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Profit attributable to owners
of the Company

212,907,000
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Revenue

10,464,834,000
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*Measured by net bank borrowings as a percentage of equity attributable to owners of the Company
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For the year ended 31 December 2019 (audited)
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Mr. Ip Chi Shing

| am pleased to present to all shareholders (“Shareholders”)
of Yip’s Chemical Holdings Limited (the “Company”) and its
subsidiaries (collectively “Yip’s Chemical” or the “Group”) the
annual results of the Group for the year 2019 (“year under
review”). In the year under review, the products manufactured
and sold by the Group saw a decline in unit selling prices due
to cost reduction. As the Group sustained success in improving
customer quality, sales revenue for the whole year was HK$10.46
billion while sales volume was 1.38 million metric tons, down
15.5% and 1% respectively from the preceding year. Yet,
for profit attributable to owners of the Company, the Group
managed to achieve rather encouraging results by recording
HK$273 million, representing a significant jump of 47.7% from
that in the preceding year. Even after a special one-off gain
from the sale of a property in Shanghai was discounted, there
was still a sharp year-on-year increase in core profitability. The
main reason for this was that the performance of all four core
business segments of the Group had, to one extent or another,
been consolidated materially and improved considerably, so that
all the business segments that recorded a loss in the preceding
year had turned around and become profitable (please refer to
the CEOQO’s Report for details). The Group also has fairly good
financial performance to report. Over the years, the Group has
always upheld the principles of prudent financial management
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Chairman’s Statement — Review and Outlook

and steady development. In the face of the unfavourable
operating environment in the year under review, the Group's
credit monitoring measures had been further tightened. With all
core business segments achieving expected optimisation in their
capital utilisation, the Group’s overall gearing ratio at year-end
was reduced to 33% as compared with 46% in the preceding
year. Upon summing up various assessments and giving due
consideration to the long-held policy of actively rewarding
Shareholders, the Company’s Board of Directors (the “Board”)
recommended to pay a final dividend of HK13 cents per share to
all Shareholders. This payout represents an increase of HK3 cents
from the HK10 cents per share in the preceding year. Together
with the interim dividend already paid out, total dividend for the
full year under review is HK20 cents per share or an increase of
HK4 cents from the HK16 cents per share for the preceding year.

Review

From a macro perspective, there is no doubt that the overall
operating environment in the year under review was extremely
harsh and challenging. First, there were incessant trade conflicts
among various countries and regions caused by the rekindling of
unilateralism and trade protectionism; there were ever-growing
geopolitical shocks; and there was a slowdown of China’s
economic growth. All of these hurt the global economy to the
extent that global economic sentiment was at all-time low.
Second, throughout the year, China’s economic performance,
which is vitally associated with the Group’s businesses, had been
deeply unsettled because of the spiralling up and flip-flopping
of Sino-US trade tensions. What was more, money supply in the
mainland market had been extremely tight, and the majority of
corporations had little appetite to invest, leading eventually to
an increasing downturn pressure on the mainland’s economic
growth. But from a micro perspective, the Renminbi exchange
rate had been relatively stable — fluctuating only within a narrow
range. Most important of all, as a result of supply-demand
imbalance, the prices of various types of raw materials had been
trending downward within the year, creating a very favourable
condition in the course of the Group’s business optimisation.
As the Group’s management teams at various levels were all
determined and had the same goals of controlling costs, raising
customer quality and revitalising the Group's assets, the results of
their efforts appeared gradually. So we can conclude that, under
the exceedingly difficult situation, it is highly commendable and
encouraging that the Group’s business performance as a whole
could gain a small step forward.

2019 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED
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Outlook

It is foreseeable that the global economic environment this
year will continue to be affected by proliferating unilateralism
and trade protectionism. In the course of global economic
integration, no one country can come out unscathed. In the
short-to-medium term, there is little room of optimism about
the prospect of global economic recovery. It is highly likely that
the three situations described hereinafter that will affect the
Group's businesses in the coming year will turn up. First, the
various uncertainties surrounding the Sino-US trade conflict will
continue to pose a downward pressure on the Chinese domestic
economy despite the signing of a phase-one agreement by
the two countries in January because the US government has
already regarded China as its strategic competitor. So, in the
days to come, it is expected that the US government will carry
out multiple bouts of suppression through umpteen measures.
In other words, the discord between the two countries is not
expected to be reconciled easily in the short term. Second, the
precipitous geopolitical escalation in the Middle East and the
failure to reach consensus on the production volume of crude
oil among nations will result in volatility in the supply and
fluctuations in prices of certain chemical raw materials. Third, the
outbreak of Coronavirus Disease 2019 (“COVID-19") that began
early this year remains uncontrolled and has spread globally.
Currently, it is still hard to predict how the pandemic will evolve,
but as governments across countries make it their top priority
to contain and eliminate the pandemic and adopt a series of
administrative measures to deal with the situation, negative
impacts on economic activities will be a certainty. The Group
will do its best to collaborate in these efforts in the hope that all
employees will stay safe and survive the crisis.
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Chairman’s Statement — Review and Outlook

Facing year 2020 that is riddled with uncertainties, the Group
strongly believes that challenges and opportunities co-exist
and it will properly perform its allotted duties at all times. We
will continue to entrench the achievements of business quality
optimisation from year 2019 so that the foundation of all core
business segments will be further reinforced to take on larger
market shares. Particularly, attention will be paid to acting in
complement with the national policy of maintaining steady
economic growth by stimulating domestic consumption through
changes in consumption patterns. We will, therefore, redouble
our efforts in putting more resources into the two largest
consumer sectors of housing and automobiles. It is expected
that the benefits so obtained will be much more evident than
year 2019. Additionally, we will allocate more resources and
capital in expanding into new related businesses through
equity market operations. Both of these strategies will move
towards environmentally friendly, end-user oriented and service
oriented so that the Group’s businesses will be more diversified
and on track to develop in healthier and grander scales. The
Group has also noticed that its value has been underestimated
by the market in recent years. To maximise the value of our
Shareholders’ investment, the Group will launch studies within
this year to explore ways to ensure that its value will gradually
be reasonably reflected.

On behalf of the Board, | would like to take this opportunity
to convey our sincere gratitude to all of our employees for
their efforts and contributions, to all our stakeholders for
their unfailing support and advice, and to the Board and
senior leadership team (“SLT”) for their leadership, courageous
innovation and sincere cooperation.

Ip Chi Shing
Chairman

30 March 2020
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Mr. Yip Tsz Hin

Key aspects of the Group’s performance for the year ended 31
December 2019 include:

1. Total sales revenue was nearly HK$10.5 billion, down by
15.5% from the corresponding period in the preceding
year. This was mainly due to a fall in the average selling
price of solvents and a slight decline of 1% year-on-year
in the Group’s total product sales tonnage;

2. The performance of all four key business segments
exceeded internal expectations and recorded profit — an
all-round bumper year rarely seen in recent years (please
refer to the analyses of individual business segments
detailed below);

3. Total operating profit from the four key business segments
was about HK$430 million, up about HK$96 million year-
on-year,

4. With the transaction of the Qingpu property in Shanghai
successfully completed, operating profit of the properties
segment this year reached HK$140 million, which was
close to that of the preceding year;




. AL RE LBDEFESE
% R FE 4B ) E2.73(B 8 T
A F R AREE K48,8008
VT 47T % B E 4 A R iE
261% L X FREEEE
HIAEES B

N, BEREREBRNENE  DESF
CRBEEEEDRFRAZ6ISE
B BREELERET K
33% * LT BE13ME B &

W m

B 3

t. AFELERHAER HE
EHEEMTY® EMNXLFA
ERTEE - AFEKE LTI
REBELERBETRES -

SEREEEDROBEREZNT

B
ZE-NFERBEGSHEENERK
HEEBARLTE  UREEES
FREENT%  MEHESBEZTE
1% %13% o B AR ARFER T EEE -
EHOBEF248M - KHBEE
FHRFE -

¥ FHXEHERFEEKR KR
ITRMHERARLE - BE T8
BEEF BETEFBNEE F
FRERNEL28E BT - R T
#20% o

BE_Z-hLEHNRELCE BHM
HEETE EMNEEITE "
RAKRKEBLEA FTEBEAERERRK
MAEERE PINMER - EEMEN
MIEIRIE R %EILEE DRXRABE
REREIMEBRAIRE HE
LEREE (ER) AL INL5,0008
BT e

ITRAERRE
Report of the Chief Executive Officer

5. Combining the above factors, profit attributable to owners
of the Company for the year under review was HK$273
million or a growth of about HK$88 million or 47.7% from
the corresponding period in the preceding year. Net profit
margin of the Group was 2.61%, which was a growth of
almost 1.1 percentage points year-on-year;

6. As the use of capital continued to improve markedly, there
was a net inflow of HK$618 million in working capital,
bringing down the gearing ratio significantly to 33%,
which was a drop of 13 percentage points year-on-year;

7. The business operation this year can be summed up as
follows: a slight decline in sales revenue, a rise in gross
profit margin, a drop in expenses, a sharp rise in net profit
margin and a precipitous drop in gearing ratio, etc.

The review and outlook of the Group’s five business segments
are as follows:

Solvents

In 2019, sales tonnage recorded 1.12 million metric tons, which
together with the average selling price of solvents declining on
a year-on-year basis, led to a significant drop in sales revenue
of 17%. The decrease in sales tonnage and average selling price
was respectively 1% and 13% year-on-year. Export remained
buoyant, and the export volume for the whole year was 234,000
metric tons, a level comparable to the preceding year.

In the first half of 2019, as the effect of the Sino-US trade war
multiplied, the prices of chemical raw materials fell significantly
and solvents could not stay untouched. Though the solvents
division made every effort to catch up in the second half of
2019, operating profit for the full year decreased almost 20%
year-on-year to about HK$280 million.

The business was fraught with difficulties in the year 2019 as
gross profit margin fell following a decrease in raw material
prices. Production costs rose sharply as a result of the Group's
efforts to meet more environmentally friendly production
standards. For example, the coal boilers in our Eastern China
and Southern China plants had been successively phased out
and replaced respectively by piped steam from the industrial
park network and natural gas boilers. Thus, production cost (for
steam) increased by about HK$50 million.

2019 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED
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In anticipation of the difficulties and as precaution measures, the
management team had adopted a two-pronged approach. The
first is to set up a marketing department to oversee sales and
supply chain management while garnering market intelligence
so as to identify opportunities for raising prices. The second was
to obtain breakthroughs in technology, and this had resulted in
energy and efficiency savings worth about HK$32 million.

The new production line in the Taixing plant in Eastern China
was successfully put into operation in the third quarter during
the year. With a total capacity of over one million metric tons,
the Taixing plant is now the world’s largest plant of acetates.

Looking into 2020, we will focus on the following key areas:

1. Take safety as the first priority of the Group. This concept
has to be put into practice from top-down to raise safety
consciousness comprehensively;

2. Further engage the marketing department in maintaining
the market price of our products. Entrench operating
strategies in optimising users and suppliers to raise
operating quality continuously;

3. Proceed with the Southern China production base project.
The site for this production base is an industrial park
in Gaolan Port, Zhuhai. Apart from port facilities, the
industrial park has a full complement of chemical facilities,
a supply of steam at competitive prices, etc. Management
aims at completing all necessary negotiations as well as
related procedures in project registration and approval in
the first half of 2020.

Coatings

In 2019, management of the coatings business implemented a
number of performance-improving reforms. In the area of sales,
resources and efforts were directed to enhance overall sales
quality. While the number of customers which had generated
relatively lower profitability in the past was being pared down,
substantive efforts were devoted into cultivating new and large
customers. Initial success of this strategy is now evident. In the
area of cost control, we managed to reduce cost in procuring from
the volatile raw material market by facilitating inter-departmental
information sharing. Simultaneously, we reduced operating
expenses through the integration of supply chains. Consequently,
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ITRAERRE
Report of the Chief Executive Officer

though sales revenue slipped 12% in the year under review to
HK$1.6 billion, gross profit margin was up 5 percentage points
which, together with expense savings, had resulted in a sharp
increase in operating profit from a HK$6.5 million loss in the
preceding year to a HK$56.6 million profit this year.

In 2020, management will continue to capitalise on the core
competitiveness of the industrial coatings business in technology
and manufacturing to bolster profitability in this business
line. Meanwhile, it will focus on promoting the long-term
development of the architectural coatings business by investing
more resources to enhance brand influence, improve customer
structure and expand sales channels.

Inks

In the year under review, in setting quality sales as its top
priority, the inks business carried out systematic improvements in
its customer structure and product lines. Though sales revenue
was down 9% in the year under review, gross profit margin rose
sharply by 4 percentage points. Operating expenses were greatly
squeezed down in the year under review, particularly by running
two plants instead of three. Consequently, a reduction of about
HK$26 million in various expenses was achieved, leading to a
sharp increase in operating profit to close to HK$94 million or a
growth of close to 1.4 times year-on-year.

Key areas of work in the new financial year include: continuing to
expand quality sales, develop environmentally friendly products
and trim operating expenses. Since more and more customers are
now transferring their plants to Southeast Asia, we are going to
set up a special department to develop new markets in that region.

Lubricants

In the year under review, management of the lubricants business
focused their attention on automotive lubricants and, by
cooperating closely with distributors in existing sales channels,
the proportion of medium-to-high end products sold was raised.
Meanwhile, management managed to reduce procurement costs
for base oil and other raw materials in times of price fluctuations.
Lastly, by supporting substantial reorganization of the lubricants
department, efficiency was raised while expenses were reduced.
Therefore, though sales revenue fell 25% to close to HK$204
million in the year under review, gross profit margin increased
markedly by 6 percentage points. With a drop in operating
expenses, operating profit reached HK$6.4 million in the year
under review from a HK$38.7 million loss in the preceding year,
turning around the loss-making situation of many years.
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In 2020, management will continue to carry out channel
penetration and open up undeveloped markets so as to expand
the automotive lubricant distributorship network in different
locations. Meanwhile, the supply chain system will be further
automated to raise efficiency and reduce inventory level. The
objective is to ensure that the lubricants business can further
develop steadily and healthily from its foundation in 2019.

Properties

Revenue from the properties segment rose 28% to HK$14 million
during the year under review. The increase in rental revenue
was propelled by the successive letting of the Group’s R&D
Centre in Zhangjiang, Shanghai to two tenants during the year,
and the increase in rents of the former headquarters building
in Fanling early in the year. Other income stemmed mainly from
the successful completion of the sale of the Qingpu property in
Shanghai that generated a gain before tax of HK$156 million, a
level comparable to the increase in the fair value of properties
combined with the earnings from the sale of a Huizhou plant site
in the preceding year. Overall, operating profit of the properties
segment was up 1% year-on-year to HK$140 million.

New Business — Car Maintenance
Operation of Damai

While striving to become more environmentally-friendly, end-
user oriented and service-oriented, the Group is actively pursuing
"household” and "automobile” related business opportunities.
Since investing strategically in Damai, a car maintenance chain in
China in 2018, the Group has generated desirable synergies with
Damai’s founding team in capturing pre-emptive opportunities
in the car maintenance market. In 2019, Damai boasted an
additional 29 shops, reaching a total of 85 in its nationwide
network that covers Shandong, Guangdong, Jiangsu, Hunan and
Hebei, serving close to 200,000 cars.

In the first quarter of 2020, the Group further invested RMB22
million in Damai, increasing its shareholding in Damai to 61%
and becoming its largest single controlling shareholder. The
Group has full confidence in Damai’s founding team and will
continue to support the team in expanding shop network with
the aim of providing professional, quick and value-for-money car
maintenance experience to the huge number of car owners in
China.
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Report of the Chief Executive Officer

Outlook

Major focus areas of the current year include:

1. Solvents: aiming at generating steady profit; striving to
begin the construction of the new plant in Southern China;
sustaining improvements through better technologies.

2. Coatings and Inks: expanding sales and maintaining a
desirable gross profit margin; controlling and compressing
operating expenses; redoubling marketing efforts to
maximize branding effects.

3. Car maintenance operation of Damai is our first venture
into new business. We will invest more resources to open
more shops to speed up economies of scale of Damai.

Having undergone three years of business consolidation, the
Group’s performance finally turned the corner in 2019 and
achieved or even surpassed the effect of consolidation we had
expected. Management has the confidence that, building on
such a good foundation, we can further take advantage of the
most of our economies of scale, brands and R&D to bring a
better return on capital for the Group and our Shareholders.

Apart from an undivided focus on business development, Yip's
Chemical also cares for the community at all times. In early 2020,
with COVID-19 raging through multiple countries, the Group
promptly came to grips with the needs of the community and
leveraged its raw material advantages to rapidly deliver much
sought-after supplies to various places to support efforts in
combating the virus. Through the Group’s solvents, coatings and
inks subsidiaries, it donated more than 230 tonnes of alcohol
for antiseptic use to provincial and municipal governments, the
Chinese Culture Promotion Society, the Red Cross and a number
of hospitals, benefiting provinces and municipalities including
Guangdong, Jiangsu, Zhejiang, Beijing and Shanghai. It is our
belief that, as long as we are all united, we would get through
this health crisis smoothly.

Yip Tsz Hin
Chief Executive Officer

30 March 2020
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Group’s Major Properties
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The Group owns a portfolio of properties which are under use or leased out; others are held for lease or sales.
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Business Profiles — Solvents
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Solvents form the largest part of the Group’s core businesses
and the Group is the world’s largest acetate solvents producer.
A major turn of event took place in 1993 when Handsome
Chemical Development Limited, a subsidiary within the Group,
set sight on the opportunities made available from the reform
and liberalization in China and formed a joint venture with
Jiangmen Qisheng Chemical Development Company Limited. By
capitalizing on the advantages of a sino-foreign joint venture
and by complementing each other, the two partners were able
to achieve over 20 years of dazzling performance.

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

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

Facing China’s huge market demand, we grasp full advantage
of the opportunity not only by expanding its acetate solvents
capacity to ensure its competitive edge in the industry, but also

by developing new related products that offer synergic effects in
order to expand our product portfolio.
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Business Profiles — Coatings

The Bauhinia Coatings Group (the “coatings group”) officially
commenced operation in 2015 and its business scope covers
architectural coatings, industrial coatings and resins in the
mainland. Yip's Chemical acquired coatings brands, namely
“Camel”, "Aquapro” and "VIVA" in early 2018, and their
respective architectural and industrial coatings businesses in
Mainland China, Hong Kong and Macau and are now managed
by the coatings group.

Architectural Coatings

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

With the growing environmental awareness and health
consciousness of consumers, the coatings group has stayed
innovative in order to provide consumers with a safe, healthy
and refreshing home environment. It has rolled out a number
of new eco-friendly products and developed a range of
advanced environmental technologies. The coatings group has
set up a production base in Jinshan Fine Chemical Industrial
Park in Shanghai. This production base can produce coatings,
complementary solvents and auxiliary products.
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Business Profiles — Coatings
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Industrial Coatings

Industrial coatings consist of a range of products, including
coatings for furniture and plastic, as well as anti-corrosive
coatings. The industrial paints of the coatings group have been
maintaining rapid growth over the years. Its superb product
quality and professional services have succeeded in eliciting
a high degree of trust from new and old customers alike.
The industrial coatings laboratory of the coatings group is an
accredited laboratory recognised by China National Accreditation
Service for Conformity Assessment (“CNAS”), which can offer
corresponding testing services based on customer’s requests.
This not only provides solid guarantee on product quality, but
also substantially expands the room for cooperation between the
coatings group and the end-users or using entities of a host of
international brands.

Resins

The coatings group produces resins, which will be vertically
integrated with finished coating products so as to offer more
competitive raw materials while further raising product quality.
Its products range from acrylic resins, water-based resins and
alkyd resins, to polyester resins and polyurethane curing agents.
It can also develop resins to meet the specific needs of the
customers.

Camel Paints

Camel was founded in Hong Kong in 1932. It is a well known
brand and its products can be found in Hong Kong, Macau and
Mainland China. For over 80 years, Camel has been providing the
Hong Kong and Southern China markets with quality coatings.
Its extensive product lines encompass household coatings,
architectural coatings and industrial coatings.

The Group believes that the acquisition of Camel and other
brands would help strengthen its market position in Southern
China, and will create synergy effect with the current businesses
of the coatings group on areas such as manufacturing,
technology, distribution and marketing, building a solid
foundation for the development into the Guangdong-Hong
Kong-Macau Greater Bay Area in the future.
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Business Profiles — Inks

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

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

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

In recent years, the lubricants business has engaged mainly in
re-building and repositioning the Hercules brand. Its objective is
to secure a solid footing in the automotive aftermarket through
strategies such as upgrading products, streamlining channels and
empowering end-user stores. Concurrently, with the upgrading
of domestic demand, investment in the R&D of industrial
specialty lubricant technologies has been stepped up with the
view of achieving greater breakthroughs in specialty greases
and metal processing oils (liquids) for the medium to high-end
markets.
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Chain Store Network of Damai
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(As at 31 December 2019)
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Shandong
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» 18 self-operated stores
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Car Maintenance Operation of Damai

The Group started to invest strategically in Damai since 2018
to capture pre-emptive opportunities in the car service market.
The Group further increased its shareholding in the chain brand
to 61% in the beginning of 2020, becoming the largest single
controlling shareholder of Damai. The Group will support Damai’s
development of car maintenance chain outlets business in China,
providing quick and standardized oil-changing service to car
owners. The rationale for this new venture is to actively explore
new ways in moving towards service and end-user oriented by
the Group through a complete overhaul of the industry chain.

c TREZRE
S Ak » 7 self-operated stores
Hebei
- T XEER

+ 1 self-operated store

c SRMBE
» 8 franchise stores

« 25 RKMEJE
« 25 franchise stores
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» 8 self-operated stores

BR

Guangdong

c BREEE
» 18 self-operated stores
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Five Year Financial Summary
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For the year ended 31 December

—E-NFE —Z-\F T+t ZT-RF ZT—IfF
2019 2018 2017 2016 2015
TEL TEL TET FET FTEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EF Results
EE® Revenue 10,464,834 12,388,283 10,280,001 8,555,646 8,584,225
HES(TH) Sales volume ('000 metric tons) 1,379 1,388 1,277 1,191 1,015
B A% A Profit before taxation 480,895 412,314 390,955 391,912 162,034
IR Taxation (143,821)  (157,849) (136,269)  (148,744) (74,643)
KERLF Profit for the year 337,074 254,465 254,686 243,168 87,391
iRyl Attributable to
ARRRR Owners of the Company 272,907 184,805 170,560 169,343 47,847
FERER Non-controlling interests 64,167 69,660 84,126 73,825 39,544
337,074 254,465 254,686 243,168 87,391
SREHN Per share data
FREFNGEIL) Earnings per share (HK cents)
— &K —Basic 48.4 328 30.2 30.0 8.5
— B — Diluted 48.4 328 30.2 30.0 8.5
SRR SGEI) Dividend per share (HK cents)* 20.0 16.0 15.0 15.0 145

* ZE-REZERRABERHREERASEN

* Dividend per share in 2015 included special dividend HK4.5

cents per share.

B R b & Financial ratios
THBEEDRE Return on average total assets 3.4% 2.3% 2.2% 2.3% 0.6%
THRFEESERE  Return on average
shareholders’ funds 9.4% 6.4% 6.2% 6.6% 1.7%
W+=A=+-8
As at 31 December
“E-fE ZE-N\F ZE-tF ZT-RF ZIT-1fF
2019 2018 2017 2016 2015
TEx TET TEL THEL TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EERER Assets and Liabilities
BE®A Total assets 7,752,659 8,320,710 8,068,146 7,137,356 7,439,067
BRAE Total liabilities (4,190,462) (4,886,284)  (4,516,968)  (4,132,368)  (4,394,868)
3,562,197 3,434,426 3,551,178 3,004,988 3,044,199
ADNERREMEEZ  Equity attributable to owners
of the Company 2,941,479 2,836,726 2,978,917 2,529,249 2,594,459
R E = Non-controlling interests 620,718 597,700 572,261 475,739 449,740
3,562,197 3,434,426 3,551,178 3,004,988 3,044,199
FRITEEHRE Net bank borrowings to
BEeix shareholders’ funds 33% 46% 51% 50% 54%
28 ERCIEBERAT — T NFEFER
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Five Year Financial Summary
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Revenue w«sooo Profit attributable to owners of
BE+TZA=1+—HILFE For the year ended 31 December th e cOm pa ny (HK$"000)
BE+TZA=1+—HILFE For the year ended 31 December
14,000,000 300,000
12,388,283 272,907
12,000,000 250,000 '
10,280,001 10,464,834
10,000,000 - ‘ - 500,000
8,584,225 8, 555 646 3
8000000 r 169,343 170,560 1$805
150,000 ' ’
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Dividend per share wixcents Earnings per share wxcents
HE+=ZA=+—HBLFE For the year ended 31 December HE+=ZA=+—HB1FE For the year ended 31 December
30 50 48.4
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Equity attributable to owners of
the Company («sooo

M+ ZHA=+—H As at 31 December
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Analysis of Turnover and

Segment Results for the Past Five Years

=E X Revenue
BE+-A=t-HBLEE
For the year ended 31 December

“E-hAE ZT-)N\& T+t ZT-RF ZT-8F

2019 2018 2017 2016 2015

TERT TERT TERT TER TAER

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

A Solvents 7,403,491 8,947,624 7,046,878 5,225,315 5,006,792

28 Coatings 1,610,221 1,826,230 1,649,626 1,696,080 1,890,989

ik Inks 1,343,686 1,474,743 1,409,738 1,431,869 1,492,634

BB Lubricants 203,682 270,569 293,227 327,957 348,388

EIC RS Properties (Note) 14,195 11,048 = NA NA

XHEH Elimination (110,441)  (141,931)  (119,468) (125575  (154,578)

B Total 10,464,834 12,388,283 10,280,001 8,555,646 8,584,225
it RBEE_ZT—-N\F+A=+—H Note: During the year ended 31 December 2018, in view of the

LEE - ERYELIPELECEE
HRIE AEECEITARIEE
BREFERRAZzDEEB KEE
MAF A E-1% -

B aunn
Revenue kswition)

#HZE=+=-HA=+—HB 1% For the year ended 31 December
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5,000

2015 2016

ERCIKEERAT —T-NFEFR

continuing significance of the operation of the properties
segment, the Group revised the organisation of segments that
are used to allocate resources and assess performance, and
considered to include a new segment, namely properties.
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EXERIBRBZAF DN
Analysis of Turnover and
Segment Results for the Past Five Years

DEHEE Segment Results

BET-A=+-ALEE
For the year ended 31 December
“E-hE TN\ ZE—tF ZE-RF ZT-hf
2019 2018 2017 2016 2015
TERT TET TERT FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

B Solvents 277,904 344,689 393,338 339,892 135,596

ZH Coatings 56,574 (6,497) 8,291 26,666 60,922

i Inks 93,824 39,569 54,984 100,380 68,857

pesbicp Lubricants 6,441 (38,660) (8,405) 1,677 (25,519)

EI RS Properties (Note) 140,272 138,697 39,641 NA NA

R HEH Elimination 31 278 (197) (99) 353

B Total 575,046 478,076 487,652 468,516 240,209

Mit: RBEE_ZT-NF+=A=+—H Note: During the year ended 31 December 2018, in view of the
IEFE ERMEIFELECEE continuing significance of the operation of the properties
MHRE  XEBREITRARIEER segment, the Group revised the organisation of segments that
BRABRR 2 DEEE  KERE are used to allocate resources and assess performance, and
MAFT D -2 - considered to include a new segment, namely properties.

~ e e g
i) ;‘;E % %ﬁ (BEBT)

Segment Results wkswition

#HZE=+=HA=+—B 15 E For the year ended 31 December
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Liquidity and Financial Resources

RZFE—hF+ZA=+—H &H
HEBELEUAUFRITEEGEARARA
REELEER RFTEERE)R33% (=
E-NEFE+-A=+—H:46%) K
RREB3EESH FEHREE L
BEREBNRBEEEAF R KEE
LEASHEBERNSGSNRE -

ANRBEZER -_FTE—NFRAELZERAR+
EESERBEMPES  2FARE
ERTHIO%  EERFEEME R
GNEE BB - 75 SORR A R [E R B
HEBXBE 2 YE Bt LEFH
B2RMEMBRECAKTNELEE -
mAeE—TREINERR £SENTE
PEB A A R BAR B 5 =1 B R EE R
B -ESEZEBRTHREENA L
FEHRmMAERLD  mMEEFSIERH
EBeEEELBRATHBERANRK
BRz2EREDARDRESH WA
BB & E WOFF B X HA50,719,000
770 (=Z — )\ : 56,104,000/ JT) °

KeEBMES 2R SRE T ®E B
A & & 8% 15 0F 3R € it A618,414,000
B ZZE-—NEF:FHER®A
741,234,000 JT) * B A F L EF
BERARLDEZER B EAFENMNER
B EBRARIEREELA NKRES
JE UK BR 3R R B U R Bl BN R E R R
RRMAEHIENTEEE FHRERA
LEFRD -

EREIEBEERRA —T—NFEFH

As at 31 December 2019, the Group’s gearing ratio (measured
by net bank borrowings as a percentage of equity attributable
to owners of the Company) was 33% (31 December 2018: 46%).
The significant improvement of 13 percentage points in gearing
ratio was mainly attributable to the receipt of sales proceeds
of Qingpu property in Shanghai during the year as well as the
continuous improvement in working capital.

The RMB exchange rate has continued to fluctuate throughout
2019 due to the ongoing Sino-US trade conflict and recorded a
depreciation of 1.9%. The Group remained prudent in managing
foreign exchange risks so as to minimise the impact of RMB
fluctuation on its business results. As a result, a majority of the
Qingpu sales proceeds after tax was remitted back to Hong
Kong. To further reduce its foreign exchange exposure, the
Group also arranged to repatriate funds from Mainland China in
the form of declaring dividends. Bank borrowings in Hong Kong
were thus substantially reduced. Surplus funds were also from
time to time placed on principal-protected or low-risk deposits
in Hong Kong and Mainland China for earning higher interest
income. The net interest expenses during the year under review
were HK$50,719,000 (2018: HK$56,104,000).

As for operating cash flow, the Group recorded a net cash inflow
of HK$618,414,000 (2018: net cash inflow of HK$741,234,000).
The slight decrease in operating cash inflow compared with the
preceding year was mainly attributable to a decrease in creditors
and accrued charges as well as an increase in inventories, after
setting off the combined effect of increased receipts of trade
and bills receivables and other receivables.
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REBESRUBEER

Liquidity and Financial Resources

As at 31 December 2019, gross bank borrowings of the
Group amounted to HK$1,979,400,000 (31 December
2018: HK$2,640,377,000). After the deduction of short-
term bank deposits, bank balances and cash amounted to
HK$1,009,542,000 (31 December 2018: HK$1,335,154,000), net
bank borrowings amounted to HK$969,858,000 (31 December
2018: HK$1,305,223,000). Of the gross bank borrowings,
HK$805,700,000 (31 December 2018: HK$1,320,977,000) were
short-term loans repayable within one year. Such loans were
all denominated in Hong Kong Dollars (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$1,173,700,000 (31 December 2018: HK$1,319,400,000),
and they were 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$270,831,000 in Hong Kong
Dollars, HK$623,555,000 in RMB, HK$114,963,000 in US
Dollars and HK$193,000 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).
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Liquidity and Financial Resources
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To refinance the previous mid-to-long-term loans due for
repayment, the Group obtained bilateral long-term (three
to five years) loans of HK$480,000,000 in 2019. As at 31
December 2019, mid-to-long-term loans (including portions
repayable within one year of HK$625,700,000) accounted for
91% of the total bank loans of the Group. Among the mid-to-
long-term loans, the Group obtained a four-year green loan
of HK$250,000,000 at preferential interest rate to fund the
construction of environmental-friendly facilities at our plants.
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, in
order to hedge against the risk of such fluctuations. As at 31
December 2019, the Group’s loans under fixed rate arrangement
made up 37% and 40% of its total and non-current bank
borrowings respectively.

As at 31 December 2019, a total of 21 banks in Hong Kong
and Mainland China granted banking facilities totalling
HK$5,967,771,000 to the Group, providing the Group with
sufficient funds to meet present working capital and expansion
requirements. Of these banking facilities, 61%, 37% and 2%
were denominated in Hong Kong Dollars, RMB and US Dollars
respectively. As at 31 December 2019, the Group’s RMB revolving
loan facilities totalled at RMB630,000,000 (31 December 2018:
RMB690,000,000). The Group currently has sufficient RMB loan
portfolio to address exposure to potential RMB exchange rate
fluctuation and impact from interest rate rises in Hong Kong.
The Group has also set up cross-border RMB cash pools 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.
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The Asset

2019 Environmental, Social and Corporate Governance
Awards — Gold Award
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The Hong Kong Council of Social Service
10 Years Plus “Caring Company” Logo
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The Hong Kong Productivity Council
The 10* Hong Kong Outstanding Corporate
Citizenship Awards — Bronze (SME category)
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Federation of Hong Kong Industries
Industry Cares Recognition Scheme 2019 —
Outstanding Caring Award (SME Category) and
The Most Devoted Award (SME Category)
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Chinese Edition of Bloomberg Businessweek and
Deloitte

ESG Leading Enterprises 2019
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Alaya Consulting

Hong Kong ESG Reporting Awards 2019

Best ESG Report (Small Cap) — Commendation
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World Green Organisation

“Green Office” and “Eco-Healthy Workplace” Labels

{HR Asia)
2019 M Z BB ITERAF
HR Asia

Best Company to Work for in Asia 2019
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Mandatory Provident Fund

Good MPF Employer and MPF Support Award

RIANKE
Awards and Recognitions

FER A it
Mainland China

{Coatings World) 3 &
20196t R 2K b ¥ 55591

Coatings World

Ranked 59t among the International Coatings
Companies 2019

{Ink World) # &

20194F t 5 0m 2 b ¥ F 14/

Ink World

Ranked 14t among the International Ink Companies
2019
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The 9t Quality Model Media Awards 2019
2019 Customer Satisfaction Top Ten Brand Name

FEBALtIGERESE

2018 F F LA MBEERHERARIE—
China Chemistry Industrial Association —
Branch of Inks

Bauhinia Variegata Ink ranked 1stin sales volume and
revenue in 2018

TEREELERE
201917 ¥ BE m &

China Finance Summit Winter Forum
Leading Industry Brand 2019

HEEERE

20195 E1 & B E B m i 12

Social Responsibility Conference

Corporate Responsibility Honest Brand Award 2019

BB D &

2019F E Rz B AR K 2019F B & F b 82
China Charity Festival

Charity Motivation Award 2019 and

Responsible Brand Award 2019
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Corporate Sustainability
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The Group holds a half-year-long internal
environmental campaign, “Striving for Green” which
calls for staff in the Group’s headquarters to reduce
generating solid waste, food waste and waste paper,
and to promote the “Food Wise” concept in the
community while sending care to the elderly.
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In recent years, the Group has been earnestly implementing
environmentally friendly, end-user focused and service-
oriented strategies to realise the vision of “A Century of
Revered Leadership”. In particular, we reinforce our efforts in
achieving environmental friendliness in the areas of product
R&D, production processes and internal training to contribute to
preserving the earth’s precious resources.

The Group will soon issue its fourth Environmental, Social
and Governance (“ESG") Report for 2019 in accordance with
the Hong Kong Stock Exchange ESG Reporting Guide. This
standalone report will depict our management approaches and
measures in material issues related to our employees, supply
chains, customers, communities and the environment. The
process will facilitate the Group in monitoring and enhancing its
sustainability performance continuously.

The Group has always been connecting with the society. In early
2020, in light of the COVID-19 outbreak in multiple countries, we
actively undertook our corporate social responsibility. Through
our solvents, coatings and inks subsidiaries, we donated more
than 230 tonnes of antiseptic alcohol to organisations in areas
where we operate to help combat the pandemic.

SEEBAECEULEERME  EHAFERMH
G BBRTRAFRRBEBESERBE230M
XERERERE -

The Group is committed to undertaking its
corporate social responsibility by leveraging its raw
materials network to donate over 230 tonnes of
antiseptic alcohol through different subsidiaries to
help combat the COVID-19 pandemic.
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Human Resources

As of 31 December 2019, the Group has a total number of 2,965
employees, among which 77 of them are from Hong Kong while
the remaining 2,888 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 location 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. In addition to 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 providing 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 advance 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
and reward policy so as to ensure reasonable and competitive
compensation and benefits for its employees. These include basic
salary as well as results and individual performance-based bonus
to attract and retain talents.
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Directors’ and Management Executives’ Profiles
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Rrerkst
Mr. Yip Tsz Hin

Chairman and Non-executive Director

Mr. Ip Chi Shing, aged 72, is the Chairman and the Co-founder
of the Group and Mr. Ip was re-designated as the Chairman
of the Group and a Non-executive Director of the Company
in 2012. Mr. Ip focuses on leading the Board, formulating the
Group’s long-term development strategy and the planning
and inheritability of human resources of the Group. He is the
brother of Mr. Yip Tsz Hin, the Deputy Chairman of the Group,
the Chief Executive Officer of the Group, an Executive Director
of the Company as well as a member of SLT and the father of
Mr. Ip Kwan, the Deputy Chief Executive Officer of the Group,
an Executive Director of the Company and a member of SLT. In
2006, Mr. Ip established “Ip Chi Shing Charitable Foundation
Limited” with the current objectives of carrying out charity
activities in China and Hong Kong including fostering education
in China and providing care for the underprivileged groups in
Hong Kong and making contributions to society.

Executive Directors

Mr. Yip Tsz Hin, aged 61, joined the Group in 1977. Mr. Yip is
the Deputy Chairman of the Group, the Chief Executive Officer
of the Group, an Executive Director of the Company and a
member of SLT. Mr. Yip has over 40 years of experience in the
manufacture of and trading in petrochemical products. He is the
brother of Mr. Ip Chi Shing, the Chairman of the Group and a
Non-executive Director of the Company.
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Mr. Ip Kwan (Francis)
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Mr. Ho Sai Hou

Executive Directors (continved)

Mr. Ip Kwan (Francis), aged 37, joined the Group in 2007.
Mr. Ip is currently the Deputy Chief Executive Officer of the
Group, an Executive Director of the Company and a member of
SLT. He was previously the Chief Corporate Development Officer
of the Group, a Co-President of the Bauhinia Coatings Group,
the General Manager of the Bauhinia Coatings Group Limited
and an assistant to Director of the Group. He is the son of Mr.
Ip Chi Shing, the Chairman of the Group and a Non-executive
Director of the Company. He graduated from the London School
of Economics with a Bachelor's degree in Government and
Economics. Before joining the Group, he had worked in the
investment banking industry for three years.

Mr. Ho Sai Hou, aged 53, joined the Group in 2010.
Mr. Ho is the Chief Financial Officer of the Group, an Executive
Director of the Company, a member of SLT and the Company
Secretary of the Company. Mr. Ho obtained a Bachelor of
Social Sciences Degree in Accounting from The University of
Hong Kong and completed his EMBA with The China Europe
International Business School in 2007. Previously, Mr. Ho had
worked for several listed companies in Hong Kong as their chief
financial officer, executive director and company secretary.
He is a certified public accountant of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. He has over 20
years of experience in accounting, finance, taxation and company
secretarial work.
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BEEERE
Mr. Wong Kong Chi

Non-executive Director

Mr. Wong Yuk, aged 56, joined the Group in 2015.
Mr. Wong is currently a Non-executive Director of the Company.
Mr. Wong was previously a Co-Chief Executive Officer of the
Group, an Executive Director of the Company and a member
of SLT. Mr. Wong obtained a Bachelor of Science degree in
Mechanical Engineering from The University of Hong Kong and
completed a Master in Business Administration with The Chinese
University of Hong Kong in 1992. Before joining the Group, he
was the Managing Director — China Strategy and Investment
of Methanex, a global market leader in methanol. He had also
worked with Shell for over 26 years and was its General Manager
— Shell Specialities China/Hong Kong and China Local Senior
Downstream Representative. Mr. Wong has more than 30 years
of extensive experience in the petrochemical industry.

Independent Non-executive Directors

Mr. Wong Kong Chi, aged 62, has been an Independent Non-
executive Director of the Company since 1993. He is a fellow
member of the Association of Chartered Certified Accountants
and a certified public accountant of the Hong Kong Institute of
Certified Public Accountants. Mr. Wong retired in 1993 after
working in the merchant banking industry for over 10 years.
Mr. Wong does not hold any directorship in other listed
companies.
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Mr. Ho Pak Chuen, Patrick

Independent Non-executive Directors
(Continued)

Mr. Ku Yuen Fun, aged 68, has been an Independent Non-
executive Director of the Company since 2008. Mr. Ku graduated
from the Hong Kong Polytechnic (now known as the Hong Kong
Polytechnic University) and began his career at Shell Chemicals.
Mr. Ku has extensive managerial experience in the oil &
petrochemical industries in the Greater China region. He was
a Director of Shell Hong Kong Limited, a Board Director of
the Business Environment Council and the Chairman of Tianjin
International Petroleum Storage and Transportation Company
Limited. Mr. Ku does not hold any directorship in other listed
companies.

Mr. Ho Pak Chuen, Patrick, aged 65, joined the Group as an
Independent Non-executive Director in 2018. Mr. Ho is currently
the Group Managing Director, Group Chairman Office of Fung
(1937) Management Ltd as well as the Chief Operating Officer of
Global Brands Group Holding Limited (00787.HK). He previously
worked for The Dow Chemical Company, and retired in 2018
after 40 years of service. Mr. Ho has extensive experience in
the chemical industry while working for The Dow Chemical
Company. He was global business director for Ethylene Oxide,
Propylene Oxide and Derivatives in Chemicals and Metals in
Dow headquarters in Midland, Michigan. He returned to Hong
Kong in 1998 as President for Dow Chemical, Asia Pacific region,
Global Vice President for Epoxy & Specialty Chemicals then Asia
Pacific vice president for manufacturing, public & government
affairs. Mr. Ho was the chairman of Association of International
Chemical Manufacturers (AICM) in Hong Kong/China in 2001-
2003. He holds directorship in a number of private companies
within the Fung Group of companies and not in other listed
companies. Mr. Ho obtained a bachelor's degree in Chemical
Engineering from Queen’s University at Kingston, Canada.
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Management Executives

Ms. Tse Yik Chu, aged 43, joined the Group in 2009.
Ms. Tse is currently the Director of Group Human Resources and
Corporate Communications as well as a member of SLT. Ms. Tse
obtained a Bachelor of Communication from the Hong Kong
Baptist University and a Master of Science in Finance from the
National University of Ireland. Prior to joining the Group, Ms. Tse
engaged in corporate affairs in an international oil company.
Ms. Tse also actively involves in public service and she is currently
committee members of Rehabilitation Advisory Committee and
its sub-committee on Public Education on Rehabilitation under
Labour and Welfare Bureau. She is also a member of Advisory
Committee on the Enhancing Self-Reliance Through District
Partnership Program under the Home Affairs Department, and
an executive member of a non-government organization called
Support the Employment of People with Disabilities (SEPD).

Mr. Kwong Kwok Chiu, aged 55, joined the Group in
1987. Mr. Kwong is the General Manager of the Inks Group.
Mr. Kwong was previously an Executive Director of the Company
and a member of SLT. He obtained a Master’s Degree in Business
Administration from The Open University of Hong Kong and
has over 20 years of experience in the field of marketing and
management of petrochemical industry.

Mr. Fung Ping Kwong, aged 56, joined the Group in 2010.
Mr. Fung is a Co-President of the Bauhinia Coatings Group. He
was a member of SLT as well as the Head and Senior Leader
of Group Human Resources of the Group. He obtained a
Bachelor’s Degree in Science (Economics) from The University of
London, a Master’s Degree in Business Administration from The
University of Warwick and a Diploma in Training Management
jointly conferred by The Chinese University of Hong Kong and
The Institute of Personnel and Development, United Kingdom.
Mr. Fung has extensive experience in different human resources
areas including organisational development, management
development, talent management and employee relations. He
worked in a number of multi-national companies from insurance,
petrochemical and pharmaceutical industries. Before joining the
Group, he was the Group Human Resources Director of a Hong
Kong listed company.
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Management Executives (continved)

Mr. Chan Chuen Sang, aged 43, joined the Group in 2003.
Mr. Chan is a Co-President of the Bauhinia Coatings Group. He
was a member of the Group Management Committee, Group
Financial Controller, and served at various management positions
in different subsidiaries of the Group. He obtained a Bachelor’s
Degree in Business Administration from the Chinese University
of Hong Kong and a Master’s Degree in Business Administration
from the Hong Kong University of Science & Technology and
he is also a fellow member of Hong Kong Institute of Certified
Public Accountants.

Mr. Zhao Chu Bang, aged 58, is an experienced engineer.
Mr. Zhao joined the Group in 1993 and has been the Managing
Director of the Jiangmen Handsome Chemical Development
Limited since 2005. He graduated from The South China
University of Technology. Mr. Zhao has over 30 years of
experience in the chemical industry and has extensive experience
in management.

Mr. Zeng Zhi, aged 49, joined the Group in 2000. Mr. Zeng
is currently the General Manager of the Lubricant Group and
he was previously the Financial Controller of Yip’s Lubricant
Limited, a subsidiary of the Group. He graduated from Zhongnan
University of Finance and Economics with a Bachelor's Degree in
Accounting. He is also a non-practicing member of the Chinese
Institute of Certified Public Accountants. Mr. Zeng has 19 years
of experience in the field of petrochemical industry. Before
joining the Group, he was the Product Material Control Manager
of a listed company listed on the Shenzhen Stock Exchange.
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The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements
of the Group for the year ended 31 December 2019.

Principal Activities and Business
Review

The Company is an investment holding company. Its principal
subsidiaries are engaged in the manufacture of and trading
in solvents, coatings, inks, lubricants as well as engaged in
properties investment. There were no significant changes in the
nature of the Group's principal activities during the year ended
31 December 2019.

Details of the activities during the year ended 31 December 2019
as required by Schedule 5 of the Companies Ordinance including,
a fair review of the business of the Group with financial
performance indicators including revenue, sales volume and
net profit of the Group as well as revenue and operating profit
of its business segments, rental yield and return on investment
properties and an indication of likely future development in the
Company’s business are explained in the Chairman’s Statement
and the Report of the Chief Executive Officer from pages 8 to 17
of this annual report. These indicators illustrate the performance
of the Group as a whole and of its individual businesses in
terms of business development and profitability in attaining its
corporate vision of “Towards a Century of Revered Leadership”.
The past five years’ trend of these indicators together with other
financial ratios of return on average total assets and return on
average shareholders’ funds are disclosed in pages 28 to 29 of
this annual report. Particulars of important events affecting the
Group that have occurred since the end of the financial year,
if any, can be found in the notes to the consolidated financial
statements. The Group’s liquidity and financial resources are
discussed in pages 32 to 34. Save for the above sections, details
of the other activities required to be disclosed are explained as
follows:
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Principal Activities and Business
Review (Continued)
Principal Risks and Uncertainties

The Group's businesses and prospects as well as financial conditions
and results of operations will be affected by a number of risks and
uncertainties including business risks, operational risks and financial
risks. For business risks, all the Group’s businesses are mainly
carried out in the Mainland China so it will be subject to the impact
from economic and political development and market situation of
Mainland China. For operational risks, the Group is mainly engaged
in manufacturing of chemical products and it is thus exposed
to various environmental, health and safety risks in running its
operations. For financial risks, there will be market risk (currency
risk, interest rate risk and other price risk) for the Group’s financial
instruments, and credit risk and liquidity risk associated therewith.
Details of the policies on how to mitigate these financial risks are
set out in note 36 to the consolidated financial statements.

Compliance with the Relevant Laws and
Regulations

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

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

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

Environment Policies

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

Relationship with Customers, Suppliers,
Employees and other Stakeholders

The Group maintains a large number of customers and suppliers,
which span across diverse industries and geographical areas.
The Group maintains good relationships with its customers
and suppliers. As the top 5 largest customers of the Group
accounted for less than 5% of the Groups’' total revenue,
the Directors considers that the Group has no significant
concentration of credit risk, with exposure spread over a large
number of counterparties and customers. Further details of the
credit control system and credit terms granted to customers
are shown in note 22 to the consolidated financial statements.
The Group’s relationship with its employees and with investors
and Shareholders are shown in page 37 under the heading of
Human Resources and in pages 82 to 84 under the Corporate
Governance Report, respectively.

Emolument Policy and Long-term
Incentive Plan

A general description of remuneration policy of the Group is set
out in page 37 of the section headed “Human Resources”.

Long-term incentive plan of the Company primarily consists of
Share Option Schemes. Please refer to pages 51 to 53 of this
report and note 38 to the consolidated financial statements for
details of the Share Option Schemes.

Results and Appropriations

The results of the Group and appropriations of the Company for
the year ended 31 December 2019 are set out in the consolidated
statement of profit or loss and other comprehensive income on
page 93 and note 11 to the consolidated financial statements,
respectively. An interim dividend of HK7 cents per share was paid
to the Shareholders during the year. The Directors recommend
the declaration and distribution of a final dividend of HK13 cents
per share, totalling not less than HK$73,323,000 to Shareholders
whose names appear on the Register of Members at the close
of business on 12 June 2020 and the retention of the remaining
profit in reserves.
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Number of Issued Shares

Details of movements in the number of issued shares of
the Company during the year are set out in note 32 to the
consolidated financial statements.

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

Reserves

Details of movements in the reserves of the Group during the
year are set out in the consolidated statement of changes in
equity on page 97 of the consolidated financial statements.

The Company’s reserves available for distribution of the final
dividend represent the share premium, special reserve and
retained profits. Under Chapter 22 of the Companies Law of the
Cayman Islands, the share premium of the Company is available
for distribution of or paying dividends to Shareholders subject
to the provisions of its Memorandum and Articles of Association
and provided that immediately following the distribution of
dividend, the Company is able to pay its debts as they fall due
in the ordinary course of business. In accordance with the
Company’s Articles of Association, dividends can be distributed
out of the share premium and retained profits of the Company
subjected to the satisfaction of the foregoing conditions, which
amounted to HK$967,825,000 as at 31 December 2019 (2018:
HK$967,602,000).

Property, Plant and Equipment and
Investment Properties

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

Subsidiaries

Details of the Company's principal subsidiaries as at 31 December
2019 are set out in note 43 to the consolidated financial
statements.
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Directors and Service Contracts

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

Chairman & Non-executive Director
Mr. Ip Chi Shing

Executive Directors

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

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

Mr. Ho Sai Hou (Chief Financial Officer)

Non-executive Director

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

Independent Non-executive Directors

Mr. Wong Kong Chi

Mr. Ku Yuen Fun

Mr. Ho Pak Chuen, Patrick

Mr. Ng Siu Ping (retired and resigned with effect from
1 January 2019)

In accordance with article 112 of the Company’s Articles of
Association, Mr. Ip Chi Shing, being the Chairman and a Non-
executive Director, and Mr. Wong Kong Chi and Mr. Ku Yuen
Fun, being Independent Non-executive Directors, will retire
by rotation at the forthcoming annual general meeting of the
Company to be held on 2 June 2020 (the "AGM") and, being
eligible, will offer themselves for re-election as Directors at the
forthcoming annual general meeting. All remaining Directors
will continue to be in office. Each of the Non-executive and
Independent Non-executive Directors were appointed for a
specific term until the closing of the next annual general meeting
of the Company at which he is subject to re-election by the
Shareholders.

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

The fees of the Non-executive and Independent Non-executive
Directors are recommended by the Remuneration Committee of
the Company and determined by the Board.
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Directors and Service Contracts
(Continued)

The emolument payable to the Directors is determined with
reference to their qualification and experience, responsibilities
undertaken, contribution to the Company and the prevailing
market level of remuneration of similar position.

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

To the best of the Company’s knowledge, as at 31 December
2019, the interests of the Directors and chief executives in the
shares of the Company (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which are required (a)
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of the Part XV of the SFO (including interests
or short positions which they are taken or deemed to have
taken under such provision of the SFO); or (b) to be recorded in
the register to be kept pursuant to Section 352 of the SFO; or
(c) pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers to be notified to the Company and the
Stock Exchange were as follows:

L3y Long positions
RZB-RE
+ZA=+-8
HARRF
BRITRA
FBeEERGRABRABA SHAK
Number of Ordinary Shares and Underlying Shares held Percentage
R 13 % & 40 7 & B 17 7 % BRERS' of the Issued
Interests in Interests in Interests in Interests in Share Capital of
Shares Shares Shares Share Options' the Company
BA Ev3 A A ay as at
BEEpnA Name of Directors Personal Family Corporate Personal Total 31.12.2019
EXmEE Mr. Ip Chi Shing 155,042,532 8,802,000 (a) 24,380,000 (b) = 188,224,532 33.37%
ErEis Mr. Yip Tsz Hin 31,316,248 14,000,000 (c) = = 45,316,248 8.03%
Epks Mr. Ip Kwan 11,084,000 — — 290,000 11,374,000 2.02%
At REE Mr. Ho Sai Hou — — — 200,000 200,000 0.04%
THEE Mr. Wong Yuk - — - - — =
BERELAE Mr. Wong Kong Chi - 100,000 (d) - - 100,000 0.02%
hEFEE Mr. Ku Yuen Fun 20,680 14,000 (¢) — - 34,680 0.01%
CENES Mr. Ho Pak Chuen, Patrick = = = = = =
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Directors’ and Chief Executives’
Interests and Short Positions in
Securities (continvea)

Long positions (Continued)

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 lp 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.

Details of the share options held by the Directors under the
Company’s Share Option Schemes (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.
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Directors’ and Chief Executives’
Interests and Short Positions in
Securities (continved)

Long positions (Continued)

Other than as disclosed above and certain nominee shares in
subsidiaries held by Directors in trust for the Company or its
subsidiaries, as at 31 December 2019, none of the Directors
or chief executives held any interests or short positions in the
securities of the Company or any of its associated corporations
as defined in the SFO.

Share Options

The Shareholders at the AGM held on 25 May 2012 approved
the adoption of a new share option scheme (the “New Share
Option Scheme”) and the termination of the old share option
scheme which was adopted by the Company on 3 September
2002 (the "Old Share Option Scheme”, together with the “New
Share Option Scheme”, collectively known as “Share Option
Schemes”). The New Share Option Scheme will expire on 24
May 2022. Options granted under the Old Share Option Scheme
prior to its termination will continue to be valid and exercisable
in accordance with the rules thereof. The main purpose of
the New Share Option Scheme is to recognise and motivate
the contribution of eligible participants, to provide incentives
to them, to help the Company retain eligible participants and
recruit additional employees and to provide them with a direct
economic interest in attaining the long term business objectives
of the Company. Particulars of the New Share Option Scheme
are set out in note 38 to the consolidated financial statements.
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B E Share Options (continved)
REEZFT-hLhF+=ZA=+—8HLt During the year ended 31 December 2019, movements in the
FERN BEBEAARERESIEE number of share options which had been granted to certain
FTEFESE(REBZAA)) KR Directors (and their associates, if any) and employees under the
EEREZEHIT: Company’s Share Option Schemes are as follows:
BREHA
Number of Share Options
R-Z-h% KER R=Z-h%
-A-H BA¥%/## +=-A=+-AH
BRETED HARTE Lapsed/ AT
REAH fIf£f8  Exercise period of Outstanding as Cancelled Outstanding as
Date of grant Exercise price share options at 1.1.2019 during the year  at 31.12.2019
B
HKS
Bz
Director
EuiE ZZENFE+ARA 453 ZTENFE+AREZE 90,000 (90,000 —
“Z-NE+ARA
Mr. Ip Kwan 5 October 2009 5 October 2009 to
4 October 2019
ZE-Zf-A+-H 502 ZE-n%-A+-RAZ 200,000 — 200,000
—E-=F-f+H
11 January 2013 11 January 2015 to
10 January 2023
&% —Z-=f-fA+-A8 594 ZT-Af-A+-RE 200,000 — 200,000
ZZZ=%-A+H
Mr. Ho Sai Hou 11 January 2013 11 January 2015 to
10 January 2023
490,000 (90,000 400,000
EEEMET
Other employees'
“ETNETARR 453 Z—EEAFTARAZE 490,000 (490,000) —
“Z-NE+ARA
5 October 2009 5 October 2009 to
4 October 2019
—Z-Zf-A+-A 5942 ZEZ-RF-A+—-HE 3,790,000 (230,000) 3,560,000
“EZ=f-f+H
11 January 2013 11 January 2015 to
10 January 2023
4,280,000 (720,000) 3,560,000
4,770,000 (810,000) 3,960,000
' EHULTENRZT-NF—A—BREE ! Mr. Ip Kwan was appointed as Executive Director with effect from
ZHEARITEERHERESEDH 1 January 2019 and his number of share options was transferred
[EEHEMET &R [EE]- from "Other employees” to “Directors”.
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Share Options (continvea)

During the year ended 31 December 2019, no share option was
granted to Directors or employees, and no share option has been
exercised.

The total number of Shares of the Company that could be issued
upon the exercise of all outstanding share options as at the date
of this annual report are 3,960,000 Shares, which represents
approximately 0.70% of the issued share capital of the Company
as at the date of this annual report.

Other than as disclosed above, at no time during the year
was the Company or any of its subsidiaries a party to any
arrangement whose object(s) is/are to enable the Directors to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

Other than as disclosed above, none of the Directors, or their
spouses or children under the age of 18, had any right to
subscribe for the securities of the Company, or had exercised any
such right during the year.
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FERR

BARRBFA R_FE-AF+H
St-B REEFSRBEGRIS
BHFMEMFE2ECMAE LD
MEARRABF/AARA D HAEBK
MEZEZARTBRRBFELEXHAEE
MARREEARTRAEINNAT

Substantial Shareholders

To the best of the Company’s knowledge, as at 31 December
2019, the following Shareholders (other than the Directors or
chief executives of the Company disclosed above) had interest in
the shares and underlying shares of the Company as recorded in
the register required to be kept under Section 336 of the SFO or
as otherwise notified to the Company:

Ha Long positions
R=ZZE—-IEF
+t=A=+-—~H
HEAQBE&IT
BEAZED
Percentage of
the issued share
FTERRER FERGHAE capital of the
Name of Substantial g% B it Number of Company as at
Shareholders Capacity Notes shares held 31.12.2019
ERBLL BEmEAA 1 47,547,913 8.43%
Ms. Ip Fung Kuen Beneficial Owner
FMR LLC NAEHE = 2 39,640,000 7.03%
Corporate Interest
FIDELITY PURITAN TRUST EmEAA 3 28,220,000 5.00%
Beneficial Owner
# BREXKENARAEFH KT # other than the Directors or chief executives of the Company

BA B 5
w i -

1. BERNDEBBZAEROELXZLIR
BEHARBEGKIBEERBEALAR
AB 1T’ M 2 ¥ %= /47,592,000
B ELXTR-_E——FXAB
955913 B M R(NELZTHR=ZF
—FHE= A H%1,000,0008% 815 -
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disclosed above
Note:

1. The calculation of the number of shares held takes into account (i)
the interests of Ms. Ip in the issued share capital of the Company
disclosed under the SFO (i.e. 47,592,000); (i) 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.



FERR
ﬁ ? \//%’z/
Wa: ()

2. FMR LLCEBFMR Co., Inc.E#EHA
39,640,000 R R A& 5 © FMR Co.,
Inc. BFMR LLC Z & & I{ B A B Fidelity
Management & Research Company
2EBRB - ARRAEBHN LB
FMR Co., Inc. ¥ & 239,640,000/
AR AR D F 0 3,710,0008% A 2 &)
B 15 % FMR LLC & & # B Z Fidelity
Management Trust Company#§ & * 1
7,536,000% Z& X & i& 13 & FMR LLC
ETEERBRREZKESR ZFidelity
Investments Canada ULCH A ° %%
FMR LLC f& E & & & # £ Fidelity
Canada Investors LLC Z100% P& # -
ifiFidelity Canada Investors LLC# &
483A Bay Street Holdings LP 2 64% fi%
# o 483A Bay Street Holdings LP# &
BlueJay Lux 1 S.a.r.l2100% % # - i
Bluelay Lux 1 S.a.r.I# A FIC Holdings
ULC 2100% f% # - #Z M FIC Holdings
ULC # A Fidelity Investments Canada
ULCZ100% A& 4 °

3. Fidelity Puritan Trust B # # &
28,220,000 A AR B 15 + AR A #
EHMZBRMGIE ABFMR LLCE T 2

BREXHBEIN RZE-NF+=

A=+—H8" B%TML—EH%%)&?

BITRABERBZTH2ERRKXEIE

T)EZEgZ*Em&I\'*E}E%/\iﬁ%HZJSAn

EREEARAIRNDPHEZSIAE

FIRBEESRBEGOIE336KEEL -

BE HEfLBEOXAT
ZLEtmEH
RBE-—T—NE+=A=+—AI
FEER AR F S WA A
mEE LERBEEALRZEFL
HEE
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Substantial Shareholders (continved

Long positions (Continued)
Note: (Continued)

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 31 December 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.

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

During the year ended 31 December 2019, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of
the Company'’s listed securities.
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Major Suppliers and Customers

During the year ended 31 December 2019, the aggregate sales
attributable to the Group's five largest customers accounted for
less than 30% of the Group's total turnover.

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

As at 31 December 2019, none of the Directors, their associates
or any Shareholders (which to the best knowledge of the
Directors own more than 5% of the Company’s share capital)
had any interest in the Group's five largest suppliers.

Corporate Governance

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

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, throughout
the year ended 31 December 2019 and at the date of this
report, there is sufficient public float of not less than 25% of
the Company’s total issued shares capital as required under the
Listing Rules.

Equity-linked Agreements

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

Donations

During the year ended 31 December 2019, the Group made
charitable and other donations amounting to HK$3,389,000.
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Permitted Indemnity Provision

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

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

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

Connected Transactions and
Directors’ Interests in Contracts

The related party transactions entered into by the Group during
the year ended 31 December 2019 are disclosed in note 41 to the
consolidated financial statements. Each of the following related
party transaction constitutes a de minimis transaction under
Chapter 14A of the Listing Rules and is therefore exempt from
the connected transaction requirements under rule 14A.76(1).

(@) During the year ended 31 December 2019, the Group
paid rent of HK$960,000 (2018: HK$960,000) to Goldex
Investments Limited in which Mr. Ip Chi Shing (the
controlling shareholder of the Company and a Director) has
beneficial interests.

(b)  During the year ended 31 December 2019, the Group
received rent and license fee of HK$492,000 (2018:
HK$501,000) and service fee income of HK$53,000 (2018:
HK$53,000) from Ip Chi Shing Charitable Foundation
Limited in which Mr. Ip Chi Shing, the controlling
shareholder of the Company and a Director, has controlling
interest.
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Connected Transactions and
Directors’ Interests in Contracts

(Continued)

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

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

Discloseable Transaction

Disposal of entire equity interests in Z# £ & %
(EB)BRAH

On 18 January 2019, Bauhinia Paints Manufacturing Limited
(“BPM") entered into an equity interest purchase agreement
("S/P Agreement”) with F/BEEFEHNBEEER AR ("L &
EE"), as well as EBESHEREELLEBRAT and L8
EERFREBEEEBMRAA, being guarantors of EFEME.
Under the S/P Agreement, £ /8 [E agreed to purchase and
BPM agreed to sell the entire equity interest in £ i {E &% (L F)
AR AF], which was the owner of a premise situated at A
EEmEARERELF QK 65115 (6511, Beiging Highway,
Chonggu Town, Qingpu Area, Shanghai, People’s Republic of
China") at a consideration of RMB269,946,938.64 (equivalent
to approximately HK$307,335,000). The relevant transaction
was completed on 7 August 2019. The details of the transaction
were disclosed in the announcement published on the Stock
Exchange’s website on 18 January 2019.

#

For identification purposes only

Contracts Concerning Management
and Administration

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

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

Auditor

The consolidated financial statements for the year ended
31 December 2019 have been audited by the Company’s
auditor, Messrs. Deloitte Touche Tohmatsu, who shall retire
and, being eligible, will offer themselves for re-appointment
at the forthcoming AGM. A resolution will be submitted to
the forthcoming AGM to re-appoint Messrs. Deloitte Touche
Tohmatsu as the auditor of the Company.

On behalf of the Board
Ip Chi Shing
Chairman

Hong Kong, 30 March 2020
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Statement of Compliance

The Company is committed to maintaining high standards of
corporate governance so as to achieve the Group’s objectives
of maximizing values for its employees, customers, suppliers,
business partners and Shareholders, and safeguarding their
interests. The Company has complied with all code provisions
of the “Corporate Governance Code and Corporate Governance
Report” (the “CG Code"”) contained in Appendix 14 to the Listing
Rules throughout the year ended 31 December 2019 except that
the Company does not have a nomination committee on the
ground as stated under the section headed “Composition of the
Board” (CG Code provisions A.5.1 to A.5.4).

Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as its own code
of conduct regarding Directors’ securities transactions. After
making specific enquiries, all Directors have confirmed that they
have fully complied with the required standard as set out in the
Model Code during the year ended 31 December 2019.
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The Board

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

Composition of the Board

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

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

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

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

The Board regularly reviews its composition and membership to
ensure that it has a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the Group’s
business to discharge its responsibilities effectively. Currently,
the Board is responsible for the nomination and appointment
of new Directors. The Company considers it is more beneficial
and efficient for the full Board to perform the functions of the
nomination committee.

The Board adopted the Board Diversity Policy (the “Diversity
Policy”) which sets out the approach to achieve diversity on the
Board. The Diversity Policy is summarized as follows:

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

o the Board will report on the Board’s composition under
diversified perspectives and monitor the implementation of

the Diversity Policy

o the Board will review the Diversity Policy at appropriate
times so as to ensure its effectiveness
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The Board (continued)
Composition of the Board (continued)

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

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

(a)

(b)

(©

Reputation for integrity

Accomplishment and experience in the chemical or
petrochemical industry, in particular, in the solvents,
coatings, inks, lubricants and other related markets

Commitment in respect of available time and relevant
interest

Diversity perspectives as mentioned in the Diversity
Policy

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

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

Balanced representation of different management
domain of executive directors

Balanced representation on the Board by executive
directors, non-executive directors and independent
non-executive directors
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The Board (continued)
Composition of the Board (continued)

o The nomination and selection procedures are:

(@) The Board shall conduct, at least once every five (5)
years, a review of the size, composition and structure
of the Board and consider the Board succession plan.

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

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

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

The Board will review the Nomination Policy once every eight (8)
years or at appropriate times so as to ensure its effectiveness.

The Board adopted the Dividend Policy (“Dividend Policy”) in
2008 and amended such policy in 2017. The Board considers that
dividends should be paid to Shareholders in accordance with the
Dividend Policy. The Dividend Policy is summarized as follows:

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

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

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

2019 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED




66

&R E GOVERNANCE REPORT

TEERRE
Corporate Governance Report

BEgAR 2
o BRESH - REMATUATRE -
DREESEMBEUR R -

e —RMEGPHREEOMGES
EFEBR B E30%E40% °

o EEKERT EETEERE
KRR B -

EXeBnFIEEERRRITKRE
ISR AR IR KL RE B 2R 37T

EBE_T-NAEFT-_A=+—H1L
FE - EFgCRINUTTEIRIES:

(@) EFEEARFBROHOTHTA:

e KEHEABRRREEARHEELR
ECRE

ARREBEEERRARBELR
NRIHEERR

ERCIKEERAT —T-NFEFR

The Board (continued)
Composition of the Board (continued)

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

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

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

The Board will review the Dividend Policy once every five (5)
years or at appropriate times so as to ensure its effectiveness.

During the year ended 31 December 2019, the Board reviewed
the following guidelines and policies.

(@) Code of conduct for the transaction of shares of the
Company by directors;

(b)  Code of conduct of the Group;
(c)  Risk management policy on product quality and safety;
(d)  Group budget planning policy; and

(e)  Group information policy and guidelines for handling inside
information.

Directors and officers liability and company reimbursement
insurance coverage has also been arranged by the Company.
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é%g\i/ The Board (Continued)

EEgERF Operation of the Board
AHE-ZTE-NF+=A=+—81Lt During the year ended 31 December 2019, five reqular Board
FE ESEHROTTARESEE meetings, 11 other Board meetings and a Non-executive
REF T - REMERERKERR Directors meeting were held. The attendance of each Director at
TEEEH SESERAESH 2D these meetings is shown in the table below:

FBRBHEIN T :

EXZEER ExgHM
ERHER ERHER
Regular Board  Other Board

Meetings Meetings
HITEE: Executive Directors: Attendance Attendance
BEFEHHLLE Mr. Yip Tsz Hin 5/5 11/11
by Mr. Ip Kwan! 5/5 10/11
fal & % A4 Mr. Ho Sai Hou 5/5 11/11

EEZeRER FUITES ExeH{
ERHER ERHER ERHER

Non-executive

Regular Board Directors  Other Board

Meetings Meetings Meetings

FHITES: Non-executive Directors: Attendance Attendance Attendance
EERLAE(EE)  Mr. Ip Chi Shing (Chairman) 5/5 1/1 0/11
F fB 5k A2 Mr. Wong Yuk? 4/5 1/1 0/11

ExgER FHUTES ExgHM
ERHER EREHER ERHER

Non-executive

Regular Board Directors  Other Board
Independent Non-executive Meetings Meetings Meetings
BIUFHITESE Directors: Attendance Attendance Attendance
HEELE Mr. Wong Kong Chi 5/5 171 0/11
HEFRE Mr. Ku Yuen Fun 5/5 11 0/11
mE)%E Mr. Ho Pak Chuen, Patrick 5/5 1/1 0/11
1 EHRERT-NF-A—HEE ! Mr. Ip Kwan was appointed as an Executive Director with effect
ZEHTES - from 1 January 2019.
2 FREER_ZE-—NF—A—BEHE 2 Mr. Wong Yuk was re-designated as a Non-executive Director with
EFRITESE - effect from 1 January 2019.
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The Board (continued)
Operation of the Board (continued)

During the year ended 31 December 2019, 5 regular Board
meetings were held which involved the active participation in
person by all the attending Directors. Besides these regular Board
meetings, 11 other Board meetings were convened during 2019
to approve routine business or discuss any matters that required
the Board’s timely attention. The Chairman of the Board held a
meeting with all Non-executive Directors and Independent Non-
executive Directors without the presence of Executive Directors
in accordance with CG Code Provision A.2.7.

During the year ended 31 December 2019, the role of the
company secretary of the Company (“Company Secretary”)
included, amongst others, ensuring that the Directors have
access to all necessary information and that all Board procedures
were followed. The Company Secretary was also responsible for
offering opportunities of continuing professional development to
all Directors to develop and refresh their knowledge and skills to
help ensure that their contribution to the Board remains informed
and relevant. Directors were also provided with monthly updates
on the Company’s performance, financial position and prospects
to enable the Board as a whole and each Director to properly
discharge their duties. The Company Secretary, Mr. Ho Sai Hou,
is a full time employee of the Company. Mr. Ho confirmed that
he fulfilled the requirement of taking no less than 15 hours of
relevant professional training during the year under review.

Directors’ Training and Professional
Development

During the year ended 31 December 2019, Mr. Ip Kwan, a newly
appointed Executive Director is offered comprehensive, formal
and tailored induction upon his appointment.

The Company, from time to time, provides in-house trainings for
the Directors in the form of seminars, workshops and reading
materials on the latest development of applicable laws, rules
and regulations, management, financial and business issues to
develop and refresh their knowledge and skills.
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EEgw The Board (continveq)
EERIREXRR 2 Directors’ Training and Professional
Development (continued)
SN ARBBBMEEFLEZE In addition, all Directors are encouraged to participate in various
¥BIATerRE - BREEEME professional development seminars and courses. A summary
HiLtr  EEEHE-_T—NF+= of training received by Directors during the year ended 31
A=+—BHBLEFEMEINEIHE December 2019 according to the records provided by the
mE Directors is as follows:
3% 31 3 51
Type of trainings
BERH
8RN
e
Seminars BEAMBR
and/or Hrey
WEBEH  conferences  Reading
In-house and/of and online
o= Directors training forums studying
EEKEE(ER) Mr. Ip Chi Shing (Chairman) v/
ErELLE Mr. Yip Tsz Hin J/
B E A Mr. Ip Kwan' v/ v
At &= %4 Mr. Ho Sai Hou v v v
F 18 5t A2 Mr. Wong Yuk? v
=ERELRSE Mr. Wong Kong Chi v
hERFEAE Mr. Ku Yuen Fun v
PR Mr. Ho Pak Chuen, Patrick v/
L EHUEERZE-NF—A—BREE L Mr. Ip Kwan was appointed as an Executive Director with effect
ZERITES - from 1 January 2019.
2 FREER-_ZT-NF-—HA—BEHE 2 Mr. Wong Yuk was re-designated as a Non-executive Director with
EFFRITESE - effect from 1 January 2019.
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The Board (continued)
Delegation by the Board

The Board, as the highest governing body, is collectively
responsible for leading, planning and controlling the businesses
of the Group, and also for performing the corporate governance
duties and functions as more specifically set out in the list
of matters reserved for the Board. During the year ended 31
December 2019, the position of the Chairman of the Board was
held by Mr. Ip Chi Shing, and the position of Chief Executive
Officer was held by Mr. Yip Tsz Hin and the position Deputy
Chief Executive Officer was held by Mr. Ip Kwan. With effect
from 1 January 2019, Mr. Wong Yuk was re-designated as a
Non-executive Director of the Company and resigned as a Co-
Chief Executive Officer, Mr. Yip Tsz Hin was re-designated as the
Chief Executive Officer of the Group as well as Mr. Ip Kwan was
appointed as the Deputy Chief Executive Officer of the Group
and an Executive Director of the Company.

As disclosed in the section below, the Company established
SLT. During the year ended 31 December 2019, Mr. Yip Tsz Hin
and Mr. Ip Kwan oversaw the work of SLT and other senior
management of the Group. The above structure is to ensure a
clear distinction between the Chairman’s duty to manage the
Board and the management’s duty to oversee the overall internal
operation of the Group.

The Board has delegated to SLT with broad management
responsibilities including, but not limited to, formulating and
implementing policies and business strategies, as well as
supervising the performance of the Group’s different business
segments. SLT currently comprises a total of four members,
three of them are Executive Directors of the Company, namely
Mr. Yip Tsz Hin, Mr. Ip Kwan and Mr. Ho Sai Hou. Mr. Wong Yuk,
a former member of SLT, resigned from the SLT with effect from
1 January 2019.
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The Board (continved)
Delegation by the Board (continued)

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

o setting long term objectives and strategies

. approving preliminary results announcements

o approving annual budgets

o approving major capital expenditure, acquisitions and
disposals

o establishing risk management policies

o approving notifiable transactions and connected

transactions

. declaring and recommending the payment of dividends

o appointing new Directors
o establishing Board committees
o reviewing and monitoring of internal control and risk

management systems

o reviewing and monitoring the policies and practices on
compliance with legal and regulatory requirements and
practices on corporate governance and compliance with CG

Code

o approving major policies and guidelines
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The Board (Continued)
Senior Leadership Team
SLT members

Mr. Yip Tsz Hin
Mr. Ip Kwan

Mr. Ho Sai Hou
Ms. Tse Yik Chu

Duties and responsibilities of SLT

o Assist the Board in setting policies and strategies

o Execute the policies and strategic plans set by the Board

o Supervise the businesses of subsidiaries

o Assist and co-ordinate the operations of subsidiaries, and
maximize the benefits for the Group

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

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

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

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

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

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

The updated version of terms of reference of the Remuneration
Committee is available on the Company’s website and the Stock
Exchange’s website and from the Company Secretary upon
request.
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FMEZEEEREERS The Remuneration Committee and
+ - . 0
MEEEZEHFM = Remuneration of Directors and Senior
Management (continveq)
FTHNEESRITT-REgHE %E}Z =] The Remuneration Committee held one meeting and the
RZgZIHBEREHINNOT attendance of each member at this meeting is shown in the table
below:
i E =
RE Members Attendance
] /)15 & Mr. Ho Pak Chuen, Patrick' 11
EEELE Mr. Wong Kong Chi 11
HEZEE Mr. Ku Yuen Fun 11
F N8 5k A2 Mr. Wong Yuk? 11
L AEINEER_ZE-—NF—A—BE 1 Mr. Ho Pak Chuen, Patrick was appointed as the Chairman of the
ZEFTHEEREZRE - Remuneration Committee on 1 January 2019.
2 FREER-_ZTE-—NF-HA—BEZ 2 Mr. Wong Yuk was appointed as a member of the Remuneration
THMEEGKE - Committee on 1 January 2019.
Rezgsl FHEES: In this meeting, the Remuneration Committee:
s RBAKBEHHTEERARE . reviewed and approved the salary adjustment for Executive
ABZZ_ZTFMNRAFREE Directors and senior management for the year 2020
e RBIEZZE-NFaaRABERABRE . reviewed the effectiveness of the reward scheme for senior
E}Jﬁ%ﬁ’ﬂﬂxﬁlﬁﬁ W_TTF management for the year 2019 and discuss the reward
BRI EEE) TR scheme for the year 2020
s HWmEHEBAIRABREBATL . discussed the long-term incentive scheme in order to retain
TERHEERERREALE talents, in particular, the management who have impacts
NHEBEAE on the long-term development of the Group
EEMeeEATEARE &K EKH B Directors’ emoluments consisted of payments to Directors in
NAIEHMNGEESIRIE - £HE connection with the management of the affairs of the Company
ZE-NAF+ZRAR=1T—BHBLEEX and its subsidiaries. The fees paid to each Director and senior
NTARAIZEEETLaRERBEN S management for the year ended 31 December 2019 are set out
BTV R ER & I 3R & I 5T6 o in Note 6 to the consolidated financial statements.
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The Audit Committee

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

o reviewing financial information of the Group

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

o monitoring the relationship between the Group and its
external auditor

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

The Audit Committee held four meetings during the year ended
31 December 2019 and the attendance of each member at these

KERBHEEH LB XEEIWOT meetings is shown in the table below:

=
Members Members Attendance
=ERELRSE Mr. Wong Kong Chi 4/4
mERFEAE Mr. Ku Yuen Fun 4/4
EENIEAS Mr. Ho Pak Chuen, Patrick 3/4
F B 5 A Mr. Wong Yuk! 4/4
1 FHREERZTE-—NF—A—BEZ 1 Mr. Wong Yuk was appointed as a member of the Audit

ETEZZEGKE - Committee with effect from 1 January 2019.
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The Audit Committee (continved)

In those meetings, the Audit Committee:

o reviewed the 2018 annual and 2019 interim results before
submitting the same to the Board for approval and in
doing so, the committee focused on material deviations of
the Group’s performance from past year’s results, major
areas of judgment, selection and application of accounting
policies and compliance with legal and regulatory
requirements

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

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

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

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

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

An Audit Committee meeting was held on 26 March 2020 to
review the Group’s audited consolidated financial statements for
the year ended 31 December 2019.
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Health, Safety and Environment
Committee

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

o the adoption and renewal of the Group’s HSE policies
o determining the Group’s appetite for HSE risk

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

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

During the year ended 31 December 2019, the HSE Committee
held five meetings and the attendance of each member at these
meetings is shown in the table below:

HE=R
& Members Attendance
HIRFEE Mr. Ku Yuen Fun 5/5
mEEXAE Mr. Wong Kong Chi 5/5
EEIEA: Mr. Ho Pak Chuen, Patrick 4/5
F 8 5% A Mr. Wong Yuk! 5/5
1 FREER Mr. Wong Yuk was appointed as a member of the HSE Committee

T-NE-A-AEE w

TxZegXa with effect from 1 January 2019.

2019 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED 77




78

&R E GOVERNANCE REPORT

TEERRE
Corporate Governance Report

ZEREBEBRZEESw

e

%%

S

BmH KRR

i3

nur

s RBRIKEER-ZT-N\FERE-
ZERBRRRALRELEE_F
—hEERE T2 MRFRFE

s HEKEERE Z2RRRE
BRERGKEIRERXR

e EBEHMERE ZE2NMRRA
BEE

. RHSBERE R2RER
0 P9 4 4420

BER&E
EERREOTERENER
EEARBNERUSETBRRRE
SRABRREMAESZEME  LAER
SEZRE RRARAFRHEHGE -
B R E2EFME  EFEXLTAE
EAAEEEEEBEERBELE 2R
NEEBERRIEANEERAE -

BEMBEEETNESENREZE
% BUED s AR A -

[ By B B R B B 42

EXEeRIBEYEERRERE KA
EERAGARE -ZOGEEERMIEHE
BARBEEREHBEFENRR MAR
EREAKRERAKLBRIELAEM
FFEEHIRE °

ERCIKEERAT —T-NFEFR

Health, Safety and Environment
Committee (Continued)

In those meetings, the HSE Committee:

o reviewed the Group’s HSE performance in 2018 and
overview the Group’s 2019 HSE plan

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

o reported the progress of HSE projects of operation sites

o reviewed the organisation of HSE functions in operation
sites

Accountability and Audit
Directors’ and Auditor’s responsibilities

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

The Auditor’'s reporting responsibilities are stated in the
Independent Auditor’s Report on pages 85 to 92.

Risk Management and Internal
Control

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

o EEEEBUTEBREFRE Furthermore, the Board oversees the Group's risk management
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following structures and processes:

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

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

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

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

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

° significant risks and their changes;

o financial reporting procedures;

. Listing Rule compliance;

o significant control failings and weaknesses; and

o adequacy of resources, staff qualifications and

experience, training and budget of the Group's
financial and internal audit functions.
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Risk Management and Internal
Control (Continued)

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

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

Auditor’'s Remuneration

For the year ended 31 December 2019, the fee paid/payable to
the Group’s external auditor, Messrs. Deloitte Touche Tohmatsu,
is set out as follows:

/2

Frig t 2 R Services rendered Fee paid/payable

FAET

HK$'000

&% IR Audit services 3,600
JEEZ R Non-audit services

ERPHKRE Interim review 550
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Shareholders’ Rights

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

Rights and Procedures for
Shareholders to convene a General
Meeting

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

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

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

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

Putting Forward Proposals at
Shareholders’ Meeting

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

Right to put enquiries to the Board

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

Shareholders’ Meetings

The Board strives to maintain an on-going dialogue with the
Shareholders and in particular, through annual general meeting
to communicate with Shareholders directly.
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BREREZR ) Shareholders’ Meetings (continved
CE-AEREBFARR T
EAAMBRGT SHRENEZRE
THEERRMT

The 2019 AGM was held on 4 June 2019. The attendance of
each Director at this meeting is shown in the table below:

B oo

BRREFKSE
i E =
HITES Executive Directors AGM Attendance
Ersrast Mr. Yip Tsz Hin 11
by Mr. Ip Kwan' 11
Ayt 55 4 Mr. Ho Sai Hou 171
L EHEERT-NF-A—BEZ 1 Mr. Ip Kwan was appointed as an Executive Director with effect
EFHRITES - from 1 January 2019.
BRREFASE
=
FHITES Non-executive Directors AGM Attendance
EEKEE Mr. Ip Chi Shing 11
F 8 5% A Mr. Wong Yuk' 11
1 FREER-_ZT-NF-—A—HBEME 1 Mr. Wong Yuk was re-designated as a Non-executive Director with
FEHMITESE - effect from 1 January 2019.
BRREFAE
i E =
BYFHTES Independent Non-executive Directors AGM Attendance
BEERAE Mr. Wong Kong Chi 11
HEEEE Mr. Ku Yuen Fun 171
fTEE-_FT-hF+ZA=+—HLt During the year ended 31 December 2019, there is no change
FEAN AQRWNMESER XHIL & in the Company’s constitutional documents. The latest version
BE  ARARIEINERMAKFTRA of the Restated Articles of the Company is available on the
EEHFRAARIRBEZMMLA - I Company’s and the Stock Exchange's website and from the
AmAawEZREREH - Company Secretary upon request.
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Investor Relations and
Communication with Shareholders

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

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

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



Deloitte.

BERECIEBERQA
(RESHSTMA L ZERRF])
IR R

=R
AZHMITEEZHHREBEES
268EAMERICTIEBEERAR(E
AEIREMBAR (ABEAIEEE])
ZEHRAEMEHRE KR EAUBRER
BFER-ZFE-—NAF+ZA=+—HZH&K
AMBRRAREREBEEZBLEEE 24
CEEREMEAKER  KREED
BYHRREEBEESRER  UREA
BERENT BREEIESAEREMN
go

ROREB  ZEREVBEREERE
EXESTMASEBZEERNBRE
AAEEMTR A RE BE£EER=
E-NE+_A=+—"B2HEAH%
Mk BEEERBEZALFEZ
REMBREARGKARERE LB
EREBLAKAIZEZREEZRR
%o

B #8534 FINANCIAL STATEMENTS

RS R

Independent Auditor’s Report
TO THE SHAREHOLDERS OF

4do
T
YIP'S CHEMICAL HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Yip's
Chemical Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 93 to
268, which comprise the consolidated statement of financial
position as at 31 December 2019, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2019, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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Basis for Opinion

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

Key Audit Matters

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

We identified expected credit
losses (“ECL") assessment of
trade receivables as a key audit
matter due to the significance of
trade receivables to the Group’s .
consolidated financial position

and the involvement of subjective
judgement and management

estimates in evaluating the ECL of the
Group's trade receivables at the end
of the reporting period.

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

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

Testing the integrity of information
used by management to develop
the provision matrix, as at 31
December 2019, on a sample basis,
by comparing individual items

in the analysis with the relevant
supporting documents; and

As at 31 December 2019, the Group's
net trade receivables amounting to
approximately HK$1,420,946,000,

which represented approximately

18.3% of total assets of the Group

and out of these trade receivables of
approximately HK$298,377,000 were
past due.

Challenging management’s basis
and judgement in determining
credit loss allowance on trade
receivables as at 31 December
2019, including their identification
of credit-impaired trade
receivables, the reasonableness

of management's grouping of

the remaining trade debtors into
different categories in the provision
matrix, and the basis of estimated
loss rates applied in each category
in the provision matrix (with
reference to historical default rates
and forward-looking information).

As disclosed in note 4 to the
consolidated financial statements, the
management of the Group estimates
the amount of lifetime ECL of trade
receivables based on provision matrix
through grouping of various debtors
that have similar loss patterns, after
considering repayment history and
past due status of respective trade
receivables. Estimated loss rates are
based on historical observed default
rates over the expected life of the
debtors and are adjusted for forward-
looking information. In addition, trade
receivables that are credit-impaired
are assessed for ECL individually.

The loss allowance amount of the
credit-impaired trade receivables is
measured as the difference between
the asset’s carrying amount and the
present value of estimated future
cash flows with the consideration of
expected future credit losses.

As disclosed in note 36 to the
consolidated financial statements,
the Group recognised net impairment
of trade receivables amount of
HK$1,920,000 for the year and

the Group's lifetime ECL provision

on trade receivables amounted to
approximately HK$54,930,000 as at
31 December 2019
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Key Audit Matters (Continued)

Key audit matter

How our audit addressed
the key audit matter

Allowance for inventories

We identified the allowance
for inventories as a key audit
matter as the allowance for
inventories is made based on
management's identification
of aged or obsolete
inventories and estimation
and judgement on estimating
selling prices of finished goods
subsequent to the end of
reporting period. Allowance
is applied to inventories
based on assessment of

net realisable value by
management, by considering
the estimated costs of
completion, current market
conditions, aging analysis and
subsequent selling prices of
the inventories.

As disclosed in note 21 to
the consolidated financial
statements, as at 31
December 2019, the carrying
amount of inventories,

net of allowance, was
HK$947,003,000.

Our procedures in relation
to allowance for inventories
included:

e Obtaining an understanding
of the Group's provision
policy on inventory and
key controls on the
management’s assessment
on the allowance for
inventories;

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

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

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

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

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

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

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

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

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

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion solely to you,
as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of
this report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

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

o Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group's internal control.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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RBERERGS W Auditor’s Responsibilities for the

HFEHEREZEE Audit of the Consolidated Financial
Statements (Continued)

. HESRABBLE S ER . Conclude on the appropriateness of the directors’ use of
ZHEEWELER - REME the going concern basis of accounting and, based on the
BMBERRE BEESAHFRE audit evidence obtained, whether a material uncertainty
HEHNBERAEHEZE KR HE exists related to events or conditions that may cast
EM - BHAIAEY BEEZE significant doubt on the Group's ability to continue as a
BREENEELEERNEE - I going concern. If we conclude that a material uncertainty
REATREGFEERTEEE exists, we are required to draw attention in our auditor’s
AlEMBEEZ R REFIRE report to the related disclosures in the consolidated
FREIEGEAV B HES 2 HE financial statements or, if such disclosures are inadequate,
AEE BREBEEENE to modify our opinion. Our conclusions are based on the
BHEETARTTZ B R - R1T2 & H audit evidence obtained up to the date of our auditor’s
EERNZEAMIRER IEPARGZ report. However, future events or conditions may cause the
BEIZRE - A RREMHRE Group to cease to continue as a going concern.
MAEEBY BEEETRRFBEE
e o

. HERFREHMBEERE BRI K . Evaluate the overall presentation, structure and content
TR EBEBNRNE  BEEE- of the consolidated financial statements, including the
NREGEEVBREESEHR S disclosures, and whether the consolidated financial
ZHHEBERXZMEY - statements represent the underlying transactions and

events in a manner that achieves fair presentation.

. B OEEEARRREBREHZ . Obtain sufficient appropriate audit evidence regarding the
HMBEHERRZRE BEZERZR financial information of the entities or business activities
BE - NEEGEE NGRS within the Group to express an opinion on the consolidated
XER AXTTEEEEEZRZH financial statements. We are responsible for the direction,
M EBENMNT ATEEZE supervision and performance of the group audit. We
BEEZHEME - remain solely responsible for our audit opinion.

ATHEEREBR(HFABRE)ERLZ We communicate with those charged with governance regarding,

AEEERNRAARERNEZER - among other matters, the planned scope and timing of the

BRERNTEEZFH R LA IZEG 2 audit and significant audit findings, including any significant

FRMERTRE - deficiencies in internal control that we identify during our audit.

RITMAEREBRRIER  KAKRT We also provide those charged with governance with a statement

EReEABYMZEEEXERE that we have complied with relevant ethical requirements

Ko WEHBESEBREIVEAERRAES regarding independence, and to communicate with them all

NEARTEBYEZMBERARREMSE relationships and other matters that may reasonably be thought

B UREERBBRTZEBN & to bear on our independence, and where applicable, related

i safeguards.
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Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements (Continued)

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

The engagement partner on the audit resulting in the
independent auditor’s report is Wong Lam Ching.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

30 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

’sz\

T—hF+=-H=+—HILFE For the year ended 31 December 2019

“E-RE —E-)\F
2019 2018
it 5% TER TAEL
NOTES HK$'000 HK$'000
EXE Revenue 5 10,464,834 12,388,283
HEKR Cost of sales (8,988,537) (10,855,134)
EF Gross profit 1,476,297 1,533,149
HA e A Other income 67,180 55,622
Hi s R A Other gains and losses 7 (67,804) 76,187
HERBAR M & Gain on disposal of subsidiaries 34 162,713 28,406
HERKHEER Selling and distribution expenses (425,028) (449,763)
—BRREITHER General and administrative expenses (644,038) (762,576)
B EHR Finance costs 8 (73,442) (67,512)
A NG Share of results of associates (14,983) (1,199)
BR ¢ A1 i 71 Profit before taxation 480,895 412,314
i IE Taxation 10 (143,821) (157,849)
A 15 7l Profit for the year 337,074 254,465
Hitn 2w (%) W& Other comprehensive (expense) income:
e ENHEAR Items that will not be reclassified to
B@2EE profit or loss:
HEE2IE%M Exchange differences arising on translation
EEVERER to presentation currency (88,832) (252,290
RAAEGAEM Fair value changes on equity instruments
2EKE 2 ER at fair value through other
TAZRAARE comprehensive income
2% 9,930 (4,187)
BEYE BER Transfer of property, plant and equipment
ZEEREME to investment properties
—ERBRH — Surplus on revaluation 4,113 =
— BB — Deferred taxation (1,045) —
(75,834) (256,477)
HENEMmo8EA Items that may be reclassified subsequently to
B@2EE profit or loss:
BemE Ry Fair value changes on hedging instruments
TAZRAARE in cash flow hedge
—fIRBBHEH — Interest rate swap contracts (3,455) (231)
TEBINEBT Exchange differences arising on translation
EEVERER of foreign operations (4,340) (13,226)
(7,795) (13,457)
AFEHEpEEYH Other comprehensive expense for the year (83,629) (269,934)
AEEEAE(TH) Total comprehensive income (expense) for
ek the year 253,445 (15,469)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

BE2 T NF+_-_A=+—HIFE For the year ended 31 December 2019

“E-hE S-S
2019 2018
it 5% TERL THAT
NOTE HK$'000 HK$'000
KEMFIEEDE: Profit for the year attributable to:
AAARE Owners of the Company 272,907 184,805
ERE Non-controlling interests 64,167 69,660
337,074 254,465
AFE2ENE () Total comprehensive income (expense) for the
BEEGNE: year attributable to:
NG Owners of the Company 200,638 (52,236)
FERER Non-controlling interests 52,807 36,767
253,445 (15,469)
SREF Earnings per share 12
—EXK — Basic HK48.4 cents 1l HK32.8 cents &l
— %33 — Diluted HK48.4 cents Bl HK32.8 cents 1l

94 ERCIEEERAT —T—AEEEFH
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Consolidated Statement of Financial Position

R-Z—NF+=-A=+—H At 31 December 2019
—E-NEF —E-N\EF
2019 2018
B 5E FET FA T
NOTES HK$'000 HK$'000
kREBEE Non-current assets
Y BERZE Property, plant and equipment 13 1,956,629 1,558,088
ERA LA Prepaid lease payments 14 — 232,436
"EY Investment properties 15 344,001 252,561
REE QR 2 Interests in associates 16 25,133 23,289
BRARERAEAM Equity instruments at fair value
ZHEKE 2 ES through other comprehensive
TH income 17 21,680 11,750
S Goodwill 18 112,776 112,776
EREE Intangible assets 19 69,044 71,299
BENEBEYE - Deposits paid for acquisition of
B R &2 property, plant and equipment
ko 17,736 102,328
fTEEMITA Derivative financial instruments 24 1,144 3,086
2,548,143 2,367,613
nBEE Current assets
T%’i Inventories 21 947,003 831,485
B S EWRIE R Trade and bills receivables
JE Ut 2 1% 22 2,794,945 3,185,746
H th 8 W AR 3R K Other debtors and prepayments
AR IA 22 372,812 386,416
ENLHEE Prepaid lease payments 14 — 6,333
& W B & A B IR Amounts due from associates 23 22,661 —
PTES rﬁEIﬁ Derivative financial instruments 24 2,261 3,654
ERARERA Debt instrument at fair value
BamzEBIAE through profit or loss 17 55,292 —
5 EIRITF Short-term bank deposits
—R=EAR — with original maturity within
2 8 three months 25 349,292 208,046
RITEBEES Bank balances and cash 25 660,250 1,127,108
5,204,516 5,748,788
DEAFBELEZ Assets classified as held for sale
BE 26 — 204,309
5,204,516 5,953,097
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R-Z—NF+=-A=+—H At 31 December 2019
—E-hF —ZE—N\F
2019 2018
B 5 FE& T F& T
NOTES HK$'000 HK$'000
RBERE Current liabilities
FE A BR 3 % Creditors and accrued charges
st & A 27 2,028,678 2,077,436
EHEaE Contract liabilities 28 34,423 25,695
JE 15 B K Taxation payables 70,737 61,446
PTESMIA Derivative financial instruments 24 35 —
HEaE Lease liabilities 29 19,271 —
BE— —FREH Borrowings — amount due within
one year 30 805,700 1,320,977
2,958,844 3,485,554
BAMEAEERE 2 Liabilities associated with assets
EERBzEE classified as held for sale 26 — 70,162
2,958,844 3,555,716
RBEERE Net current assets 2,245,672 2,397,381
HEERARBAR Total assets less current
liabilities 4,793,815 4,764,994
FRBEE Non-current liabilities
MmEeMIA Derivative financial instruments 24 85 —
HEAEG Lease liabilities 29 41,979 —
BE— —F&3H Borrowings — amount due after
one year 30 1,173,700 1,319,400
BEEFHBEARE Deferred tax liabilities 31 15,854 11,168
1,231,618 1,330,568
3,562,197 3,434,426
AR G#E Capital and reserves
& A Share capital 32 56,403 56,403
f# 1 Reserves 2,885,076 2,780,323
AATREELER Equity attributable to owners of
the Company 2,941,479 2,836,726
FEBRES Non-controlling interests 620,718 597,700
3,562,197 3,434,426
BExeR = 72& A=+A8it The consolidated financial statements on pages 93 to 268 were
N B TF‘J 93H = F268H Z 4R approved and authorised for issue by the Board of Directors on
LR RE ]IEBL TEEREXE 30 March 2020 and are signed on its behalf by:
BEEREE ETHEE Mr. Ip Chi Shing Mr. Yip Tsz Hin
EF EF DIRECTOR DIRECTOR

EREIEEERAA —T—NFEFH
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Consolidated Statement of Changes in Equity

BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

SRRADIRR
Attributable to owners of the Company
Share Non- Investment Capital ~ Property Non-
Share Share option distributable  Hedging revaluation Translation Legal redemption revaluation  Retained controlling
capital  premium  reserve feserve  reserve  reserve  feserve  reserve  reserve [eserve profits Total  interests Total
FIRK RRE KAER  AXER

k% RftRE WEEER i HRGEE if EXGE  ERER LL] i RERA it FERRE ait
HKSOOD  HKSO00 HKSO0D  HKSO00 HKSOOD HKSO0D  HKSOOD  HKSODD  HKSOD  RKSODD  HKSOOD  HKSODD  HKSOO0  HKSO0D
fér  fAn TR TEn  TEr  TEn  fEr  TEn  TEn TR TEr  TRn TR TEn

(Note 3) (Note b)
(Hista) (H3tb)
R-5-N5-A-R At 1 January 2018 56,389 504902 5,280 67,666 6971 - 25,781 154,456 5416 1761 1844319 2978917 512,61 3551178
KELT Profit for the year - - - - - - - - - - 184,805 184,805 69,660 254 465
RFEESHERAES  bichange diferences arsing on transation
FEEFAEBEEL  topresentation currency that will not be
EXZE reclassified to profit or loss - - - - - - (1939) - - - — (939 (32893 (2990
RASENERMES  Duchange diferences arising on translation of
AENAEERREL foreign operations that may be reclasifed to
EizE proftorloss - - - - - - (132 - - - - (139 - (1329
BEEHFDHRTIEL  Falrvalue change on hedging intruments n cash
MEEY flow hedge = = = = 31 = = = = = - 31 - 31
SARMEE  Fairvalue changes on equity instruments atfar
A7 value through other comprehensive income
_ - . - - e - - - - ] ]
FERE(RE)MARE  Total comprehensive (expense) income for the year - - - - [i2])] (0187 (2368) - - —BRS R2B6) %76 (15469)
Sub-total 56,389 504902 5,280 67,666 6,740 (4181) (16,836) 154,456 5416 7671 200918 2,926,881 609028 3535709
Shares issued at premium upon exercie of share
i options 14 27 (28) - - - - - - - - m - m
REFROMEEZKE  Costincurred in connection with issue of shares - 1) - - - - - - - - - N - N
ABREREARBET Share options cancelledand transfr t retaned
profits - - (490) - - - - - - - 490 - - -
(13 Transfer - - - - - - - 8313 - - 8313) - - -
g Dividends paid to owners of the Company - - - - - - - - - - (%0,227) 90,227) - 90,227)
Dividends paid to non-controlling sharefolders of
subsidiaries - - - - - - - - - - - - (11,328 (11,328)
{ At 31 December 2018
t2A=1-H 56,403 505,188 4762 67,666 6,740 (4187) (16,83¢6) 162,769 5416 17671 1931134 283,726 597,700 3434426
FEGH Proft for the year - - - - - - - - - - myr 64167 337074
RFEZEHEEAMES  Exchange differences arsing on transation
FEEHAEAREL  topresentation currency that will not be
EiZg redlassified to profit or loss - - - - - - () - - - - () (13600 (8883
RAGENSEMES  Euchange cifferences arsing on tiangltion of
: foreign operations that may be reclassified to
profit or loss - - - - - - (4,340) - - - - (4:340) - (4:340)
Fair value change on hedging instruments in cash
flow hedge - - - - (34 - - - - - - (34 - ()
Falr value changes on equity instruments at fair
value through other comprehensive income
- - - - - 9,930 - - - - - 9,930 - 9,930
Transfer of property, plant and equipment to
Investmen properties
— Surplus on revaluation - - - - - - - - - 4113 - 4113 - 4113
-BEHE — Deferred taxation - - - - - - - - - (1,085) - (1,085) - (1,045)
BERE(R ) RREE  Total comprehensive (expense) income for the year - - - - (3.455) 9930 (81812 - - 3068 2900 200638 5800 253445
5 Sub-total 56403 505,188 4762 67,666 3,285 5783 (98,648) 162,769 5416 120739 2204041 3037364 650507 3,687,871
HEATREIRE Release upon deregistation and disposdl of
HEREE subsidiaries - - - (1880 - - (1531)  (1751) - 58 5,141 - - -
BARREREARBIER Share options cancelledand transfer
to retained profits - - (659) - - - - - - - 659 - - -
L3 Transfer - - - - - (9,930) - 10,080 - - (150) - - -
ERFAARERE Dividends paid to owners of the Company - - - - - - - - - — (95885 (95885) - (95889
BEMEAREERRE  Dividends paid to non-controling shareholders of
RE subsidiares - - - - - - - - - - - — (9789 (29,789)
RZZ-nE At 31 December 2019
tZAz1-H 56403 505,188 4103 48,866 3,85 (4187) (114023 155335 5416 121287 2159806 2941479 620718 3562197
B 2 Notes:
(@ TAIDEKFEEESE TRPEARE (@)  The non-distributable reserve represents capitalisation of retained
B ([ B ) BY 37 2 B B8 A A) % IR & profits of certain subsidiaries established in the People’s Republic
A BEEERN ARZEWE QA of China (the “PRC") for capital re-investment in these subsidiaries
CEARABRERBEATEEZE and funds shall be used to (i) make up prior year losses or (ii)
S (BBAEFEEBBRNVEKNE expand production operations.
B -
by TRIDEKZETEREERD B AINK (b)  The legal reserve is non-distributable and represents the transfer
BRABEBEEHEIMMIE 2 EEE of profits of a subsidiary outside Hong Kong pursuant to the legal
kAN Z s F e requirements in the relevant place of registration.
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Consolidated Statement of Cash Flows

HE2—_Z—NFE+_HA=+—HIFE For the year ended 31 December 2019

ZE2-NF —E-)N\F
2019 2018
FET FHET
HK$'000 HK$'000
REEBFEEZRER Cash flows from operating activities
B B A& A Profit before taxation 480,895 412,314
BLAT A Adjustments for:
mEEE®E Amortisation of intangible assets 2,234 2,061
T+ 78 & B8 5H Release of prepaid lease payments — 6,744
mMZE - BELRZEZ Depreciation of property,
e plant and equipment 160,949 181,158
BREMELAREBEEH 2 Loss (gain) on fair value change of
EiE () investment properties 11,887 (115,771)
HEMN B ARz Wz Gain on disposal of subsidiaries (162,713) (28,406)
HEREHEZEEZ Gain on disposal of assets held for
W % sale — (2,727)
HEHEMIERBDEEZ Gain on disposal of other non-current
U z= asset — (6,460)
M%ER Finance costs 73,442 67,512
ISR ON Interest income (22,723) (11,408)
RAAREFTABRZZ Loss on fair value change on debt
BEBEIREARE instrument at fair value through
2H 2 EE profit or loss 568 —
HE /ZHME  BER Net loss on disposals/written off of
BB EEFE property, plant and equipment 30,298 30,893
REZREEE Impairment loss on goodwill — 642
LS RREE Share of results of associates 14,983 1,199
NN o Impairment loss on interests in
VRN TR associates 12,657 —
2 5 e W 3R IE A 78 A Net impairment loss under expected
EEBRERTZ credit loss model recognised on
ERRBEBRFE trade receivables 1,920 9,017
W E (B E) & E (Reversal of) allowance for slow-
moving inventories (6,482) 5,801
HHETFE Written off of inventories 12,502 16,807
4N BE [ = B4 B 3 73 2R Effect of foreign exchange rate
NARFPESRITEE changes on intra-group balances
ZRE 17,512 25,271
Rt 2 BEE PRI 2K Operating cash flows before movements in
EBBRER working capital 627,929 594,647
FEEmn Increase in inventories (140,520) (8,295)
ESEWFHIE R EWRZE R Decrease in trade and bills receivables 341,608 75,672
H fth 8 Uy BR 3R K Decrease (increase) in other debtors and
B IR A (G5 ) prepayments 2,488 (68,574)
EEREZREERERCHD) (Decrease) increase in creditors and accrued
N charges (91,987) 322,740
AEHEREMNORD) Increase (decrease) in contract liabilities 9,390 (28,733)
EEMEAZESE Cash generated from operations 748,908 887,457
BT REATER PRC Income Tax paid (130,494) (146,223)
KEXBRMEEZFHE Net cash from operating activities 618,414 741,234

EREIEEERAA —T—NFEFH
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Consolidated Statement of Cash Flows

BE-_Z—hNF+-A=+—HIFE For the year ended 31 December 2019

—E-NEF —ZE-N\F
2019 2018
Bt 5 TER T
NOTES HK$'000 HK$'000
REXBRAZ Cash flows used in investing
RER activities
HBEME  BMEX Purchase of property,
& 15 plant and equipment (254,267) (65,216)
AR AREA Acquisition of debt instrument at
BamzE@BIA fair value through profit or loss (55,686) —
R /NC P Capital injection on interests
EmEE in associates (34,461) —
WEEK 2 FE e Net cash outflow of acquisition of
pigas business 33 (11,154) (125,181)
BENEBEYE - Deposits paid for acquisition of
B R &2 property, plant and equipment
B (6,475) (170,928)
M REFTEZ Advance to associates
&% (1.214) —
HEMBARZ Net proceeds from disposal of
FTiS 58 F 5 subsidiaries 34 298,523 38,281
2 W F & Interest received 22,723 11,408
HEME  BER Proceeds from disposal of property,
REBZ B RA plant and equipment 3,769 2,016
BAREZE QA Z Acquisition of interests
HE in associates — (24,501)
AR AREA Acquisition of equity instruments
Hth2HEW &= 2 at fair value through other
EHTA comprehensive income — (11,750)
WARTBN TS Addition to prepaid lease payments — (3,196)
BABRFEEE Acquisition of intangible assets — (1,386)
& E A IER & Proceeds from disposal of other
BEZMERE non-current asset — 11,060
HEDHEAIFHE Proceeds from disposal of assets
HEZ IR classified as non-current assets
BEZBEEZ held for sale
BT 1S 3R 3A — 5,377
REEXEBHAZ Net cash used in investing activities
FHE (38,242) (334,016)
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Consolidated Statement of Cash Flows

HE2—_Z—NFE+_HA=+—HIFE For the year ended 31 December 2019

—E-NF AN
2019 2018
FER FAET
HK$'000 HK$'000
MEXBREELEZ Cash flows from financing
BEeR activities
HigEE Borrowings raised 1,645,044 1,870,704
EEEE Repayment of borrowings (2,306,021) (1,698,732)
B E Dividends paid (95,885) (90,227)
21 F B Interest paid (73,442) (67,512)
[RENEEY-EPNG] Dividends paid to non-controlling
FE 72 BRI R AR B shareholders of subsidiaries (29,789) (11,328)
YHEEERE Payment of lease liabilities (24,190) —
BT IR 7 817 A A Share issue cost paid — (1)
BB ZE Proceeds from issue of shares
KIE — 273
MEXB (PR Net cash (used in) from financing
EEZFRS activities (884,283) 3,177
ReERREFREF Net (decrease) increase in cash and
Ok 4) 32 0 cash equivalents (304,111) 410,395
FUzHe kB Cash and cash equivalents at
5 beginning of the year 1,335,154 946,074
EBADHEBIFE Cash transferred to assets classified as
HEZEEZRS held for sale — (135)
INPEFE R B)FTEE &£ Effect of foreign exchange rate
- changes (21,501) (21,180)
FRZAETRRE Cash and cash equivalents at end
£5 of the year 1,009,542 1,335,154
ReMRESERELEH  Analysis of balances of cash and cash
o equivalents
R=EARIE =z Short-term bank deposits with
5 AEIRITIE original maturity within three
months 349,292 208,046
RITHEBRE S Bank balances and cash 660,250 1,127,108
1,009,542 1,335,154

EREIEEERAA —T—NFEFH
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Notes to the Consolidated Financial Statements

—REHR

AR A—HERSHBEMK
T2 EBERF  HBHRES
B A RS HA R AR (85 )
L ARAZEMBEFERE
T RAERATE
PO B -

FEMBREAETES  MA
RBEZNEEBEBARE - AR
RAEBETIEFREEREN 2
RE - RERARA R —HKH
RERXMEmzRARAA - mA
ARBAIREEMLREE

ARABR—HEREERRAR K
TEMBRARINREHRERESE
BE - 2E - mBRIEER A
EYMERERFTHEERR -

BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

1.

GENERAL

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

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

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

BE2 T NF+_-_A=+—HIFE For the year ended 31 December 2019

2.

FE R # ] &R M
BELEAREEME
HEERZIEE]

RAEFEBRHERZ
MAERUMBREEN
REBMBREENZ
(-]

RAEFE AEEEREAAT
SR HE e )
EBMERELAREBY G

AT £

2.

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

New and Amendments to HKFRSs
that are mandatorily effective for
the current year

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

EEMBREEN HE HKFRS 16 Leases
£165

BEABRNBRE AEHEB 2 REY HK(IFRIC) — Int 23 Uncertainty over Income Tax
2EZE8) Treatments
—2BEBR

EREMBREEN ABAREZEAEN Amendments to  Prepayment Features with Negative
F9HK 2 BT Bt HKFRS 9 Compensation

BB g e AEET BRAREE Amendments to  Plan Amendment, Curtailment or
F19% 27 HKAS 19 Settlement

BRI ER REEARARAELE Amendments to  Long-term Interests in Associates and
F28% 28] ZRBRER HKAS 28 Joint Ventures

BENBRS EEMBREEN-F Amendments to  Annual Improvements to
B8 283 —hEE-T-tf HKFRSs HKFRSs 2015-2017 Cycle

ARz EENE
BTt &SN - RAFEE AT Except as described below, the application of the new

ERMBREENARETEY
BREENZEFTREEY K
SEAXAFERBEFEZHHK

and amendments to HKFRSs and the interpretation in the
current year has had no material impact on the Group'’s
financial positions and performance for the current and

MRRARERBRAR SRR E T prior years and/or on the disclosures set out in these
WMEMF 2 HEEFTELEERKN consolidated financial statements.

2088 o

=

ERCIKEERAT —T-NFEFR
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BRMBHREER
E1655HE |

REFE AREEREAED
B WS R HE16%E - BB
WEEASEIGHMAE S & it
B SE178% [0 & I(T5 8 & 5t A
E7RDRIBMERIE -

HEZER
AEBEEEATEENE 5L
TR E B EE G &R B175%
EEEBBRYBEREREZE
B)—REFIREERHERD
BREEIBNRHEHEZANRE
REEMBHRELRFI65E - M
WEHEMAERBHARNSESH
EZAMERAZER - Bt &
SEYESEHAGERNHER
HHRMEFEZRA -

HRE—_FT-hF—A Bz
BRIV EERZ2EH  AKER
FEANEDEEHERRR
EAREMBHEERF165%E A H
ZRERBEEZESR °

EREABA

AEBREHEATERBR
EEBF165% - LA YBEM B
H-Z-NF-A-BHRZH

=77
T

RZTE—NEF—A—8 &x%5H
FREAB AV RS ERSE
165k C8(b)(ii) 2 18 & % HF T R 58
NHEEBEBERFAREE(RE
HERRERMBEMNLHES K
ARZHBEEREAR)  RYR
fEFR B 2 E =% R
BafER LEERTTFE
B e
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Notes to the Consolidated Financial Statements

BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

2.

2.1

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

HKFRS 16 “Leases”

The Group has applied HKFRS 16 for the first time in the
current year. HKFRS 16 superseded HKAS 17 “Leases”
("HKAS 17"), and the related interpretations.

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.

As at 1 January 2019, the Group recognised additional
lease liabilities and right-of-use assets at amounts equal to
the related lease liabilities adjusted by any prepaid lease
payments by applying HKFRS 16.C8(b)(ii) transition. 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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Notes to the Consolidated Financial Statements

HE2—_Z—NFE+_HA=+—HIFE For the year ended 31 December 2019

2.

2.1

FER#HITE BB
WEERRE B MK
WEERZ2&FT @

EBMBEHREER
F165E[FHE |2
ERABAE)

BB E BRI B OB B S 4R
o B H1655 18 B 45 15 BB W
FER  AEEEEEEINAS
AHMHBZERT BEEMESE
HEHENBIBEE B TR
BRSO EARSHE S MER
P B AT AT HE B T 0 -

. EEBETRBEEFHRHY
mER B RIEARN
ER2HNERRATHEE
ENMBEAE:

i. FERVEERBHZE
RAEBERBBNBER
XA

ii. HREULERETEH
HUBBEEBENAAESR
HOUFHSFEFH2HEHRSE
JERAE B K- B8EH
T BARPEARLME
(FEDYWEZEZ THE
RN RN EEE
E R

v. EREVRERAHZE
ERBER EREELSE
B mEH R AR LR
ZHEZHESFH -

REFSPEAKEHRNEZHE
BREEAEGER AEEDER
RYBERBEHEREEARZ
EREENX - HESE AR M
FER 2 FHIEEEERNENFR
4.35%Z4.75% 2 & &

ERCIKEERAT —T-NFEFR

2.

2.1

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

HKFRS 16 “Leases” (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

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.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group entities
at the date of initial application. The average incremental
borrowing rates applied by the relevant group entities

range from 4.35% to 4.75%.
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Notes to the Consolidated Financial Statements

HE2—_Z—NE+_A=+—HIEJE For the year ended 31 December 2019

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

2.1 HKFRS 16 “Leases” (Continued)

F165:HE o
EREABA®E As a lessee (Continued)
R=ZT—hF
—HA—8
At 1 January
2019
T T
HK$'000
RZE—N\F+=-_A=+—H Operating lease commitments disclosed
EREKEHERE as at 31 December 2018 84,383
BoERHE —RHEE Less: Recognition exemption — short-term leases (497)
83,886
RZZE-NFE—A—RHERAR Lease liabilities discounted at relevant
B S I5 HRE 2RI 1655 incremental borrowing rates relating to
HRAEEALCEHEREARES operating leases recognised upon application
BEMEXUPR2AEEE of HKFRS 16 as at 1 January 2019 70,210
AR Analysed as
Vi) Current 15,827
ER B Non-current 54,383

70,210
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HE2—_Z—NFE+_HA=+—HIFE For the year ended 31 December 2019
2. ERAMAERYE 2. APPLICATION OF NEW AND
REERREBYK AMENDMENTS TO HONG
HEER 2B @ KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continuea)
21 /% E\j Z% i& %—/;E—,E\ 2.1 HKFRS 16 “Leases” (Continued)
F165:HE Jo
ERERBA®E As a lessee (Continued)
FRAEEER-_Z - —H— The carrying amount of right-of-use assets as at 1 January
AzBEESBEWNT: 2019 comprises the following:
FRAEEE
Right-of-use
assets
FA& T
HK$'000
JERE B %R EERE165E  Right-of-use assets relating to operating leases
HREALEHEZ recognised upon application of HKFRS 16
EREEE 70,210
HENEHBEESEFHFH B E)  Reclassified from prepaid lease payments (Note) 238,769
308,979
BRI By class:
HE L Leasehold land 238,769
THEWE Leased properties 70,210
308,979
fizt: RZBE-—NFF+ZA=+— Note: Upfront payments for leasehold lands in the PRC were
H: REMEE L2508 classified as prepaid lease payments as at 31 December
ROBERARBENTHES - B 2018. Upon application of HKFRS 16, the non-current and
FE A BB ®E %R 16 current portion of prepaid lease payments amounting to
SRE AL ES ZIER HK$232,436,000 and HK$6,333,000 respectively were
&) %8 9232,436,0007% 7T & 7t reclassified to right-of-use assets.

&) %8 96,333,000 7T & E #7
DERERAEEE -
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

2.

2.1

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

HKFRS 16 “Leases” (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.

Upon application of HKFRS 16, new lease contracts entered
into but commence after the date of initial application
relating to the same underlying assets under existing
lease contracts are accounted as if the existing leases are
modified as at 1 January 2019. The application has had no
impact on the Group’s consolidated statement of financial
position at 1 January 2019. However, effective 1 January
2019, lease payments relating to the revised lease term
after modification are recognised as income on straight-
line basis over the extended lease term.
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2. EAHIBBMK
WEERRE B MK
WEERZ2&FT @

21 ERMEHREER
F165%[HE =)
EBHBAE)
NoE-—n&E—A—B2EAH
BRRNENBERZ SEEET
BB W RREAT RS

2.

2.1

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

HKFRS 16 “Leases” (continued)

As a lessor (continued)

The following adjustments were made to the amounts
recognised in the consolidated statement of financial
position at 1 January 2019. Line items that were not

2T o affected by the changes have not been included.
RiE
EBRBRE
ER2|/RA Z R 165 R
—E-N\F —E-hE
+=ZA=+—H —A—B%2
ZEEEEH AE FESHE
Carrying
amounts
previously Carrying
reported at amounts under
31 December HKFRS 16 at
2018 Adjustments 1 January 2019
FHIT FTHAT FTHIT
HK$'000 HK$'000 HK$'000
(RBEE Non-current assets
M BENEE  Property, plant and equipment 1,558,088 308,979 1,867,067
LS Prepaid lease payments 232,436 (232,436) =
REBEE Current assets
BLHESE Prepaid lease payments 6,333 (6,333) —
nE AR’ Current liabilities
MEAR Lease liabilities — 15,827 15,827
¥RBEE Non-current liabilities
HEAE Lease liabilities — 54,383 54,383

Mid: ARBEMEZEZZR/RB=_F
—NWEFE+ZRA=+—-BIF
Bz REEBMELRSR
ENMEXHABEBEER_-F
—NF—R—-—BZHHH
RAKRFELEESEE -

108 ERLIEEERAE —T—HEEER

Note: For the purpose of reporting cash flows from operating
activities under indirect method for the year ended 31
December 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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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

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

New and amendments to HKFRSs in
issue but not yet effective

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

HKFRS 17 Insurance Contracts'
Amendments to HKFRS 3 Definition of a Business?

Amendments to HKFRS
10 and HKAS 28

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture?

Amendments to Definition of Material4

HKAS 1 and HKAS 8

Amendments to HKFRS
9, HKAS 39 and
HKFRS 7

Interest Rate Benchmark
Reform#

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

2 Effective for business combinations and asset acquisitions
for which the acquisition date is on or after the beginning
of the first annual period beginning on or after 1 January
2020

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

4 Effective for annual periods beginning on or after 1 January
2020
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2.

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

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

In addition to the above new and amendments to HKFRSs,
a revised Conceptual Framework for Financial Reporting
was issued in 2018. Its consequential amendments, the
Amendments to References to the Conceptual Framework
in HKFRS Standards, will be effective for annual periods
beginning on or after 1 January 2020.

Except for the amendments to HKFRSs and Conceptual
Framework mentioned below, the directors of the
Company anticipate that the application of all other new
and amendments to HKFRSs will have no material impact
on the consolidated financial statements in the foreseeable
future.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

Amendments to HKAS 1 and HKAS 8
“Definition of Material”

The amendments provide refinements to the definition of
material by including additional guidance and explanations
in making materiality judgments. In particular, the
amendments:

o include the concept of “obscuring” material
information in which the effect is similar to omitting
or misstating the information;

3 replace threshold for materiality influencing users
from “could influence” to “could reasonably be
expected to influence”; and

o include the use of the phrase “primary users”
rather than simply referring to “users” which
was considered too broad when deciding what
information to disclose in the financial statements.

The amendments also align the definition across all HKFRSs
and will be mandatorily effective for the Group’s annual
period beginning on 1 January 2020. The application of
the amendments is not expected to have significant impact
on the financial position and performance of the Group
but may affect the presentation and disclosures in the
consolidated financial statements.
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2.

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

Conceptual Framework for
Financial Reporting 2018 (the “New
Framework”) and the Amendments
to References to the Conceptual
Framework in HKFRS Standards

The New Framework:

o reintroduces the terms stewardship and prudence;

3 introduces a new asset definition that focuses on
rights and a new liability definition that is likely to
be broader than the definition it replaces, but does
not change the distinction between a liability and an
equity instrument;

. discusses historical cost and current value measures,
and provides additional guidance on how to select a
measurement basis for a particular asset or liability;



FER#HITE BB
WEERRE B MK
HER Z21E 5] @)

—E-NFHBEREH
SEE(HERDR
RMEBUBREER
B ERNEE

s KHUMBRAZIEFE
EErfEm YAERSE
REATHEEREME
s WEAREER
BEREEHAELE 2K
AERAX R

o HmATHEEM - KRILRER -
B EML - HmERARA

M EHRE -

MERCHELREEET  BESR
TEEMBEHRSENARZZ
EEMEHER MBLBAY
BHREEMDERZERZ L
BIRA - ZFBATR_F_FF
—A—BRZ2BRAKRZFEHM
ER AW RFFIRAER - RIDE
He At 7% AE 2R 55 A AR AN 2 R E &
SN - REBRBRIER 2 EX
B ERERBESTERR
FRREMEAENRERELZ
XH - BHHEBR -

2.

B 7 3R & FINANCIAL STATEMENTS

REMBHREMNEE

Notes to the Consolidated Financial Statements

BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

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

Conceptual Framework for
Financial Reporting 2018 (the “New
Framework”) and the Amendments
to References to the Conceptual
Framework in HKFRS Standards
(Continued)

o states that the primary measure of financial
performance is profit or loss, and that only in
exceptional circumstances other comprehensive
income will be used and only for income or expenses
that arise from a change in the current value of an
asset or liability; and

. discusses uncertainty, derecognition, unit of
account, the reporting entity and combined financial
statements.

Consequential amendments have been made so that
references in certain HKFRSs have been updated to the
New Framework, whilst some HKFRSs are still referred to
the previous versions of the framework. These amendments
are effective for annual periods beginning on or after 1
January 2020, with earlier application permitted. Other
than specific standards which still refer to the previous
versions of the framework, the Group will rely on the
New Framework on its effective date in determining the
accounting policies especially for transactions, events or
conditions that are not otherwise dealt with under the
accounting standards.
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3. SIGNIFICANT ACCOUNTING

POLICIES

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

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

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

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
payment”, leasing transactions that are accounted for in
accordance with HKFRS 16 (since 1 January 2019) or HKAS
17 (before application of HKFRS 16), and measurements
that have some similarities to fair value but are not fair
value, such as net realisable value in HKAS 2 “Inventories”
or value in use in HKAS 36 “Impairment of Assets”.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use.
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3.

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

For financial instruments and investment properties which
are transacted at fair value and a valuation technique that
unobservable inputs is to be used to measure fair value in
subsequent periods, the valuation technique is calibrated
so that at initial recognition the results of the valuation
technique equals the transaction price.

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

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

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

° Level 3 inputs are unobservable inputs for the asset
or liability.
The principal accounting policies are set out below.

Basis of consolidation

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

. has power over the investee;

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

o has the ability to use its power to affect its returns.
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—NEFE+=—A=+—HLFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

Basis of consolidation (continuead)

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed
above.

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

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

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

equity, income,
expenses and cash flows relating to transactions

All intragroup assets and liabilities,

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

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to
a proportionate share of net assets of the relevant
subsidiaries upon liquidation.
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3.

SIGNIFICANT ACCOUNTING
POLICI ES (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.

Business combinations

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

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

o deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 “Income Taxes” and HKAS 19 “Employee
Benefits” respectively;
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POLIC'ES (Continued)
Business combinations (continvea)

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

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

3 lease liabilities are recognised and measured at the
present value of the remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except for leases
for which (a) the lease term ends within 12 months
of the acquisition date; or (b) the underlying asset
is of low value. Right-of-use assets are recognised
and measured at the same amount as the relevant
lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared with
market terms.

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

Business combinations (continved)

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

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

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

Goodwill

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

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

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

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

The Group's policy for goodwill arising on the acquisition
of an associate is described below.
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T—NF+=A=+—HIL4Z For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Interests in associates

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

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

An interest in an associate is accounted for using the equity
method from the date on which the investee becomes an
associate. On acquisition of the interest in an associate, any
excess of the cost of the investment over the Group’s share
of the net fair value of the identifiable assets and liabilities
of the investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any excess
of the Group's share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after
reassessment, is recognised immediately in profit or loss in
the period in which the investment is acquired.
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—NEFE+=—A=+—HLFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Interests in associates (continued)

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When
any objective evidence exists, the entire carrying amount of
the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount. Any
impairment loss recognised is not allocated to any asset,
including goodwill, that forms part of the carrying amount
of the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently
increases.

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

Revenue from contracts with
customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is

transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

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

o the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue from contracts with
customers (continued)

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

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

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

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

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

Warranties

If a customer has the option to purchase a warranty
separately, the Group accounts for the warranty as a
separate performance obligation and allocates a portion
of the transaction price to that performance obligation.
If a customer does not have the option to purchase a
warranty separately, the Group accounts for the warranty
in accordance with HKAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” unless the warranty
provides the customer with a service in addition to the
assurance that the product complies with agreed-upon
specifications (i.e. service-type warranties).
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases

Definition of a lease (upon application of
HKFRS 16 in accordance with transitions in
note 2)

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 or arising from
business combinations 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, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently
changed.

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 2)

Allocation of consideration to components of a
contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price
of the lease component and the aggregate stand-alone
price of the non-lease components, including contract
for acquisition of ownership interests of a property which
includes both leasehold land and non-lease building
components, unless such allocation cannot be made
reliably. Non-lease components are separated from lease
component on the basis of their relative stand-alone prices.

Short-term leases

The Group applies the short-term lease recognition
exemption to leases of office 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 or
another systematic basis over the lease term.
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 2) (Continued)

Right-of-use assets

The cost of right-of-use asset includes:

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

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

o any initial direct costs incurred by the Group; and

3 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 of the lease.

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

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 are 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.

The Group presents right-of-use assets that do not meet
the definition of investment property in “property, plant
and equipment”, the same line item within which the
corresponding underlying assets would be presented if they
were owned.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 2) (continued)

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.

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:

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

o variable lease payments that depend on an index or
a rate, initially measured using the index or rate as at
the commencement date; and

o amounts expected to be payable by the Group under
residual value guarantees.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 2) (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.

o 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.

The Group presents lease liabilities as a separate line item
on the consolidated statement of financial position.

Lease modifications

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

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

3 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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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 2) (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.

The Group accounts for the remeasurement of lease
liabilities by making corresponding adjustments to the
relevant right-of-use asset. When the modified contract
contains a lease component and one or more additional
lease or non-lease components, the Group allocates the
consideration in the modified contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price
of the non-lease components.

The Group as a lessee (prior to 1 January
2019)

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

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

Lease incentives relating to operating leases are considered
as integral part of lease payments, the aggregate benefit
of incentives is recognised as a reduction of rental expense
on a straight-line basis.
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Leases (Continued)
The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified
as finance or operating leases. Whenever the terms of
the lease transfer substantially all the risks and rewards
incidental to ownership of an underlying asset to the
lessee, the contract is classified as a finance lease. All other
leases are classified as operating leases.

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset, and such costs are recognised
as an expense on a straight-line basis over the lease term.

Rental income which are derived from the Group’s ordinary
course of business are presented as revenue.

The Group as a lessor (upon application of
HKFRS 16 in accordance with transitions in
note 2)

Allocation of consideration to components of a
contract

When a contract includes both leases and non-lease
components, the Group applies HKFRS 15 to allocate
consideration in a contract to lease and non-lease
components. Non-lease components are separated from
lease component on the basis of their relative stand-alone
selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted for
under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments from lessees.
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SIGNIFICANT ACCOUNTING
POL'CI ES (Continued)

Leases (Continued)

The Group as a lessor (upon application of
HKFRS 16 in accordance with transitions in
note 2) (continued)

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.

Property, plant and equipment

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

Buildings in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include any costs
directly attributable to bringing the asset to the location
and condition necessary for it to be capable of operating
in the manner intended by management and, for qualifying
assets, borrowing costs capitalised in accordance with the
Group's accounting policy. Depreciation of these assets, on
the same basis as other property assets, commences when
the assets are ready for their intended use.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment
(Continued)

Buildings under development for future
owner-occupied purpose

When buildings are in the course of development for
production or for administrative purposes, the amortisation
of prepaid lease payments provided during the construction
period is included as part of costs of buildings under
construction. Buildings under construction are carried at
cost, less any identified impairment losses. Costs include
any costs directly attributable to bringing the asset to the
location and condition necessary for it to be capable of
operating in the manner intended by management and, for
qualifying assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Depreciation of
these assets, on the same basis as other property assets,
commences when the assets are ready for their intended
use.

Ownership interests in leasehold land and
building

When the Group makes payments for ownership interests
of properties which includes both leasehold land and
building elements, the entire consideration is allocated
between the leasehold land and the building elements in
proportion to the relative fair values at initial recognition.

To the extent the allocation of the relevant payments
can be made reliably, interest in leasehold land that is
accounted for as an operating lease is presented as “right-
of-use assets” (upon application of HKFRS 16) or “prepaid
lease payments” (before application of HKFRS 16) in
the consolidated statement of financial position. When
the consideration cannot be allocated reliably between
non-lease building element and undivided interest in
the underlying leasehold land, the entire properties are
classified as property, plant and equipment.
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SIGNIFICANT ACCOUNTING
POL'CI ES (Continued)

Property, plant and equipment
(Continued)

Ownership interests in leasehold land and
building (Continued)

If a property becomes an investment property because its
use has changed as evidenced by end of owner-occupation,
any difference between the carrying amount and the fair
value of that item (including the relevant leasehold land
under HKFRS 16 or prepaid lease payments under HKAS 17)
at the date of transfer is recognised in other comprehensive
income and accumulated in property revaluation reserve.
On the subsequent sale or retirement of the property, the
relevant revaluation reserve will be transferred directly to
retained profits.

Depreciation is recognised so as to write off the cost of
assets other than properties under construction less their
residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

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

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation.

Investment properties are initially measured at cost,
including any directly attributable expenditure. Subsequent
to initial recognition, investment properties are measured
at fair values, adjusted to exclude any prepaid or accrued
operating lease income.
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3.

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Investment properties (continued)

Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the
period in which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposals. Any gain or loss arising on derecognition
of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the
asset) is included in the profit or loss in the period in which
the property is derecognised.

Non-current assets held for sale

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

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

When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment, in
an associate or joint venture, the investment or the portion
of the investment that will be disposed of is classified as
held for sale when the criteria described above are met,
and the Group discontinues the use of the equity method
in relation to the portion that is classified as held for sale
from the time when the investment (or a portion of the
investment) is classified as held for sale.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Non-current assets held for sale
(Continued)

Non-current assets (and disposal groups) classified as
held for sale are measured at the lower of their previous
carrying amount and fair value less costs to sell, except
for financial assets within the scope of HKFRS 9 and
investment properties which continue to be measured
in accordance with the accounting policies as set out in
respective sections.

Intangible assets
Intangible assets acquired separately

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

Intangible assets acquired in a business
combination

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

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

Intangible assets (continvea)

Intangible assets acquired in a business
combination (Continued)

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

Impairment on property, plant and
equipment, right-of-use assets and
intangible assets other than goodwiill

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment,
right-of-use assets and intangible assets with finite useful
lives to determine whether there is any indication that
those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the
impairment loss (if any). Intangible assets with indefinite
useful lives and intangible assets not yet available for use
are tested for impairment at least annually, and whenever
there is an indication that they may be impaired.

The recoverable amount of property, plant and equipment,
right-of-use assets and intangible assets are estimated
individually. When it is not possible to estimate the
recoverable amount individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs.

In addition, the Group assesses whether there is indication
that corporate assets may be impaired. If such indication
exists, corporate assets are also allocated to individual
cash-generating units, when a reasonable and consistent
basis of allocation can be identified, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.
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3.

SIGNIFICANT ACCOUNTING
POL'CI ES (Continued)

Impairment on property, plant and
equipment, right-of-use assets and
intangible assets other than goodwiill
(Continued)

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) for
which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit)
is reduced to its recoverable amount. For corporate assets
or portion of corporate assets which cannot be allocated
on a reasonable and consistent basis to a cash-generating
unit, the Group compares the carrying amount of a group
of cash-generating units, including the carrying amounts
of the corporate assets or portion of corporate assets
allocated to that group of cash-generating units, with
the recoverable amount of the group of cash-generating
units. In allocating the impairment loss, the impairment
loss is allocated first to reduce the carrying amount of
any goodwill (if applicable) and then to the other assets
on a pro-rata basis based on the carrying amount of
each asset in the unit or the group of cash-generating
units. The carrying amount of an asset is not reduced
below the highest of its fair value less costs of disposal (if
measurable), its value in use (if determinable) and zero.
The amount of the impairment loss that would otherwise
have been allocated to the asset is allocated pro rata to the
other assets of the unit or the group of cash-generating
units. An impairment loss is recognised immediately in
profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment on property, plant and
equipment, right-of-use assets and
intangible assets other than goodwiill
(Continued)

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

Inventories

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

Financial instruments

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

Financial instruments (continved)

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

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

Financial assets

Classification and subsequent measurement of
financial assets

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

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

3 the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Financial instruments (continved)
Financial assets (continued)

Classification and subsequent measurement of
financial assets (Continued)

Financial assets that meet the following conditions
are subsequently measured at fair value through other
comprehensive income (“FVTOCI”):

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

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

All other financial assets are subsequently measured at
FVTPL, except that at the date of initial application of
HKFRS 9/initial recognition of a financial asset the Group
may irrevocably elect to present subsequent changes in
fair value of an equity investment in other comprehensive
income if that equity investment is neither held for trading
nor contingent consideration recognised by an acquirer
in a business combination to which HKFRS 3 “Business
Combinations” applies.

A financial asset is held for trading if:

o it has been acquired principally for the purpose of
selling in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of

short-term profit-taking; or

o it is a derivative that is not designated and effective
as a hedging instrument.
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POLIC' ES (Continued)

Financial instruments (continved)
Financial assets (continued)

Classification and subsequent measurement of
financial assets (Continued)

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised
cost or FVTOCI as measured at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch.

Amortised cost and interest income

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

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and losses
arising from changes in fair value recognised in other
comprehensive income and accumulated in the investment
revaluation reserve; and are not subject to impairment
assessment. The cumulative gain or loss will not be
reclassified to profit or loss on disposal of the equity
investments, and will be transferred to retained profits.
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T—NFE+=A=+—HIL4Z For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Financial instruments (continved)
Financial assets (continued)

Equity instruments designated as at FVTOCI
(Continued)

Dividends from these investments in equity instruments
are recognised in profit or loss when the Group’s right to
receive the dividends is established, unless the dividends
clearly represent a recovery of part of the cost of the
investment. Dividends are included in the “other income”
line item in profit or loss.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the
end of each reporting period, with any fair value gains
or losses recognised in profit or loss. The net gain or loss
recognised in profit or loss includes interest earned but
excludes any dividend earned on the financial asset and is
included in the “other gains and losses” line item in profit
or loss.

Impairment of financial assets

The Group performs impairment assessment under
expected credit loss (“ECL”) model on financial assets
(including trade and bills receivables,
amounts due from associates, short-term bank deposits

other debtors,

and bank balances) which are subject to impairment
under HKFRS 9. The amount of ECL is updated at each
reporting date to reflect changes in credit risk since initial
recognition.
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3.

FESTHEXRe

3.

SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

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

The Group always recognises lifetime ECL for trade
receivables without significant financing component. The
ECL on these trade receivables are assessed collectively
using a provision matrix with appropriate groupings.

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

(i) Significant increase in credit risk

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

Financial instruments (continved)
Financial assets (continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk (Continued)

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

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

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

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

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

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

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information
that demonstrates otherwise.
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3. SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continved)
Financial assets (continued)

Impairment of financial assets (Continued)

(i)

(ii)

Significant increase in credit risk (Continued)

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

Definition of default

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

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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3. SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Financial instruments (continved)
Financial assets (continued)

Impairment of financial assets (Continued)

(iif)

Credit-impaired financial assets

A financial asset is credit-impaired when one or

more events that have a detrimental impact on the

estimated future cash flows of that financial asset

have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the
following events:

(a)

(b)

(@

(d)

(e)

significant financial difficulty of the issuer or
the borrower;

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

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

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

the disappearance of an active market for that
financial asset because of financial difficulties.
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3. SIGNIFICANT ACCOUNTING
POL'CIES (Continued)

Financial instruments (continved)
Financial assets (continued)

Impairment of financial assets (Continued)

(iv)

Write-off policy

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

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.
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3. SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continvea)
Financial assets (continued)
Impairment of financial assets (Continued)

(v)  Measurement and recognition of ECL (Continued)

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

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

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

. Past-due status;
. Nature, size and industry of debtors; and
o External credit ratings where available.

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

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case
interest income is calculated based on amortised cost
of the financial asset.
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3.

—E—AF+-_A=+—HIEFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

Financial instruments (continued)
Financial liabilities and equity instruments
Classification as debt or equity

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

Equity instruments

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

Financial liabilities at amortised cost

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

Derecognition

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

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (continved)
Derecognition (Continued)

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition to
measure at FVTOCI, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is not
reclassified to profit or loss, but is transferred to retained
profits.

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

Derivative financial instruments

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

Offsetting a financial asset and a financial
liability

A financial asset and a financial liability are offset and
the net amount presented in the consolidated statement
of financial position when, and only when, the Group
currently has a legally enforceable right to set off the
recognised amounts; and intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously.

Hedge accounting

The Group designates certain derivatives as hedging
instruments for cash flow hedges (i.e. interest rate swap
contracts).
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3.

FESTHEXRe

3.

SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

TRI A& Financial instruments (continved)
HrHagtiEw Hedge accounting (Continued)
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At the inception of the hedging relationship, the Group
documents the relationship between the hedging
instrument and hedged item, along with its risk
management objectives and its strategy for undertaking
various hedge transactions. Furthermore, at the inception
of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument is highly
effective in offsetting changes in cash flows of the hedged
item attributable to the hedged risk.

Assessment of hedging relationship and
effectiveness

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

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

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

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

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

Financial instruments (continued)
Hedge accounting (continued)
Cash flow hedges

The effective portion of changes in the fair value of
derivatives and other qualifying hedging instruments
that are designated and qualify as cash flow hedges
are recognised in other comprehensive income and
accumulated under the heading of hedging reserve, limited
to the cumulative change in fair value of the hedged item
from inception of the hedge. The gain or loss relating to
the ineffective portion is recognised immediately in profit
or loss and is included in the “other gains and losses” line
item.

Amounts previously recognised in other comprehensive
income and accumulated in equity are reclassified to profit
or loss in the periods when the hedged item is recognised
in profit or loss, in the same line as the recognised hedged
item. However, when the hedged forecast transaction
results in the recognition of a non-financial asset or a non-
financial liability, the gains and losses previously recognised
in other comprehensive income and accumulated in the
hedging reserve are transferred from the equity (i.e.
hedging reserve) and included in the initial measurement of
the cost of the non-financial asset or non-financial liability.
This transfer does not affect other comprehensive income.
Furthermore, if the Group expects that some or all of the
loss accumulated in the cash flow hedging reserve will not
be recovered in the future, that amount is immediately
reclassified to profit or loss.

Discontinuation of hedge accounting

The Group discontinues hedge accounting prospectively
only when the hedging relationship (or a part thereof)
ceases to meet the qualifying criteria (after rebalancing,
if applicable). This includes instances when the hedging
instrument expires or is sold, terminated or exercised.
Discontinuing hedge accounting can either affect a
hedging relationship in its entirety or only a part of it (in
which case hedge accounting continues for the remainder
of the hedging relationship).
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SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

Financial instruments (continued)
Hedge accounting (continued)
Discontinuation of hedge accounting (Continued)

For cash flow hedge, any gain or loss recognised in other
comprehensive income and accumulated in equity at
that time remains in equity and is recognised when the
forecast transaction is ultimately recognised in profit or
loss. When a forecast transaction is no longer expected to
occur, the gain or loss accumulated in equity is recognised
immediately in profit or loss.

Foreign currencies

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

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



FESTHEXRe

I )
REFIBAMBREMNS A&
BB LB EERAERR
5 H R Y BT B R A A
EE Y 258 EET) - KA
R¥ERZERE S FHERTE -
% 3E B 5 3 2% 23 P P A IR B -
RUEBERT  EARXSAY
BITER o B4 Y B X 28 (0
B)RE A2 E U 2% R R A
HAWERBBETRH (BB
WIEPE R MER)

REBIZEHAREAEER
BINFEB 2 2 e KPR E
RHBEEBMNEBEAZHEL
AETECREEZEHE)E A
RARREEZBAEBRE S
RitcmEEBELEZEREEFH D
BB o i REER DM
BRABAEREHAEEBREY
ZMBAR cEHIEMS - HiZ
LDV RE G RETIE X Z R E 5=
BRIEERER  BETERER
HER -

R-FEZFRAF—F—BHZ®&
7AW BB 7 S 3 755 B BT MR R AT
BRHEEELAZRERARE
HBDERZEBINEERE 2
EERBERE YENABRSE
HRZBITEXNE MELZ
EAZEREMEEREER -

R-ZZFZAF—H—HA - R
BB 51 5 75 B 3L AT MR R TR A
BEEECRAEBRARNERE
DRBRETZIFEEINEIR
BERE YAKRBRAZATES
AR ©

B 7 3R & FINANCIAL STATEMENTS

e MBS

Notes to the Consolidated Financial Statements

BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

3.

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Foreign currencies (continued)

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

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

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

Goodwill and fair value adjustments on identifiable assets
acquired arising on acquisition of foreign operations before
1 January 2005 are treated as non-monetary foreign
currency items of the acquirer and reported using the
historical cost prevailing at the date of the acquisition.
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3.

—E—AF+-_A=+—HIEFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

Borrowing costs

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

Effective 1 January 2019, any specific borrowing that
remain outstanding after the related asset is ready
for its intended use or sale is included in the general
borrowing pool for calculation of capitalisation rate on
general borrowings. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

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

Government grants

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

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

Taxation

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

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit before
taxation because of income or expense that are taxable or
deductible in other years and items that are never taxable
or deductible. The Group’s liability current tax is calculated
using tax rates that have been enacted or substantively
enacted by the end of the reporting period.
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3.

SIGNIFICANT ACCOUNTING
POLICI ES (Continued)

Taxation (Continued)

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

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

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which
the liability is settled or the asset is realised, based on tax
rate (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.
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3.

—E—AF+-_A=+—HIEFE For the year ended 31 December 2019

SIGNIFICANT ACCOUNTING
POLIC' ES (Continued)

Taxation (Continued)

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

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

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.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied to the same taxable entity by the same
taxation authority.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continued)

Current and deferred tax is recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.

Retirement benefit costs

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

Short-term employee benefits

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

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

Share-based payment transactions

Equity-settled share-based payment
transactions

Share options granted to employees

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

Share-based payment transactions
(Continued)

Equity-settled share-based payment
transactions (Continued)

Share options granted to employees (Continued)

The fair value of the equity-settled share-based payments
determined at the grant date without taking into
consideration all non-market vesting conditions is expensed
on a straight-line basis over the vesting period, based
on the Group’'s estimate of equity instruments that will
eventually vest, with a corresponding increase in equity
(share option reserve). At the end of each reporting period,
the Group revises its estimate of the number of equity
instruments expected to vest based on assessment of all
relevant non-market vesting conditions. The impact of the
revision of the original estimates, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to the
share option reserve.

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

CRITICAL ACCOUNTING
JUDGEMENT AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 3, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

CRITICAL ACCOUNTING
JUDGEMENT AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)

The estimates and underlying assumptions are reviewed on
an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

Critical judgements in applying
accounting policies

The followings are the critical judgements, apart from
those involving estimation, that the directors of the
Company have made in the process of applying the Group’s
accounting policies and that have the most significant
effect on the amounts recognised in the consolidated
financial statements.

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities
arising from investment properties that are measured using
the fair value model, the directors of the Company have
reviewed the investment property portfolio of the Group
and concluded that none of the investment properties
of the Group are held under a business model whose
objective is to consume substantially all of the economic
benefits embodied in the investment properties over time.
Therefore, the directors of the Company have determined
that the “sale” presumption that the carrying amounts of
investment properties measured using the fair value model
are recovered entirely through sale is not rebutted. The
Group has not recognised any deferred taxes on changes
in fair value of investment properties located in Hong Kong
to the extent in which the disposals of those investment
properties are not subject to income taxes.

Key sources of estimation
uncertainty

Management had made the following estimations that have
the most significant effect on the amounts recognised in
the consolidated financial statements and a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year.
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CRITICAL ACCOUNTING
JUDGEMENT AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)

Estimated impairment of goodwill
and intangible assets with indefinite
useful lives

Determining whether goodwill and intangible assets with
indefinite useful lives are impaired requires an estimation
of the value in use of the cash-generating units (or group
of cash-generating units) to which goodwill and intangible
assets with indefinite useful lives have been allocated. The
value in use calculation requires the Group to estimate
the future cash flows expected to arise from the cash-
generating unit (or group of cash-generating units) and
a suitable discount rate in order to calculate the present
value. As at 31 December 2019, the carrying amount of
goodwill and intangible assets with indefinite useful lives
were HK$112,776,000 and HK$35,377,000, respectively,
(2018: HK$112,776,000 and HK$35,377,000). Details of the
recoverable amount calculation are disclosed in note 20.

Provision of ECL for trade receivables

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

disclosed in notes 36 and 22.
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CRITICAL ACCOUNTING
JUDGEMENT AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)

Estimated allowance for inventories

The management of the Group reviews an aged analysis
at the end of each reporting period, and makes allowance
for obsolete and slow-moving inventory items identified
that are no longer suitable for use in operation. Estimation
of net realisable value is based on estimated costs of
completion, current market conditions, aging analysis
and subsequent selling prices of the inventories. Where
the net realisable value is less than the carrying amount,
impairment loss may arise. As at 31 December 2019,
the carrying amount of inventories is approximately
HK$947,003,000 (net of allowance for slow-moving
inventories of HK$15,339,000) (2018: HK$831,485,000
(net of allowance for slow-moving inventories of
HK$22,168,000)).

Estimated impairment of interests in
associates

As at 31 December 2019, in view of indication of
impairment, the Group performed impairment assessment
on interests in associates. Determining whether impairment
loss should be recognised requires an estimation of the
recoverable amount of the relevant associates which is the
higher of value in use and fair value less costs of disposal.
The value in use calculation requires the management of
the Group to estimate its share of present value of the
estimated future cash flows expected to be generated
by the associates, including the cash flows from the
operations of the associates. In cases where the actual cash
flows are less or more than expected, or change in facts
and circumstances which result in revision of future cash
flows estimation, a material reversal or further recognition
of impairment may arise, which would be recognised in
profit or loss for the period in which such a reversal or
further recognition takes place.

As at 31 December 2019, the carrying amount of the
interests in associates amounted to HK$25,133,000 (2018:
HK$23,289,000), after taking into account the impairment
of HK$12,657,000 (2018: nil) recognised in profit or loss
during the year.
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4,

CRITICAL ACCOUNTING
JUDGEMENT AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)

Fair value measurements and
valuation processes

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

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

The Group uses valuation techniques that include inputs
that are not based on observable market data to estimate
the fair value of certain types of assets and financial
instruments. Notes 15, 17, 24 and 36 provide detail
information about the valuation techniques, inputs and key
assumptions used in the determination of the fair value of
various assets and liabilities.
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5.

REVENUE AND SEGMENT
INFORMATION

Revenue

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

Segment information

For management purposes, the Group’s reportable
segments under HKFRS 8 included five business divisions,
namely (i) solvents, (ii) coatings, (iii) inks, (iv) lubricants and
(v) properties. These divisions are the basis on which the
Group reports its operating segments information.

During the year ended 31 December 2018, in view of
the continuing significance of the operation of the
properties segment, the Group revised the organisation of
segments that were used to allocate resources and assess
performance, and considered to include a new segment,
namely properties. The basis of measurement of segment
results had been changed by including the segment results
attributable to these properties. There is no change in
reportable and operating segments during the year ended
31 December 2019.

Principal activities of the Group’s reportable segments are

as follows:

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

Coatings — manufacture of and trading in coatings
and related products

Inks — manufacture of and trading in inks and
related products

Lubricants — manufacture of and trading in lubricants
products

Properties =~ — property investment and holding

of the Group's properties not used

for production plants, research and
development, central administration
office, and not used for other operating
segments, including but not limited to
properties for rental
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5. REVENUE AND SEGMENT

INFORMATION (continuea)
Segment information (continveq)

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

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

Segment results represent the profit earned or loss incurred
for the year by each segment without allocation of interest
income, share of results of associates, impairment loss
on interests in associates, 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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REVENUE AND SEGMENT
INFORMATION (Continued)
Segment information (continved)
(a) Segment revenue and results

An analysis of the Group’s revenue and results by
reportable and operating segments for the year

BREESTWAT: under review is as follows:
CEE |
2 2R HE bbb ng  SES ik &8
Reportable
segment
Solvents  Coatings Inks  Lubricants  Properties total Elimination Consolidated
TiEn THER T Tin TiEn THER T Tin
HKS'000 HK$'000 HK$'000 HKS$'000 HKS'000 HK$'000 HK$'000 HKS$'000
BE-Z-A%51=F Yearended

Zt-HLEFE 31 December 2019
AERRE Segment revenue
RPANEEE Revenue from contracts with

customers
—RE-EHE% — sales of goods
ERERHE recognised at
a point of time

HMEE External sales 7,294,264 1,610,154 1,343,175 203,526 — 10,451,119 — 10,451,119

PERHE Inter-segment sales 109,227 67 511 156 = 109,961 (109,961) =
HHEEMA BEE  External rental income,

HEMK fixed lease payments - - - - 13,715 13,715 - 13,715
SEEBSRA Inter-segment rental income,

ErRERHK fixed lease payments - - - - 480 480 (480) -
&7 Total 7,403,491  1,610221 1,343,686 203,682 14,195 10,575,275 (110,441) 10,464,834
£+ Results

PERE Segment results 277,904 56,574 93,824 6,441 140,272 575,015 31 575,046

FERBERREE () Share of results of

associates (note) (14,983)

REEDAZERZ  Impairment loss

REEE (M) on interests

in associates (note) (12,657)
AL ON Unallocated income 24,584
APRER Unallocated expenses (17,653)
BHER Finance costs (73.442)
B A& Profit before taxation 480,895
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5, EXERIEER 5. REVENUE AND SEGMENT
INFORMATION (continved)
PEER Segment information (continved)
) P EEXEREE#®) (a) Segment revenue and results (continued)
EEL
2y B BE AR ng  pEEH ik G4
Reportable
Solvents Coatings Inks  Lubricants  Properties segment total  Elimination ~ Consolidated
TEn Tin Tin TET Tin Tin TEn TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HEZE-NFtZH  Yearended
St-BLEE 31 December 2018
AEEER Segment revenue
REANEEE Revenue from contracts
with customers
—RE-ERE — sale of goods
BAEREE recognised at
a point of time
HiEE External sales 8,806,956 1,826,136 1,474,084 270,499 — 12377675 — 12377675
AERHE Inter-segment sales 140,668 9% 659 70 - 141,491 (141,491) —
BV ETION External rental income - - - - 10,608 10,608 - 10,608
AEEBEHA Inter-segment rental income - - - - 440 a0 (440) -
&% Total 8,947,624 1,826,230 1,474,743 270,569 11,048 12,530.214 (141,931) 12,388,283
& Results
PEFE Segment results 344,689 (6,497) 39,569 (38,660) 138,697 477,798 278 478,076
EL L ON Unallocated income 21,784
APRER Unallocated expenses (20,034)
BBER Finance costs (67512)
B AR R Profit before taxation 412,314
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The revenue from sales of goods are recognised
when control of the goods has transferred, being the
time when the goods have been delivered.

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

Note: During the year ended 31 December 2018, the share
of results of associates was presented as segment
results for lubricants group. The directors of the
Company has revised the organisation of the segment
results of lubricants group and the share of results
of associates and impairment loss on interests in
associates were presented as unallocated business
stream during the year ended 31 December 2019.
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EEHERPEER @ 5. REVENUE AND SEGMENT
INFORMATION (continved)

PEER Segment information (continved)
(b) Hftb&EH (b) Other information
RAEsEERIHEE Amounts included in the measurement of segment
ERNSETY & profit or loss or segment assets:
CES|
BH BH HE BEA ng  AE4: g &4
Reportable
segment
Solvents  Coatings Inks  Lubricants  Properties total  Corporate Consolidated

ThT ThRT ThEn Thn ThT ThRr ThEn Thn
HKS'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000

BE-E-hE Year ended
TZA=t-HLEE  31December 2019

FRYBERE Additions to non-current
(B &) assets (Note) 260,318 47,12 46,131 3,531 - 357,702 36,033 393,735

W% HER&REZ  Depreciation of property,
Vil plant and equipment 59,512 48,145 217 4,403 1477 155,354 5,595 160,949

EWEERS Amortisation of intangible
assets - 1,900 334 - - 2,234 - 2,234

BIENFERES Nt (reversal of) impairment
EEBAERTY loss under expected

BRANESE credit loss model
(BE)H@ recognised on trade
receivables (1,435) (628) (2,723) 6,706 - 1,920 - 1,920
BEEERE/ Allowance for/(reversal of
(BEER) allowance for) slow-
moving inventories 188 (120) (1,075) (5,475) - (6,482) - (6,482)
HHER Written off of inventories 5,040 131 5511 640 - 12,502 - 12,502
LE/EnE - Net loss on disposal/written
HRER#REL off of property, plant and
BEREE equipment 4,469 11 20,906 215 3,885 29,596 702 30,298
HERBATZHE  Gainon disposal of
subsidiaries - - - 6,361 156,352 162,713 - 162,713
RENMZAREESZ  (Gain)loss on fair value
(ha)EB change of investment
properties (111) - - - 11,998 11,887 - 11,887
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5. EXBER 2 EER 5. REVENUE AND SEGMENT
INFORMATION (continved)

TREER @2 Segment information (continved)
(b) H&EHR @) (b) Other information (continued)
S
B 2H hE A nE  AR4: % A
Reportable
Solvents Coatings Inks  Lubricants  Properties segment total  Corporate ~ Consolidated

TERL TERL TERL TEL TERL TERL TERL TERL
HKS000  HKFO0D  HK$'000  HKS'000  HK$000  HKS000  HKFO00  HKS'000

BE-E2-N\% Year ended
tZA=t-BLLEE 31 December 2018
FRYBEERE Additions to non-current
(i3E) assets (Note) 164,527 146,670 39,784 29,129 — 380,110 1433 381,543
N% RERZBEZME Depreciation of property,
plant and equipment 87,606 39,491 39,952 5,090 594 172,733 8,425 181,158
B titHegH Release of prepaid lease
payments 1,491 2,750 945 — 174 5360 1,384 6,744
EVEERE Amortisation of intangible
assets - 1,142 319 — — 2,061 — 2,061

BARUFENES  Netimpairment loss
EEBAERTY (reversal of) under

BRANESE expected credit loss
(BE)H@ model recognised on
trade receivables 13,941 (4,157) (1,289) 522 — 9,017 - 9,017
BHEEER/ Allowance for/(reversal of
(BEER) allowance for) slow-
moving inventories 4,069 (1,775) (103) 3,610 - 5,801 - 5,801
HHERE Witten off of inventories 5420 4,065 4,081 3,241 - 16,807 - 16,807
HELAE Impairment of goodwil 642 = = = = 642 = 642
HE/HENE Net loss on disposal/written
KERSREL off of property, plant and
BREE equipment 2831 2,569 4,138 144 1611 30893 - 30,893
EEBENA5E Share of results of associates — - — 1,199 = 1,199 = 1,199
HELMIERBEE L Gain on disposal of other
Wi non-current assets - - - — - - (6,460) (6,460)
REMENRERHZ  Gainon fair value change of
W investment properties — — - — (115,771)  (115,771) = (115,771)
Wex: ERBEETRESR Note: Non-current assets excluded financial instruments.
BTA-
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5. REVENUE AND SEGMENT
INFORMATION (continvea)
Segment information (continved)

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

BESWHOT segments is as follows:
- | 23 HE bR nE &a
Solvents  Coatings Inks  Lubricants  Properties Consolidated
TAL FAL AL TAL Fin TEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZE-AE At 31 December 2019
t-R=1-A
BE Assets
TERAREE Reportable segment assets 3279021 1344239 1,437,739 133,227 339171 6,533,397
EAANEE Other unallocated assets 1,219,262
GABEE Consolidated total assets 7,752,659
gf Liabilities
EEX DT Reportable segment liabilities 1,181,577 503,762 367,345 43,292 2,573 2,104,549
E B Taxation payables 70,737
ELRBEE Deferred tax liabilities 15,854
AP RAE Other unallocated liabilties 1,999,322
GREEE Consolidated total liabilties 4,190,462
RZB-N% At 31 December 2018
TZA=t-H
EE Assets
NERPBEE Reportable segment assets 3095182 1375517 1,567,502 220,318 456,992 6,715,511
EHARAREE Other unallocated assets 1,605,199
GRBEE Consolidated total assets 8,320,710
af Liabilities
IZRAEAR Reportable segment liabilities 1,262,621 421,224 351,307 44,824 73438 2,153,414
ERHR Taxation payables 61,446
EEREAE Deferred tax liabilities 11,168
EHAIRER Other unallocated liabilties 2,660,256
GRERE Consolidated total liabilities 4,886,284
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5. EXHERTEER »

5. REVENUE AND SEGMENT

TEER 2
(d) s sBERBERIRE

REZDE:

s BREHRTENR R
TRHERRE T4
ERMITAE BARE
AR EEREZ
EamTH RBER
Rzt - BIREE
RNAEIRIERE MR D
REEN FREEE

DEEKREDR R

s BREMBR ELH
BEE TEAERT
A -fEEREMRD
FEa@EHN FERE

DEEKREDHE -

tEER
HE-_ZT-NAF+=-A=1+—H
LEFE REBHINERP Z&
XH BAHI>REAFENER
(MBEXBEZEERAFEH
7)) E & %8 58,698,464,000/8
o (= ZF — )\ :10,200,624,000
BIT) e AEEBEB KI5 IERED
BEMEBEETURBEZE
BEYMEANRYE - BERZE -
ETEHEREBEFREENRITAE
CRMIA)TNRFREGEFEZSE
BEZEBARAEM ) H
% % /2,149,691,000%8 (= =
—)\& :1,861,924,000/%& 7t) °

TEEF
RABREHN - AEE LA E
BIEFERMAREEEALBE
szt

EREIEEERAA —T—NFEFH

INFORMATION (Continued)
Segment information (continveq)

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

segments:

o all assets are allocated to operating segments
other than short-term bank deposits, bank
balances and cash, derivative financial
instruments, equity instruments at FVTOCI,
interests in associates, amounts due from
associates and other unallocated assets; and

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

Geographical information

The Group’s revenue from external customers for the year
ended 31 December 2019 was substantially generated
from customers located in the PRC (place of domicile
of the group entities that derive revenue) amounting
to HK$8,698,464,000 (2018: HK$10,200,624,000).
Substantially all of the Group’s non-current assets
excluding certain investment properties and property, plant
and equipment located in Hong Kong, certain goodwill,
intangible assets and derivative financial instruments
were also located in the PRC (place of domicile of the
group entities that hold such assets) amounting to
HK$2,149,691,000 (2018: HK$1,861,924,000).

Major customers

No individual customer of the Group has contributed
over 10% of the revenue of the Group for both reporting
periods.
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6. EEFMEEEM= 6. DIRECTORS’ REMUNERATION AND
EMPLOYEES' EMOLUMENTS
B KEN T (ZE—NF: The emoluments paid or payable to each of the 8 (2018: 9)
IMNEEFZBEZMEWT : directors were as follows:
YiiES FATES BUf4nES
Non-executive Independent non-executive
Executive directors directors directors
£18 e mtx  EF Ine EEE  EREZ @A) Rit THEEAE
Ho Pak
Yip Ip Ho lp Wong  Wong Ku  Chuen, Management
TszHin ~ Kwan*  SaiHou Chi Shing Yuk?  Kong Chi YuenFun  Patrick? Total  executives
Téx TEn TEn TEzn TEn TEn TEn TRz TE:n TiEn
HK$'000  HKS$'000 HKS$'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000  HK$'000
(GERNED)
(Notec)  (Notec)
HEZE-NE Year ended
tZA=t-BLEE  31December 2019
He Fees - - - - 200 200 200 200 800 -
e Other emoluments
FeRAMRT Salaries and other
(R&a) benefits (Note a) 3,79 1,690 2332 1,476 - - - - 9,292 9,524
A (ED) Discretionary bonus
(Note b) 1,362 643 848 - - - - - 2,853 3339
RIVBHE LR Retirement benefit
scheme contributions m 156 215 - - - - = 648 642
Mot Total emoluments 5,433 2,489 3,395 1,476 200 200 200 200 13,593 13,505
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6. EEFHREEM S 6. DIRECTORS’ REMUNERATION AND
(&) EMPLOYEES' EMOLUMENTS (continvea)
HiTER FHTES BUKHTER
Executive directors Non-executive directors Independent non-executive directors
g1 I@ @Aty ¥R BERe RBT  ERE FEF @AM Ait THEEAE
Ho Pak
Yip Wong Ho Ip Tong Ng Wong Ku  Chuen, Management
Tsz Hin Yuk*  SaiHou  ChiShing WuiTung® SiuPing®  KongChi  YuenFun Patrick® Total  executives
Tér TEr TEnr TEr TEr  TRr  TExr  TEr TR TEx THL
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$'000
(Mo (Ko
(Notec)  (Note ¢
BE-Z-NE  Yearended
+ZB=1-8 31 December 2018
LEE
fe Fees 400 400 400 - 137 200 500 300 "5 245 -
Epie Other emoluments
Gk Salaries and other
B benefits (Note )
(H3ta) 3344 265% 1908 1436 - - - - - 93 10,878
MiEkL Discretionary bonus
(M £b) (Note b) 47 47 4 - - - - - - 141 1,831
RIERIETE  Retirement
s benefit scheme
contributions 235 100 176 — — — — — - 511 678
Hegs Total emoluments 4,026 3,203 2,531 1,436 137 200 500 300 115 12,448 13,387
NERMTATESC M EES The executive directors’ emoluments shown above
LEEREBANG RAEES were mainly for their services in connection with the
BRME 2R o A LA IEH management of the affairs of the Company and the
TEERBIFENTES 2 B Group. The emoluments of the non-executive directors and
CEESRBEESERARAESE independent non-executive directors shown above were
R 2R - mainly for their services as directors of the Company.
EREIEEBERAT —T-HFEEER
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EESFHREENS 6.
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DIRECTORS’' REMUNERATION AND
EMPLOYEES' EMOLUMENTS (continvea)

Notes:

(a) The directors’ salaries and other benefits above
included operating leases rentals of HK$960,000 (2018:
HK$1,310,000) for the year ended 31 December 2019.

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

(c) Mr. Yip Tsz Hin and Mr. Ip Kwan (2018: Mr. Yip Tsz Hin and
Mr. Wong Yuk) were the Chief Executive Officer and Deputy
Chief Executive Officer respectively (2018: the Co-Chief
Executive Officers) of the Company, and their emoluments
disclosed above included those for services rendered by
them as the Chief Executive.

& Appointed as an executive director of the Company with
effect from 1 January 2019.

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

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

a Retired and resigned as an independent non-executive
director of the Company with effect from 1 January 2019.

Appointed as an independent non-executive director of the
Company with effect from 5 June 2018.

Of the five individuals with the highest emoluments in the
Group, two (2018: three) were directors of the Company
whose emoluments are disclosed above. The emoluments
of the remaining three (2018: two) individuals were as
follows:
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6. EEFHREEN=

6. DIRECTORS’ REMUNERATION AND

() EMPLOYEES' EMOLUMENTS (continvea)
—E-NEF —E—N\F
2019 2018
FHE T FB T
HK$'000 HK$'000
e & E MR F Salaries and other benefits 6,215 3,566
) 15 6 41 Discretionary bonus 2,535 2,904
RAK1E Retirement benefits 330 83
9,080 6,553

EMEREHA  NEEL ERA
SEERHFAL(BREES) XN
W EMAKEEMARZHE
KEERARE - WO RBEFH
& AR A E -

HEM3fu(ZF—NF:2f0) AL

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

The emoluments of the remaining three (2018: two)

ZHe&HEMAT : individuals were within the following bands:

—E-NF —E-N\F

2019 2018

EE A" EE A&

Number of Number of

employees employees
2,000,0017% 7& = HK$2,000,001 to HK$2,500,000

2,500,0007% 7T — 1
2,500,001 7t & HK$2,500,001 to HK$3,000,000

3,000,000/ 7T 2 —
3,500,001 T & HK$3,500,001 to HK$4,000,000

4,000,000 T 1 —
4,000,001 T & HK$4,000,001 to HK$4,500,000

4,500,000 7T — 1

3 2

TREEABE(TEREARAES)
ZHeHEMT

ERCIKEERAT —T-NFEFR

The emoluments of the management executives (excluding
the directors of the Company) were within the following
bands:
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6. EEFMEREEM = 6. DIRECTORS’ REMUNERATION AND

(%) EMPLOYEES' EMOLUMENTS (continvea)

—E-NEF —E-N\EF

2019 2018

EE A" EEAH

Number of Number of

employees employees

07 7T 21,000,000/ 7T HK$0 to HK$1,000,000 1 1
1,000,001 7T & HK$1,000,001 to HK$1,500,000

1,500,000/% 7T — 2
1,500,001 7T & HK$1,500,001 to HK$2,000,000

2,000,000/% 7T 2 1
2,000,001/8 7t &= HK$2,000,001 to HK$2,500,000

2,500,0007% 7T — 2
2,500,001/ 7t & HK$2,500,001 to HK$3,000,000

3,000,000/% T 2 —
3,500,001/8 7t & HK$3,500,001 to HK$4,000,000

4,000,000 T 1 —
4,000,001 7T & HK$4,000,001 to HK$4,500,000

4,500,000 7T — 1

6 7
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7. Hbh =Rk EE 7. OTHER GAINS AND LOSSES
AEBZEMKZE(BE) BIE: The Group'’s other gains (losses) comprise of:
—E—NF —ZE-)N\F
2019 2018
TER FAET
HK$'000 HK$'000
SNEE EE A R 2 5 T Net exchange loss arising from foreign
EEXZFERERE currency balances and transactions (10,474) (8,219)
HE FEEWE - BEK& Net loss on disposal/written off of
B EEFE property, plant and equipment (30,298) (30,893)
REE QR 2w 2 Impairment loss recognised on interests
BEERRESE in associates (12,657) =
HEMERNNEEE 2 (Loss) gain on fair value change of
(E518) Wz (M 2%15) investment properties (note 15) (11,887) 115,771
H 5 FE IR R TE E Net impairment losses under ECL model
BFEEBRBREATZ recognised on trade receivables
B HE R OB (E B 1B (1,920) (9,017)
BRAREGFAERZ Loss from change in fair value of debt
BEBIAEAABEESD instrument at FVTPL
2 BB (568) —
BEEERMAEREIE  Impairment loss recognised on goodwill
(Ft3%) (note) — (642)
HERFIEREZEEZ  Gain on disposal of assets held for sale
W & — 2,727
HEEMIERBEE 2 Gain on disposal of other non-current
I = asset — 6,460
(67,804) 76,187
MaZx: RBEEZE=_FT-NF+=A Note: During the year ended 31 December 2018, an impairment
=+—HALEFER BHER loss on goodwill of HK$642,000 was recognised due to
BB 5 KRB 1S L E T AR the termination of the ethanol production business lines of
77 B R A & 18642,0004 solvents segment.
ﬁ o
8. BMIkEA 8. FINANCE COSTS
—B-nFE —F)\F
2019 2018
FER FAT
HK$'000 HK$'000
RITEEZF L Interest on bank borrowings 72,293 68,391
EERFEERKIESM  Netgain arising on interest rate swaps
8 2 | = 45 5 designated as cash flow hedges of
EA W F5E floating rate debts (1,849) (879)
HEBEZHME Interest on lease liabilities 2,998 —
73,442 67,512
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9. PROFIT BEFORE TAXATION

—E-hF —ZE-N\F
2019 2018
FTER FA T
HK$'000 HK$'000
B B R E A TR F1 B T %1 Profit before taxation has been arrived
FIEBEY: at after charging:
Y% - BER&EZITE Depreciation of property, plant and
equipment 160,949 181,158
B REFERERER Less: capitalised in inventories (96,901) (105,844)
64,048 75,314
BEINA  BEESE Staff costs, including directors’
% B (Bt 3 6) remuneration (note 6) 604,621 659,473
B REFERERER Less: capitalised in inventories (211,097) (209,324)
393,524 450,149
HEMEZKERE Operating lease payments in respect of
~F 3 rented premises T3 A N/A 19,518
HHEERAX Short term leases expense 6,866 3@ B N/A
TET 7 & 8 5 Release of prepaid lease payments TR N/A 6,744
EmI A E Amortisation of intangible assets 2,234 2,061
% BX B B & Auditor’s remuneration 3,600 3,100
T B R B Net allowance for slow-moving
inventories — 5,801
MR ARSI ZFEMKA  Cost of inventories recognised as an
expense 8,988,537 10,855,134
FHETE Written off of inventories 12,502 16,807
WEt AT 5 &I : and after crediting:
HHETEEREFRD Net reversal of allowance for
(B 5E) slow-moving inventories (note) 6,482 —
M E WA Interest income 22,723 11,408
EERZBRN#HD < Government grants recognised 16,255 13,600

Mia: ARETHHEMBARE
EHMEARTERE

Bm -

Note: The reversal of allowance recognised on inventories during
R the year as certain slow-moving raw materials were utilised
for production.
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BREBETPBEEERSTOE(RERMR
BREDREERGHREE
G FEMNBARZHRES =
ZENF—H - HER25% °

AEBETRHELLZMER
ANAERERSHRMAEE
RN R R R R
EXER AEEZAEIS%IAE
MK AEEEMBRENFTA
RZERBEBRIIRES -

ENBERERTHREMN B QA
EEZH B WA RYE T H K
BREEZZTEENF—A—HEE
B 2 0% F 2R 2 B R
ZHIE - RBFREZABEWAE
BI% 2B EERBMF - MR
B> ¥FEH AT MIEOHRE
BARMETHEMMBARGKNZ
i AR R 2 R B TEREMNR
HEBEMNFPRARKRREDIKZK
B A R5% 310% 2 % & 5 4 78
HNE o o REBEE_ZT—hF
+—A=+t—BLEER &X&E
EREREMESRERIONZH
ZohHE— KB AR 2 U
2 8 0 Fi #925,864,0007% T (=
T N\F:HEE—HHEBQA
2 U 25 1 521,498,000 7T) °

EREIEEERAA —T—NFEFH

10. % 18 10. TAXATION
—ZE-hEF —E—N\F
2019 2018
FE& T FHB T
HK$'000 HK$'000
BNER R T — R Current tax — PRC

KEEF Current year 81,383 96,987
TE AR Withholding tax 58,780 25,229
140,163 122,216

i XE 5 18 (KT 5E31) Deferred taxation (note 31)
BB Hong Kong 2,149 1,573
i PRC 1,509 34,060
3,658 35,633
143,821 157,849

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

Certain of the Group’s subsidiaries operating in the PRC
are either eligible as High and New Technology Enterprise
or operating in encouraged industries in Western Region
of China, and are entitled to an income tax rate of 15%.
EIT of the PRC has been provided for after taking these tax
incentives into account.

The withholding tax represented taxation recognised
in respect of 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. Furthermore, during the year ended 31
December 2019, the Group recognised the withholding tax
of approximately HK$25,864,000, in respect of the gain on
disposal of a subsidiary (2018: HK$1,498,000 in respect of
gain on transfer of a subsidiary) in the PRC with tax rate of
10% under the EIT Law.



10. ﬁ, IE (%) 10. TAXATION (Continued)
REMEEREREE 2B E TR
BRAREER 2 BT EGTE - rates prevailing in the relevant jurisdictions.

REZHERR RN 2R

BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019
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Taxation arising in other jurisdictions is calculated at the

The charge for the year can be reconciled to the profit

U before taxation as follows:
—E-hF —N&F
2019 2018
FET FHIT
HK$'000 HK$'000
B % B & A Profit before taxation 480,895 412,314
27K b P 15 B B E25% Tax charge at the domestic income tax
(ZE—N\F:25%) rate of 25% (2018: 25%)
AEZHRIEX 120,224 103,079
NA B 2 8% Tax effect of expenses not deductible for
2 tax purposes 33,607 29,279
MARBIWA 2T Tax effect of income not taxable for tax
wa purposes (41,137) (19,516)
KR IEEE 2RI Tax effect of tax losses not recognised
wE 30,965 74,883
£z Al AR BRI Tax effect of utilisation of tax losses
BERE BB E previously not recognised (6,150) (11,877)
ETWEB AR Z@BEME Effect of income tax on concessionary
HAEH 2w &8 rates for certain subsidiaries (51,768) (42,102)
AR DK &N 2 B Effect of withholding tax on undistributed
wE profits 34,711 21,655
HE—FHIBARZ Effect of withholding tax on gain on
Wz BB E disposal of a subsidiary 25,864 —
Ex-—HBA AR 2 Effect of withholding tax on gain on
WmzBNHEE transfer of a subsidiary — 1,498
H A Others (2,495) 950
AN IH Taxation for the year 143,821 157,849
AMWHAERMENDERAER The domestic income tax rate is a tax rate in the jurisdiction

BRABDEBRERDEER 2T
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1. KE 11. DIVIDENDS
—E-NF —E—N\F
2019 2018
FE T FA T
HK$'000 HK$'000
FRERAIKEZEZI S Dividends recognised as distribution
during the year:
ZE-NFHERE: Interim dividend for 2019 of HK7.0
FR7.0EBMWL(=ZE cents (2018: HK6.0 cents) per
—\%F : 6.0/810) share 39,482 33,838
“E-N\FHRKE: Final dividend for 2018 of HK10.0
F10.08 WL (=ZF cents (2018: Final dividend for
—N\F:ZE—+F 2017 of HK10.0 cents) per share
H R AR £10.07 L) 56,403 56,389
95,885 90,227

BEEEEREBEE_E-NFt+=
A=+ BLEFERBEHEERET
BRIBEMZEBRRS BB
4> 1473,323,0005% 7T ° I& B F %
REEERRBFERAS EHE -

ERCIKEERAT —T-NFEFR

Final dividend equivalent to HK13 cents per share totalling
not less than HK$73,323,000, in respect of the year ended
31 December 2019 has been proposed by the directors
and is subject to approval by the shareholders in the
forthcoming annual general meeting.
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12. EARNINGS PER SHARE

following data:

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

—E-hF —ZZE-N\F
2019 2018
THER T T
HK$’000 HK$'000
NN AR R G A Profit for the year attributable to owners
MR ARBRETE of the Company and earnings for the
BREARREE purposes of calculating basic and
B A 2 B F diluted earnings per share 272,907 184,805
iz 1» 88
Number of shares
T & T B
‘000 ‘000
ARFTESRER Weighted average number of shares
& F 2z hn#E F 5 ik 2 for the purpose of calculating basic
earnings per share 564,029 563,933
A EmREEZ Effect of dilutive potential ordinary
BETE: shares:
5 IR Share options — 30
ARctEGREE Weighted average number of shares for
B A 2 hn#E 5 Rk 2 the purpose of calculating diluted
earnings per share 564,029 563,963

ESRBEERFEYEBR
R A) 2 B R #E 24,5368 T &
SONREBIL2THEBETE R
AR —_ET—NEFE_ZT—N\FZ
SHEREZCTEESRRO 2T

BHE -

2019 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

The computation of diluted earnings per share does not
assume the exercise of the Company’s options of exercise
prices of HK$4.536 and HK$5.942 because the exercise
prices of those options were higher than the average
market price for shares for both 2019 and 2018.
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13.9% - &

ERRE

13. PROPERTY, PLANT AND

EQUIPMENT
B %ER
RRIE  HEIH  HENE  BENE BOERE RE HERES Bit
Furniture,
fixtures
Construction  Leasehold Leased Owned  and office Motor  Plant and
in progress land  properties properties equipment  vehicles machinery Total
TAL TAn Thn TEL TAL AL ThL TET
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK§'000 HK$'000 HK$'000
RAE AT COST
RZF-\E-A-R At 1 January 2018 43,444 — — 1,045,526 193,209 38,616 1,357,054 2,682,849
EBAE Currency realignment (3,151) - - (46,925) (7,503) (1,754) (71,595) (130,928)
EEipx | Redlassifications (9,409 - - 9% 9311 - - -
AE Additions 7323 — — 509 10,280 3,876 132,802 154,790
HE/GE Disposals/written off - - — (2,298) (2,944) (6,303) (68,040) (79,585)
WEEBERAE33)  Acquired on acquisition of business
(note 33) — — — — — — 993 993
HE-BHERR Disposal of a subsidiary

(Hi3¥34(d) (note 34(d)) - - - (1,739 - - - (7,739)
ENAEARELE Reclassified as held for sale

(& 26) (note 26) - - - (4,340) (2,492) — (11,525) (18,357)
RZB-N\E At 31 December 2018

+-A=t-H 43,207 — — 984,831 199,861 34,435 1,339,689 2,602,023
RERZEHBERERE  Adjustment upon application of

FIFRAE HKFRS 16 - 217,911 70210 - - - - 348,121
R-Z-n%-A-H At 1 January 2019 (restated)

(mE5)) 43,207 217,91 70,210 984,831 199,861 34,435 1,339,689 2,950,144
LE S Currency realignment (822) (3,591) (1,000) (15,888) (2,458) (2,828) (25,592) (52,179)
ENSR Reclassifications (1,616) = = 1616 — — = —
AE Additions 25,463 — 30,236 76,866 4183 3,935 300,812 441,495
HE /i Disposals/witten off (2,1%) - - (4152) (22,980) (6,782) (37,303) (713413)
EARBNEEEL Surplus on revaluation arising

EfiRE from transfer to investment

properties — — — 4113 — — — 4113
BAREME(WI)  Transfer to investment property

(note 15) - (48,190) - (63,559) - - - (111,749)

HERBAR (H3H34()  Disposal of subsidiaries
(note 34(b)) - - (25,049) - (3,255) - (914) (29,218)

RZZ-NE At 31 December 2019
t-A=t-H 64,036 226,130 74,397 983,827 175,351 28,760 1,576,692 3,129,193
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BMEREZ®E= 13. PROPERTY, PLANT AND
EQUIPMENT (continved)

i £ER
REIR  HELH  HENE  RENE BOZRE RE HERER Ait
Furniture,
fixtures
Construction  Leasehold Leased Owned  and office Motor  Plant and
in progress land  properties properties equipment vehicles  machinery Total

TERL TERL TERL TEL TERL TERL TERL TERL
HKS000  HKFO0D  HK$'000  HKS'000  HKS000  HK$000  HKF'O00  HKS'000

TEREH DEPRECIATION AND

AMORTISATION
R=F-NE-A-H At 1 January 2018 = = — BT 129,9% 31,087 609,289 993,929
LG Currency realignment — — - (13,054) (5,564) (1,459) (41,051) (61,128)
rEHE Depreciation for the year - - - 3,845 17,126 2,095 129,092 181,158
HE/FHERESR Eliminated on disposals/

written off = = = @) (2.402) (5,109) (38,888) (46,676)
HE-BHBARNBES  Eimination on disposal of a

(H3E34(0) subsidiary (note 34(d) = = = (7,325) = = = (7,325)
ENPBARELE Reclassified as held for sale

(Hi3k26) (note 26) - — — (2,883) (2,059) — (11,081) (16,023)
RZE-N\E At 31 December 2018

t-A=1-A - - — 3,863 137,097 26,614 647361 1,043,935
RERBEHEREEE  Adjustment upon application of

F165FHE HKFRS 16 - 39,142 - - - - - 39,142
RZE-NE-f-H At 1 January 2019 (restated)

(B %3)) - 39,142 — 23863 137,097 26,614 647361 1,083,077
LLELS Currency realignment - - (202) (5,307) (1,908) (2,557) (14,727) (24,701)
AEHE Depreciation for the year = 5,718 17,0 30,857 13,183 2,180 91,989 160,949
HE/FHEREH Eliminated on disposals/

written off = - = (1,331) (18,619) (6,334) (13,063) (39,347)
BNREME(KW)  Transfer to investment property

(note 15) — — - (6,900) — — - (6,900)
HEREA RS Elimination on disposal of

(Hi3£34(0)) subsidiaries (note 34(b) = = = = (455) = (59) (514)
RZF-NE At 31 December 2019

t-A=1-A — 44,860 16,820 250,182 129,298 19,903 711501 1,172,564
REE CARRYING VALUES
RZE-NE At 31 December 2019

t-A=1-A 64,036 181,270 57,577 733,645 46,053 8,857 865,191 1,956,629
RZE-NF At 31 December 2018

t-A=1-A 43207 = — 751,98 62,764 7821 692328 1,558,088
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1B.YVE BERKRE2 13.

A LRt 2 W2~ BB KRR
B(TPEEEREIR)IUNERE

BN T FERITE

HELH VAR & 7 1w £ 6 HR
8

BEWE DA &5 H502.5% -
NBEEFE

HEME NHEFHTE

B EBER  45%ZF25%
AE 9% £ 25%
87 55 T i 2% 5%Z20%

PROPERTY, PLANT AND
EQUIPMENT (Continued)

The above items of property, plant and equipment, other
than construction in progress, are depreciated on a
straight-line basis at the following rates per annum:

Leasehold land Over the remaining term of the
lease

Owned properties Over the shorter of the term of
the lease or 2.5%

Leased properties Over the term of lease

Furniture, fixtures and 4.5% to 25%
office equipment

Motor vehicles 9% to 25%

Plant and machinery 5% to 20%

AEBERAEBEA The Group as lessee
FHEEEGIAYE Right-of-use assets (included in property,
HER®ZE) plant and equipment)
HEL i HENE BERMSE &5t
Leasehold Leased Plant and
land  properties machinery Total
FHET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
R=ZZ-N& As at 1 January 2019
—B—H
RE2H Carrying amounts 238,769 70,210 — 308,979
R=ZZB-N& As at 31 December 2019
t=A=+-H
FEH2® Carrying amounts 181,270 57,577 3,717 242,564
HZ-Z—N%E  For the year ended
+=-A=+-H 31 December 2019
LEE
HEEHR Depreciation charge 5,718 17,022 8,374 31,114
HAEFHMNA  Expense relating to short-term
HERinBH leases within and other
BET1218 AR leases with lease terms end
ER S 12 months of the lease
HEREAM commencement date (note)
MEEHEZRAX
(Bt =) 6,866
FHEBHL AL % Total cash outflow for leases 34,054
WEFPBEEE  Additions to right-of-use
assets 42,266

ERCIKEERAT —T-NFEFR
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13. PROPERTY, PLANT AND

EQUIPMENT (Continued)

The Group as lessee (continued)

Right-of-use assets (included in property,
plant and equipment) (Continued)

Note: The Group regularly entered into short-term leases for staff
quarters. As at 31 December 2019, the portfolio of short-
term leases is similar to the portfolio of short-term leases as
disclosed.

For both years, the Group leases plant and machinery
and leasehold land and buildings for its operations. Lease
contracts are entered into for fixed term of 1 year to
21 years. Lease terms are negotiated on an individual
basis and contain a wide range of different terms and
conditions. In determining the lease term and assessing the
length of the non-cancellable period, the Group applies
the definition of a contract and determines the period for
which the contract is enforceable.

In addition, the Group owns several industrial buildings
where its manufacturing facilities are primarily located
and office buildings. The Group is the registered owner of
these property interests, including the underlying leasehold
land. Lump sum payments were made upfront to acquire
these property interests. The leasehold land components of
these owned properties are presented separately only if the
payments made can be allocated reliably.

14. PREPAID LEASE PAYMENTS

—ZT—N\F
2018
FAET
HK$'000

AEBZENTHESBHE: The Group's prepaid lease payments comprised:
R AFE 2 E i Leasehold land located in the PRC 238,769

ERERZE DT Analysed for reporting purposes as:

ERBE E Non-current assets 232,436
mE & E Current assets 6,333
238,769
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15.

ERIEIEERRAE —T—

EALTHBAE e

BEEMALE S 2EEFH
N F20F =504 o

M E2ZF AL R=ZF— A
F-HA-—BERBBEVBREE
A6 E AEBER_F—N\
FH-A=+t—BzEASLHHE
SCEHFDER/VE BEER
i o

REWE
ASEBREERENEET
WAZERAR HemSAY
fi o

HRAAEHESURBREE AR
ZUMEEEEEE  WAKE L&
RZzEMEER M@ E IR
e ZEMHEAKNIL EH IR
HREEERIABAANREESF
HERBBEEMER ZREE -

—NF+=ZA=+—HIEFE For the year ended 31 December 2019

14. PREPAID LEASE PAYMENTS (continvea)

15

The lease term over which the prepaid lease payments are
amortised ranged from 20 years to 50 years.

As detailed in note 2, the Group's prepaid lease payments
as at 31 December 2018 have been reclassified as property,
plant and equipment upon adoption of HKFRS 16 on 1
January 2019.

INVESTMENT PROPERTIES

The Group leases out various offices and warehouses under
operating leases with rentals payable monthly.

The Group is not exposed to foreign currency risk as
a result of the lease arrangements,
denominated in the respective functional currencies of
group entities. The lease contracts do not contain residual
value guarantee or lessee’s option to purchase the property
at the end of lease term.

as all leases are

F& T
HK$'000
A RE FAIR VALUE
R=ZZF—-N\FE—H—H At 1 January 2018 332,771
B AE Currency realignment (3,574)
NI EE N Increase in fair value 115,771
EMOEABELHEZEE Reclassified as assets held for sale (note 26)

(Pt 3% 26) (192,407)
RZZE-NE+HA=+—8 At 31 December 2018 252,561
B Currency realignment (1,522)
NILER D Decrease in fair value (11,887)
BYE MERLEZREZEA(HTE) Transfer from property, plant and equipment (note) 104,849

—h&E+=-A=+—8 At 31 December 2019 344,001

MaE: REBZE —hE+=A
== Eiiﬁm & E
BEHAO>MEZRE W
BHEEBEFBLSE = AR
MASKA - ZEMERSE
BERzAnRBERE®REZ
7 ¥E4,113,0008 T E R ¥ %
BEFEEER

NFEEFH

Note: During the year ended 31 December 2019, the Group
changed the use of certain of its properties and has leased
them out to independent third parties for rental income.
The difference between the fair values of the properties and
their carrying values at date of transfer was recognised in
property revaluation reserve amounting to HK$4,113,000.



15. R & fl% % ()

REBEE=-TE—NEF+=—A=1+—
Eti& CREMEAAREZ
2 (B8R EHEE) 1,887,000
BB T A B & (T A E b U 25
K1) -

AEEEEMER-_FT-—NF
ToA=t—HAZARETIRE
AEBEYEBEEZBIAERE
EHEEMRRERRETZMEE
EE EEEESERIIBMGEE
MEZAFE BYUEEZMER
MREE 7 B AR -

AEEREMER-_FT-NF
TZTA=t+-—HERZ-E-N\F
TZRA=T—BUREYE &
EREGBEEAER ZMEETIER
BEELRZEZEET TRREL
MEAR2BEBEM S LAEL
BHEXZHERATITRELE
HERWAEEE @ XA REA
BRWEREAzTSES ki
EREEERRAGIREE

B BEERLEBREZERBEUL
MZBEOMEROAMSATBER
5 WAEBEER B
ZEUMELH TS BEER
TUHA -

REFAMEZRARER  BE
ZEREERERAEZHSEMNAR -
ETREMEZAECIERE -
AGIBR FEN ERF & ZHE WA
BREEARK -

AEBERBBRPEZKRE
MEZAAREDBBRIARER
%”:%°Wﬁ¢§ﬁﬁﬁkﬁ
BHE=R

’jZL\
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15. INVESTMENT PROPERTIES (continveq)

The change in fair value, being an unrealised loss, on
investment properties amounted to HK$11,887,000 during
the year ended 31 December 2019 is included in profit or
loss (included in other gains and losses).

The fair values of the Group’s investment properties as at
31 December 2019 have been arrived at on the basis of
valuations carried out at the end of the reporting period
by an independent qualified professional valuer, which is
not connected with the Group. The management works
closely with the qualified external valuer to establish the
appropriate valuation techniques and inputs to the model.

The valuation of Group’s investment properties at 31
December 2019 and 31 December 2018, and the date of
transfer from property, plant and equipment was arrived
at by using direct comparison approach assuming sale of
the properties in their existing states with the benefit of
vacant possession and by making reference to comparable
sales transactions as available in the relevant market, or
by using income approach taking into account the current
market rent passing of the property interest with due
provision for any reversionary income potential. The direct
comparison approach is based on market observable recent
transactions of similar properties in similar location. The
income approach is based on market observable recent
rental income of similar properties in similar locations.

In estimating the fair values of the properties, the highest
and best use of the properties is their current use. The fair
values of certain investment properties have been adjusted
to exclude prepaid on accrued operating lease income to
avoid double counting.

The fair values of the Group’s investment properties
situated in Hong Kong and the PRC are classified as Level 3
of the fair value hierarchy. There were no transfers into or
out of Level 3 during both years.
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15. REWE o)

TERHFINR=_ZFE—HLEFE+=A
=+—BERZ=ZZTE—-—N\FE+=A
=t HERNAEETZEERE
MEZAABLERMERZ
iy (B B fir R A B08R) - AR A
ARBEFEERBHEEAZE A

—E—AF+-_A=+—HIEFE For the year ended 31 December 2019

15. INVESTMENT PROPERTIES (continvea)

The following table gives information about how the fair
values of these investment properties as at 31 December
2019 and 31 December 2018 are determined (in particular,
the valuation techniques and inputs used), as well as the
fair value hierarchy into which the fair value measurements
are categorised based on the degree to which the inputs to

BERBEEETOR
Al Z B R e

REREHERRRA
AEERERENEL
KEE

Carrying value of investment

properties held by the Group in the

N EK

R A

=

2

the fair value measurements is observable.

hERTE

Valuation technique(s)

EAEEREGANE

Significant
unobservable input(s)

Y3 E3 DN ¢ E
MEZBR

Relationship of
unobservable inputs
to fair value

consolidated statement Fair value
of financial position hierarchy
RZB-NETZA=T-H
At 31 December 2019
REBZERCIAREREER £=R
AAEEREN RAELFEREN
217,000,000% 7
The whole of Yip's Chemical Building Level 3
together with 4 lorry parking spaces and
4 private car parking spaces in Hong Kong
HK$217,000,000
fiNEBEZEBARIEETHS £=8
22,561,000 70
A certain portions of the 27th Floor of Level 3

Fortis Tower in Hong Kong
HK$22,561,000

188 ERIIEEHRAT

ZE-NFEFR

YNE BHENERERE
FER/AENTETER
ZHEUARE RHBE
LEEERERAGREER
o

Income approach taking into
account the net rental income
of the property derived from
the existing lease
and/or achievable in the
existing market with due
allowance for the reversionary
income potential of the lease.

ERUBE RRERATH
ERE2REEMS LK
BHZARLBHERS

Direct comparison method
assuming sale in their existing
states and by reference to
comparable sales transactions
as available in the relevant
market.

BYARMSRE (RAMAE
BrALBREE  Watkit
HREMENEZ (FImAN
BFRi - BE BRI)N
FAETEBETRANL
£4.0%

Market rent per square feet,
using market direct comparable
and taking into account of
location and other individual
factors such as size, building
facilities, levels, age of
building, etc., which is ranging
from HK$12/sq.ft to
HK$13/50.ft and capitalisation
rate is 4.0%.

BYARER(RRATGEEN
BUREE  UakaERk
EtEBRE(FIMAN - 2
FHRiE - BE BRENT
24,300% L225,700% 7T ©

Price per square feet, using
market direct comparable
and taking into account of
location and other individual
factors such as size, building
facilities, levels, age of
building, etc., which is ranging
from HK$24,300/5q.ft to
HK$25,700/sq.ft.

ERWLNE 1iikAr G
BALLERBER AR

REOAE-

A slight increase in the
market rent per square
feet or a slight decrease
in the capitalisation
rate used will increase
significantly the fair
value.

SYTRERMANAKIE

REAAE:

Asslight increase in the
price per square feet will
increase significantly the
fair value.
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REEHBERRRA
rRERERENEZ

kAR

Carrying value of investment
properties held by the Group in the
consolidated statement

of financial position

==
=

R

)

Fair value
hierarchy
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fERHE

Valuation technique(s)

EAEEBRERANE

Significant
unobservable input(s)

15. INVESTMENT PROPERTIES (continveq)

ES TP PN € 1
MMEZBE

Relationship of
unobservable inputs
to fair value

R REREIMAm 2 BENE
7,261,000 T

Commercial properties in Jiangmen City,
Guangdong Province, the PRC
HK$7,261,000

NP EERRRERIZIRNE
97,179,000/ 7T

Industrial property in Zhangjiang, Pudong
District, Shanghai, the PRC
HK$97,179,000

F=R

Level 3

R
|11
=5

Level 3

BRL®E BREANTH

ERB2RABMS LR
BRCTELBHEERS -

Direct comparison method

assuming sale in their existing
states and by reference to
comparable sales transactions
as available in the relevant
market.

BRLBE RREANTH

ERB2RABMS LR
BRCTELBHEERS -

Direct comparison method

assuming sale in their existing
states and by reference to
comparable sales transactions
as available in the relevant
market.

BLBEE TARBER
EbERIRZ(BImA) - 8

TRIE BE BREINT

7390 T ET520% T ©

Price per square meter, using

market direct comparable and

taking into account of location

and other individual factors
such as size, building facilities,
levels, age of building,

etc., which is ranging from
HK$7,390/5q.m to
HK$7,520/5q.m.

BYTRBR(RATRERT

BLBHE LARBER
EBERIRZ(BImA) - 8

FRIE BE BREINT

12,9007 7T £18,600/5 7T °

Price per square meter, using

market direct comparable
and taking into account of
location and other individual

SYTABR(RATRERT BYNAERMABAR

REAAE-

Asslight increase in the
price per square meter
will increase significantly
the fair value.

BYTRERUARAKRE

REDLE-

Aslight increase in the
price per square meter
will increase significantly
the fair value.

factors such as size, building
facilities, levels, age of
building, etc., which is ranging
from HK$12,900/sg.m to
HK$18,600/sq.m.
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15. REWZ = 15. INVESTMENT PROPERTIES (continvea)

REREHERRRA
AEAfBRENEL fhER R EXEEEER EEREBAYEE
REE MABHRE TEBARE DN ¢ MEZBE
Carrying value of investment
properties held by the Group in the Relationship of
consolidated statement Fair value  Valuation technique(s) and  Significant unobservable inputs
of financial position hierarchy  key input(s) unobservable input(s) to fair value
RIE-N\ETZA=+-H
At 31 December 2018
IREEZERCIAREREER E=8 WA BHRNERENRE STHRTAZARATSE BT ARTSHEMAR
AAEEREN RIALFEREN ER/JENTRTER  BRUBHEHE UHRkH  ARCHERKEAR
230,000,000/ ¢ ZEERARE RAEE  HRERENRZ(GIOAN . RELAME-
/EERSRAGHREER BTRE BE BRI
fe T1.00ETE17008TRE
At E4.0% ©
The whole of Yip's Chemical Building Level 3 Income approach taking into Market rent per square Asslight increase in the

together with 4 lorry parking spaces and 4 account the net rental income

private car parking spaces in Hong Kong

feet, using market direct
comparable and taking into

market rent per square

of the property derived from feet or a slight decrease

HK$230,000,000 the existing lease account of location and other in the capitalisation
and/or achievable in the individual factors such as rate used will increase
existing market with due size, building facilities, levels, significantly the fair
allowance for the reversionary  age of building, etc., which value.

income potential of the lease. ~is ranging from HK$12.00/
sq.ft to HK$17.00/sq.ft and

capitalisation rate is 4.0%.

nEEzERARIEETH EELY
22,561,000/ 7T

ERUBE RRERATH
ERB2RABMS LTH
BRCTELBHEERS -

SYARERFERATSERT SFARERMUABAR
BUBEE THEAER  RBEAAE-
EbERIRZ(BImA) 2
FRIEBE BRZ)NT
24,5007 L 226,500 7T ©

A certain portions of the 27th Floor of Fortis  Level 3 Price per square feet, using

Direct comparison method Aslight increase in the

ERCISERRAA

Tower in Hong Kong
HK$22,561,000

ZE-NFEFR

assuming sale in their existing
states and by reference to
comparable sales transactions
as available in the relevant
market.

market direct comparable

and taking into account of
location and other individual
factors such as size, building
facilities, levels, age of
building, etc., which is ranging
from HK$24,500/50.ft to
HK$26,500/s0.t.

price per square feet will
increase significantly the
fair value.
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16. INTERESTS IN ASSOCIATES

—E-NF —E—N\F
2019 2018
FTER FA T
HK$’000 HK$'000
JE LB & A A& & KA Cost of investment on associates,
unlisted 55,346 24,501
JEMG U B2 BB R Hf  Share of post-acquisition losses and
2HEH other comprehensive expenses (16,182) (1,199)
b AN Il ey Impairment loss recognised on interests
R ZBMEEE in associates (note)
(B 2E) (12,657) —
B Currency realignment (1,374) (13)
25,133 23,289
MisE: RZTE—NE+=A=+— Note: As at 31 December 2019, the carrying amount of the

TN
B REEL AR Z2HEDZER
HeEECRBEBGHE
Al 365 [& = A Bl F B
E—EEAARE -A5H
EEZEEENFZHETK
& YERBEQARZ
FHAEERAEREZER
12,657,000 7T £ & 1 B &
ARz ZBEESE -

interests in associates has been tested for impairment
in accordance with HKAS 36 “Impairment of Assets”
as a single asset. The Group takes into consideration
the estimation of recoverable amount of the associates
and determined that an amount of HK$12,657,000 was
recognised in profit or loss as an impairment loss on
interests in associates based on the value in use of the
associates.
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16. Rt E NI 2= ) 16. INTERESTS IN ASSOCIATES (continued)

RBEBAR AEEBZE QA2 Details of the Group’s associates at the end of the
HIBWMT reporting period are as follows:
rEERER
BELNE AR AMRVER TEEXBE BRAESE 2B TEXHB
Country of Principal place Percentage of equity
Name of associate incorporation of business interest held by the Group Principal activity
—EBE-NE —ZT)N\F
2019 2018
EERSA
Directly held
AL RE S EHE i i 38.58% 27.75% REERRREMH
MR AR A E (M aEa) MERERE
(DAt K% D)
PRC PRC 38.58% 27.75% Investment holding
(note a) and provision of

car maintenance

services
MiEEE
Indirectly held
R KRBT E LS Y i 38.58% 27.75% REABRERSD
MR %5 & R A A (M =£a)
PRC PRC 38.58% 27.75%  Provision of car
(note a) maintenance
services
ARAESEHE B i 38.58% 27.75% REABRERSD
MR %5 E R A Al (M =£a)
PRC PRC 38.58% 27.75%  Provision of car
(note a) maintenance
services
REMAEHE i EY i 38.58% — RUERERERE
AR %5 & R A Al (Fft 734 (b))
PRC PRC 38.58% —  Provision of car
(note 34(b)) maintenance
services
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T—NFE+=A=+—HIL4Z For the year ended 31 December 2019

16. INTERESTS IN ASSOCIATES (continuea)

rEERES
BERNRER EMEVER TELEWBH BREAERZZEAL TEEK
Country of Principal place Percentage of equity
Name of associate incorporation of business interest held by the Group Principal activity
—EB-NEF —N\F
2019 2018
MiEEE#E)
Indirectly held (Continued)
HILTAEBE HE B 38.58% — RESERERS
MR 6 R AE (Ff £34(b))
PRC PRC 38.58% —  Provision of car
(note 34(b)) maintenance
services
AN H e X 38.58% — RESERERS
R E R AT (Ff £34(b))
PRC PRC 38.58% —  Provision of car
(note 34(b)) maintenance
services
&Y ﬁkwﬁﬁ H e X 38.58% — RESERERS
B R A (Ff & 34(b))
PRC PRC 38.58% —  Provision of car
(note 34(b)) maintenance
services
LFIT KB EE H e X 38.58% — RESERERS
R E R AT (Fff & b)
PRC PRC 38.58% —  Provision of car
(note b) maintenance
services
B 5 Notes:

@ AEERBE_Z-AF+=

#

& o
I |

P

e
E=S
N

S+ N

Sl

:'T- BLEFERNERZE
NN N

ERFARNBE_T—NF
A=+—BLERZM

(@)  The Group has acquired additional equity interest of the
associates during the year ended 31 December 2019.

(b)  The associate was incorporated during the year ended 31

December 2019.
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17. B2 A EFFAHAM
ZEHKRBZZER
TH "BDAA/REFA
BEmxzEKIA

17. EQUITY INSTRUMENTS AT

FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME/DEBT
INSTRUMENT AT FAIR VALUE

THROUGH PROFIT OR LOSS

—E-NEF —E-N\EF
2019 2018
THER FAET
HK$000 HK$'000
WAREFAEMET  Equity investments at fair value through
sz BRAEE - other comprehensive income:
— FEETRRARE A — Unlisted equity securities (note a)
(B £ a) 21,680 11,750
BAREGAERZ Debt investment at fair value through
BEBERE : profit or loss:
— BBRINEWED — Debt security listed outside Hong
&% (Y 5EDb) Kong (note b) 55,292 =
Mt Notes:

(@ FETMBRAKREREANEEBER
EEBRBPERLZFARA
RlZBAEZS ARAE=R
EERBEEZXSERERRD
AEFAE M2 RS ZE
= THA RERASEHF
EZERAKEERPER
A& - R=ZFT—-—NF+=A
=t+t—H ZEEzIAH
¥ X Common Good (Cayman)
Holdings Limited ([Common
Good Cayman)) & £ K B 2
Al 23.29% & 7N #E & o R F
A+ Green Monday Holdings
Limited ([Green Monday]) 3%
i B 32 - I % i@ A Common
Good Cayman % 17 7 IR 1E A&
K {8 Uk B Common Good
Cayman 2 fff B A& - Common
Good Cayman A & & & 9 Kk
Green Monday B 17+ R A & @
BHTKE AEERKFER
Green Monday Z0.7% fi% 72 4
2% o

R-T—h&E+-_A=+—8 -
#= T A ZRAMR{E21,680,000
Bt (ZZF — A\ : 11,750,000
BN EBEERIHEE
RGPZBRHMESLZEHE -

ERCIKEERAT —T-NFEFR

(@  The unlisted equity investments represent the Group’s
equity interest in private entities established in HK and
the PRC and the directors of the Company have elected
to designate these investments in equity instruments
at FVTOCI as the Group intends to hold these equity
investments for long term strategic purposes. The equity
instruments comprised of 3.29% equity interests in
Common Good (Cayman) Holdings Limited (“Common Good
Cayman”) and its subsidiaries as at 31 December 2018.
During the year, Green Monday Holdings Limited (“Green
Monday"”) was incorporated and acquired the subsidiaries of
Common Good Cayman by issuing new shares to Common
Good Cayman as consideration. Common Good Cayman
distributed shares of Green Monday to its shareholders and
the Group eventually holds 0.7% equity interests in Green
Monday upon completion of the group restructuring.

As at 31 December 2019, the fair value of the equity
instruments of HK$21,680,000 (2018: HK$11,750,000)
was derived by the management estimation with reference
to the market value of the shares in recent investment
transactions.
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BE-_Z—NF+-_A=+—HIFE For the year ended 31 December 2019

17. EQUITY INSTRUMENTS AT
FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME/DEBT
INSTRUMENT AT FAIR VALUE
THROUGH PROFIT OR LOSS (continued)

Notes: (Continued)

(b) As at 31 December 2019, the fair value of the debt security
was determined based on the quoted price from financial
market supported by observable inputs. During the year
ended 31 December 2019, a decrease in fair value of
HK$568,000 was recognised in profit or loss.

Gk 18. GOODWILL
F& T
HK$'000
A E AT COST
RZE—-\F—H—H At 1 January 2018 71,462
U BB 15 E A (M 5E33) Arising on acquisition of business (note 33) 43,844
R-Z—\F+_-_A=+—HK At31 December 2018 and 31 December 2019
—E—hE+=—A=+—H 115,306
B A IMPAIRMENT
RZE-—\F—H—H At 1 January 2018 1,888
B Impairment 642
R-ZZFE—\F+_-_A=+—HK At31 December 2018 and 31 December 2019
—T—h&+-_A=+—8 2,530
BRHEE CARRYING VALUE
R-ZE—N\F+-_A=+—HK At31 December 2018 and 31 December 2019
—T—h&+-_A=+—8 112,776

EHBmERENAZFBRK
FE204 FE o

Particulars regarding impairment testing of goodwill are
disclosed in note 20.
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19. 8 EE

BEZZ—NF+=—A=+—HIFE For the year ended 31 December 2019

19. INTANGIBLE ASSETS

BER
E R R EFBE F
Trademarks
and patent Customer
brands relationship Total
FHE T T3 7T F& T
HK$'000 HK$'000 HK$'000
A {E AT COST
RZZE—N\F At 1 January 2018
—HA—H 1,952 — 1,952
U B8 3 7% (K 7£33)  Acquisition of business
(note 33) 35,377 36,102 71,479
NE Addition — 1,386 1,386
RZZE—N&F At 31 December 2018
+=—A=+—8 37,329 37,488 74,817
B Currency realignment — (26) (26)
RZZE—NF At 31 December 2019
+=—A=+—~H” 37,329 37,462 74,791
B R AE AMORTISATION AND
IMPAIRMENT
RZZE—-NF At 1 January 2018
—H—H 1,464 — 1,464
B RE Currency realignment — (7) (7)
FAEE Provided for the year 195 1,866 2,061
RZ-ZE—)\F At 31 December 2018
+=—A=+—H” 1,659 1,859 3,518
Bk Currency realignment — (5) (5)
A Provided for the year 195 2,039 2,234
RZZT—NF At 31 December 2019
+=—A=+—8 1,854 3,893 5,747
REE CARRYING VALUES
RZZT—NF At 31 December 2019
+=-—A=+—H 35,475 33,569 69,044
RZZT—N\F At 31 December 2018
+=—BA=+—8 35,670 35,629 71,299
ERCLITEBERATR —ZT-NFEFR
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PRIAE & & F G hE 104
(EBERAE
AFEH)

PR & A @ kg
(ABERAE
FB 4 HR)

EP#EEF 10-194

B

EFARERBEE-_ZFT-N\F
ToA=tT - BLEFERERZE
HBatt— ok BzEFRIE
(FBHNME33) - BPBRIE
HEREEZREEETRERE R
FRZEFPRE-

BAEREMNmBEERMEEZ®
BEE RTELESERT R
ENBE -

REE_ZE—N\F+=-A=1+—
HEFER  ZBRKEEL G
BHRMENBFTUEZEHER
= 5 H835,377,0008 Tt TV A B
ERAIFEAFHCZEREE R
HAAARAEEZRAARNEBAIA
BBEEIBEFRZAREE -
At AEEEBEERLEZERE
EREFMEEBERAERF
H RRAZEWNEREF G E
A ER B TR SR A
SFEE o RHETE A R Z Al A F 5
Al ZERERENGE g #
e R ZEBERENRE
BEFRSEENRE T ED
R ERETRERR -

BRIA S MR EH2E
& 2 2 8 B A M 20
W -
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BE-_Z—hNF+-A=+—HIFE For the year ended 31 December 2019

19. INTANGIBLE ASSETS (continued)

Intangible assets are amortised on a straight-line basis over
the following periods:

Trademarks and patent brands 10 years
(with finite useful life)
Trademarks and patent brands Not amortised
(with indefinite useful life)
Customer relationship 10-19 years
Customer relationship represents the customer relationship
acquired by the Group as part of a business combination
during the year ended 31 December 2018 (details set out
in note 33). Customer relationship represents the customer

list related to coating products under the brand name
Camel.

Trademarks and patent brands represent the brand names
acquired which have high recognition and awareness in the
market.

During the year ended 31 December 2018, the newly
acquired trademarks and patent brands through acquisition
of business (details set out in note 33) amounting
HK$35,377,000 are intangible assets with indefinite useful
life as the directors of the Company are of opinion that
the Group could use the trade name continuously and
has the ability to do so. As a result, the trademarks and
patent brands are considered by the management of the
Group as having an indefinite useful life because they are
expected to contribute to net cash inflows indefinitely. The
trademarks and patent brands will not be amortised until
their useful life is determined to be finite. Instead they will
be tested for impairment annually and whenever there is
an indication that they may be impaired.

Particulars regarding impairment testing of intangible
assets with indefinite useful live are disclosed in note 20.
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—E-NFE+-_A=+—HILFE For the year ended 31 December 2019

20. IMPAIRMENT TESTING ON
GOODWILL AND INTANGIBLE
ASSETS WITH INDEFINITE USEFUL
LIVES

For the purposes of impairment testing, goodwill and
trademarks and patent brands with indefinite useful lives
set out in notes 18 and 19 have been allocated to four
individual cash generating units (CGUs), comprising three
subsidiaries in the solvents segment and five subsidiaries in
the coatings segment. The carrying amounts of goodwill
and trademarks and patent brands with indefinite useful
lives (net of accumulated impairment losses) allocated to

BREFRERBE) DT : these units are as follows:
ARERTEAEHZ
BE HEREFRRE
Trademarks and patent brands with
Goodwill indefinite useful lives
“B-N% 20\ “E-hE —2-0\&
2019 2018 2019 2018
TER FEL TER TET
HKS$'000 HK$'000 HKS$'000 HK$'000
REAE Solvents segment
—IM#GELIZE —IMRGLIER
ARARRIL BRAF and
FIR 34 Bl & IHRARHE R
mARAR BRAT (Unit A)
(BF) 17,343 17,343 - =
—EMEECIAR —EMEELT
RA(EfIL) AR A7 (Uit B) 40,328 40,328 - =
ZRHE Coatings segment
—EAEEH(EE) —ZHT2M(ER)BRRA
BRAR KHELI(ER)ERAH
ZHAENT and ZHEHR(RB)BR
(EB)BRR 28] (Unit €)
AREATRE
() BRAR
(BfIR) 11,261 11,261 - =
—ERRE(EH) — Yip's Camel (Hong Kong) Limited
BRAAR and EE2H (R ER
BE2H A7 (Unit D)
(BB BRAH
(BfiT) 43,844 43,844 35,377 35,377
112,776 112,776 35,377 35,377
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cFABEMERZEME
zﬁﬂﬁ&ﬁﬁﬁéwk/ﬁ
o BEEN T0% E5% (ZF
—N\E N F0% E5%) 2 i KX
ATECEEHEE  BEAFER
BUBARBELREEEYE S
BREBEHEL -

Bz

B 7 3R & FINANCIAL STATEMENTS

e MBS

Notes to the Consolidated Financial Statements

—ZT—AF+=-A=+—HILFE For the year ended 31 December 2019

20. IMPAIRMENT TESTING ON

GOODWILL AND INTANGIBLE
ASSETS WITH INDEFINITE USEFUL
LlVES (Continued)

Unit A

The recoverable amount of this unit has been determined
based on value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by management covering a five-year period (2018: five-
year period), and pre-tax discount rate of 4.40% (2018:
4.70%). The unit’s cash flows beyond the five-year period
(2018: five-year period) are extrapolated using a 2%
(2018: 2%) based on industry growth forecasts. Other key
assumptions for the value in use calculation relate to the
estimation of cash inflows/outflows include budgeted sales
with growth rate ranging from 0% to 5% (2018: ranging
from 0% to 5%), such estimation is based on the unit's
past performance and management’s expectations for the
market development.

During the years ended 31 December 2019 and 31
December 2018, management of the Group determines
that there is no impairment on the unit. Management
believes that any reasonably possible change in any of
these assumptions would not cause the carrying amount of
the unit to exceed its recoverable amount.

Unit B

The recoverable amount of this unit has been determined
based on value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by management covering a five-year period (2018: five-
year period), and pre-tax discount rate of 5.68% (2018:
4.44%). The unit's cash flows beyond the five-year period
(2018: five-year period) are extrapolated using a 2%
(2018: 2%) based on industry growth forecasts. Other key
assumptions for the value in use calculation relate to the
estimation of cash inflows/outflows include budgeted sales
with growth rate ranging from 0% to 5% (2018: ranging
from 0% to 5%), such estimation is based on the unit's
past performance and management’s expectations for the
market development.
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20 HEREBER
AfERFEH 2 &

EEZRENR

BN #)

RBEEZ_ZT-—NF+A=+—
Ak=F—-—NF+=ZA=+—H
LEFERN AEBEEEEETZ
BUIWERE BEERE - F

MZERZHREMSEA

PIregyBENEkmeBEB

HAll = & 58 e

BENVR

bt BAL 2 A U Bl € K 0 E R (E
AEETELET ZiT8%E
FAERKEREHEZ AFH
(Z2—N\F - AEHPKEE
N % B B 3R &R5.05% (=& — N\
F 4300 #ET 2R ERER
B o BRIz AFH(ZE—N\F:
TFEH)BRBESREENITTESE
£ 78 8 LA3% (= ZF — )\ 4F : 3%)
o FRHEBAMEEZEME
EREASRGEFRESREAR
H BREENTF3%E7% (=
—NE:NTF0%E3%) 2 RER
HECHEEHE  BEMGHER
BANBTRALREEEY TS

BREHED -

REBE=ZFT-—NF+=-A=+—
BAk=—ZE—N&E+=-A=+—H
LtFER AEEEREETEZ
BAIWERE TEEMEE T
MZEBRIZLREME EA
BH I ERNBEMNFEE S BB
BEFUE S R o 485 Kk
#9.95% ' MEMBEMEFITE -
Al vl kBl AERE

FEoE -

EREIEEERAA —T—NFEFH

20. IMPAIRMENT TESTING ON

GOODWILL AND INTANGIBLE
ASSETS WITH INDEFINITE USEFUL
LlVES (Continued)

Unit B (Continued)

During the years ended 31 December 2019 and 31
December 2018, management of the Group determines
that there is no impairment on the unit. Management
believes that any reasonably possible change in any of
these assumptions would not cause the carrying amount of
the unit to exceed its recoverable amount.

Unit C

The recoverable amount of this unit has been determined
based on value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by management covering a five-year period (2018: five-
year period), and pre-tax discount rate of 5.05% (2018:
4.30%). The unit’s cash flows beyond the five-year period
(2018: five-year period) are extrapolated using a 3%
(2018: 3%) based on industry growth forecasts. Other key
assumptions for the value in use calculation relate to the
estimation of cash inflows/outflows include budgeted sales
with growth rate ranging from 3% to 7% (2018: ranging
from 0% to 3%), such estimation is based on the unit’s
past performance and management’s expectations for the
market development.

During the years ended 31 December 2019 and 31
December 2018, management of the Group determines
that there is no impairment on the unit. Management
believes that any reasonably possible change in any of
these assumptions would not cause the carrying amount of
the unit to exceed its recoverable amount. If the discount
rate was changed to 9.95%, while other parameters remain
constant, the recoverable amount of the unit would equal
to its carrying amount.
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20. IMPAIRMENT TESTING ON

GOODWILL AND INTANGIBLE
ASSETS WITH INDEFINITE USEFUL
LlVES (Continued)

Unit D

The acquisition of business related to manufacture,
sale, distribution and marketing of coatings under the
trademarks and patent brands of Camel (“Camel”) by Yip’s
Camel (Hong Kong) Limited and &% %l (EBZ)BRE A
Al was completed during the year ended 31 December
2018. The amount of goodwill and trademarks and patent
brands with indefinite useful lives arising as a result of
the acquisition and, as at 31 December 2019 and 31
December 2018 were HK$43,844,000 and HK$35,377,000,
respectively. For the purposes of impairment testing,
trademarks and patent brands with indefinite useful lives
set out above has been allocated to this CGU in coatings
segment.

The recoverable amount of this unit has been determined
based on value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by management covering a five-year period (2018: five-
year period), and pre-tax discount rate of 13.4% (2018:
13.1%). The unit’'s cash flows beyond the five-year period
(2018: five-year period) are extrapolated using a 3%
(2018: 3%) based on industry growth forecasts. Other key
assumptions for the value in use calculation relate to the
estimation of cash inflows/outflows include budgeted sales
with growth rate ranging from 0% to 4% (2018: ranging
from 0% to 3%), such estimation is based on the unit's
past performance and management’s expectations for the
market development.

During the years ended 31 December 2019 and 31
December 2018, management of the Group determines
that there is no impairment on the unit. Management
believes that any reasonably possible change in any of
these assumptions would not cause the carrying amount of
the unit to exceed its recoverable amount. If the discount
rate was changed to 21.6%, while other parameters remain
constant, the recoverable amount of the unit would equal
to its carrying amount.
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21.

22.

—E-NFE+-_A=+—HILFE For the year ended 31 December 2019

78 21. INVENTORIES
—E—-hEF —E—N\EF
2019 2018
FE& T FAT
HK$'000 HK$'000
B Raw materials 603,718 524,936
RS Work in progress 24,011 24,396
25K G Finished goods 319,274 282,153
947,003 831,485

FANBEGFTEREREDY
6,482,000 L (Z T —/\F :
$5 17 & # % : 5,801,000/ jT) &
B F E 412,502,000 T (=
T — J\4E : 16,807,000 7T) 2 7
BRI ETAEERA -

During the year, the reversal of allowance of slow-moving
inventories and written off of inventories amounting to
approximately HK$6,482,000 (2018: allowance of slow-
moving inventories: HK$5,801,000) and HK$12,502,000
(2018: HK$16,807,000), respectively, have been recognised
and included in cost of sales.

BEZEWNREREWK 22. TRADE AND BILLS RECEIVABLES,
ZE HMEWERENR OTHER DEBTORS AND
R FHIE PREPAYMENTS
—E-NEF —F—N\&E
2019 2018
FHET FH& T
HK$'000 HK$'000
B 5 I R Trade receivables
— BFEAH — Contracts with customers 1,475,876 1,657,543
W TEERE BB A ME  Less: Allowance for expected credit
losses (54,930) (65,162)
1,420,946 1,592,381
JE W 2= % Bills receivables
—XFE&H — Contracts with customers 1,373,999 1,593,365
2,794,945 3,185,746

R=ZZE—N\FE—HA—H kREZE
F&#8 2285 EKEECKNR
BEHEEBRAREB REKE
# 9 Bl /1,859,588,000/ T &
1,658,909,0005% 7T °

ERCIKEERAT —T-NFEFR

As at 1 January 2018, trade receivables (before allowance
for expected credit losses) and bills receivables from
contracts with customers amounted to HK$1,859,588,000
and HK$1,658,909,000, respectively.
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2. EZRWRIEREK 22. TRADE AND BILLS RECEIVABLES,

ZE - HiEWERR
RS RE
B S EWRE
R R - 5 M Uk 2K 0 (s

MBEEEBRABRBIEREER
HEINZREDTMT

OTHER DEBTORS AND
PREPAYMENTS (continuea)

Trade receivables

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-NF —E—N\F

2019 2018

F#& T F& T

HK$000 HK$'000

TE=@A 0-3 months 1,180,883 1,332,750
mENEA 4-6 months 181,861 209,019
NE A A E Over 6 months 58,202 50,612
1,420,946 1,592,381

AEERFRESGEPRHENF
0EARZEEH - AEHK
ERTHNRLCERIFZRER
ENEFBREEES -

EEMETAHELA  AREZ
N EEEHRGETHEE
EFZEEER MEFECEE
REEEREREFPEEREER
BLREEEH AEEETH
BEHEPZRE -

RZE—NF+ZA=+—8"
#79% (ZZF —NF:79%) 2 &
5 W KA RE & B T B IR
BE EREABEASEEAK
AZEERHEZS ZS5ESE
WHREEFTAEEERTEEF
ni&o

R-_E—NAFE+=-_A=+—8"
REEBEBZEWHKIES B BE
RERHE & 2 ERERER
B8R M 48 %8 4298,377,00078 T (=
T — J\£E : 341,759,000/ JT) °

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

Before accepting any new customers, the Group has
an internal credit control system to assess the potential
customers’ credit quality and the board of directors
has delegated the management to be responsible for
determination of credit limits and credit approvals for
customers. Limits attributed to customers are reviewed
periodically.

As at 31 December 2019, approximately 79% (2018:
79%) of the trade receivables are neither past due nor
impaired as they were assessed to be of good credit rating
attributable under the credit control system used by the
Group.

As at 31 December 2019, included in the Group's trade
receivables balance are debtors with aggregate carrying
amount of HK$298,377,000 (2018: HK$341,759,000) which
are past due as at the reporting date.
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=

2. E5RBRERER

EZE HauEWERR
EEAFIE )
EwEE

BWRZEEBEARRTALRE
FRNRZRTAHLESR  BE
HiPE F - K& B IR {8 Bl B R
XEPABAIRIT AR Z R1T7 %
RERGBFESDRPFKA -

ZELAXNBELLAER 2R
TERAEZE-—RNEEBETHE
B+ AREH - RITHENIE
ZHHRB AR A RITHEERIT
FEMEBERTRZERT
AGEZREASA -

R—ZZE—NhFE+=-_A=+—8"
AEBHERABES TR
A A [E ZE - & 58 #840,029,000
BT (=ZZ —\F :1,064,173,000
B MAKRSHEEESEN
FE- Bt AEBEERZS
EEEZRITEAALEZZ2EFA
FEWMERE  THRIABMNEEAZ
HERE BEEEEZRITER
[EZ 22 H8A -

HEITREE
UTAEBTHEBLABLE
EREZAREERER - mi
AREYmEEE WS E N
REMEARRROR KM
8 WORE R X BB O 2 R
S Y N et
RASAK KB 2R A B H
RE -

EREIEEERAA —T—NFEFH

—E—AF+-_A=+—HIEFE For the year ended 31 December 2019

22. TRADE AND BILLS RECEIVABLES,

OTHER DEBTORS AND
PREPAYMENTS (continuea)

Bills receivables

Bills receivables represent #R 17 & 3 [E 2 (“banker’s
acceptances”), i.e. time drafts accepted and guaranteed
for payment by the PRC banks. The Group accepts the
settlement of trade receivables by customers using banker’s
acceptances accepted by the PRC banks on a case by case
basis.

These banker’s acceptances are issued to or endorsed to
the Group and with maturity date in general not longer
than twelve months from the date of issuance. The
banker’s acceptances will be settled by the banks, which
are state-owned banks or commercial banks or financial
institutions in the PRC, on the maturity date of such
banker’s acceptances.

At 31 December 2019, the Group endorsed certain
banker’s acceptances with an amount of HK$840,029,000
(2018: HK$1,064,173,000) to creditors to settle the trade
payables to them. The Group continued to include the full
amount of these endorsed banker’s acceptances under
bills receivables and recognised the relevant payable to
creditors until the maturity date of the endorsed banker’s
acceptances.

Transfer of financial assets

The following were the Group’s bills receivables that were
endorsed to suppliers with full recourse. As the Group has
not transferred the significant risks and rewards relating to
these receivables, it continues to recognise the full carrying
amount of these receivables. These receivables are carried
at amortised cost in the Group’s consolidated statement of
financial position.
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22.EFRWFERENR 22.TRADE AND BILLS RECEIVABLES,

EE - -HMEWERN OTHER DEBTORS AND

RIFENRIE ) PREPAYMENTS (continvea)

BEELREE# Transfer of financial assets (continued)
BEETHEBYAESR
THEREZEWESE

Bills receivables endorsed to
suppliers with full recourse

—E-NF —T-N\F
2019 2018
FTERT FAT
HK$'000 HK$'000
EEELERAESE Carrying amount of transferred assets 840,029 1,064,173
HEAEZEREESE Carrying amount of associated liabilities (840,029) (1,064,173)
Hitt B ERR R AN Other debtors and prepayments
MIE
HEmERERERBEMREEXE Other debtors and prepayments mainly consist of payments
BFE B R KIE - E Y it in advance to suppliers, commission receivable from
FEEfe R EEER suppliers and value-added tax recoverable.
Bz - NF+=-A=+—H Details of impairment assessment of trade and bills
LtFEESRERKRFEBERERSE receivables and other debtors for the year ended 31
A K H fth 8 YRR R 2 R 1E AT December 2019 are set out in note 36.
B E N FE36 o
BoREBRIBERERERNUR Included in trade receivables and bill receivables and
HiEWBRERBE T AE@E other debtors are the following amounts denominated in
REINEEEBUIINZ EEEE currencies other than the functional currency of the group
2 RIE entities to which they relate:
—ZE-hF —T-N\F
2019 2018
FTERT FAT
HK$'000 HK$'000
ETT United States dollars (“USD") 55,388 91,011
BT HK$ 3,247 3,100
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23.

24,

FE W Bt & X B 7RI 23.

ZEREBREBHBARE
19,200,000 (/A % ®K &
21,446,000 7T) - AEEKFT - A
R —FRNEE RIRFF E5%ET
B EWBE NRRESEEE
Mg REKAOE3MEA -

AMOUNTS DUE FROM
ASSOCIATES

The amounts included balance of RMB19,200,000
(equivalent to approximately HK$21,446,000) which is
unsecured, repayable within one year and carries interest at
a rate of 5% per annum. The remaining amounts due from
associates are trade nature and aged within 0-3 months.

fTE€mIA 24. DERIVATIVE FINANCIAL
INSTRUMENTS
HE EHE
Current Non-current
—E-nE —E-N\F —E-NE —E-N\F
2019 2018 2019 2018
TR AL TEL TEL
HK$'000 HK$'000 HK$’'000 HK$'000
DY est A EE 2 Derivatives financial assets
ELRMEE under hedge accounting
FIRBHAEL Interest rate swap contracts 2,261 3,654 1,144 3,086
DY hEst kBB 2 Derivatives financial
fTEEMER liabilities under hedge
accounting
FxEHEH Interest rate swap contracts 35 — 85 —

ERCIKEERAT —T-NFEFR




24,

TTEE®MI A

LR & R 8z 7 =X
BHEHN
AEERZEBXRTILS
AR ERHAH - BESTE A
FEBMBEENE - HETHET
FRRTERZAZREDA
BREERE ZEANZKEX
REBRRFHDPRITERZ
fER—H(BIEBEERRTERZ
AL BERMEXESAR) -
ARBEERR/MEIEHANE
SRERT A - WREE &
FEEZEIARRREHT
Ao

BLE R AR E 2R SR E R
mME HHAEEEER - #EZ
E-hE+-A=+—BItFEE -
KBS REPZEHHATAEZAR
% B 55 183,455,000 T (=
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24. DERIVATIVE FINANCIAL

INSTRUMENTS (Continued)

Interest rate swap contracts under
cash flow hedges

The Group entered into a number of interest rate swap
contracts with the commercial banks to minimise its
exposure to cash flow changes of its floating-rate Hong
Kong dollars bank loans from banks by swapping floating
interest rates to fixed interest rates. The terms of these
contracts were negotiated to match with those of the
hedged bank loans with the same notional amounts to
principal amounts of bank loans, currency and interest
rate index. The directors of the Company consider that the
interest rate swap contracts are highly effective hedging
instruments and have designated them as cash flow
hedging instruments for hedge accounting purpose.

The hedges were highly effective in hedging cash flow
exposure to interest rate movements. Fair value change
on hedging instruments in cash flow hedge of loss of
HK$3,455,000 (2018: HK$231,000) for the year ended
31 December 2019 have been recognised in other
comprehensive income and accumulated in hedging
reserve. The directors of the Company expected the
accumulated sum is to be released to profit or loss at
various dates in the coming maturity periods after the
reporting period.
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4. TEERMIA

-3¢ )) 24,

DEERE 2 F=H

EHEN =

PREREER - K sE30FT & 2 18
ERERSREFPE T 2R
& 627,400,000/ T(=ZZ — N\
£ : 821,507,000/ JT) i A R
ERARZANERHEN 2 EE

R

DERIVATIVE FINANCIAL
INSTRUMENTS (Continued)

Interest rate swap contracts under
cash flow hedges (continveq)

Included in borrowings as disclosed in note 30 were bank
loans of HK$627,400,000 (2018: HK$821,507,000) which
were under cash flow hedges and the major terms of the
interest rate swap contracts under cash flow hedges at the
end of the reporting period are as follows:

ik ANHRER WHFE THREE
Notional amount Range of maturity Receive floating Pay fixed
R=ZE-hA&+=A=+-H

At 31 December 2019

50,000,000 7T —Z-ZTF-A-HA-“T-TFMWA—H 7 7T — 8 AHIBOR* 2.82E
HK$50,000,000 2.1.2020-1.4.2020 HK$ 1-month HIBOR* 2.82%
22,400,000 7T —Z-ZTE=f=1t—H 7 T — 8 AHIBOR 194
HK$22,400,000 31.3.2020 HK$ 1-month HIBOR 1.94%
156,250,000 7T —Z-ZF-A-ftA-—E--FWA+AHE 7 7t — {8 AHIBOR 2448
HK$156,250,000 20.1.2020-19.4.2021 HK$ 1-month HIBOR 2.44%
218,750,000 7T —E-_EE-A=t+H-ZE-_-_EWA=-t+hA % 7t — {8 A HIBOR 3.46E
HK$218,750,000 30.1.2020-29.4.2022 HK$ 1-month HIBOR 3.46%
100,000,000 7T —ECEFAAtNA-ZE=FAAZFTZ=H % 7T — 8 AHIBOR 2.68E
HK$100,000,000 24.9.2020-23.6.2023 HK$ 1-month HIBOR 2.68%
80,000,000 7T —E-—f-fAf+-H-ZF-@mF+-A+—H 7% 7t — {8 AHIBOR 314
HK$80,000,000 11.2.2022-11.11.2024 HK$ 1-month HIBOR 3.14%

ERIEIEERRAE =%

—NFEFH
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24. DERIVATIVE FINANCIAL
INSTRUMENTS (Continued)

DR & RE Az F = Interest rate swap contracts under
BEHEHN cash flow hedges (continvea)
[k HNHREE g: 53\ IHER
Notional amount Range of maturity Receive floating Pay fixed
-NF+=-A=+-H
At 31 December 2018
42,857,0007%5 T “NEZAZFTNR-ZE-NFRA=1H 7 70— B AHIBOR 3.05
HK$42,857,000 28.2.2019-30.5.2019 HK$ 1-month HIBOR 3.05%
11,200,000 7. —Z-NE=R=+—H 7 70— {8 A HIBOR 2.22E
HK$11,200,000 31.3.2019 HK$ 1-month HIBOR 2.22%
25,000,000 7T “NEF-RAZ+hAB-ZZ—-nE+A=TAIA 7 70— {8 AHIBOR 3.20E
HK$25,000,000 29.1.2019-29.10.2019 HK$ 1-month HIBOR 3.20%
12,500,000 7T —E—AZH 7 7T — {8 AHIBOR 2.85E
HK$12,500,000 2.1.2019 HK$ 1-month HIBOR 2.85%
150,000,0007% T T NFE—A-B-—F-_ZTFEMA—H 7 70— {8 A HIBOR 2.82E
HK$150,000,000 1.2019-1.4.2020 HK$ 1-month HIBOR 2.82%
111,200,000 7t —E-AF=ZA-tR-—F-_TF=-A=1-H 7 70— B A HIBOR 194

HK$111,200,000

20.3.2019-31.3.2020 HK$ 1-month HIBOR 1.94%

218,750,000 7T —“NE-A-+-B-—E-_—€WMAt+AIH 7 7t — {8 AHIBOR 2448
HK$218,750,000 21.1.2019-19.4.2021 HK$ 1-month HIBOR 2.44%
250,000,000 7T —E-NE+A=tR-ZE--—EMA-tAE 7% 7t — {E AHIBOR 3462
HK$250,000,000 30.7.2019-29.4.2022 HK$ 1-month HIBOR 3.46%
* HIBORIEB ARITRERFS & HIBOR represents Hong Kong Interbank Offered Rate.

FRAGTETAER

/L:TEE-I—E °©

The above derivative instruments are measured at fair

RZZE-—hhF+ZA=+—8K value. The classification of the measurement of the above
—E—-NE+=-_A=+—8"' t derivative instruments at 31 December 2019 and 31
MTETEZAEDEAERAR December 2018 is level 2 under the fair value hierarchy (see
BERANPZEZRGEBEM=E note 36 for details).

36) °
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25.

26.

BB TER - R]IT
RHREEE

R H B 1T A R R 1T 8RR
ReaETHNEHEBRAY
B B WA 5D 2 B R (B 2 R

25.

SHORT-TERM BANK DEPOSITS,
BANK BALANCES AND CASH

Included in short-term bank deposits and bank balances
and cash are the following amounts denominated in
currencies other than the functional currencies of the
group entities to which they relate:

—B-hfF —B-N\F

2019 2018

FER F#& T

HK$'000 HK$'000

X usD 114,963 324,383
7T HK$ 2,249 3,451
AR RMB 12,307 209,300

FrBESRTHERRBITEGKEN
F0.001% %E3.10% (—Z& — )\ :
0.001% £5.01%) 2 ™ % F F| &
FTE e

PEABELEEZ
EE HoEARBE
HEZCEEHRBZ
=i
R—ZE—NF+_AAH ' E=F
FRAHEARAQR — MR EE
2EMBARTEFEER(LE)
BERAR(EATCER])Z 2 E
o BA R TZE@ARNLE
CEBERABBEEYEAE @R
EREZHEMRR  WHREEW
BAREDSHAE2H(ETX) ° %
BRGERBE=ZZT—NLF+=
A=+ —BLLFERNxMKFE
34(a)) °

ERCIKEERAT —T-NFEFR

26.

All bank deposits and bank balances were carrying interest
at market rates ranging from 0.001% to 3.10% (2018:
0.001% to 5.01%) per annum.

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 are presented separately in the
consolidated statement of financial position (see below).
The transaction was completed during the year ended 31
December 2019 (note 34(a)).



26 7 EABFEHEZ
BE HoBEARBE
HECEEHEBZ
BEw
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26. 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

ZEERBEWRT: held for sale were as follows:

—T—N\F
2018
F& T
HK$'000
ME - BERRE Property, plant and equipment 2,334
B LA Prepaid lease payments 3,701
KEYE Investment properties 192,407
H i W SR IR Other receivables 5,732
RITHEB LIRS Bank balances and cash 135
DHEABRELEZEEHE Total assets classified as held for sale 204,309
H i & 15 5K 1B Other payables (2,301)
ANE N Tax payables (2,933)
RERBEE Deferred tax liabilities (64,928)

HAYMARIELECZEE Total liabilities associated with assets classified as
s aEERE held for sale (70,162)
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26 7ERBFHEEEZ

EE SRBoBREHE

HECZEEHBZ
=47}

R-2-NEtZA=t-A
GREBRRRAZER
FREAIBRARELEZRENZEZREE
Carrying value of investment
properties classified as held for sale
held by the Group in the consolidated
statement of financial position as at
31 December 2018

>

V]

=

Fair value
hierarchy

R

26. ASSETS CLASSIFIED AS HELD FOR
SALE/LIABILITIES ASSOCIATED
WITH ASSETS CLASSIFIED AS HELD
FOR SALE (Continued)

HEATRIERAHE

Valuation technique(s) and
key input(s)

EAEEREGANE

Significant
unobservable input(s)

BLEERAUER
MMEZBE

Relationship of
unobservable inputs
to fair value

RPELEBRE L IXRTER
192,407,000/ 7¢

An industrial development in Qingpu District,
Shanghai, the PRC
HK$192,407,000

ERCIKEERAT —T-NFEFR

F=8

Level 3

BRELEE BRERLTH
ERE2REAMS LK
BRCTELBHEERS -

Direct comparison method
assuming sale in their existing
states and by reference to
comparable sales transactions
as available in the relevant
market.

BYIARER(RRMAER
AELBEE Uikt
REMERIRZR (FIDAN
BFRi BE BRZ)
NEAREIS0TEARE
10,0007z °

Price per square meter, using
market direct comparables
and taking into account of
location and other individual
factors such as size, building
facilities, levels, age of
building, etc., which is ranging
from RMB7,500/sg.m. to
RMB10,000/5q.m.

FYNRERUAEAR

REARES

A slight increase in the
price per square meter
will increase significantly
the fair value.
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27. ENRERREFER 27. CREDITORS AND ACCRUED

CHARGES
—E-NF —E—N\&E
2019 2018
FHET FH& T
HK$’000 HK$'000
B 5’ ER K Trade creditors 1,620,298 1,697,230
H i JE A BR R K Other creditors and accrued charges
FEEtE A 408,380 380,206
2,028,678 2,077,436

HENERAREAERTE
BREENEIHFEZREN HE
e EBNERREBNKREAM
FEfF5RI8 -

Other creditors and accrued charges mainly consist of
payables of staff salaries and benefits, sales commission,
payable of storage and transportation and other payables.

RBERAR BFEMAERER
BRABZREOMAOT

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

—E-hE —ZET—N\F

2019 2018

FE T F&T

HK$'000 HK$'000

Tz =1 A 0-3 months 1,236,290 1,357,137
M= EA 4-6 months 341,874 324,770
NE A A E Over 6 months 42,134 15,323
1,620,298 1,697,230

ENERBETIAEREER
BINBE BB AN B TE B 2 5K

Included in creditors are the following amounts
denominated in currency other than the functional currency

18 : of the group entities to which they relate:
—E-hEF —ZT-N\F
2019 2018
THET T#E T
HK$’000 HK$'000
ETT usb 175,050 131,388
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28. 6B E 28. CONTRACT LIABILITIES
—E-NF —E—N\F
2019 2018
FE& T FH& T
HK$'000 HK$'000

SHERE - 2 - & K& Contract liabilities on sales of solvents,

HEhzeEHNBE coatings, inks and lubricants 34,423 25,695

& B R R A A E R B AT I
ARE REWHEREIEES
BHAE - FHANABKRA
SECEREERARRNEE A
BERARBEE -

R=ZZ—NFE—HA—HB 648
f& 554,428,000/ T > B —
—N\EFE—HA—HBk-_ZE—NLF—
A—BZE6HEBEEDRRE R
—E-NF+_A=F+—HEZ=
E-NFE+-_A=+—BLEE

ERCIKEERAT —T-NFEFR

When the Group receives a deposit before the
commencement of the production activity, this will give rise
to contract liabilities at the start of a contract. Contract
liabilities are expected to be settled within the Group's
normal operating cycle, are classified as current assets.

On 1 January 2018, contract liabilities amounted to
HK$54,428,000. The contract liabilities as at 1 January
2018 and 1 January 2019 were fully recognised as
revenue during the year ended 31 December 2018 and 31
December 2019, respectively.
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29.  HE&EE 29. LEASE LIABILITIES
—ZE-NF
+=—A=+—8
31.12.2019
T T
HK$'000
ERHEEAE: Lease liabilities payable:
—FK Within one year 19,271
BB —FEARBBEMFEZHEA  Within a period of more than one year but not
more than two years 13,890
BEMEERBBAFZHMA  Within a period of more than two years but not
more than five years 17,280
#Ei8E A F 2 BHE AN Within a period of more than five years 10,809
61,250
W A 12ME AR EI BB B4 A Less: Amount due for settlement with 12 months
nBBEECZEE shown under current liabilities (19,271)
121 A 1% B Bl 45 )8 W 55 40 & Amount due for settlement after 12 months
EnDEEzEHE shown under non-current liabilities 41,979
RZTE—-—NF+=ZA=+—8" As at 31 December 2019, the Group has commitment of
AEERE—HHEEHEARE a bank guarantee granted to the landlords for a tenancy
) % = % #91,254,000% T (= agreement amounting to approximately HK$1,254,000
ENF B ZRITER - (2018: nil).
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30,6 & 30. BORROWINGS
—E-NF —E—N\F
2019 2018
THER FA T
HK$’000 HK$'000
BEBFERITER Borrowings included bank loans:
HITE R Bank loans 1,979,400 2,640,377
4 4K 1 Unsecured 1,979,400 2,640,377
BITERETRUATES  The bank loans are repayable as
EEx: follows*:
—F R Within one year 805,700 1,320,977
—FREMFA More than one year but not
exceeding two years 528,100 587,100
MEERERFNR More than two years but not more
than five years 645,600 732,300
1,979,400 2,640,377
W — FAE I ER A Less: Borrowings due within one year
RBEEZEE shown under current liabilities (805,700) (1,320,977)
SR ERBAE 2 Borrowings shown under non-current
BE liabilities 1,173,700 1,319,400
@ N EEREEREREI 2 2 The amounts due are based on scheduled repayment dates

rEIEERHEE -

ERCIKEERAT —T-NFEFR

set out in the borrowing agreements.



30. B E 2
AEBEBRITERZENMEN
FTEBRITRAEZFENMOSESRE
BABRTREERF L MISES
T-N\F - HHERTEEFEM
0S5EZEBRITAZENRE I12.05
E) - RE i ZE-_ZE—N\FE+=-A
=t+t—HLEFEARN FERTE
BE2FNERBERHZRBEAR
MITEREEFEN—@EEE
BE -FERNES—RAZ—EAH
MEE - -FTEFRHEITEEER
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IEFEREE -
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30 BORROWI NGS (Continued)

The Group’s bank loans in Hong Kong carry annual
interests at the range of HIBOR plus 0.5% to HIBOR plus
1.75% (2018: HIBOR plus 0.5% to HIBOR plus 2.05%).
During the year ended 31 December 2018, the PRC bank
borrowings carried annual interests at the quoted lending
rate of People’s Bank of China plus a fixed margin. Interest
is repriced in the period from one week up to one month.
All the PRC bank borrowings were repaid during the year
ended 31 December 2019.

—E-hF —E-NF
2019 2018

i

)
A B
2t

Cm
mE B

\
/

i
e
i
A\

m

S

&£ & 8 $£216,000,00078 7T (=
— J\ £ : 589,120,000/ JT) /& &
BE  AHNIHBE—FR -

==
=)

EEERTIAFEEERAY
REEWAIIN 2 G EME 2 KA

Fixed-rate borrowings

Variable-rate borrowings

Effective interest rates

2.32[E £4.95E
2.32% to 4.95%
3.29E 24292
3.29% to 4.29%

2.71E £3.60E
2.71% to 3.60%
3.69E £4.39E
3.69% to 4.39%

Included in borrowings are HK$216,000,000 (2018:
HK$589,120,000) at fixed-rate borrowings with the
contractual maturity dates within 1 year.

Included in borrowings are the following amounts
denominated in currency other than the functional currency
of the group entities to which they relate:

—E-NF —E—N\EF

2019 2018

FH& T F& T

HK$'000 HK$'000

BT HK$ 400,000 261,200

2019 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED



B8 3R & FINANCIAL STATEMENTS

REMBREME

Notes to the Consolidated Financial Statements

HE2—_Z—NFE+_HA=+—HIFE For the year ended 31 December 2019

B EZEHRERRE
MTAAREDRRZ X BEIT
BUBERE(AE)RERAERR
BEFENZ 2D

31. DEFERRED TAX LIABILITIES

The followings are the major deferred tax liabilities (assets)
recognised by the Group and movements thereon during
the current and prior years:

AR
MEH B & HEER ERZANK NEER Bt Ait
Withholding
Accelerated tax on
tax undistributed ~ Revaluation
depreciation  Tax losses profits of properties Others Total

TER tEm TEm TEm TR TERL
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000

(M)
(note)
RZZ-N\F-A—H At1lanuary 2018 3,594 (1,567) 8,120 30,636 1,526 42,309
RAEEBEENH  Reversal of withholding tax upon
distribution — — (23,731) — — (23,731)
GFANBES (Credit) charge to profit or loss (107) 713 21,655 36,138 965 59,364
EHPBABEREL  Redassified to assets held for sale
BE(M20) (note 26) — — — (64,928) — (64,928)
ERAE Currency realignment - = = (1,846) — (1,846)
RZZ-N\FFZR  At31 December 2018
=+-H 3,487 (854) 6,044 - 2491 11,168
RAEEREENH  Reversal of withholding tax upon
distribution — — (33,202) — — (33,202)
(GPNEILEE -t (Credit) charge to profit or loss (106) 842 34711 = 1413 36,860
FHARELM2E  Change to other comprehensive
& income for the year — — — 1,045 — 1,045
LR Currency realignment = = = (17) = (17)
RZZ-nE At 31 December 2019
T-A=t-H 3,381 (12) 7,553 1,028 3,904 15,854

B HEtEXr2ARREBHELR
ARZEAAEHERKESR
EEVELEEARDE K
F R R ) T EE A 2 FE B
HEE -

218 ER{LCILEEERATE —T - HhEEER

Note: Others mainly represent deferred tax liabilities arising from
fair value adjustments on assets acquired (i.e. intangible
assets and property, plant and equipment) on acquisition of
subsidiaries.



B1.EEZEHBEEE o)

RZE-NF+=ZA=+—8"
AEBEBBRFERABEERELD
1,295,129,0008 L (=& — /\ & :
1,200,970,0005% JT) 7] f 3K 85 K
Kgh e RZFE—NLE+ZA
=+—H ' 25t %I\ EET73,000
BT (ZZF—/\F : 5,173,000/ 7T)
BMRELEHRIEBEEE - AR K&
Bt ARBFRE  WAE AR
1,295,056,000% 7L (= & — N\
£ :1,195,797,000/% 7T) # R &
EMBEE - AR IAEB
# -+ 1,165,199,000/8 T (=& — N\
£ :1,064,835,000 7T) A] & [R
HELg BREBR-_T_MFxR
ZHIMZERE R -

AREBEEREBERBECEMGR
EEEGIRE - KRB
BETHBARE =S NFE—
A— B RE Z & MR 5k 2z R
Bi& - BB AR KD IR G T #E
RELERIE - PP EMRSN
EERIEONREMBR RS IES
8 i F 78 5% E10% < Bt & &
MEHNH BHBREFRRLASE
BRI H O TR ER 2R
mEBREZEA RN ERH K
e O - A E B IR
WBArRE=—ZEZET/\F—H—H
BERZETARDIRERE & F
1,216,775,000/8 L (ZZ — \F :
1,600,198,000% 7t ) & 3R i i& &1
1 o
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31. DEFERRED TAX LIABILITIES (continuea)

At 31 December 2019, the Group had unused tax
losses of approximately HK$1,295,129,000 (2018:
HK$1,200,970,000) available to offset against future
profits. As at 31 December 2019, a deferred tax asset
has been recognised in respect of such losses amounted
to HK$73,000 (2018: HK$5,173,000). No deferred tax
asset has been recognised in respect of the remaining
HK$1,295,056,000 (2018: HK$1,195,797,000) due to
the unpredictability of future profit streams. Included in
the unrecognised tax losses, HK$1,165,199,000 (2018:
HK$1,064,835,000) may be carried forward indefinitely
and the remaining balance will expire at various dates up
to and including year 2024.

Deferred taxation on undistributed profits of subsidiaries
has been recognised taking into accounts the dividends to
be distributed from profits earned by certain subsidiaries
in the PRC starting from 1 January 2008 under the
Implementation Regulation of the EIT Law of the PRC
that requires withholding tax with tax rate ranging from
5% to 10% upon the distribution of such profits to the
shareholders. Deferred taxation has not been recognised
in respect of certain undistributed retained profits
earned by the subsidiaries in the PRC starting from 1
January 2008 amounting to HK$1,216,775,000 (2018:
HK$1,600,198,000) as the directors are of the opinion
that the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable
future.

2019 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED

219

A



220

B8 3R & FINANCIAL STATEMENTS

REMBREME

Notes to the Consolidated Financial Statements

HE2—_Z—NFE+_HA=+—HIFE For the year ended 31 December 2019

32. R A 32. SHARE CAPITAL
ERTRAR
—E-NEFER ZE-ILER
—ZE-N\F —E-N\F
Issued and
Authorised fully paid
2019 & 2018 2019 & 2018
FAET
HK$'000
FHREE0.1078 7T Z B fp  Shares of HK$0.10 each 56,403
FARRAZBEETRABAT Movements in the issued share capital of the Company
BE): during the year are as follows:
-}
of shares Amount
FAET
HK$'000
RZE—\F—HA—H At 1 January 2018 56,389
7 {58 B P A (P 51D Exercise of share options (note) 14
RZ-T—)\F At 31 December 2018 and
+=ZA=+—HX 31 December 2019
—E-NF
+=—A=+—H 56,403
MaZ: RBEEZE=_ZFZ-NF+=A Note: During the year ended 31 December 2018, 140,000 share
=+t—HIEFEARA #XF options were exercised, resulting in the issue of 140,000
140,00010 AR #4752 - 3l shares of HK$0.10 each in the Company at a price of
BN A A B 17140,000 0% & % HK$1.95 per share.
E{E010EB T Z I &K
YE{B1.95% Tt °
FrE B EITRMIEIEFRTA 7 HH All shares issued rank pari passu with the then existing
ERZEEEETRNEZEARSE shares in issue in all respects.
T 75 o

ERCIKEERAT —T-NFEFR



33.

ERWEE
RZZFE—NF—A=H ' &~x2AH
WEMAEZEZENBARHEE T
BUBE=A(HFXZEBETDA
Bt HE DHEREHZR)
A — s WERRERKE
A R #111,741,0007C (18 & 1 49
136,813,000/% 7o) Yt B 5% B &
X¥B(HERWBEED - ¥
BUBER-_ZE—N\F_A—H
SERC N B AR UK BB R A RR o
WEEEmMELA 2 BESLHEA
43,844,000 JT °

Ug B& 8 B BX 45817,000/8 Tt B
A5 AR W EIE 2 KA P
BRIt EBE2_F—N\F+=A
=t HALFEANERERAX
AAGZEBEEREMEE WS
KAZI—MRERITBEEAIESE -
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33. ACQUISITION OF BUSINESS

On 2 January 2018, two indirect wholly-owned subsidiaries
of the Company, entered into an agreement with certain
independent third parties, of which principal business
activities are manufacture, sale, distribution and marketing
of coatings, to acquire the business of Camel at a
cash consideration of RMB111,741,000 (equivalent to
approximately HK$136,813,000) (“Camel Acquisition”).
The acquisition of business was completed on 1 February
2018 and has been accounted for using the acquisition
method. The amount of goodwill arising as a result of the
acquisition was HK$43,844,000.

Acquisition-related costs amounting to HK$817,000 have
been excluded from the cost of Camel Acquisition and
have been recognised as an expense during the year
ended 31 December 2018, and included in the “general
and administrative expenses” line item in the consolidated
statement of profit or loss and other comprehensive
income.
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33. X BB ) 33. ACQUISITION OF BUSINESS (continued)
RKERRHKEZEERER Assets acquired and liabilities recognised at the date of
ZBEWT: acquisition were as follows:

FAT

HK$'000

M- BERF Property, plant and equipment 993
EREE Intangible assets 71,479
FE Inventories 7,191
B 5 e E Trade receivables 13,306

92,969

BEEAE: Consideration transferred:
FA& T
HK$'000
EXNEERE Purchase consideration paid 125,181
S AR B & HE (F 7F) Contingent consideration arrangement (note) 11,632
136,813
Misk: RIKBEBAH  ARRAIESR Note: At the date of acquisition, the directors of the Company
RENREREBER Z consider that the contingent consideration payable to
AR BHEFATRAOBA the vendors of Camel is estimated to be probably at
R %9,500,0007T (8 & » 4 approximately RMB9,500,000 (equivalent to approximately
11,632,000/ JT) * € A E & HK$11,632,000) with reference to the estimated sales
ERBEREB 2MEFHEE performance forecast of Camel and possible settlement of
KRR RAIEEEREN the outstanding contractual obligations. The contingent
EREME - KARBLHR consideration arrangement requires the Group to pay the
EWMEHFEBTRTKA vendors of Camel by reference to the operating performance
HARF 2 BREHERL 2K of Camel, and if the vendors have fulfilled their outstanding
BRNEHEE  IAXEEA contractual obligation to customers accrued prior to the
2EREREBILERE completion date. The contingent consideration was settled
MEREHBZEHMR- during the year ended 31 December 2019 of RMB9,500,000
= AR E A K %9,500,000 (equivalent to approximately HK$11,154,000).

7T (F8 5 R #911,154,0007% 7T)
EREBEE-_Z—HL&E+_A
=t+—BLEEAZM-

ERCIKEERAT —T-NFEFR
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3. XEKWE o 33. ACQUISITION OF BUSINESS (coninved)

AWEmEE 2HE: Goodwill arising on acquisition:
FH& T
HK$'000
EHEENE Consideration transferred 136,813
BB FEEE Less: net assets acquired (92,969)
AlEmMEE BB Goodwill arising on acquisition 43,844

ERBABMNFEEZRALE
RRAWA LG BEEAARE
FAZIZRUGAHERR
BB E131% A R EE R
ZBRBAEMAFEREESFE
1.36% }23.0% -

BORBAERBEALR AR
8 %13,306,0008 7t © % F 2 &
BESERFERKEBSRZA
#) 42 & %8 533,263,0008 7T © A
REIEERA FHEZKREZ
EHBRERNKEBARZ &E
& 51 419,957,000/& 7T °

WBELEFBRARAHKA
BEEGEE - B REHX
NeREER LBRERRERE
BIEBAHRAE  SXERER -
ARMGERREAZABEH
ZEDETE HRZFERD
A5 R BB E & E 2R K
o Hp I EEEHE D FHRER

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% 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
recoverable amounted to HK$19,957,000.

Goodwill arose in the acquisition because the cost of the
combination includes a control premium. In addition, the
consideration paid for the combination effectively included
an amount in relation to the benefit of expected synergies,
revenue growth, future market development and the
assembled workforce of Camel. These benefits were not
recognised separately from goodwill because they did not
meet the recognition criteria for identifiable intangible
assets.
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3. HEME QA 34. DISPOSAL OF SUBSIDIARIES

@ RZE-—NAFE—-—A+N\B" (@ On 18 January 2019, the Group entered into
AEBITYEEHZER sales and purchase agreement to dispose of the
—ZBUE=FHEER entire equity interest of its indirectly wholly-
PR EZEZENB QA owned subsidiary, Bauhinia Paints in the PRC, to an
KRR ZR 22 PR AE independent third party at a total cash consideration
BE2REBEODARARK of approximately RMB269,947,000 (equivalent to
269,947,0007T (18 & R 4 approximately HK$298,642,000). The major asset
298,642,000/ JT) ° & #l held by Bauhinia Paints was an investment property
CERFEZEEEER located in the PRC. The transaction was completed

URPEz—HREME -
ZRXGR_ZE—NLFN\A
THZEX -

on 7 August 2019.

The net assets of Bauhinia Paints at the date of

FEEMT: disposal were as follows:
F& T
HK$'000
ME - BEREZE Property, plant and equipment 5,684
BEY Investment property 191,798
H b fE R IE Other receivables 12
RITEH KRB € Bank balances and cash 117
H h f& < 5K IR Other payables (621)
& 15 B R Tax payables (2,924)
FIERTH B & Deferred tax liabilities (64,723)
BEHEFEE Net assets disposed of 129,343
HEERERR 2 W Gain on disposal of Bauhinia Paints:
2 W RE Consideration received 298,642
R Less:
BEHEFEE Net assets disposed of 129,343
&R 5 KA Transaction cost for disposal 12,947
& I 2= Gain on disposal 156,352
EEEEZFHREERA: Net cash inflow arising on disposal:
BWRESRE Cash consideration received 298,642
BEHERTEHRLERAS Bank balances and cash disposed of (117)
298,525

EREIEEERAA —T—NFEFH
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(b)

R=F—-—NF—A=+NE
AEBT Y HER—FER
BHMERNRLEREMA
BHERERSEERAR
((REBE)REWNE A
AlzEERE BReR
& A AR %1,000,0007T (48
Z£ R 491,167,000 TT) ° 3%
RHZRBE-_ZT—NF+=
A=+—HLEFEANZK °

REBERENEBERAR
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34. DISPOSAL OF SUBSIDIARIES (continued)

(b)

On 29 January 2019, the Group entered into an
agreement to dispose of the entire equity interest in
REMAEBRETERBEERAA ("REBE")
and its subsidiaries, to an existing associate at a total
cash consideration of RMB1,000,000 (equivalent to
approximately HK$1,167,000). The transaction was
completed during the year ended 31 December 2019.

The net assets of 3 = # & and its subsidiaries at the

EEBHZ FEENT date of disposal were as follows:
F& T
HK$'000
Mm% BEKRE Property, plant and equipment 28,704
FE Inventories 2,338
B 5 & E A g W RIE Trade and other receivables 10,715
RITHEBEES Bank balances and cash 1,714
B —MR RN EQEHE Amount due to a fellow subsidiary (22,376)
HEESE Lease liabilities (25,049)
B 5 & At & 5 IH Trade and other payables (4,253)
EHEFAEE Net liabilities disposed of (8,207)
HEMBAR 2 : Gain on disposal of subsidiaries:
B E Consideration received 1,167
Vo Less:
BHEFAE Net liabilities disposed of (8,207)
B B AN & B R 57 B Gain on disposal relating to the Group's
RAIZERA B2 W= interest in the associate 3,616
k= Gain on disposal 5,758
HEMELEZFHR M Net cash outflow arising on disposal:
EWE e RE Cash consideration received 1,167
BEHERTEHRERS Bank balances and cash disposed of (1,714)
(547)
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3. HEM B 27 e
© R=-ZZT—hFhAB=-AH-
ANREBH —ZBYE=
FHEHBE2ENBEA
ARIIARBEBRZEAR
AR EBRBEDZ 2
W E BREKRESA
R #480,000t (8 & R 4

545,000/ 7T) °

ERBREBERHERRZ

34. DISPOSAL OF SUBSIDIARIES (continued)

(0 On 2 September 2019, the Group disposed of the
entire equity interest of its indirectly wholly-owned
subsidiary, Beijing Optimol Trading Co., Ltd (“Beijing
Optimol”), to an independent third party at a total
cash consideration of RMB480,000 (equivalent to
approximately HK$545,000).

The net assets of Beijing Optimol at the date of

FEEMAT: disposal were as follows:
T T
HK$'000
H fth fE A 3R E Other payables (18)
FE - 4t 53R Tax payables (40)
BEHEFAE Net liabilities disposed of (58)
& — A B B A R 2 A Gain on disposal of a subsidiary:
B E Consideration received 545
BWoBHEFEE Less: Net liabilities disposed of (58)
i & I 2= Gain on disposal 603
EEEEZFHRERA: Net cash inflow arising on disposal:
BEHReKE Cash consideration received 545

ERCIKEERAT —T-NFEFR
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(d)

RZFE—NF=F—H &
EER—EBYE=ZHH
EEEEZEWNBRARE
EERARAQAIEED
Z2EERE BReNE
%4 74,911,000% & (F & R
#938,305,0007% JT) > & 2
BE—BMRFEZ L
ZHEMNLHAS o

BRERLERN T FEE
m -
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34. DISPOSAL OF SUBSIDIARIES (continued)

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

located in the PRC.

The net assets of Base Rich at the date of disposal

were as follows:

F#& T
HK$'000
ME - BEREH Property, plant and equipment 414
AT+ S Prepaid lease payments 9,451
RITHEBRRE R Bank balances and cash 24
H h &~ 3118 Other payables (24)
EHEFEE Net assets disposed of 9,865
Sl 5 N RN Dol Gain on disposal of a subsidiary:
2 RE Consideration received 38,305
Ve Less:
BEHEFEE Net assets disposed of 9,865
&R 5 KA Transaction cost for disposal 34
I 2= Gain on disposal 28,406
EEEEZFHREERA: Net cash inflow arising on disposal:
BWRERE Cash consideration received 38,305
BEHERTEHRERAS Bank balances and cash disposed of (24)
38,281
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35. EXRE R ERE 35. CAPITAL RISK MANAGEMENT
AEEETREAEERAERBR The Group manages its capital to ensure that entities in
BIrEHEERTE F415% the Group will be able to continue as a going concern
EETARRARELE TR while maximising the return to shareholders through the
RRFW =Bl H o ANEEZEE optimisation of the debt and equity balance. The Group’s
REBHEBAFERR - overall strategy remains unchanged from prior year.
AEEBEAEBBERELE The capital structure of the Group consists of debts, which
AR FEIOREZEERAEAA mainly include the borrowings disclosed in note 30, and
ARREEER(BEEEITRAE equity attributable to owners of the Company, comprising
RiEFEEEEREBER)) - issued share capital and reserves including retained profits.
ARRIEETEHEMNERLERE - The directors of the Company review the capital structure
EREN —HH  EEFEEER on a regular basis. As part of this review, the directors
RAREERGHE B - RE consider the cost of capital and the risks associated with
EEF AEEBARNRKRE - capital. Based on recommendations of the directors, the
BTHRRETHEREER Group will balance its overall capital structure through the
REBRE UWFErEAEEEREE payment of dividends and new share issues as well as the
IEERE o issue of new debts or the redemption of existing debts.
36. eEt T B 36. FINANCIAL INSTRUMENTS
T AEA Categories of financial instruments
—E-hE —N\F
2019 2018
FHET FH& T
HK$'000 HK$'000
TRMEE Financial assets
REH AN ANt 2 248 Financial assets at amortised cost
BE 3,875,257 4,574,670
PTESBTA: Derivative financial instruments:
— EERYPIA — designated as hedging instruments 3,405 6,740
BEARBEFAEMEE  Equity instruments at FVTOCI
WamzEEmTE 21,680 11,750
BRAABEGFAERZ Debt instrument at FVTPL
B ITAH 55,292 —
cRAE Financial liabilities
MBS AT E 248 Financial liabilities at amortised cost
BE 3,713,353 4,415,864
MESMIA: Derivative financial instruments:
— EEREFPIA — designated as hedging instruments 120 —

ERIEIEERRAE =%

—NFEFH
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MR EEEEZHE
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AEBECHTEREESEWR
BRERERE - HihfE R
PTESRMIT A RHETER
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*Z%élﬂ*fﬂﬁ@*ﬁ%
mZEBITAR  EAERRREAMm
ENFBEUREE - ZE2@mT
BEFHBRSHNEIRE - BZE
R T AEBEZEREETS
[B B (o1 BE R B~ I SR R B K H
mFVﬂA%mAH Sl
EoRk - BEZSZRER 2K

R WT - EEEERENRE
EZERR - AERREE R

REGEEHEE AEEMEHZ
mERARKIEERRFEZRA
R T A MEEAE -

kA

ShBE & B

PiN/NS R Sl TSN IV N - o

HERKE SASEEEINE
e AEBYIT% (ZF—N

¢.7w2%%uﬁﬁﬁ%zm

BEBEARZMEEEBUIINZE

BOEE ) MKI84% (T — \ 5 :
82%) v HEAEBEER A T2

MEEEREME -

AEEUIIBEEEZERKEE
RBEERBREMR2EE T HE
RAARAM ERE -
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies

The Group’s financial instruments include trade and
bills receivables, other debtors,
instruments, short-term bank deposits, bank balances and
cash, amounts due from associates, equity instruments
at FVTOCI, debt instrument at FVTPL, creditors and
other payables and borrowings. Details of the financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include market
risk (currency risk, interest rate risk and other price risk),
credit risk and liquidity risk. The policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure

derivative financial

appropriate measures are implemented on a timely and
effective manner. There has been no significant change
to the Group's exposure to market risk or the manner in
which it manages and measures the risk.

Market risk
Currency risk

Several subsidiaries of the Company have foreign currency
sales and purchases, which expose the Group to foreign
currency risk. Approximately 17% (2018: 17%) of the
Group's sales are denominated in currencies other than the
functional currency of the relevant group entities making
the sale, whilst almost 84% (2018: 82%) of purchases are
denominated in the relevant group entities’ functional
currency.

The carrying amount of the Group’s foreign currency

denominated monetary assets and liabilities at the end of
the reporting period are disclosed in respective notes.
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36. €@ T B s

36. FINANCIAL INSTRUMENTS (continvea)

MR EEEEZHE
BE )

ik 10 E D,

P EE B B ()

BEE DT
AEBFZEHET ARER
BILZNERR - TRFLESE
B A8 28 & 5 A8 B SN Tt
B’5% (ZZE —NF:5%) 248 &
BEHEE ° 5% (ZF—/\F : 5%)
REREYHIINEERAE TR
AEZHTHMEBZHRKE
tbE o BERE ST ERE R
HEEIINEEEZ2E®ER I
A HA R 4R NS FE R59% (=& — )\
F 5% BHHABRLIBE - H
EAMBEEsEKRAKERE
WEE - BT BHERR
BE - NHESIEHE S HE
B ONEE EE 5% (2B — \F : 5%)
B BB B FAEM AN
BN RZIMA - ENREEER
FE B IN M B 355% (B — )\ 4F :
5%) K - I BRFEE R ARSE
HREE-

Financial risk management objectives
and policies (continved)

Market risk (continued)

Currency risk (Continued)

Sensitivity analysis

The Group is mainly exposed to currency risk of USD, RMB
and HK$. The following table details the Group’s sensitivity
to a 5% (2018: 5%) increase and decrease in functional
currency of respective group entities against the relevant
foreign currencies. 5% (2018: 5%) is the sensitivity rate
used which represents management’s assessment of the
reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the period end for a 5% (2018: 5%) change
in foreign currency rates. The sensitivity analysis includes
trade and bills receivables, bank balances, creditors as
well as borrowings. A positive number below indicates an
increase in profit after taxation where functional currency
strengthens 5% (2018: 5%) against the relevant foreign
currency for net liability position and vice versa. For a 5%
(2018: 5%) weakening of functional currency against the
relevant foreign currency, there would be an equal and
opposite impact on the profit after taxation.

—E-AF —E—N\F

2019 2018

FE T FAT

HK$'000 HK$'000

ETT usD 122 (11,333)
AR # RMB (514) (8,742)
B TT HK$ 16,490 10,654

ANEE T E Y B R EWREN
SERRRBEZIIERE %5
RBUEBEEB AR NEEEE N
IN2EBEE - EAREEERA
AN HE B 055% (—ZF — J)\F 1 5%)
B+ AN 5 @ Bk B 12 0% A A8 R A
3,450,000 (=& — )\ & : &
h011,334,0008 7T) * R Z N8R °

EREIEEERAA —T—NFEFH

The Group is also exposed to currency risk concerning
the amounts due from/to group entities, which are
denominated in currencies other than the functional
currency of the relevant group entities. When RMB
strengthens 5% (2018: 5%) against the relevant foreign
currency, profit after taxation of the Group will decrease
by HK$3,450,000 (2018: increase by HK$11,334,000) and
vice versa.
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AEEEHEESRITER R
TEE(ZEBEFBRKE30)
&%H‘*E%(Eiiﬁﬁ%iw)ﬁ%ﬁz
AREFERER - A - BRTT
FRREREBDERRTERB
R—FRIH  REEER R
HERBRHAKEMSLTEK -

AEBITEYEEZERITIMSE
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continved)

Market risk (continued)

Currency risk (Continued)

Sensitivity analysis (Continued)

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during
the year.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate bank deposits, bank borrowings (see
note 30 for details of these borrowings) and lease liabilities
(see note 29 for details). However, since the bank deposits
and the majority of the fixed-rate bank loans will mature
within one year, the management considers the risk is
insignificant to the Group.

The Group is also exposed to cash flow interest rate risk
in relation to bank deposits carried interest at prevailing
market deposit rate and floating-rate bank loans (see notes
25 and 30 for details). In order to keep the Group’s bank
loans at fixed rates, the Group entered into interest rate
swap contracts to hedge against its exposures to changes
in cash flows of certain bank loans. The critical terms of
these interest rate swaps are the same to those of hedged
bank loans. Interest rate swap contracts are designated
as effective hedging instruments and hedge accounting is
used (see note 24 for details).

The Group’'s cash flow interest rate risk is mainly
concentrated on the fluctuation of interest rates on
bank balances and HIBOR arising from the Group’s HK$
denominated borrowings.
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FH MASBERIEBEAAS=E
AUAARZEHEITER LI
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BRE DT

PO REE DT ER R E
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SOfE £ Bh) 7t 5 75 & 12 JE 3 A X
BEAREEH 2 -

st BB E(TRER R+
™ Z 88 17 B 3627,400,0007% T
—Z— )\ : 821,507,000/ 7))
FlEEF/THSOEEZ(ZZ
—\NF:S0EEE) mMAAEHE
MmEHNE  ABEE_T—NF
+ZA=+—BLEFEZHRF®%
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continved)

Market risk (continued)

Interest rate risk (Continued)

The Group’s bank balances have exposure to cash flow
interest rate risk due to the fluctuation of the prevailing
market interest rate on bank balances. The directors of
the Company consider the Group’s exposure of the short-
term bank deposits with original maturity of less than
three months and bank balances to interest rate risk
is not significant as interest bearing bank balances are
within short maturity period and thus it is not included in
sensitivity analysis.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for non-derivative
instruments at the end of the reporting period. For bank
borrowings, the analysis is prepared assuming the amount
of liabilities outstanding at the end of the reporting period
were outstanding for the whole period. A 50 basis points
(2018: 50 basis points) increase or decrease is used which
represents management’s assessment of the reasonably
possible change in interest rates.

If interest rates on interest bearing borrowings (excluding
bank loans under cash flow hedges of HK$627,400,000
(2018: HK$821,507,000)) had been 50 basis points (2018:
50 basis points) higher/lower and all of other variables
were held constant, the profit after taxation for the year
ended 31 December 2019 would decrease/increase by
approximately HK$4,476,000 (2018: decrease/increase by
approximately HK$5,134,000). This is mainly attributable to
the Group’s exposure to interest rates on its variable-rate
borrowings which are not hedged against their exposures
to cash flow interest rate risk at the end of the reporting
period.
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continued)

Market risk (continued)

Other price risk

The Group is exposed to equity price risk through its
investments in equity instruments measured at FVTOCI
and debt instrument measured at FVTPL. The Group also
invested in certain unquoted equity securities for long term
strategic purposes which had been designated as FVTOCI.
The Group has a special team to monitor the price risk and
will consider hedging the risk exposure should the need
arise.

Sensitivity analysis

The sensitivity analyses have been determined based on
the exposure to equity price risk at the reporting date.

If the prices of the respective securities had been 10%
(2018: 10%) higher/lower, the Group’s post-tax profit for
the year ended 31 December 2019 would increase/decrease
by HK$5,529,000 (2018: nil) as a result of the changes
in fair value of debt security listed outside Hong Kong
measured at FVTPL; and the Group’s investment revaluation
reserve as at 31 December 2019 would increase/decrease
by HK$2,168,000 (2018: HK$1,175,000) as a result of
the changes in fair value of unlisted equity investments
measured at FVTOCI.
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36. €@ T B s
H¥EKREERER

36. FINANCIAL INSTRUMENTS (continueq)
Financial risk management objectives

2§ 4¢ )
{2 1 L B 2 O8L fEL 3P 18

FEERRERAEBE 257
BERBEZANEEAMERAR
BEXXEBRRZAR - AE
EmfzEERRIZREES
FERFBELRERER HbE
W - MHRITHER - RITHE
B BN E ARIRIEBRRAR
BEFfABBEZEBIE -BET
BORKARAEEEBER T
EREBRIBETZIREREIFIN

and policies (continued)
Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s counterparties
default on their contractual obligations resulting in financial
losses to the Group. The Group’s credit risk exposures are
primarily attributable to trade and bills receivables, other
debtors, short-term bank deposits, bank balances, amounts
due from associates and debt instruments at FVTPL.
The Group does not hold any collateral or other credit
enhancements to cover its credit risks associated with its
financial assets, except that settlement of certain trade
receivables are backed by bills issued by reputable financial
institutions.

AEEYE AT ER®RK
HEEREREREARSESR
EERBEERRREM/RE -

R-E-AF+=A=+-AR
—2-N\F+=A=+—8 %

As at 31 December 2019 and 31 December 2018, the

SEERXZHTAEEBITEMEMRA
BUMBEAMEBHZESEE
Rk TDREERE M HRAERAR
FIEBEREREMEEZR

[Ec

ERCIKEERAT —T-NFEFR

Group’s maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to perform
an obligation by the counterparties are arising from the
carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position.
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (Continued)

Credit risk and impairment assessment
(Continued)

Except for debt security at FVTPL, the Group performed
impairment assessment for financial assets and other
items under ECL model. Information about the Group’'s
credit risk management, maximum credit risk exposures
and the related impairment assessment, if applicable, are
summarised as below:

Trade receivables arising from contracts with
customers

Trade receivables consist of a large number of customers,
which spread across diverse industries and geographical
areas. In order to minimise the credit risk, the management
of the Group has delegated the responsible personnel for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual trade
debt and other debt at the end of the reporting period
to ensure that adequate impairment losses are made for
irrecoverable amounts. The Group only accepts bills issued
or guaranteed by reputable PRC banks if trade receivables
are settled by bills and therefore the management of the
Group considers the credit risk arising from the endorsed
or discounted bills is insignificant. In this regard, the
directors of the Company consider that the Group’s credit
risk is significantly reduced
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36. €@ T B s
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B B 5 A e [ Bl ok ik B
BEETRETG  BRERE
BEREZE S E R E E @5
THEHEEBRXN BHE
WHREHBK2ELEERTE
CERTERTBERF 2SS
HERE) DERLREERR
BFHERBEEEEETHE - F
B HE SRR (B F 581,920,000 7T
(=2 — J\# : 9,017,000 JT) °
EREHEZHBRAMFET

Xt -

BHBRTERRRTER

BRXZTREERFAERRE
FEEFEARBRETSEETR
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continved)

Credit risk and impairment assessment
(Continued)

Trade receivables arising from contracts with
customers (Continued)

In addition, the Group performs impairment assessment
under ECL model on trade balances individually or based
on provision matrix. Except for trade receivables that
are credit-impaired are assessed for ECL individually, the
remaining trade receivables are grouped under a provision
matrix based on shared credit risk characteristics by
reference to repayment histories for recurring customers
and current past due exposure for the new customers.
Net impairment of HK$1,920,000 (2018: HK$9,017,000)
is recognised during the year. Details of the quantitative
disclosures are set out below in this note.

Short-term bank deposits and bank balances

Credit risk on short-term bank deposits and bank balances
is limited because the counterparties are reputable banks
with high credit ratings assigned by international credit
agencies. The Group assessed 12m ECL for short-term bank
deposits and bank balances by reference to information
relating to probability of default and loss given default of
the respective credit rating grades published by external
credit rating agencies. The management of the Group
considers the short-term bank deposits and bank balances
are short-term in nature and based on the average loss
rates, the 12m ECL on short-term bank deposits and bank
balances is considered to be insignificant.
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (Continued)

Credit risk and impairment assessment
(Continued)

Amounts due from associates

The Group regularly monitors the business performance of
the associates. The Group’s credit risks in this balance are
mitigated through the value of the assets held by these
entities. The directors of the Company believe that there is
no significant increase in credit risk of these amounts since
initial recognition and the Group provided impairment
based on 12m ECL. For the years ended 31 December 2019
and 31 December 2018, the Group assessed the ECL for
amounts due from associates were insignificant and thus
no loss allowance was recognised.

Other receivables

For other receivables and deposits, the directors of the
Company make periodic individual assessment on the
recoverability of other receivables and deposits based on
historical settlement records, past experience, and also
guantitative and qualitative information that is reasonable
and supportive forward-looking information. The directors
of the Company believe that there is no significant increase
in credit risk of these amounts since initial recognition
and the Group provided impairment based on 12m ECL.
For the years ended 31 December 2019 and 31 December
2018, the Group assessed the ECL for other receivables and
deposits were insignificant and thus no loss allowance was
recognised.

The Group applies the simplified approach to provide for
ECL prescribed by HKFRS 9, which permits the use of the
lifetime expected loss provision for trade receivables.
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36. E @t T B ») 36. FINANCIAL INSTRUMENTS (continvea)
MEEEEREBRHRE Financial risk management objectives
BXR e and policies (Continued)
FERKBRRERMEE Credit risk and impairment assessment

(Continued)
AEEEFEERBREEESR IR As part of the Group's credit risk management, the Group
Th {5 A P& W BR 3K OB e AT fd B E uses debtors’ aging to assess the impairment for its
HEREERH 28 HER customers in relation to its operation of manufacturing
HEREBERTFZRE " R and trading in solvents, coatings, inks and lubricants
RERZEEPEEREAH because these customers consist of a large number of
EERRESEZNEER  MZE small customers with common risk characteristic that are
HERBREFIZBEOKEAREZ representative of the customers’ abilities to pay all amounts
NABERBRIE 28 - due in accordance with the contractual terms.
AEEBZ2RAFEERRBTRE The Group’s internal credit risk grading assessment
FEIAT $ 5I : comprises the following categories:
WEEE g S EWRIE
B &t 8 B S ERARE Uz e mEE

Financial assets

Internal other than trade

credit rating Description Trade receivables receivables

1K 2 REFZEANRREEEEMENCZSE - Z2HEBEHEERXLX REABHEER
— WEHRE EES
R E

Low risk The counterparty has a low risk of default Lifetime ECL — not 12m ECL

and does not have any history of default. credit-impaired

EREE RN BECEBABBRIRF EN - 2HEHEERLS REAAEHREE
— WEHRE EES
SR E

Watch list Overdue with reasonable and supportable Lifetime ECL — not  12m ECL

information.
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continuea)
Credit risk and impairment assessment

(Continued)
AEEE BEZE KA
BT AR t B B 5 EWRNRE Uiz emEE
Financial assets
Internal other than trade
credit rating Description Trade receivables receivables
7 &t BHER UTEANSEAEBEIR:y 2HEHGEERLX 2HEHEEEX
BH - BAR BRI EBE IR BT 15 B K — WENRE — W EERAE
THHRERIANR - EERREEZELM - SR E ERE
Doubtful Overdue without any reasonable and Lifetime ECL — not Lifetime ECL — not
supportable information. There have been credit-impaired credit-impaired

significant increases in credit risk since
initial recognition through information
developed internally or externally

resources.
B S ERBBETEEHRESRE- 2HEHREERL 2PRHAFEEX
—BHEBREFEER —BHEREER
B =l
Loss There is evidence indicating the asset is Lifetime ECL — Lifetime ECL —
credit-impaired. credit-impaired credit-impaired
t 8H ERBETEBARBAREVR IR At 8 FRIE B 5L 8
AEBYEBERBZERESR -
Write-off There is evidence indicating that the debtor is Amount is written ~ Amount is written
in severe financial difficulty and the Group off off

has no realistic prospect of recovery.
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36. €@ T B s
H¥EKREERER

& 8 B IR BB 7 45 )

(Continued)

ERAEBEERREREASF
— R OAEEBEGHEBRH . F
BoaEREEHEBEAAR
FPHETABEETHR o FRE
FREBREEBITEREEE
HEERX(MELBEERBE)
NEBEZRKFEBZEERRK 2E
BeR=—_FE-—hAhF+=-A=1+—
H# BR | < 58 440,327,000/ 7T
(= Z — )\ & :57,330,000/% jT) individ
I B2 IR AEERE 2 ERER X

7 E B FE A o

R-EBE-AE+=-RA=+—H

ually.

At 31 December 2019

36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
BZ fﬁ({%) and policies (Continued)
Credit risk and impairment assessment

As part of the Group's credit risk management, the Group
applies internal credit rating for its customers in relation
to its solvents, coatings, inks and lubricants operations.
The following table provides information about the
exposure to credit risk for trade receivables which are
assessed based on provision matrix within lifetime ECL
(not credit-impaired). Debtors which are credit-impaired
with gross carrying amounts of HK$40,327,000 (2018:
HK$57,330,000) as at 31 December 2019 were assessed

BEEEE FHBEAE REARG T

Gross
carrying  Average loss Net loss Carrying
amount rate allowance amount
TET TET TET
HK$'000 HK$'000 HK$'000

AEEEFR Internal credit rating

e Low risk 1,401,574 — — 1,401,574
EREE Watch list 3,41 9.62% (328) 3,083
78 Doubtful 30,564 47.55% (14,532) 16,032
1,435,549 (14,860) 1,420,689

ERCIKEERAT —T-NFEFR
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continued)

Credit risk and impairment assessment
(Continued)

At 31 December 2018
BEASE FHE LR FEARE RESE

Gross
Carrying  Average loss Net loss Carrying
amount rate allowance amount
TAET TET TAET
HK$'000 HK$'000 HK$'000

A= ETR Internal credit rating

15 [l Bz Low risk 1,576,518 — = 1,576,518
EREE Watch list 5,321 4.40% (234) 5,087
E2-3 Doubtful 18,374 42.32% (7,776) 10,598
1,600,213 (8,010) 1,592,203

BEEREDERERERRE
HERRZELBREOXRMGE
THAEFFETBERALSE
N ERZAEEERAE -
ZEMBEUEENBASEEEE
ARFAERBREAHZAHT
ARBERATRIER - 5 HEBE K
SEEEETHEN  UERE
ERERBERHBENESE
i

R—FE—NF+=—A=+—80"
AEBZBEEEER T E B R
SEREZESERNEIR
B 1B 1514,860,0008 T (= &
— J\ 4 : 8,010,000 JT) > B 2
IR = B R E 2 EUWER R ETiR
2 B % 540,070,000/ 7T (=
T — )\ £ : 57,152,000 JT) °

The estimated loss rates are estimated based on historical
observed default rates over the expected life of the debtors
and are adjusted for forward-looking information that
is available without undue cost or effort. Such forward-
looking information is used by the management of the
Group to assess both the current as well as the forecast
direction of conditions at the reporting date. The grouping
is regularly reviewed by the management of the Group
to ensure relevant information about specific debtors is
updated.

As at 31 December 2019, the Group provided
HK$14,860,000 (2018: HK$8,010,000) impairment
allowance for trade receivables, not credit-impaired,
based on the provision matrix. Impairment allowance of
HK$40,070,000 (2018: HK$57,152,000) were made on
debtors of credit-impaired.
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36. 2@t T B » 36. FINANCIAL INSTRUMENTS (continued)
MEEEEREBRHRE Financial risk management objectives
B fﬁ({%) and policies (Continued)
FERKBRRERMEE Credit risk and impairment assessment

(Continued)

TRETBEGLELTEZERES The following table shows the movement in lifetime ECL
ERFERAZZHEHREE that has been recognised for trade receivables under the
BLkz2E8 - simplified approach.

2HENEE 2HRHEGEE
BR(AEEHE BR(BHRE

FEERE) BiRE) 4t
Lifetime ECL Lifetime
(not credit- ECL (credit-
Impaired) impaired) Total
FAET FET FAT
HK$'000 HK$'000 HK$'000
RZE-N\EF As at 1 January 2018
—H—H 8,361 65,203 73,564
BEABLBREE Transfer to credit-impaired
VAR Wil (1,087) 1,087 —
BRI EEIE Net impairment losses
e recognised 1,525 7,492 9,017
A Y E Amounts written off as
ok uncollectible — (14,331) (14,331)
B Currency realignment (789) (2,299) (3,088)
RZZE—)\F As at 31 December 2018
+—-A=+—H 8,010 57,152 65,162
#EABLBEE Transfer to credit-impaired
VAR Wil (6,732) 6,732 —
BRI EEIE Net impairment losses
CREEE&E) (reversal of impairment
F FE losses) recognised 14,121 (12,201) 1,920
AN E Amounts written off as
Gk uncollectible — (10,944) (10,944)
B AR Currency realignment (539) (669) (1,208)
RZT—-hF As at 31 December 2019
+=-A=+—H 14,860 40,070 54,930

202 ER{LEIEEERATE —T-hEEER
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REBRDESRR AEEE
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REAEBEEXBRE  LRER
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ZRITEBEZEBBERRER
HaERRHE -

AEBRBRITEXREARD
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36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives
and policies (continued)

Credit risk and impairment assessment
(Continued)

The Group writes off trade receivables when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has
entered into bankruptcy proceedings or when the trade
receivables are over two years past due, whichever occur
earlier.

Liquidity risk

In management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The management monitors the utilisation of bank
borrowings and ensure compliance with loan covenants.

The Group relies on bank loans as a significant source
of liquidity. As at 31 December 2019, the Group had
available unutilised bank facilities of approximately
HK$3,607,671,000 (2018: HK$3,218,371,000).

The following table details the Group’s remaining
contractual maturity for its financial liabilities. For non-
derivative financial liabilities, the table has been drawn
up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group
can be required to pay. The table includes both interest
and principal cash flows. To the extent that interest flows
are floating rate, the undiscounted amount is derived
from interest rate at the end of the reporting period. For
derivative instruments settled on a net basis, undiscounted
net cash outflows are presented.
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36. 2T A

(&)

BHREAREERRA

36. FINANCIAL INSTRUMENTS (continvea)

Financial risk management objectives

Parax - -
BR #) and policies (continved)
REBEEREREZ) Liquidity risk (continued)
RBESRAREREK Liquidity and interest risk tables
-ERE WENL CLEL Y]
BFEE fFEA RehE
NETHAE HR-BR -BAE-F e 1 DENE 28 RELHE
More than ~ More than Total
Weighted 1yearbut 2 years but contractual
average Lessthan 1monthto  lessthan less than Over undiscounted  Carrying
interestrate 1 month 1 year 2 years 5 years 5years  cash flows amount
E i T TEL TiEn TiEn T T
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZ-1E At 31.12.2019
t-A=t-A
FECHEER Non-derivative financial liabilities
HESE and lease liabilities
ERER R Creditors and other payables
ERHE A NA 536,918 1,197,035 - - — 1733953 173393
BE Borrowings
— %8 — at variable rate 391 99,699 501,008 519,688 683,299 - 1,803,694 1,699,400
—EE — at fixed rate 32 180,491 36,736 37913 30,297 - 285,437 280,000
HERR Lease liabilties 451 1,805 19,856 15,690 19,600 13,378 70,329 61,250
818,913 1,754,635 573,291 733,19 13,378 3,893,413 3,774,603
fIATE—#4£8  Derivatives — gross settlement
flzEsan Interest rate swap contracts
— A — Inflow (202) 2,223 (2,425) (3,738) - (8,588) (8,236)
— i — Outflow 205 2255 2,460 3793 - 8713 8356
3 32 35 55 - 125 120
RZB-NF At 31.12.2018
t-A=t-A
FiEERAR Non-derivative financial liabilities
ERERREM Creditors and other payables
ER7E T EF NA 574,190 1,201,297 - - — 1775487 1775487
TE Borrowings
— %8 — at variable rate 356 85,252 660,644 617,529 805,726 — 2,169,151 2,051,257
—E8 — at fixed rate 360 443828 148,379 - - - 592,207 589,120
1,103,270 2,010,320 617,529 805,726 — 4536845 4415864
EREIEEBERAT —T-HFEEER
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36. FINANCIAL INSTRUMENTS (continvea)

Fair value measurements of financial
instruments

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

)2 EF -

the inputs to the fair value measurements is observable.

SHEE/LRER RTSIRHZALE &3 MEKERTRTIERAEE EXTARREARE
Financial assets/ Fair value valuation techniques and Significant unobservable
financial liabilities Fair value as at Hierarchy  key input(s) inputs
SE-0% Z2-)\f
tZA=t-H tZA=t-A
31.12.2019 31.12.2018
AL EHARR I ERIA - REXHEEROER - 28 BimEZRE TR
REBL B2 BEES Al
—55,292,000% 0
Debt instrument at FVTPL — debt Debenturein B A% - Level 2 Quoted price in over-the-counter NA
securiy lsted in the PRC BRGAROA-
HK$55,292,000
AEBNESHTE TIRES EEREMHENE)  ZE(REYHEHED) £2R BRALR - ARBERDENEANE(EREDR TR
o — 3,405,000 7% — 6,740,000 7C ZIBZREEMERL) RETANEE - BR
RRAFEEARZBERERS
BR(BEENETE)  RRBEHMEHE
— 12000057 -8
Interest rate swap coniracts assfieg.  Assets (under hedge Assets (under hedge Level 2 Discounted cash flow. Future cash flows are estimated ~~ N/A
T e accounting) — accounting) hased on forward interest rates (from observable
HK$3,405,000 — HK$6,740,000 yield curves at the end of the reporting period) and

Liabilities (under
hedge accounting)
— HK$120,000

Liabilities (under hedge
accounting)
—Nil

contracted interest rates, discounted at a rate reflects

the credit risk of the counter-parties
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36. €@ T B s
EMIAECAARERE

36. FINANCIAL INSTRUMENTS (continvea)
Fair value measurements of financial

(%) instruments (continved)
SHEE/LRER RY5IRAZALE & MEKBRIRTERAEE EXFTHERALE
Financial assets/ Fair value valuation techniques and Significant unobservable
financial liabilities Fair value as at Hierarchy  key input(s) inputs
“Ea% = Bt
tZB=t-8 tZA=t-A
31.12.2019 31122018
BAAEHAER2ENE 4R WGreen MondayZ 7 Common Good 28 EREENIERER ARGz M ER 2 AN ERHRAEIRE
BE_ BAABIALERE 0.7%E#IE - (Cayman) Holdings EEQAE ?i@ﬁi%ﬂi HE
) 21,680,000%7 : Limited 2 3.29% RERER  BUZRZ
iz bl ER REIA- REALE228T4
11,750,000 7 : R £1R
Finencal assets at FVTOCI— unguoted 0% equity 3.29% equity instruments ~ Level 2 Fair value derived by the management estimation with The considerations may
equity nstruments at VIO instruments in in Common Good reference to the market value of the shares in recent vary significantly due
Green Monday (Cayman) Holdings investment transactions to difference in timing,
— HK$21,680,000; Limited condition of sales and
and —HK$11,750,000; and terms of agreements,
size and nature of similar
business to derive the
estimated fair value
MRITRERRAN MAITREEREN 224 BRAERARSRAE NERMREASRECES MR HRZRR AR
RERAEZ3.33% RERRAZ333% BZERAREEN G RE ERE R2HA
BHEIE-& BRIZ-&
3.33% equity 3.33% equity instruments ~ Level 3 Discounted cash flow method was used to capture the Discount rate: The higher the
instruments in n AT RERRELS present value of the expected future economic benefits ~ discount rate, the lower
RITREEALH HEERAR to be derived from the ownership of these investments ~ the fair value and vice
HERAE — Nl — il versa
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36. FINANCIAL INSTRUMENTS (continvea)

Fair value measurements of financial
instruments (continvea)

There were no transfers between Level 1 and 2 during the
year. There was no movement for the equity investment
measured at FVTOCI on Level 3 fair value measurement.

The fair values of other financial assets and financial
liabilities are determined in accordance with general
accepted pricing models based on discounted cash flow
analysis. The directors of the Company consider that the
carrying amounts of these financial assets and financial
liabilities recorded at amortised cost approximate their fair
values.

Financial assets and liabilities subject
to offsetting, enforceable master
netting arrangements and similar
agreements

The Group entered into International Swaps and Derivatives
Association (“ISDA”) Master Agreements for its derivatives
financial instruments. The amounts recognised for the
derivatives financial instruments do not meet the criteria
for offsetting in the Group’s consolidated statement of
financial position since there is no cash collateral pledged
in respect of the Group’s derivative transactions.
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3. MEXRBAEEZ 37. RECONCILIATION OF LIABILITIES
REHK ARISING FROM FINANCING

ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing

TREINBFEAKEREXBH
ELZEEEHFE BFERS
RIFRCEBY BMEXBHE
EZRAEDRERENIARE
RAEEZHEEHRSRERAD
BRIBEXBHELEZR SR

ZEfE - activities.
&g HEAE ERFE EfKRE @zt
Lease Interest Dividend
Borrowings liabilities payable payable Total
TEL FTET THEL THET THEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZ-\F At 1 January 2018

—R—H 2,468,405 — — — 2,468,405
BEREM Financing cash flows 171,972 — (67,512) (101,555) 2,905
B%E A Finance costs — — 67,512 — 67,512
EERKE Dividends declared — — — 101,555 101,555
RZE-N\&F At 31 December 2018

+=RA=t+-8 2,640,377 — — — 2,640,377
ERABEHKHRE  Adjustment upon

ERIE16% %8 2 application of

RBE HKFRS 16 — 70,210 — — 70,210
RZZ—N%E At 1 January 2019

—HA—H (restated)

(&7 2,640,377 70,210 - — 2,710,587
BERST Financing cash flows (660,977) (24,190) (73,442) (125,674) (884,283)
H%BH Finance costs - - 73,442 — 73,442
EERKE Dividends declared — — — 125,674 125,674
MEHEERE Addition of lease liabilities — 39,622 — — 39,622
EHE—RHKE Disposal of lease liabilities

ARMERE through disposal of a

afE subsidiary - (25,049) - — (25,049)
g1 B 2K 22 B Effect of foreign exchange

MEEZFE rate changes — 657 - — 657
RZE-NE At 31 December 2019

+-A=+—H 1,979,400 61,250 — — 2,040,650
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38.SHARE OPTION SCHEME

On 25 May 2012, the shareholders of the Company at the
annual general meeting approved the adoption of a new
share option scheme (the “New Share Option Scheme”)
and the termination of the old share option scheme (the
"Old Share Option Scheme”) which was adopted by the
Company on 3 September 2002. Options granted under
the Old Share Option Scheme prior to such termination
will continue to be valid and exercisable in accordance
with the rules of the Old Share Option Scheme. The New
Share Option Scheme will expire on 24 May 2022 in order
to comply with the terms of Chapter 17 of the Listing
Rules. The purpose of the New Share Option Scheme is
to recognise and motivate the participants and to provide
incentives and a direct economic interest in attaining
the long term business objectives of the Company. The
principal terms of the New Share Option Scheme are
similar to those of the Old Share Option Scheme, the Board
may grant options to any eligible employees of the Group,
including directors of the Company or its subsidiaries,
legal, financial, management and technical advisers
and consultants, major customers and raw material and
machinery suppliers of the Group, to subscribe for shares
of the Company. The exercise period of options granted
shall not be more than ten years from the date of grant
and the Board may impose restrictions on the exercise of
options during the period options may be exercised. A
nominal consideration of HK$1 is payable on acceptance of
the grant of options. The subscription price of the option
share is not less than the higher of (i) the closing price of
the shares on the date of grant; (ii) the average closing
prices of the shares on the five trading days immediately
preceding the date of grant; and (iii) the nominal value of
the shares. The maximum number of shares in respect of
which options may be granted may not exceed in nominal
amount of 10% of the issued share capital of the Company
at the date of approval of the New Share Option Scheme.
However, the total maximum number of shares which may
be issued upon exercise of all outstanding shares options
must not exceed 30% of the issued share capital from time
to time. The number of shares in respect of which options
may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company in
issue from time to time, without prior approval from the
Company'’s shareholders.
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38. B ESTEl o)
BEREEBRESEEN
B AR 72 B B 53 B A0 46 4 SR S O
AR E RS R R B 2 B AT
& -

KNG EREREIT 2 M RI1THE
BRENREREHRNZEFH R
EHAH B 04 T E T R E B S 4
T

BE-Z—-h&E+=H

38 SHARE OPT'ON SCHEME (Continued)

The share options granted before under the Old Share
Option Scheme vest immediately and will continue to be
valid and exercisable in accordance with the rules of the
Old Share Option Scheme.

A summary of the movements of the outstanding options
and their related weighted average exercise prices during
each of the reporting periods under the Company’s share
option scheme is as follows:

For the year ended 31 December 2019

=+—-HLEE
BREHA
Number of share options
R=ZB-1#F R=ZB-n#F
-A-H +=ZA=+-H
RHAH B i R 1T B FREH DESEd
Cancelled
Outstanding during the  Outstanding
Date of grant Exercise price at 1.1.2019 year at31.12.2019
BT
HK$
ERRETE ZZTNETARA
0ld Share Option Scheme 5.10.2009 4.536 580,000 (580,000) —
R Rt E —Z-=%-A+—-H
New Share Option Scheme 11.1.2013 5.942 4,190,000 (230,000) 3,960,000
RERTTRE
Exercisable at the end of the year 3,960,000
BT BT BT
HK$ HKS$ HK$
BRMEFHTERE
Weighted average exercise price per share 5.771 4,935 5.942
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38. B IR AT &l ) 38. SHARE OPTION SCHEME (continueq)
BEE—_Z-N\F+=A For the year ended 31 December 2018
=t+-ALFE

BREHE
Number of share options
RZZ-N\F RZZ-N\F
—A—H +ZA=+—H
R EEH e SR FRTRE FREE AT R
Outstanding at Exercised during Cancelled  Outstanding at
Date of grant Exercise price 1.1.2018 the year  during the year 31.12.2018
BT
HK'$
ERRETE —ZI)\F
TA=+-A
0ld Share Option Scheme 31.10.2008 1.950 140,000 (140,000) — —
“ZTAFTRAR
5.10.2009 4.536 640,000 — (60,000) 580,000
780,000 (140,000) (60,000) 580,000
S B At 8 —T-=F%
~A+-8
New Share Option Scheme 11.1.2013 5.942 4,630,000 — (440,000) 4,190,000
RERTE
Exercisable at the end of the year 4,770,000
BT BT BT BT
HK$ HK$ HK$ HK$
SRMETFHTERE
Weighted average exercise price
per share 5.672 1.950 5.773 5.771
EERERERAESHEERE Details of the options held by the directors included in the
ZEIBWT above table are as follows:
BE-FT-NF+=A For the year ended 31 December 2019
=+—HBLHFE
BREHA
Number of share options
—E-NEF RZE-NE
—A—H +ZA=+—-H
R BHEH 6B HATE FREFHE FREAE i AR AT R
Exercise  Outstanding at Reclassified Cancelled  Outstanding at
Date of grant price 1.1.2019  during the year  during the year 31.12.2019
BT (fif Ea)
HK$ (note a)
ERREsE “ZTAETAAE
Old Share Option Scheme 5.10.2009 4,536 — 90,000 (90,000) —
R ER S —T-=F
~A+-8
New Share Option Scheme 11.1.2013 5.942 200,000 200,000 — 400,000
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38. B T &l w) 38.SHARE OPTION SCHEME (continued)
BEE—_Z-N\F+=A For the year ended 31 December 2018
=+-HILFE

BREZE
Number of share options

RZE-N\F RZE—N\F
—A—H +-A=+—8
i =l 1t 8 W AR AT ERNEHHE W AT
Outstanding at Reclassified Outstanding at
Date of grant Exercise price 1.1.2018 during the year 31.12.2018

BT (P & b)

HK$ (note b)

MERETE —E-=F
—A+—A

New Share Option Scheme 11.1.2013 5.942 400,000 (200,000) 200,000

Mt & Notes:

(@) EHELEEZTAHTES (@)  Mr. Ip Kwan was appointed as executive director with effect
BT NF—A—B8ER from 1 January 2019 and his number of share options was
HEREHRECHIIEESTER transferred from non-director to director.

EAEEHA -

by BEBLLECBHITHTEZSE: (b)  Mr. Kwong Kwok Chiu resigned as executive director with
B \GF—A—HRBEY effect from 1 January 2018 and his number of share options
AEEREHBECET > HERIKE was reclassified as share option to non-director.

EEBREER -

HE-_Z-N\F+=ZA=+—H The weighted average closing price of the shares of the
IEFE - RETEBRER A Company immediately before the dates on which the share
AR KA 2 o FH KT E R options were exercised was HK$2.63 (2019: nil) for the
263 L(ZF—NF: |- R year ended 31 December 2018. The options outstanding
FOR R AT L B8 B 4 2 o0 #E P at the end of the year have a weighted average remaining
BRBAENFHRIBE(ZE contract life of 3.03 years (2018: 3.63 years).

—\fF :3.63%F) -

wE R N R R A o No share options were granted for both years.
REEBREFIAELZHAA All share options granted under the Old Share Option
BERERNELEANKEE @ 17 Scheme vested immediately at the dates of grant with the
EHEELAMES R+ F - exercisable period of ten years from the dates of grant. The
RIFEHMBRE & L2 BR share options granted under the New Share Option Scheme
BAELBRHESMFRES were vested over two years from the dates of grant and
BT A% A+ RABEZ they are exercisable commencing from 11 January 2015 to
T_=F—ATRHIEATTE- 10 January 2023.
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BARESE

39. CAPITAL COMMITMENTS

—E-h#EF —ZT—N\F
2019 2018
TR FHET
HK$’000 HK$'000
EHKEME  MENK  Capital expenditure in respect of the
BEZERRAE acquisition of property, plant and
EEIHERNGEE equipment contracted for but not
B IS s B R provided in the consolidated financial
statements 11,662 89,365
KEHERIE 40. OPERATING LEASE COMMITMENTS
AEBEERAEHEA The Group as lessee

RBERAR  AKERBEEY X
ZTAHEREREMARELZ
REREMEE R FTRT 5 F H
&

At the end of the reporting period, the Group had
outstanding commitments for future minimum lease
payments under non-cancellable operating leases in respect
of rented properties which fall due as follows:

—E—)N\F
2018
FH& T
HK$'000

—FR

HF &

REBEAREETZ AL EBHK
HEeER-—FE_THFEE -

Within one year
E_EZERF(ERMFEBIEEA) In the second to fifth year inclusive
After five years

18,206
49,389
16,788

84,383

Under the leases entered into by the Group, the lease
terms and rentals were fixed from one year to twenty
years.
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40. REHEAE o 40. OPERATING LEASE COMMITMENTS
(Continued)
AEBERBEHEA The Group as lessor
FiBERERDEAS ZWERBEF All of the properties held for rental purposes have
ERRAFEBEHNEZEMBA - committed lessees for the next year to the next 5 years.
B A FE U 2 &K E KW Minimum lease payments receivable on leases are as
N follows:
—E-hEF
2019
TR
HK$'000
—FR Within one year 10,514
F_EZFRAF(BEMFRIEENA) In the second to fifth year inclusive 21,875
32,389
AEBEHEMBFH®TIRRKRKE The Group had contracted with tenants for the following
MENRETLE L future minimum lease payments:
—E-N\F
2018
FHE T
HK$'000
—FR Within one year 9,541
FEEFRF(EEMFBRIELEA) In the second to fifth year inclusive 112
9,653
REZYM¥ERAE2ERP, - H The properties held had committed tenants ranging from
HNF—FEZRF - one year to five years.
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41. RELATED PARTY TRANSACTIONS

(a)

(0

During the year, the Group paid rent of HK$960,000
(2018: HK$960,000) to Goldex Investments Limited
(“Goldex") in which Mr. Ip Chi Shing, a director of
the Company, has controlling interests over Goldex.
During the year ended 31 December 2018, the Group
paid rent of HK$350,000 (2019: nil) to Galsheer
Investments Limited (“Galsheer”) in which Mr. Yip
Tsz Hin, a director of the Company, had controlling
interest over Galsheer.

During the year, the Group received rent and license
fee of HK$492,000 (2018: HK$501,000) and service
fee income of HK$53,000 (2018: HK$53,000) from
Ip Chi Shing Charitable Foundation Limited in which
Mr. lp Chi Shing, a director of the Company, has
controlling interest over it.

During the year, the Group entered into sales
contracts of HK$2,477,000 (2018: HK$465,000)
and purchase contracts of HK$1,015,000 (2018:
HK$1,432,000) with associates of the Group.

The key management personnel are the directors of
the Company and the management executives of the
Company. The details of the remuneration paid to
them are set out in note 6.
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—E—AF+-_A=+—HIEFE For the year ended 31 December 2019

42. RETIREMENT BENEFIT PLAN

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Schemes Ordinance (the “ORSO Scheme”) and
a Mandatory Provident Fund Scheme (the “MPF Scheme”)
established under the Mandatory Provident Fund Schemes
Ordinance in December 2000. The assets of the schemes
are held separately from those of the Group, in funds under
the control of trustees. Employees who were members of
the ORSO Scheme prior to the establishment of the MPF
Scheme were offered a choice of staying within the ORSO
Scheme or switching to the MPF Scheme, whereas all new
employees joining the Group on or after 1 December 2000
are required to join the MPF Scheme.

The employees of the Group’s subsidiaries in the PRC are
members of a state-managed retirement benefit plan
operated by the government of the PRC. The subsidiaries
are required to contribute a specified percentage of
payroll costs to the retirement benefit scheme to fund the
benefits. The only obligation of the Group with respect
to the retirement benefit plan is to make the specified
contributions.

The costs charged to profit or loss of HK$41,534,000
(2018: HK$47,234,000) represent contributions paid or
payable to these plans by the Group at rates specified in
the rules of the plans in respect of the current accounting
period. As at 31 December 2018, contributions of
HK$461,000 (2019: nil) due in respect of the reporting
period had not been paid over to the plans. The amounts
were paid over subsequent to the end of the reporting
period.
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43. PRINCIPAL SUBSIDIARIES

ARABEEZMBRAF ZFBHT

MELREHE

AR/
i M B

Place of incorporation/

Details of the Company’s principal subsidiaries are as

follows:

BRRAZEE/
ERUE-EN

Nominal value of
issued share capital/

rEEEE
BRTRAER/
TMERZ LA
Proportion of nominal
value of issued share
capital/registered capital

TERE

Name of subsidiary registration registered capital held by the Group Principal activities
“E-nE ZE-NE
2019 2018
ZHAECI(EBBRAA HE—BENELR EAEHE— 100% 100% EBZH
A K %2,000,0007T
Bauhinia Chemical (Shanghai) PRC — wholly owned Capital contribution — 100% 100% Trading in coatings
Company Limited foreign enterprise RMB2,000,000
ZAEEHEEERAA BE LR — 149,665 T 100% 100% #HEHER
BRER — 3358 T (Ht&ta) (Hfita)
Bauhinia Coatings Group Limited ~ Hong Kong Ordinary — HK$149,665 100% 100%  Investment holding
Deferred — HK$335 (note a) (note a)
ZHEEH (LB ERAT HE—BENELRE EAEHE— 100% 100% HEREEZE
40,800,000 7
Bauhinia Coatings Manufacturing  PRC — wholly owned Capital contribution — 100% 100% Manufacture of and
(Shanghai) Co., Limited foreign enterprise UsD40,800,000 trading in coatings
Bauhinia Paints Limited RERLES LR — 1,000 7T 100% 100% #HEHER
British Virgin Islands Ordinary — HK$1,000 100% 100%  Investment holding
ZHAERR (KD ERAT HE—BENELR  EAEHE— 100% 100% HEREEZE
AR %28,000,0007
Bauhinia Paints Manufacturing PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
(Chengdu) Company Limited foreign enterprise RMB28,000,000 trading in coatings
AP RBAERAT BB Lak—20%T 100% 100% REER
EER — 6000008 (HiEa) (Hfita)
Bauhinia Paints Manufacturing Hong Kong Ordinary — HK$20 100% 100%  Investment holding
Limited Deferred — HK$600,000  (note a) (note a)
ERERR(LB)ERAA HE—BENELRE EAEH— — 100% #WEHRE
6,100,000% 7T (K&t
Bauhinia Paints Manufacturing PRC — wholly owned Capital contribution — — 100%  Property investment
(Shanghai) Co., Limited foreign enterprise USD6,100,000 (note ¢)
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43. T EK A H ) 43. PRINCIPAL SUBSIDIARIES (contined)
AEEKE
HRAL/ BRIRACEE/ BRETRAER/
WEAR AR B3ib R EMEE A2 LAl TEEH
Proportion of nominal
Nominal value of value of issued share
Place of incorporation/ issued share capital/  capital/registered capital
Name of subsidiary registration registered capital held by the Group Principal activities
“g-nE —INE
2019 2018
ZHERRORINERAT HE—BENELE  EAEHE— 100% 100% EEBZH
28,800,0007% 7
Bauhinia Paints Manufacturing PRC — wholly owned Capital contribution — 100% 100% Trading in coatings
(Shenzhen) Company Limited foreign enterprise HK$28,800,000
FERmE () FRAT HE—BENELE EAEHE— 100% 100% HEREERS
AR %88,000,0007
Bauhinia Variegata Ink & Chemicals ~ PRC — wholly owned Capital contribution — 100% 100% Manufacture of and
(Hebei) Limited foreign enterprise RMB88,000,000 trading in inks
RERBE(NLARRA HE—BENELE EAEHE— 100% 100% RHEREEHS
40,000,000 7
Bauhinia Variegata Ink & Chemicals ~ PRC — wholly owned Capital contribution — 100% 100% Manufacture of and
(Zhejiang) Limited foreign enterprise UsD40,000,000 trading in inks
RERBE(RL)AERRA HE—BENELE EAEHE— 100% 100% RHEREEHS
180,000,000/ 70
Bauhinia Variegata Ink & Chemicals ~ PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
(Zhongshan) Limited foreign enterprise HK$180,000,000 trading in inks
AEEBERERAR N LTER—28T 100% 100% ®EER
Best Lubricant Blending Limited Hong Kong Ordinary — HK$2 100% 100%  Investment holding
BERE(BR)ERAR N EER—1ET 100% 100% #®EZR
Best Prospect Investments Hong Kong Ordinary — HK$1 100% 100%  Investment holding

(Hong Kong) Limited

RERBERAT R L@k — 10,0008 T 100% 100% MERE
Big Youth Investments Limited Hong Kong Ordinary — HK$10,000 100% 100%  Property investment
Brandway Limited KBREXES TERk—1ET 100% 100% KEZRK

British Virgin Islands Ordinary — USD1 100% 100%  Investment holding
BRI IEREARAR &b L@ — 160,000 T 75% 5% REBRREERH
Concord Chemical Storaging Limited Hong Kong Ordinary — HK$160,000 75% 75%  Investment holding and

trading in solvents
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43. PRINCIPAL SUBSIDIARIES (continved)

r5EEE
BRETRAER/
R LA
Proportion of nominal
value of issued share

B A
AU

Place of incorporation/

BRARAZEE/
AR

Nominal value of
issued share capital/

capital/registered capital

TERE

Name of subsidiary registration registered capital held by the Group Principal activities
“g-n% —ET)NE
2019 2018
AEREEMNERAR HE—BENELRE  EAEH— 100% 100% BE#E
24,500,0007% 7
Da Chang Polymers (Huizhou) PRC — wholly owned Capital contribution — 100% 100% Trading in resins
Limited foreign enterprise HK$24,500,000
REATHEREEMERAR HE—BENELE ARER-— 100% 100% HEREEERM
50,000,0007% 70
Dongguan Pacoil Lubricant PRC — wholly owned Capital contribution — 100% 100% Manufacture of and
Company Limited foreign enterprise HK$50,000,000 trading in lubricants
eHAERRAA BE ERR—28T 100% 100% HEZER
Goldchain Limited Hong Kong Ordinary — HK$2 100% 100%  Investment holding
BRARAT EED L@k —1%En 100% 100% HEZER
Great Success Limited Samoa Ordinary — USD1 100% 100%  Investment holding
RECIZRERAF &b L@ — 600,000 T 100% 100% REZRREEAE
Handsome Chemical Development  Hong Kong Ordinary — HK$600,000 100% 100%  Investment holding and
Limited trading in solvents
FIEL IRBERAR &b T B — 60,0008 T 100% 100% REAERS
Handsome Chemical Services Hong Kong Ordinary — HK$60,000 100% 100%  Provision of treasury
Limited services
BE2K(EH)ERATA HE—BENELE  EAEHE— 100% 100% HEREEZH
20,000,000% 7
Hang Cheung Coatings (Hui Yang) ~ PRC — wholly owned Capital contribution — 100% 100%  Manufacture of and
Limited foreign enterprise UsD20,000,000 trading in coatings
Hang Cheung Petrochemical KBRXES TERk—1ET 100% 100% %EZRK
(International) Limited British Virgin Islands Ordinary — USD1 100% 100%  Investment holding
BEARLIBRARA &R E iR — 800,000/ 7T 100% 100% #HEHER
Hang Cheung Petrochemical Limited Hong Kong Ordinary — HK$800,000 100% 100%  Investment holding
Hang Cheung (W.S.) Limited BED T@ERk—1ET 100% 100% %EERK
Samoa Ordinary — USD1 100% 100%  Investment holding
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43. T B D R ) 43. PRINCIPAL SUBSIDIARIES (continved)
AEEEE
ML/ ERARAZEE/ ERARAEE/
HEATEHE g EREA BREAZIA  EEE

Proportion of nominal
value of issued share
capital/registered capital

Nominal value of
Place of incorporation/ issued share capital/

ERCISERRAA

Name of subsidiary registration registered capital held by the Group Principal activities
“g-nE —INE
2019 2018
EMEECIFERARA HE—NEREGE EARE - 75% 75% HEREERE
REMEE AR 15,000,000
Huizhou Shengda Chemical PRC — investment by Capital contribution — 75% 75%  Manufacture of and
Company Limited foreign investment RMB15,000,000 trading in solvents
enterprise
IFRECIRRERAR T —RERELE  EAEE - 75% 75% HEREERE
289,000,0007% 70
Jiangmen Handsome Chemical PRC — equity joint Capital contribution — 75% 75%  Manufacture of and
Development Limited venture HK$289,000,000 trading in solvents
IAXAREHERERAR HE—BENELE EAEHE— 75% 75% HEREE
53,000,0007% 70
Jiangmen Thansome Solvents PRC — wholly owned Capital contribution — 75% 75%  Generation and sale of
Production Limited foreign enterprise HK$53,000,000 electricity
T IEHBRAH &b L@ — 160,000 T 75% 5% EERY
Jinjiang Chemical Trading Limited ~ Hong Kong Ordinary— HK$160,000 75% 75%  Trading of solvents
Prophet Investments Limited KBREXES TER—1ET 100% 100% KEZRK
British Virgin Islands Ordinary — USD1 100% 100%  Investment holding
Radiant New Limited KBREXES TERk—1ET 100% 100% #MELHE
British Virgin Islands Ordinary — USD1 100% 100%  Property investment
FASTINEIZERAH HE —NEREGE EARE - 75% 75% HEREERE
REMEE 723,980,0007% ¢
Taixing Jinjiang Chemical Industry ~ PRC — investment by Capital contribution — 75% 75%  Manufacture of and
Company Limited foreign investment HK$723,980,000 trading in solvents
enterprise
RESEEBE)ERAT BE ERR—28T 100% 100% #HEER
TM Holding (Hong Kong) Limited ~ Hong Kong Ordinary — HK$2 100% 100% Holding of trademarks
TM Holding Limited KBREXES L@ — 18T 100% 100% HEBE
British Virgin Islands Ordinary — HK$1 100% 100% Holding of trademarks
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43. PRINCIPAL SUBSIDIARIES (continved)

B A
AU

Place of incorporation/

BRARAZEE/
AR

Nominal value of
issued share capital/

r5EEE
BRETRAER/
EMERZ LA
Proportion of nominal
value of issued share

capital/registered capital

TEEH

Name of subsidiary registration registered capital held by the Group Principal activities
“E-7E ZE-N\E
2019 2018
EXRER(FER)ARAA &R ERR—1ET 100% 100% EBZH
Yip's Camel (Hong Kong) Limited ~ Hong Kong Ordinary — HK$1 100% 100% Trading in coatings
Yip's Chemical (BVI) Limited KBRLES @R — 5005 100% 100% ®ERR
British Virgin Islands Ordinary — HK$500 100% 100%  Investment holding
ERCIRE(LB)BRAT  HE—BENELE ARER-— 100% 100% #HERE
17,000,000% 0
Yip's Chemical Research & PRC — wholly owned Capital contribution — 100% 100%  Property investment
Development (Shanghai) foreign enterprise UsD17,000,000
Company Limited
EREE(RE)ARAA B LA — 999,500 7T 100% 100% REZBRRRERS
JEERR — 5007 T (Ht&ta) (Hfita)
Yip's H.C. (Holding) Limited Hong Kong Ordinary — HK$999,500 100% 100%  Investment holding and
Deferred — HK$500 (note a) (note a) provision of services
ERIEBRARAH Bk T @A — 10,0008 75% 5% REERREERE
Yip's Industrial Holdings Limited Hong Kong Ordinary — HK$10,000 75% 75%  Investment holding and
trading in solvents
EXHE(RB)ERAR BE ERR—28T 100% 100% REZRREEHS
Yip's Ink & Chemicals (Group) Hong Kong Ordinary — HK$2 100% 100%  Investment holding and
Limited trading in inks
ERERB(EE)ERAR N @R — 290,0007% 1 100% 100% REZRREEHEH
Yip's Lubricant Limited Hong Kong Ordinary — HK$290,000 100% 100%  Investment holding and
trading in lubricants
Yip's Pacific Limited KBRXES LER— 100% 100% ®ERR
36,251,000 7
British Virgin Islands Ordinary — 100% 100%  Investment holding
HK$36,251,000
EREEE(LE)BRAR HE—BENELE EAEH— 100% 100% EEHBH
250,000E 1T
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43. T EW B A 8 @)

WEAREH

AfEY/
AU

Place of incorporation/

43. PRINCIPAL SUBSIDIARIES (continved)

rRERA
BRRAZEE/ BRRAEE/
EREx AMERZL A TRER

Proportion of nominal

Nominal value of
issued share capital/

value of issued share
capital/registered capital

Name of subsidiary registration registered capital held by the Group Principal activities
“E-NE ZE-NE
2019 2018
PRC — wholly owned Capital contribution — 100% 100% Trading in lubricants
foreign enterprise USD250,000

BEEYAKEHEERAR HE—cE5ERE  EER—9300000%TT 60% 60% HEREEHE

PRC — equity joint Ordinary — USD9,300,000 60% 60% Manufacture of and
venture trading in resins

EREERHRINBRAT HE—BENELE EAER — 100% 100% fR4 R

AR %1,000,0007C
PRC — wholly owned Capital contribution — 100% 100%  Provision of services
foreign enterprise RMB1,000,000

BEMABREBEIEREAR HE—BENELE EAER — — 100% RETERS

NG| A K 1,000,0007 (K &Eb)
PRC — wholly owned Capital contribution — - 100%  Provision of car services
foreign enterprise RMB1,000,000 (note b)

Mt 5F Notes:

(@ FAEASBEREZELTRGHE (@)  The deferred shares, which are not held by the Group, carry
- R Q) SN R SR G AN ) no right to dividend or to receive notice of or to attend or
RREZBEIHEEMZR vote at any general meeting of the company. On a winding-
ARFEASHRESTLERE - & up, the holders of the deferred shares are entitled out of
ERK MEARKRFAE A the surplus assets of the company to a return of capital paid
AEE)EEZHRERZS up on the non-voting deferred shares but only when holders
BHEZHzEARBLESHK of ordinary shares, namely, the Group, have received in full
100,000,000,000/% 7T @ A i& the return of capital paid on them and, in aggregate, a total
EROFRBATERRZRAT sum of HK$100,000,000,000.
FHREEFERERERSR
BRIERN T ZER -

by ZHBARAERZ=ZZ—NFMN (b)  The subsidiary was disposed on 11 April 2019. Please refer
A+—BAHE - -FBERELHK to note 34(b) for details.

FE34(b) °

(© ZWBRAAERZ=ZZ—AFN () The subsidiary was disposed on 7 August 2019. Please refer
AtHEE - FBEBL2HM to note 34(a) for details.

34(a) °
EREIEEBERAT —T-HFEEER
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BxYip's Chemical (BVI) Limited
RATEEFBIN - FTE H Al
BRARYARERE -HKREARE
XM ZIREBEER AT T
BLiiIBAREEERERH
ER A SRR M B AR o

ERFAIIAEBZHMBERARINE
ERREFELAERXENLE
EXBEZIEMNBRA -EF
RRIBEEBHMBRAR ZFER
BRIIERE -

EMBARAR-_Z—-NALFE+_A
=t B FAEMERHEE
AEBES °

TRETSERIFERERZ
AEBEFZ2EMBARZFHIT

B 7 3R & FINANCIAL STATEMENTS

e MBS

Notes to the Consolidated Financial Statements

BE-_Z—NAF+-_A=+—HIFE For the year ended 31 December 2019

43. PRINCIPAL SUBSIDIARIES (continved)

Except for Yip’'s Chemical (BVI) Limited which is held
directly by the Company, all other subsidiaries are indirectly
held. Except for the investment holding companies
which have no specific place of operation, all the above
subsidiaries operate principally in their respective place of
incorporation/registration.

The above table lists the subsidiaries of the Group which,
in the opinion of the directors, principally affected the
results or assets or liabilities of the Group. To give details
of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

None of the subsidiaries had any debt securities subsisting
at 31 December 2019 or at any time during the year.

The table below shown details of non-wholly owned
subsidiaries of the Group that have material non-controlling
interests:

FERRERACHARRER
WEARER ELEARE Y ER L ES A REBLH PRFEERER 2ER (BB ZFERESR
Proportion of ownership
Place of incorporation and interests and voting rights held Profits (loss) allocated to Accumulated

Name of subsidiary principal place of business by non-controlling interests

= Sk 2\ = 2\ 8-nf =l

non-controlling interests non-controlling interests

2019 2018 2019 2018 2019 2018
TER TR TER ThER
HK$'000 HK$'000 HKS$'000 HK$'000
IARGEIRRERAAR Gk 5% 25% 62,458 59,641 387,290 356,442
ERBAR(NIMAEERE))
Jiangmen Handsome Chemical The PRC
Development Limited and its
subsidiary (the “Jiangmen Handsome
Group”)
BALIERERARR Bk 5% 25% (625) 5219 204,751 213,774

EREAR(HAEE])

Concord Chemical Storaging Limited ~ Hong Kong
and its subsidiaries (the "Concord
Group”)
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43. T EWMB AR 43. PRINCIPAL SUBSIDIARIES (continuea)
FHEEARFEREGZZIAE Summarised financial information, which is prepared
EfBRARcHBEHRES in accordance with HKFRSs, in respect of the Group's
7 B R e AR A AR L) BE Z & 5 subsidiaries that have material non-controlling interests
T ATHMBERREREH is set out below. The summarised financial information

SERXZAZHE -

below represents amounts before elimination of intragroup
transactions.

—E-hF —E-N\F
2019 2018
FERT FHET
HK$’'000 HK$'000
AIMHREEER Jiangmen Handsome Group
ERHE Revenue 7,373,906 8,924,881
gl Expenses (7,124,073) (8,686,319)
NG A Profit for the year 249,833 238,562
REZHEK =B Total comprehensive income for the year 208,308 124,167
EMENE B Non-current assets 789,355 596,608
mEEE Current assets 2,713,514 3,011,481
mEasE Current liabilities (1,946,737) (2,180,901)
ERBAE Non-current liability (6,972) (1,423)
KA 25 Total equity 1,549,160 1,425,765
MEEEAHES 2IRE  Net cash inflow from operating activities
A F R 114,905 608,164
HEEBREL 2IRE  Net cash outflow from investing
R activities (193,988) (155,577)
BEEBTESL 2RSS  Net cash outflow from financing
pigurpEs activities (170,631) (226,618)
BeORb)RAFE Net cash (outflow) inflow (249,714) 225,969
EfMEERERRE Dividends paid to non-controlling
interests (21,228) (11,328)
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43. T EME R A2 43. PRINCIPAL SUBSIDIARIES (continuea)
—E-NF —E—N\F
2019 2018
FTER T
HK$’000 HK$'000
1 A & = Concord Group
= Revenue 167,574 162,804
gy Expenses (170,072) (141,930)
AN (E51E) 417 (Loss) profit for the year (2,498) 20,874
ANEZ2ME (X H) WK ZEE % Total comprehensive (expense) income
for the year (1,848) 7,049
ERBEE Non-current assets 40,008 15,955
BN E E Current assets 889,586 875,480
mBEE Current liabilities (99,562) (36,134)
FRBEME Non-current liabilities (11,025) (203)
R Total equity 819,007 855,098
MEEBHES Z2IRE  Net cash inflow from operating activities
A 41,866 40,656
WEEBMEEZ2HE S  Net cash (outflow) inflow from investing
Ot ) m A F 8 activities (4,277) 328
BEEBTEL 2  Net cash outflow from financing
o v EA activities (96,116) (13,664)
B Ont)mAFE Net cash (outflow) inflow (58,527) 27,320
BT IR =R B Dividends paid to non-controlling
interests (8,561) —

44.

TEFREXRZ

FRA-AKERERAAEDE
M BE RGeS HEE B
Z AB-—FEnF -RNHEE
FtaR  AEBEEREERE
& E42,266,00008 T R E A&

39,622,000/ 7T °

44. MAJOR NON-CASH
TRANSACTIONS

During the year, the Group entered into new lease
agreements for the use of leased properties and plant
and machinery for one year to five years. On the lease
commencement, the Group recognised HK$42,266,000 of
right-of-use asset and HK$39,622,000 lease liability.
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45. FEHEEH

45. EVENTS AFTER THE REPORTING
PERIOD

(a)

RZZFE_ZTF—H XK (a)
SEHITIBBEBAARE
12,130,000t (8 &
13,500,000 7t) 73 & 7 4t
REFBHBREBRAA
([ 4k X 2£1) 21,800,000
Rt WERRKEAR
#10,000,0007T (/8 & ®
11,200,000 7r) 4z B &8 b
X RRXBTERE K
SEMEFHEARKRER
38.58% L H £61% A
EREREMBRARNKA
REBzEEFEZENE

In January 2020, the Group entered into agreements
to subscribe 1,800,000 new shares of

BAEHEERE AR QA (”/—J:ltji
RMB12,130,000 (equivalent to HK$13,500,000) and
to acquire additional interest at a consideration of
RMB10,000,000 (equivalent to HK$11,200,000). The
equity interest of the associates held by the Group
increased from 38.58% to 61% upon completion of
the transactions and JaJ 4t K 25
become indirect non-wholly owned subsidiaries of

and its subsidiaries

the Group.

NCII

b)) —FT_FTFEPNREBFZME
ERAESRBEENER2Y
7N 5 RO RO R R
£ [EEETRERMANM
BRI AEEBNEER
EEHBRBREEER
TR -_Z_ZEF_AyE
BET MAKBERBEMER
BEOTIERETEREERIE
MEFPMATRSE LR
E_TE_ AP AknE
BERBMHME - REHE
—E@w&grﬁ

ghzmAR

ﬁiéﬁ%ﬁﬁé
FZA2EEELEEERE
i A BB 40 07 4k K 2 & & 7%

BEERM -

&R H?ﬁfk#ﬁia F‘\%

HAREHEBHK
R o EEEME'IE;

THEEE REREAEH
EAFERBEANRBS

WTﬁE&XE’Jﬁ
@ .

ERIEIEERRAE —T—

NFEEFH

The outbreak of the COVID-19 pandemic occurred
in early 2020 will inevitably affect the Group's
businesses in the PRC. In support of the PRC
government’s efforts in pandemic combat, the
Group’s production lines were suspended for a
short period of time after the Chinese New Year
Holidays, and resumed production successively in
early February 2020. The shops of ;i 46 A 2 car
maintenance chain, the Group's strategic investment,
also closed because of the pandemic. But some of
the outlets reopened gradually since mid-February
2020. The Group has been monitoring closely the
development of the pandemic. Upon a comprehensive
risk assessment, all production plants resumed
normal operation in March 2020. Most of the shops
of Jal 4t K % also reopened.

As on the date of the consolidated financial
statements, the impact of the pandemic on the
Group’s businesses were not yet reflected. Since
there are a lot of uncertainties about how the
pandemic will evolve, the Group at this stage is not
in a position to assess or predict what full financial
impact the pandemic might bring.
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46. STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

—E-NF —E—N\&E
2019 2018
FHET FH& T
HK$’000 HK$'000
ERBEE Non-current assets
REBARIZRE Investments in subsidiaries 419,648 426,688
JE U — FE] BT &8 A &) Amount due from a subsidiary
HIE 827,486 818,848
1,247,134 1,245,536
B E E Current assets
H b i I AR 3R % TR A Other debtors and prepayments
HIE 148 145
RITEBREE S Bank balances and cash 697 483
845 628
mEaE Current liabilities
E A & A5 BR R K FE B Other creditors and accrued charges
A 794 701
FES — R W B A A Amount due to a subsidiary
KA 36,337 66,911
TESmIA Derivative financial instruments 4,357 2,525
41,488 70,137
mBBEEFEE Net current liabilities (40,643) (69,509)
BEFE Net assets 1,206,491 1,176,027
AR A K e 4 Capital and reserves
% A< Share capital 56,403 56,403
Ep Reserves 1,150,088 1,119,624
1B Total equity 1,206,491 1,176,027
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46. 2~ A 7] B 7 AR R & o) 46. STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

(Continued)
#E2 B Movement of reserves
REEE BRERSE Al ERfifE EXEBRE REEAN Ait
Capital
Share Share option Other  Translation  redemption Retained
premium reserve reserve reserve reserve profits Total
AL Tin TAL Tin TAL T TAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(BzF)
(note)
WZE-NE-B-B  At!lanuary 2018 504,902 5280 TN 174407 416 4700 1230425
REGF Profit for the year = = = = = 39,202 39,00
RAEZ 25 5% Exchange difference arising on
MEECERZR translation to presentation
currency - - - (60,034) - - (60,034)
TERENELE Total comprehensive income
for the year - - - (60,034) — 39,202 (20,832)
REREETEMAEE  Share issued at premium upon
EXPA ) exercise of share options 27 (28) - = - - 259
RETRAM Cost incurred in connection with
EEZHA issue of shares (1) - - - - - 1)
NEEREREA Share options cancelled and
RE&EF transfer to retained profits - (490) - - - 490 -
EffkE Dividends paid = = = = = 90,227) (90,227)
i Slt3 At 31 December 2018
+-A=1+-H 505,188 4,762 71,700 114,393 5416 412,165 1,119,624
RELH Profit for the year = = = = - 6% 145,698
RFZEZHEH Exchange difference arising on
fEEZEXZR translation to presentation
currency — — — (19,349) — = (19,349)
FELENHAE Total comprehensive income
for the year - - - (19,349) - 145,698 126,349
NEEREREA Share options cancelled and
RE&EF transfer to retained profits - (659) - - - 659 -
EffkE Dividends paid = = = = = (95,885) (95,885)
R-Z-NF At 31 December 2019
+-A=1+-H 505,188 4,103 71,700 95,044 5416 462,637 1,150,088
Mizr: HM@EHEER-—NANL—F5% Note: Other reserve represents the reserve arising from group
BEEAMmMEEZHE - reorganisation in 1991.
EREIEEBERAT —T-HFEEER
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