT-NF+=-A=+—HL
FEZE2FYBRERFKEEE
B o pboh - RANFRERHAR - A&
EEpgm—MEAEBELFLE
R — BB R F 2R ER

T O & ET R o

1.

Basis of Preparation

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

Principal Accounting Policies

The condensed consolidated financial statements have
been prepared on the historical cost basis except for the
derivative financial instruments, equity instruments at fair
value through other comprehensive income (“FVTOCI")
and investment properties, which are measured at fair
values.

Other than changes in accounting policies resulting
from application of new and amendments to Hong
Kong Financial Reporting Standards (“HKFRSs"”), the
accounting policies and methods of computation used
in the condensed consolidated financial statements for
the six months ended 30 June 2019 are the same as
those followed in the preparation of the annual financial
statements of the Company and its subsidiaries (collectively
referred as the “Group”) for the year ended 31 December
2018.
accounting policy for disposal of its controlling interest
in a subsidiary to an existing associate during the current
interim period.

In addition, the Group has applied the following
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AR S B 3R &5 FfT e
Statements

HE—Z—NE/NA=1HI1L/XMEA For the six months ended 30 June 2019

Principal Accounting Policies
(Continued)

Changes in the Group’s interests in existing
subsidiaries

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling
interests (if any) are derecognised. A gain or loss is
recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the carrying amount of the
assets (including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). When the Group disposes
of its interest in a subsidiary to an existing associate, the
Group recognises a gain/loss on disposal in respect of the
unrelated interest in the subsidiary in profit or loss and
the remaining amount as a reduction in its interest in the
associate.
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Notes to the Condensed Consolidated Financial Statements

HE-—ZT—-AENA=1HIE/NEA For the six months ended 30 June 2019

2. FEEHHR
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2.

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs

In the current interim period, the Group has applied, for
the first time, the following new and amendments to
HKFRSs and Hong Kong Accounting Standards (“HKASs"”)
and an interpretation issued by the HKICPA which are
mandatory effective for the annual period beginning on
or after 1 January 2019 for the preparation of the Group’s
condensed consolidated financial statements:

HKFRS 16 Leases

HK (IFRIC)-Int 23 Uncertainty over Income Tax
Treatments

Amendments to Prepayment Features with Negative

HKFRS 9 Compensation

Amendments to Plan Amendment, Curtailment or
HKAS 19 Settlement

Amendments to Long-term Interests in Associates and
HKAS 28 Joint Ventures

Amendments to Annual Improvements to HKFRSs
HKFRSs 2015-2017 Cycle

Except as described below, the application of the new and
amendments to HKFRSs and HKASs and the interpretation
in the current period has had no material impact on
the Group’s financial performance and positions for the
current and prior periods and/or on the disclosures set out
in these condensed consolidated financial statements.
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(= —Z—NENA=1+HI1E/MEA For the six months ended 30 June 2019

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases”

The Group has applied HKFRS 16 for the first time in the
current interim period. HKFRS 16 superseded HKAS 17
“Leases”, and the related interpretations.

Key changes in accounting policies resulting from
application of HKFRS 16

The Group applied the following accounting policies in
accordance with the transition provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified on or after the
date of initial application, the Group assesses whether
a contract is or contains a lease based on the definition
under HKFRS 16 at inception or modification date. Such
contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

As a lessee
Short-term leases

The Group applies the short-term lease recognition
exemption to leases of office and staff quarters that have
a lease term of 12 months or less from the commencement
date and do not contain a purchase option. Lease
payments on short-term leases are recognised as expense
on a straight-line basis over the lease term.
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2.

2.1

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 16 (Continued)

As a lessee (Continued)
Right-of-use assets

Except for short-term leases, the Group recognises right-
of-use assets at the commencement date of the lease (i.e.
the date the underlying asset is available for use). Right-
of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

The cost of right-of-use asset includes:

e the amount of the initial measurement of the lease
liability;

e any lease payments made at or before the commencement
date, less any lease incentives received;

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring the
underlying asset to the condition required by the terms
and conditions of the lease.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term is depreciated from
commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.
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fE B4R & B 75 3R 15 B &
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(= —Z—NENA=1+HI1E/MEA For the six months ended 30 June 2019

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 16 (Continued)

As a lessee (Continued)
Right-of-use assets (Continued)

The Group presents right-of-use assets that do not meet
the definition of investment properties in “property, plant
and equipment” on the condensed consolidated statement
of financial position, the same line item as that within
which the corresponding underlying assets would be
presented if they were owned.

Leasehold land and building

For payments of a property interest which includes both
leasehold land and building elements, the entire property is
presented as property, plant and equipment of the Group
when the payments cannot be allocated reliably between
the leasehold land and building elements, except for
those that are classified and accounted for as investment
properties.

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS 9 “Financial Instruments” and initially measured at
fair value. Adjustments to fair value at initial recognition
are considered as additional lease payments and included
in the cost of right-of-use assets.
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2.

2.1

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 16 (Continued)

As a lessee (Continued)
Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date.
In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the
lease is not readily determinable.

The lease payments include:

. fixed payments (including in-substance fixed
payments) less any lease incentives receivable;

3 variable lease payments that depend on an index or a
rate;

o amounts expected to be paid under residual value
guarantees;

3 the exercise price of a purchase option reasonably
certain to be exercised by the Group; and

. payments of penalties for terminating a lease, if the
lease term reflects the Group exercising the option to
terminate.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.
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Statements

—E—RAENA=1+HIE/EA For the six months ended 30 June 2019

Principal Accounting Policies

(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 16 (Continued)

As a lessee (Continued)

Lease liabilities (Continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured
by discounting the revised lease payments using a
revised discount rate at the date of reassessment.

the lease payments change due to changes in market
rental rates following a market rent review in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the
initial discount rate.

Lease modifications

The Group accounts for a lease modification as a separate
lease if:

the modification increases the scope of the lease
by adding the right to use one or more underlying
assets; and

the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.
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2.

2.1

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 16 (Continued)

As a lessee (Continued)
Lease modifications (Continued)

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

Taxation

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 "Income Taxes” requirements to right-of-use assets
and lease liabilities separately. Temporary differences
relating to right-of-use assets and lease liabilities are not
recognised at initial recognition and over the lease terms
due to application of the initial recognition exemption.
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IGLEEESS R A
Statements

(= —Z—NENA=1+HI1E/MEA For the six months ended 30 June 2019

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 16 (Continued)

As a lessor

Allocation of consideration to components of a
contract

Effective on 1 January 2019, the Group applies HKFRS 15
"Revenue from Contracts with Customers” to allocate
consideration in a contract to lease and non-lease
components.

Refundable rental deposits

Refundable rental deposits received are accounted under
HKFRS 9 and initially measured at fair value. Adjustments
to fair value at initial recognition are considered as
additional lease payments from lessees.

Sublease

When the Group is an intermediate lessor, it accounts for
the head lease and the sublease as two separate contracts.
The sublease is classified as a finance or operating lease by
reference to the right-of-use asset arising from the head
lease, not with reference to the underlying asset.

Lease modification

The Group accounts for a modification to an operating
lease as a new lease from the effective date of the
modification, considering any prepaid or accrued lease
payments relating to the original lease as part of the lease
payments for the new lease.
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2.

2.1

2.1.2

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Transition and summary of effects arising from
initial application of HKFRS 16

Definition of a lease

The Group has elected 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. Therefore, the Group has
not reassessed contracts which already existed prior to the
date of initial application.

For contracts entered into or modified on or after 1
January 2019, the Group applies the definition of a lease in
accordance with the requirements set out in HKFRS 16 in
assessing whether a contract contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with
the cumulative effect recognised at the date of initial
application, 1 January 2019. Any difference at the date
of initial application is recognised in the opening retained
profits and comparative information has not been restated.
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E—ZE—NFENA=+HIN@A For the six months ended 30 June 2019

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Transition and summary of effects arising from
initial application of HKFRS 16 (Continued)

As a lessee (Continued)

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following
practical expedients to leases previously classified as
operating leases under HKAS 17, on lease-by-lease basis,
to the extent relevant to the respective lease contracts:

i elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12
months of the date of initial application;

ii. excluded initial direct costs from measuring the right-
of-use assets at the date of initial application;

iii. applied a single discount rate to a portfolio of leases
with a similar remaining terms for similar class of
underlying assets in similar economic environment.
Specifically, discount rate for certain leases of
properties in Hong Kong and the People’s Republic of
China (“PRC") was determined on a portfolio basis;
and



44

ERCLIKERRRA

I BA 4R & B 75 ¥R 15 B 5

Notes to the Condensed Consolidated Financial Statements

—F-NFEPHRERS

HE-—ZT—-AENA=1HIE/NEA For the six months ended 30 June 2019

2.1

2.1.2

FESHBE

ERHIEBEMKEREEER
REBMBHREERZEFT
(%)
BREEBHEREEREI6
BIHEIcEERAE
BEZE (57)

BB EREBMERE%EL
FIEMELECBEZHER
HEMEH)

ERERMA ()

iv. HEREVKRERBHZZE
RIBMR - FEBETEAEEM
THREAI AR EEEECHE
ZHEFH -

RBEHME AEBEEERRE
75 B 7% R 45 22 BI 55 165 B /B A
THE

R-ZZE-NF—A—B X&H
BRERATAMBHREEAF16
SRC8(b)i)z BELBHERHER
BEReBEEASNEAAEERAEBL
EREEE -

REMOBERKEHE - HER
REERER ASBEZERR
Vm R B HIHEE R R ZE g
fEER X - 10 AP FAEA .2
BIYEREENENEER
4.35%%4.75% °

2.

2.1

2.1.2

Principal Accounting Policies

(Continued)
Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Transition and summary of effects arising from
initial application of HKFRS 16 (Continued)

As a lessee (Continued)

iv. used hindsight based on facts and circumstances
as at date of initial application in determining the
lease term for the Group's leases with extension and
termination options.

On transition, the Group has made the following
adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognised lease liabilities
and right-of-use assets at amounts equal to the related
lease liabilities by applying HKFRS 16.C8(b)(ii) transition.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant entities at
the date of initial application. The weighted average
incremental borrowing rate applied by relevant entities
range from 4.35% to 4.75%.
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2. Principal Accounting Policies

(Continued)

Application of new and amendments to

HKFRSs (Continued)

2.1 Impacts and changes in accounting policies of

application on HKFRS 16 “Leases” (Continued)

BEEE (%)
NBERERBUEREER 2.1.2 Transition and summary of effects arising from
FIFEMEECBERHER initial application of HKFRS 16 (Continued)
HEBEE)
EBRBEAN(E) As a lessee (Continued)
R=F—N#%F
—H—H
At 1 January
2019
THER
HK$'000
RZE-—N\F+=ZA=+—H Operating lease commitments disclosed as at
ERBEz K HEAE 31 December 2018 84,383
B ERHE —REAS Less: Recognition exemption — short-term leases (497)
83,886
R-_ZTE—NE—FH—BHEBRSE®E  Lease liabilities discounted at relevant
B 75 3R 45 Y€ Bl 55 1657 BF FE 7R incremental borrowing rates relating to
K EHERBBRELEES operating leases recognised upon application
F=BEIR s, HEBE of HKFRS 16 as at 1 January 2019 70,210
DR Analysed as
mE Current 15,827
FER B Non-current 54,383

70,210
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2. Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

BEEE (%)
NHRERET B EREEAR 2.1.2 Transition and summary of effects arising from
F16EMELEZBELZHER initial application of HKFRS 16 (Continued)
HEBEE)
EBERBEAN(E) As a lessee (Continued)
FEREBEEEN_-_ZE—hLFEF— 8 — The carrying amount of right-of-use assets as at 1 January
HeHRESBHT : 2019 comprises the following:
ERAEEE
Right-of-use
assets
THER
HK$'000
FE &8 B 7S iR & 2E Bl 55 1655 B Right-of-use assets relating to operating leases
HREBCEHEZTRAEESE recognised upon application of HKFRS 16 70,210
BN LS EHF S BT Reclassified from prepaid lease payments
(Note) 238,769
308,979
LR By class:
HE i Leasehold lands 238,769
T B F Land and buildings 70,210

e RZE—NF+=-_A=+—
B - PEBAE 2 A ER R
PEAEMLTHES - RE
REAMBREERFE 169
B AN LA 2 IEREN I
232,436,000 7T & it B 26
6,333,000/ T E EF H
RIERABEE -

308,979

Note: Upfront payments for leasehold lands in the PRC were classified as
prepaid lease payments as at 31 December 2018. Upon application
of HKFRS 16, the non-current and current portion of prepaid lease
payments amounting to HK$232,436,000 and HK$6,333,000
respectively were reclassified to right-of-use assets.
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2.

2.1

2.1.2

Principal Accounting Policies

(Continued)

Application of new and amendments to

HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Transition and summary of effects arising from
initial application of HKFRS 16 (Continued)

As a lessee (Continued)

The following adjustments were made to the amounts
recognised in the condensed consolidated statement of
financial position at 1 January 2019. Line items that were
not affected by the changes have not been included.

BREFBHB
%I 2 8 HEERE165R
RZZE—\F R=Z-—"F
+=—A=+—H —A—BZ2
ZEEHE SR Bk RELE
Carrying
amounts Carrying
previously amounts under
reported at HKFRS 16 at
31 December 1 January
2018  Adjustments 2019
FAT FAT FExT
HK$'000 HK$'000 HK$'000
ERBEE Non-current assets
M - EN&ME  Property, plant and equipment 1,558,088 308,979 1,867,067
ER LA Prepaid lease payments 232,436 (232,436) —
mEEE Current assets
ER LA Prepaid lease payments 6,333 (6,333) —
REAE Current liabilities
HEBE Lease liabilities — 15,827 15,827
kRBEE Non-current liabilities
HMEBE Lease liabilities — 54,383 54,383
izt : AEEBEBEEENHFEZE_-Z Note: For the purpose of reporting cash flows from operating

—hEANA=TALAEAZ
WEEBFEERST B
EXFHBER =~ —
B—A 2 MMM BRRETE
BEES R -

activities under indirect method for the six months ended
30 June 2019, movements in working capital have been
computed based on opening statement of financial position
as at 1 January 2019 as disclosed above.
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HE-—ZT—-AENA=1HIE/NEA For the six months ended 30 June 2019

2.

2.1

2.1.2

FESHBE

ERHIEBEMKEREEER
REBMBHREERZEFT
(%)
BREEBHEREEREI6
BIHEIcEERAE
BEZE (57)

BB EREBMERE%EL
FIEMELECBEZHER
HEMEH)

1ERH A
RBEBMBHREENE 169 2
WE G - AR BEEARRE
AR AEE AL HEAZHEHERED
EMFAE - BSHYHERA
BIZBEBMBHREERE 165
BZEREARE  ERERTT
=R

EXERIBEHR
BREEENRAESHEESR
B AR R AR 2 SO CBR 7 41 % 8

EHRAHE) U RE KR EKREARF
ZHEEUWA e

2.

2.1

2.1.2

Principal Accounting Policies
(Continued)

Application of new and amendments to
HKFRSs (Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

Transition and summary of effects arising from
initial application of HKFRS 16 (Continued)

As a lessor

In accordance with the transitional provisions in HKFRS
16, the Group is not required to make any adjustment
on transition for leases in which the Group is a lessor but
account for these leases in accordance with HKFRS 16 from
the date of initial application and comparative information
has not been restated.

Revenue and Segment Information
Revenue

Revenue represents the amount received and receivable for
goods sold to customers, net of discounts and sales related
taxes, and rental income received and receivable from
tenants during the period.
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HE—Z—NE/NA=1HI1L/XMEA For the six months ended 30 June 2019

Revenue and Segment Information
(Continued)

Segment information
For management purposes,
operating segments are currently classified under the
following business divisions, namely solvents, coatings,

inks, lubricants and properties. These divisions are the
basis on which the Group reports its operating segment

the Group’s reportable

information.

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

Segment results represent the profit earned or loss
incurred for the period by each segment without allocation
of share of results of associates, interest income, 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—NF/NA=+THI/~EA For the six months ended 30 June 2019

3. BEEHERPEER » 3. Revenue and Segment Information

(Continued)
THEER (&) Segment information (Continued)
DEELFEREE Segment revenue and results
AREB RO BEEAMILA] 2R LK An analysis of the Group's revenue and results by
BAKEE Dy BT LEESI reportable and operating segments for the period under
NS review is as follows:
2828
2 BH it} BRH HE it it e
Reportable
Solvents Coatings Inks  Lubricants ~ Properties segment total Elimination  Consolidated

TE7 Thn TR Thn TR Thn TR TEn
HKS000 HKS'000 HK$'000 HKS'000 HKS'000 HK$000 HKS'000 HKS'000

BECZ-0f Six months ended
RAZTALRER  30June 2019
(REEH) (unaudited)

MERkE Seqent revenue
EPaia Revenue from contracts with
—WE-EHE  customers— recognised at a
] point in time
HhgE Bxternal sales 3,386,305 $13,009 624,657 108,454 - 49 - 4945
NEfRE Inter-segment sales 49,704 ] 63 Py - 50,030 (50,030) -
HRENA Externalrental income - - - - 5,321 5,321 = 5301
ARRESHA Inter-seqment rental income - - - - 40 U0 (240) -
] Total 3,436,009 813,050 624,920 108,476 5,561 4,988,016 (50,270) 4,931,146
58 Results
NELE Segment results 102,232 33,651 50,896 6,783 1,541 195,103 (94) 195,009
EEBEAAZE  Share of results of associates (6:352)
FARRA Unallocated income 13930
KORER Unallocated expenses (9,140)
HEER Finance costs (37,808)

BHE AR Profit before taxation 155,639
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EEHERIPBER &) 3. Revenue and Segment Information
(Continued)
THEER &) Segment information (Continued)
DHEEEEREE ) Segment revenue and results (Continued)
TZHRAE
aH 2H e ABH hx @t i A
Reportable
segment
Solvents  Coatings Inks  Lubricants  Properties total  Elimination  Consolidated
T AL T AL AL A TAL A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HEZZZ-/\F&  Sikmonths ended
AAZTALE  30June 2018
~EA (unaudited)
(RBE7)
FHEXE Seqment revenue
REAMWE  Revenue from contracts
—NE-BBE  with customers —
B2 recognised at a point in
time
HOMEE External sales 433313 948547 730567 139013 — 6141440 — 6,141,440
PEREE Inter-segment sales 63,926 2 348 81 - 64,379 (64,379) -
HoMESMA  External rental income - - - - 8,086 8,086 = 8,086
SEHBLBA  Inter-segment rental
income — - — - 200 200 (200) =
ek Total 4,387,239 948 571 730,915 139,094 8280 6,214,105 (64,579) 6,149,526
E4 Results
PRRE Segment ress 183753 (4868 10085 (837 39548 220,151 @) 220070
ADERA Unallocated income 8278
AARER Unallocated expenses (10,224)
BEER Finance costs (29.775)
BRAET Profit before taxation

BB BEEE B A RK
MEINEE TS WA Z ERIE
i o

188,349

Inter-segment sales/rental income are charged at the
similar terms as external sales/rental income.
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HE-—ZT—-AENA=1HIE/NEA For the six months ended 30 June 2019

4, HW AR H i 4. Other Income and Other Gains and
W= K E B Losses

BZEZXA=1tHIEKEA
Six months ended 30 June

—E-AF —E—-N\F
2019 2018
FER FAET
HK$'000 HK$'000
(REEX) (REgEER)
(Unaudited) (Unaudited)
(@) AEBZEMKAEE (a) The Group’s other income
BE mainly comprises:
FE A Interest income 12,121 5,247
ERRZBEHB 2 Government grants recognised 8,815 8,886
(b) N&EB 2 HibUgz5 (E5H)  (b) The Group's other gains (losses)
BFE comprise:
HEMRBARZ K= Gain on disposal of subsidiaries
(PFFEE19) (Note 19) 5,758 28,406
BREMEANREZS 2 Gain on fair value change of
& investment properties 5,305 12,225
B S REMGRIER D (#R) Impairment losses reversed
< BEEE (recognised) on trade
receivables 650 (4,182)
HESEARBELEZ Gain on disposal of assets
ERBEECEELZ classified as non-current
& assets held for sale — 2,727
HEYE BEEREKEZ Loss on disposal of property,
518 plant and equipment (2,861) (1,729)
B 1N 45 8 2 32 5 T EE A Net exchange (loss) gain
ZFREH (EB) W& arising from foreign currency
balances and transactions (4,857) 2,368
WHEME BB MEE Written off of property, plant
and equipment — (20,291)
EEmRZRERE Impairment loss recognised on
goodwill — (642)

3,995 18,882
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5. Profit Before Taxation

BESNA=THLEAEAR

Six months ended 30 June

—E-NHF —T-N\F
2019 2018
FET FH& T
HK$'000 HK$'000
(REEZ) (RE&EZ)
(Unaudited) (Unaudited)
B 55 AR A Ty AR (51 A)  Profit before taxation has been
T3 & IRIEE R arrived at after charging
(crediting):
EEE#H Amortisation of intangible assets 1,118 1,532
BRAERAX ZFEKAR Cost of inventories recognised as an
expense 4,254,015 5,358,898
ME BEERREBZITE Depreciation of property, plant and
equipment 80,492 95,280
T8 1~ £ b FH & 2 55 Release of prepaid lease payments — 3,518
T B R E R E Reversal of allowance for slow-
moving inventories (6,359) (65)
HHEEE Written off of inventories 7,039 7,331
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6. B

—F-NFEPHRERS

—ZE—AFNA=1+HIE/NEA For the six months ended 30 June 2019

6. Taxation
BEANA=+BLEAMEA

Six months ended 30 June

—E-hF —T—N\F
2019 2018
FE& T FH&ET
HK$'000 HK$'000
(REER) (REgEEZ)
(Unaudited) (Unaudited)

bt H e The charge comprises:

BNAER®i 18 — R EY Current tax — the PRC
7 HA Current period 37,897 48,745
TEA Withholding Tax 726 12,434
38,623 61,179

EEF IR Deferred taxation

7K HA Current period 3,902 3,646
42,525 64,825

BEFBRCEMSHERDERN
BRAERKS  +HEMEQR
ZRERE-_ETN\F—A—Hit
5525% o

AEBETRTFELEZHER
ANEERERRIRIMEER
RRPEARE 2 XBEE
XX ARFTHIS%ZIHABH
RoREPRAERERET AK
EMBEBR RS -

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of 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.
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BLIE )
BBHHEERTHEKERRE
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NAIEZZEZENF—A—BBHK
B2 o k2B EERZH
B REPEZFERAEET%
zm FERTEME - w12

TISTABERIETIRE - AR
%?¢ﬁ%%@ﬁ%ﬂ2ﬁﬂ¢
DERZZREERIEMR #E 3
i AR A AR R 5 R 2 IR BB IR 5%
3 10% 2 Tt R M TBHFL o

HRARRESRALRNEET
EHBEOTRERE KR mME
BEEAKRNATERAERB K
RO - H A SR B A R BB
NEIEZTETENF—HA—HiE
BRzHETALED RIRE & F
1,609,562,0008 L (=T — \F

+=-HA=+—H :1,600,198,000
BT FERIELER A -
Hﬁ /%\

HA AEBESRITEZER =
T NAFLtARNEBEEHZE =
T-NE+_A=+—H8HI*F
B2 AREBKREFRI0B (A &
56,403,000/ 7T ) °

RBEZE-_ZT—N\FXA=1+H1t
NEA  AEBERITEZN
T NFLtARNEEEZ =
—tF+_A=+—8BIF
BzRHARBESRIOEN(A
56,389,000/ 7T ) °

—AEARNA=TH%E &2
REFERZERBE_ZT—NF
ANAZtTHLEARNEAZFHES
FRR7EMN - & £ 439,482,000
BEr(EHE-_TE-—N\FNA=ZT
BIEN@EA : k6Bl &
33,838,000 7T ) ° A EARR B R
—E-hFt+At+ARAEIH
TR=ZFE—NFHLA+=BR7
AARBREMZ AARBRE °

HBE-_Z—NEXA=1+HIE/NEA For the six months ended 30 June 2019

Taxation (Continued)

The withholding tax represented taxation recognised
in respect of interest income derived from loans to
subsidiaries in the PRC and dividends to be distributed
from profits earned by certain subsidiaries in the PRC
starting from 1 January 2008. The withholding tax is
recognised for interest income derived from the PRC at tax
rate of 7% and dividends to be distributed from profits
earned by certain subsidiaries in the PRC in accordance
with the Implementation Regulation of the EIT Law of the
PRC that requires withholding tax with tax rate at 5% or
10% for dividend 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$1,609,562,000 (31 December 2018:
HK$1,600,198,000) as the directors of the Company are of
the opinion that the Group is able to control the timing of
the reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the
foreseeable future.

Dividends

During the period, a final dividend of HK10 cents per share
totalling HK$56,403,000 in respect of the year ended 31
December 2018 were declared and subsequently paid in
July 2019.

During the six months ended 30 June 2018, a final
dividend of HK10 cents per share totalling HK$56,389,000
in respect of the year ended 31 December 2017 were
declared and subsequently paid in July 2018.

Subsequent to 30 June 2019, the directors of the Company
resolved to declare an interim dividend of HK7 cents per
share totalling approximately HK$39,482,000 for the six
months ended 30 June 2019 (six months ended 30 June
2018: HK6 cents per share totalling HK$33,838,000). The
interim dividend will be payable on or about 10 October
2019 to the owners of the Company whose names appear
on the Company’s register of members on 12 September
2019.
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8. BRER 8. Earnings Per Share
AKRAAREEMLEFRERNREE The calculation of the basic and diluted earnings per share
BADERTYHESE - attributable to the owners of the Company is based on the

following data:

BEXA=1THLXEA
Six months ended 30 June

—E-NF —E2-N\%F
2019 2018
FER FH& T
HK$'000 HK$'000
(RBEX) (REeEZ)
(Unaudited) (Unaudited)
75 N T) P& B E {h 2N HR 45 A DA K2 Profit for the period attributable
AR EESRERLBERETF] to owners of the Company and
2 B earnings for the purposes of
calculating basic and diluted
earnings per share 88,388 87,260
R4 & B
Number of shares
TR T &
‘000 ‘000
ARFTEERERNZRN 2 Weighted average number of shares
DNHE 35 IR 3 for the purpose of calculating
basic earnings per share 564,029 563,889
AR ERRESE 288 Effect of dilutive potential ordinary
2 shares:
HE A A Share options — 44
ARTEERESERT 2 Weighted average number of shares
N 39 B &K for the purpose of calculating

diluted earnings per share 564,029 563,933
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ME BERKE -
BREWEUREAE
BEEZEE
RBEZE-_ZT—NAFAA=1+HIE
HAM - A% B E) A 49139,387,000
BT(BE=—F—\FXA=1H
Jt/ﬂlﬂ :95,627,000/87C) © *£

RABEREZZEREAE
j(éﬁb"

HA i—? j—Li/\)EJ +EI_|J:
HE BAREEEERBS
BE WMREBRERZER ﬁﬁ
456,235,000 T(HE=ZZ—N\
FRA=ZFTHIEAMEAAR : &)z
WMEMECDEBEZREME - B
EYEERZANBEHR—BBELMG
@%#Evﬁiﬁ%ﬁ%ﬁZ%
PEREBREREEMEEKS
R WY EEHERELM -

RBEE-_ZFT—NLF~A=+H
ILEAR - REWMERAARBZF
# 505,305,000 T(H = =%
7}\&/\)%:‘%5.”:/\1.)5] .
12,225,000 8 L) E EE R E &=
R MER - BERNEENE
F'a BBV AEREXMERRME

cHBUEERBEEMEBERME
ﬁﬁﬁ%ﬂ%ﬁﬁ&ﬁﬁ%’%
FELEBUME R Z BL
WEZEME: YRKERBRE
BE BEREZ2EFBERPEZ
mEHEE -

REBEE-—T—hE~A= +Eut
B - KE@ME%%“*
BRI AERZ z%,ﬁﬂfiﬁ
FoRHEHBEE  AeED®
REAEEE(BEEDE  BE

R 7A) 33,009,000 T R EE
£ 1533,009,000/8 7T °

9.

HE—Z—NE/NA=1HI1L/XMEA For the six months ended 30 June 2019

Movements in Property, Plant and
Equipment, Investment Properties
and Right-of-use Assets

During the period ended 30 June 2019, the Group
incurred approximately HK$139,387,000 (six months
ended 30 June 2018: HK$95,627,000) mainly for additions
to a manufacturing plant in the PRC to expand its
manufacturing capacity.

During the period ended 30 June 2019, two properties
with aggregate fair value at the date of transfer of
HK$56,235,000 (six months ended 30 June 2018: nil)
was transferred to investment properties due to change
of use as a result of commencement of relevant leases.
The fair value at the date of transfer was determined by
an independent valuer and the excess over the carrying
amount was recognised in other comprehensive income
and increased property revaluation reserve at the date of
transfer.

During the period ended 30 June 2019, a net increase
in fair value of investment properties of HK$5,305,000
(six months ended 30 June 2018: HK$12,225,000) has
been recognised directly in profit or loss. The valuations
are carried out by an independent qualified professional
valuer, which is not connected with the Group. The
valuations by the independent qualified professional valuer
are arrived by direct comparison approach with reference
to recent market prices for similar properties in similar
locations and conditions and investment approach with
reference to market rent in Hong Kong and the PRC.

During the period ended 30 June 2019,
entered into new lease agreements for the use of offices
and warehouses for the periods arranging form 1 to 5
years. On lease commencement, the Group recognised
HK$33,009,000 of right-of-use assets, including in
property, plant and equipment, and HK$33,009,000 of
lease liabilities.

the Group
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HE-—ZT—-AENA=1HIE/NEA For the six months ended 30 June 2019

10. REBFE N R 2= 10. Interest in Associates
—E-hEF —E-N\F
ANA=tRA +=ZA=+—H
30.6.2019 31.12.2018
THER FAET
HK$'000 HK$'000
(RBER) (RERZ)
(Unaudited) (Audited)
ELFTEE NG 2WAMK A Cost of investment on associates, unlisted 55,346 24,501
[ERMI R EER K Share of post-acquisition loss and other
HiE2mEH comprehensive expense (7,551) (1,199)
ErAR Currency realignment (349) (13)
47,446 23,289
RI|EHAR  ANEFBE QR Z Details of the Group’s associates at the end of the reporting
HBEMOT : period are as follows:
. AEEEERA \
RennsR iMATER  IEEERE EHZAMM ITEH
Country of Principal place Percentage of equity Principal
Name of associate incorporation  of business interest held by the Group activity
Z3-18 ZE-)\F

ARZ+R tZA=t-A
306209 31122018

E#RE
Directly held
TEAEREEBREARDA hEl RE 38.58% 05% RESERERE
PRC PRC 38.58% 27.75%  Provision of car maintenance services
BERE
Indirectly held
LWRAERELEREERAE hE hE 38.58% 015%  REFERERE
PRC PRC 38.58% 27.75%  Provision of car maintenance services
RABTELBRBERAT i 8 WS 0% BEFEREER
PRC PRC 38.58% 27.75%  Provision of car maintenance services
RETABEEREREARAA hE hE 38.58% - REFERERE
PRC PRC 38.58% - Provision of car maintenance services
(K&19(a)
(Note 19(a))
PUTAEBE AEREERAR hE hE 38.58% - REAERERE
PRC PRC 38.58% - Provision of car maintenance services
(K &19(a))
(Note 19(a))
BUAAEEEERBEERAA hE hE 38.58% - REABRERE
PRC PRC 38.58% - Provision of car maintenance services
(K &19(2)
(Note 19(a))
ROMARAE S EREERAA hEl hE 38.58% - REAERERE
PRC PRC 38.58% - Provision of car maintenance services
(F3E19(a))
(Note 19(a))
IETARRE SR EREERAA hEl hE 38.58% - RERERERE
PRC PRC 38.58%* - Provision of car maintenance services
& ZEE QR R B E R N5 # The associate was incorporated during the current interim period.

A S -



11.

Notes to the Condensed Consolidated Financia

2019 INTERIM REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

AR & M IS8R5 M =

Statements

HE—Z—NE/NA=1HI1L/XMEA For the six months ended 30 June 2019

BESZEWNRERERK 11. Trade and Bills Receivables, Other
EE - HibhEWERM Debtors and Prepayments
REMNARE
—E—-h%E —ZE-N\%F
NA=+H +t=ZA=+—8
30.6.2019 31.12.2018
F#&E T FHET
HK$°000 HK$'000
(REER) (fEE %)
(Unaudited) (Audited)
2 5 fE Yz E Trade receivables 1,581,171 1,657,543
W EEBKEE Less: Allowance for credit losses (58,688) (65,162)
1,522,483 1,592,381
e = iR Bills receivables 1,175,665 1,593,365
2,698,148 3,185,746

HiEUWEARANRBLIER
BBaNHERFE BREER
A& Ral Y el g E T e

RI|BEHR - B 5 EUGIR (K
BREERARE ERNERAHE
P2 BREE DT :

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

An aged analysis of trade receivables net of allowance for
credit losses, presented based on the invoice date at the
end of the reporting period is as follows:

—E-hF —E-N\F

~NA=+H +t=ZA=+—H

30.6.2019 31.12.2018

FER FAET

HK$'000 HK$'000

(REEZ) (EZ)

(Unaudited) (Audited)

TE={@A 0 - 3 months 1,273,988 1,332,750
MmENEA 4 — 6 months 174,748 209,019
NE A M B Over 6 months 73,747 50,612
1,522,483 1,592,381
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HE

11.

BEZRERBUAREREWK
ZE  HMERERR
EENFE

AEBAFRNESIEFPRENT
30KEKRZEEH - KEEK
ERTHNRECHRTFZRERE
HEFREEESN -

FEWE BB NRIT AL RER
NRZRITARLER - BEME
R ARERENBARIEP
ABRRITAL ZRITERLER
HEE SRR -

ZEHASAEERAEE ZRTT
EGERE—RNEE AR ETE
BT —EARBIE - |RITANLE
ERET2HBEANBEARTHEE
RITRZERITALERIHA
XAt e

12.FE W Bt & A T RIE

13.

& & 801,469,000 T 2 B 5 4 &
SN RERIEHREER AR
—FAEERZEFFES%E °

TEBBELEZE
E/EAIBERFEH
EZEERBZER
W= N\%+-A%EA EF
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11.

12.

13.

—Z—AFENA=+HI1EMEA For the six months ended 30 June 2019

Trade and Bills Receivables, Other
Debtors and Prepayments (continved)

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.

Bills receivables represent #R 17 & i [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 PRC banks on a case by
case basis.

These banker’s acceptances are issued to or endorsed to
the Group and with due 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 mainly
state-owned banks or commercial banks in the PRC, on the
due date of such banker’s acceptances.

Amounts due from Associates

The amounts are unsecured, repayable within one year and
carries interest at a rate of 5% per annum, except for the
trade balances of HK$1,469,000.

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 (“Bauhinia 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 were presented separately in the
condensed consolidated statement of financial position
(see below). The net proceeds of disposal were expected to
exceed the net carrying amount of the relevant assets and
liabilities and accordingly, no impairment loss had been
recognised. The disposal was completed subsequent to the
date of the reporting period.
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13. Assets Classified as Held for
Sale/Liabilities Associated with
Assets Classified as Held for Sale

(Continued)

The assets and liabilities of Bauhinia Paints classified as

held for sale are as follows:

—E-NF —E-N\%F

RA=tH tZA=+—H

30.6.2019 31.12.2018

TET FH T

HK$000 HK$'000

(REER) (&%)

(Unaudited) (Audited)

M BERRE Property, plant and equipment 5,780 2,334

BEYE Investment properties 192,187 192,407

EALHAE Prepaid lease payments — 3,701

H fth E I FRIB Other receivables 5,709 5,732

RITHEHKR LIRS Bank balances and cash 177 135
DEABEHE 2 AEH£ME  Total assets classified as held for

203,853 204,309

H h & 4 3k 18 Other payables (6,357) (2,301)

FE R X Taxation payables (2,930) (2,933)

EEFIEA G Deferred tax liabilities (64,854) (64,928)

BN AEBERE 2 EEME Total liabilities associated with
2 BEBE assets classified as held for sale (74,141) (70,162)
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14. ENERARARESTE R

14. Creditors and Accrued Charges

—E-NF ZZE-N\F
AA=+HB +=-RA=+—H
30.6.2019 31.12.2018
THER T T
HK$’'000 HK$'000
(REEXK) (=)
(Unaudited) (Audited)
H 5 e R Trade creditors 1,374,478 1,697,230
Hih BN BRZ R ERTE R Other creditors and accrued
charges 460,932 380,206
1,835,410 2,077,436
HMmENERREASERETER Other creditors and accrued charges mainly consist of
FENEIZFLEN HER payables of staff salaries and benefits, sales commission,
© ENERBRIESRNRHEME payable of storage and transportation and other payables.
REIE -
RBMEAR  BEHFEMNERER An aged analysis of trade creditors at the end of the
BEEHBZEREOMAT - reporting period based on the invoice date is as follows:
—E-NF ZE-N\F
AA=+B T-A=+-~
30.6.2019 31.12.2018
THER F& T
HK$'000 HK$'000
(REEXK) (=)
(Unaudited) (Audited)
Tz =@ A 0 - 3 months 1,115,331 1,357,137
mZE <A 4 — 6 months 245,328 324,770
NEA M B Over 6 months 13,819 15,323
1,374,478 1,697,230
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15. Borrowings

During the period, the Group obtained new bank
borrowings in the amount of HK$1,058,727,000 (six
months ended 30 June 2018: HK$1,020,189,000) and
repaid bank borrowings of HK$1,256,277,000 (six months
ended 30 June 2018: HK$985,275,000). The new bank
borrowings during the six months ended 30 June 2018
and 2019 bear interest at market rates and are repayable

ranging from 1 week to 4 years.

Bg 7 16. Share Capital
BR&EE ;N
Number
of shares  Share capital
TR FE T
‘000 HK$°000
ETE Authorised:
FIREE0.10E T 2 % Hm Shares of HK$0.10 each
RZTE-—NF—A—A8EK At 1 January 2019 and
—ZT-NAFERA=TH 30 June 2019 800,000 80,000
BEITRER Issued and fully paid:
FRREEO0.10/E T 2 I 1 Shares of HK$0.10 each
RZE—NFEF—A—BRK At 1 January 2019 and
—E-NAERA=T+H 30 June 2019 564,029 56,403

UG HER A
ARARZBREBRETE (B
BEAEDR _-_F——_F0 A
—t+RBRRTZBRRBEFAEL
BHERS EXIZEEAB2
HE MRERERBREET
2 NERARBZEHERAE
BoREEBRENS(EBK
R & - R AR AR AT 8
R EREFTE D (RELEEH
HEFR_ET_FNA=HE
AR BVERA) X H 2 R S R
AR A RIFERRE S ZR
AATEE ©

17. Share-based Payments

The Company’s existing share option scheme was adopted
pursuant to the annual general meeting approved on
25 May 2012 (the “New Share Option Scheme”) for
the primary purpose of motivating the participants and
providing incentives and a direct interest in attaining the
long term business objective with the Company. Options
granted under the old share option scheme (the “Old
Share Option Scheme”, together with the “New Share
Option Scheme” collectively known as “Share Option
Schemes”), which was adopted by the Company on 3
September 2002 prior to the termination of such scheme,
will continue to be valid and exercisable in accordance with
the rules of the Old Share Option Scheme.
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17.

18.

UM HER AR
()
TREBARASRENEEZ
ADRBEBEZRER -

17.

Share-based Payments (continveq)

The table below discloses movement of the Company’s
share options held by the Company’s participants:

BREZE
Number of share option
B AQERATL &t
Eligible
Directors persons Total
RZZE—h&—HFA—H Outstanding as at 1 January 2019
5 AR AT 200,000 4,570,000 4,770,000
HAEEHHE M) Reclassified during the period
(Note) 290,000 (290,000) -
HARE KM Lapsed during the period = (180,000) (180,000)
RZZE-NAESA=TH Outstanding as at 30 June 2019
AR 490,000 4,100,000 4,590,000
Bsy : BEHHEAER T — HE— A Note: Mr. Ip Kwan was appointed as Executive Director with effect

—HEZIRHNTES  HE
BEBKBEAIAERALI]
BRTEE] -

PR 8 2 ) (A 45 0 L B A

BEREBRESESRE AR
BRERREEBNEREE @ 17
HAARKE BB TF - BIE
FERET IR E 2 BRENR
HHEBRTMEREE Z5H
BEE-_ZT—AF—A+—AHi
E-FT-_=—F—RB+RHIEAF
i o

EBKWE
RZZE—-—NF—AF=-H &2
AMEREEZ2ZENB AR EE
TBYE=ZF(HXZXKEH
BEE HE HDEEREHZ
BT —HHhE  WIRBEeR
B A R % 111,741,000 7T (18 &
7 136,813,000 % Ju) Y i % 75
(B85 ([BERWES
B - ¥EBKEER=_ZT—N\F
ZA—BRALEFERKREEA
R-AKBEEMEEZEES
%8 /543,844,000 I ©

18.

from 1 January 2019 and his number of share options was
transferred from “Eligible Persons” to “Directors”.

No share options were granted for both periods.

All share options granted under the Old Share Option
Scheme vested immediately at the dates of grant with the
exercisable period of ten years from the dates of grant.
The share options granted under the New Share Option
Scheme were vested over two years from the dates of
grant and they are exercisable commencing from 11
January 2015 to 10 January 2023.

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 were 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 had
been accounted for using the acquisition method. The
amount of goodwill arising as a result of the acquisition
was HK$43,844,000.
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18. Acquisition of Business (continved)

Assets acquired and liabilities recognised at the date of

BEWMT ¢ acquisition were as follows:
R=ZZE—NEF
—_A—H
At
1 February
2018
FHBT
HK$'000
Y BE R& Property, plant and equipment 993
EmEE Intangible assets 71,479
78 Inventories 7,191
B 5 kW RIE Trade receivables 13,306
92,969

DEZENRE Consideration transferred:

FHBT
HK$'000
EXHEERE Purchase consideration paid 125,181
R EEa s AT Contingent consideration arrangement (note) 11,632
136,813

B L

REERE  EEREEMNR
REREBESCXARER
Al BE 40 B A R 19,500,000
7t (#8 & K 49 11,632,000 7
) EHELERRRES
ZEEHEE RIBTEA KA RE4E
BREMFEHEML - HARE
THRE NEEBE2ERE
REBZEERBARWESB
BITR K BERI Rt 2 B E
HEPZARENEGHER M
EREEREB 2B AR o A
KRB AR9,500,0007T (%
7 #911,154,0005% 7T) B R &
EFE-NFANA=ZTHLER
BRARZN -

Note: At the date of acquisition, the directors considered
that the contingent consideration payable to the
vendors of Camel was estimated to be probable at
approximately RMB9,500,000 (equivalent to approximately
HK$11,632,000) with reference to the estimated sales
performance forecast of Camel and possible settlement of
the outstanding contractual obligations. The contingent
consideration arrangement required the Group to pay
the vendors of Camel by reference to the operating
performance of Camel, and if the vendors have fulfilled
their outstanding contractual obligations to customers
accrued prior to the completion date. The contingent
consideration was settled during the six months ended 30
June 2019 of RMB9,500,000 (equivalent to approximately
HK$11,154,000).
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18. EB W o)

18. Acquisition of Business (continved)

EWEmEE /w2 - Goodwill arising on acquisition:
FHET
HK$’000
EEERE Consideration transferred 136,813
B BEREBFEEE Less: net assets acquired (92,969)
AlEmMELEEE Goodwill arising on acquisition 43,844

BB HERNFEEZ AABER
B AEGT - BEAREMA
ZEZRAUGAHELEREZLH
WERIBARAREE R A EER
ZERERPAUFELE R XS
1.36%3.0% °

BSRWHRERKBERBZ AR
{8 513,306,000/ ¢ - 252 W
BESERUFERKBERSBZA
%) 48 & %8 /33,263,000 JT ° A
AAIEERA  BHEEKEZ
AHBEESRNKREBSHZRERS
=t 419,957,00058 7T °

WRELRERHRGHKAR
HEEHEE - tbI - A HFT
ZHREERLBREERRRER
BEHHRRE  EXRER R
KmsBERREAGZABARAZ
BHETHE HARZRFERATTA
AREBEREEZ RGN - B
It I 4 B D R RERR

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

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

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

(@) On 29 January 2019, the Group entered into an
agreement to dispose the entire equity interest in &
EMABBESERBEERAA ("REHE") and
its subsidiaries, to an existing associate at a total
cash consideration of RMB1,000,000 (equivalent to
approximately HK$1,167,000).

The net assets of HZ=#E and its subsidiaries at the
date of disposal were as follows:

FHET
HK$'000
Y BEKREE Property, plant and equipment 28,704
T8 Inventories 2,338
B 5 K H b fE W 5 IE Trade and other receivables 10,715
IRITHEH LIRS Bank balances and cash 1,714
B — R R B AT RIE Amount due to a fellow subsidiary (22,376)
HEAE Lease liabilities (25,049)
B 5 & E M RIE Trade and other payables (4,253)
EHEFAEG Net liabilities disposed of (8,207)
HEWB QR W : Gain on disposal of subsidiaries:
B R E Consideration received 1,167
Do Less:
EHEFAG Net liabilities disposed of (8,207)
HHEREBRRZBEE RARZ Gain on disposal relating to the
A E W Group's interest in the associate 3,616
B W Gain on disposal 5,758
HEMRMELE RS REFEE Net cash outflow arising on disposal:
2R e RE Cash consideration received 1,167
EHERTE#REES Bank balances and cash disposed of (1,714)

(547)
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19. HEWEB 27w

(b)

R=F—NF=ZF—H " &
EER—EBIUE=ZFHH
EEHE2EMBRRIE
EERARDAERZR]
ZEEARE - BB RED
4,911,000 7t (BSR4
38,305,000 T) - B2+
E—RARFREZ L2 T8
e -

BEREHERB 2 FEEN
™~

19. Disposal of Subsidiaries (continved)

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

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

T
HK$'000
AN TS Prepaid lease payments 9,451
Y BB KRB Property, plant and equipment 414
RITHEBR IR Bank balances and cash 24
H i JE 5 FRIR Other payables (24)
BEHEFEE Net assets disposed of 9,865
HE—BHBARZ W Gain on disposal of a subsidiary:
B R E Consideration received 38,305
o Less:
BEHEFEE Net assets disposed of 9,865
HE RS KA Transaction cost for disposal 34
i i = Gain on disposal 28,406
HEEAZFRERA Net cash inflow arising on disposal:
BWEREENRE Cash consideration received 38,305
EHERTEHRERS Bank balances and cash disposed of (24)

38,281
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B R EIE 20. Capital Commitments
—E-hF —E-N\F
AA=+H +ZA=+—H
30.6.2019 31.12.2018
FET FHT
HK$’000 HK$'000
(REEZ) (&%)
(Unaudited) (Audited)
BRAWEYE  BE KRE 2 Capital expenditure in respect
BARMY BRI HERAREE of the acquisition of property,
AV BREREE plant and equipment contracted
for but not provided in the
condensed consolidated
financial statements 82,327 89,365

HAREE

R—_ZT—AEXNA=1+H8 &%
ERE—MHBAEHEREER
i #71,254,0007%8 7T 2 R 17 ER
(ZE2—NF+-_A=+—8:
wm) AmMAEREXRERE -2
ERE  AEBZSUBHERE
HNZRRBERNPERRLTE
N MEERBBESHEOZ
HBERM o Bt - RIERE L
BEER - ZE—-hAE~NA=1H
MEMK  MERITAEHE -

SMTAZAAME
i B

AEERIEMEERERAR
REBERRROAEFE T
AEKEBUANETZSESRE
ERTBRABZARELEEMN
ERzAERMREARE) - )
RAREFEENRAAENESR
ABBEZABREESRZAR

BRI (E-Z=R)2EH -

s E-RAREAER/BERE
EXRBBEZERT S RE
(CRERE)

21.

22.

Contingent Liability

As at 30 June 2019, the Group has contingent liability
in respect of a bank guarantee granted to the landlords
for a tenancy agreement amounting to approximately
HK$1,254,000 (31 December 2018: nil). In the opinion of
the directors, the fair values of these financial guarantee
contracts of the Group are insignificant at initial
recognition and the directors consider that the possibility
of default of the parties involved is remote. Accordingly,
no value has been recognised at the inception of the
guarantee contracts and at the end of the reporting period
as at 30 June 2019.

Fair Value Measurements of
Financial Instruments

Some of the Group's financial assets and financial liabilities
are measured at fair value at the end of each reporting
period. The following table gives information about how
the fair values of these financial assets and financial
liabilities are determined (in particular, the valuation
techniques and inputs used), as well as the level of the fair
value hierarchy into which the fair value measurements are
categorised (levels 1 to 3) based on the degree to which
the inputs to the fair value measurements is observable.

o Level 1 fair value measurements are quoted prices
(unadjusted) in active market for identical assets or
liabilities;
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2.8/ TEZ2AARE 22. Fair Value Measurements of
T E e Financial Instruments (continueq)
e FE-_BARBEHEBNRAE .
FEBETEEER R
MEEEREE) BR
ZHABBE—HBREZ
WERBRINEL R

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

e F=MAARBEIENERAE o Level 3 fair value measurements are those derived
RHEESBBLIFEER
Rl T35 BUR < A BUR
(TAEBRB AR 2 hE
BRATASH -

from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).

SHEE/SRAR RTSIBEZARE MMERN HERFRIERAHE EXTAERAANE
Significant
Financial assets/ Fair value Valuation techniques unobservable
financial liabilities Fair value as at hierarchy and key input(s) inputs
ZE-nf Z3-)\f
ABZtH TZA=+-H
30.6.2019 31122018
(REEH) (B28)
(Unaudited) (Audited)
AEAITELRIAY BE(REYR BE(REHH 224 BRRLN -ARRERDER TR
flxESah gitit) gith) ERAE(RAESR TR
—5311,00087 —6,740,000% ¢ ENEEmGEH)RETH
NE(RERRRZHE B
BE(REHA BRRRY A FRREARAEEZEER
&itik) gitE) B (@A) 3t «
— 181,000 7 —E
Interest rate swap contracts Assets (under hedge  Assets (under hedge ~ Level 2 Discounted cash flow. Future N/A
classified as derivative financial ~ accounting) accounting) cash flows are estimated based
instruments — HK$5,311,000 — HK$6,740,000 on forward interest rates (from

Liabilities (under
hedge accounting)
— HK$181,000

Liabilities (under hedge
accounting)
—Nil

observable yield curves at the
end of the reporting period)
and contracted interest rates,
discounted at an applicable
discount rate taking into
account the credit risk of the
counterparties and of the
Group s appropriate.
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22. Fair Value Measurements of

T E e Financial Instruments (continued)
SHEE/LHAR RIFIABZAAE MERH HERGRIEZRAHE EXFHBRAANE
Significant
Financial assets/ Fair value Valuation techniques unobservahle
financial liabilities Fair value as at hierarchy and key input(s) inputs
ZE-n0F ZE-)\%
ABZtH TZA=t-H
30.6.2019 31122018
(REZH) (#2%)
(Unaudited) (Audited)
ERABIHAERZENE RCommon Good #Common Good £=4 fEsBx Fhcommon Good  BMGERHALELRES
LEREE (Cayman) Holdings  (Cayman) Holdings (Cayman) Holdings Limitedf) ~ SREEH « 5 (5 -
—&AE Mﬁmwf‘é Limited:23.29% Limited23.29% LTEGHZANLE BN BIEEZ
LERBER EEIR BHIE REMMEZZEMARE
—11,719,00087% ;  — 11,750,000/ T : GE
R k
Financial assets at FVTOCI 3.29% equity 3.29% equity Level 3 Fair value derived from market ~ The considerations may
— unquoted equity instruments in instruments in value of the shares of Common  vary significantly due
instruments at FVTOCI Common Good Common Good Good (Cayman) Holdings to difference in timing,
(Cayman) Holdings (Cayman) Holdings Limited in recent transactions. ~ condition of sales and terms
Limited Limited of agreements, size and
— HK$11,719,000; — HK$11,750,000; nature of similar business
and and to derive the estimated fair
value.
RPITRERRAY RRITHEERE 228 ERRERRERNE UES HRE BAREAZMET
HERARZ3B%E HBRERLEL BREEHERE ERELE  HHATIRN(ZE-N\E
#I8 333%Em T & ARREBENG 2 5RE - TZA=T-R:7.78%)
—& -k BREAE ARERE
RZ M4 -
3.33% equity 3.33% equity Level 3 Discounted cash flow method ~ Discount rate taking into
instruments in instruments in was used to capture the account of weighted average
MnHEER4L MITHEERSER present value of the expected  cost of capital of 7.78% (31
NEERAT RERAH future economic benefits to b December 2018: 7.78%).
— Nil —Nil derived from the ownership of ~ The higher the discount rate,
these investments. the lower the fair value and
vice versa.
RARAREEFRR  NEHALGEAE The directors of the Company consider that the carrying

BRE NIZ B HR AR IR 2 Bl
TREERERABABEZRASE
HENREHEE -

amounts of other financial assets and financial liabilities
recorded at amortised cost in the condensed consolidated
financial statements approximate their fair values.
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HE—T—

23. BB AR5

(@)

(@]

HA » AN £ B 2 14 480,000
BT EE-_Z—N\EXA
=+ HI1E/<1EA : 480,000
ﬁém)zmi%,mﬂxéﬁ
RARERZED AR
ZEFEEE EJZ?EEH’\\/%FE
BEERERZ -REBEEZZ
—N\EXXA=Z+HIENE
A+ N & [# & 14300,000%
ﬁZa’*ﬂ@%%%&ﬁﬁﬁE@
Al((Z8#])  XARIZE
EETHEERZRFRIE
BHEm(ZE—NF - &) -

HR o REBUEIEERE
ZHSERAAZHASRME
B & F 246,000 7T (& =
ZE-N\FEANA=THLAR
& A : 255,000 7t) & R 7%
& AU A 27,000 7T (B &
—E-NFENA=ZFTHLEAR
@A :27,0007L) * %
REEBAARESTHEE
ZABERE R -

HAA - N5 B ) A 5 B B
N A & A 202,035,000
/%TE(%Z;-:_? /\i/\
=t+BHIt~EAR:E)Z2E
m XA A& B 2 B A B i
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23. Related Party Transactions

(a)

During the period, the Group paid rent of
HK$480,000 (six months ended 30 June 2018:
HK$480,000) to Goldex Investments Limited
(“Goldex"”) in which Mr. Ip Chi Shing, a director
of the Company, has controlling interest over
Goldex. During the six months ended 30 June 2018,
the Group paid rent of HK$300,000 to Galsheer
Investments Limited (“Galsheer”) in which Mr. Yip
Tsz Hin, a director of the Company, had controlling
interest over Galsheer (2019: nil).

During the period, the Group received rent and
license fee of HK$246,000 (six months ended 30
June 2018: HK$255,000) and service fee income
of HK$27,000 (six months ended 30 June 2018:
HK$27,000) from Ip Chi Shing Charitable Foundation
Limited in which Mr. Ip Chi Shing, director of the
Company, had controlling interest over it.

During the period, the Group sells goods to
associates of the Group amounting to HK$2,035,000
(six months ended 30 June 2018: nil) and purchases
goods from associates of the Group amounting to
HK$1,015,000 (six months ended 30 June 2018: nil).
During the period, the Group received interest of
HK$454,000 (six months ended 30 June 2018: nil)
from an associate.

The key management personnel are the directors of
the Company and the management executives of the
Company. During the period, the remuneration of
the key management personnel was HK$13,892,000
(six months ended 30 June 2018: HK$14,866,000).
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