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Cover Design Rationale

The design features the logo of Yip’'s Chemical that is outlined with
clean simple lines, in which the curves in seven colours representing each
core value of the corporate vision. They embrace the Yip's Chemical
logo in the center, symbolising that the Group is making diversified
development on the foundation of these core values and is striving to
build a quality chemical platform.
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Profit attributable to owners
of the Company”

1,217,830,000

7T HK$

A 200%

(—F %7
Revenue

3,358,509,000

7T HK$

¥ 16 %

N BEBEREEBRRERLEREERR

A Included continuing operations and discontinued operations

t BERRIRES KR 7538l
1 Included the special dividend of HK75 cents per share

* FRITEBEEGALNARREGEEEN B LR EREE

* Measured by net bank borrowings as a percentage of equity attributable to owners of the Company

ER{LIEEMARAT —T- —FEFR
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Earnings per share”

214.2

Bl HK CENTS

AN 194%

EFRIT

Dividend for the year'

90

Bl HK CENTS

AN 125%

featk =~

Gearing ratio*

24.8%

Sz BEH
¥ 11. % POINTS

HES
Sales volume

269,000

0 METRIC TONS

Y 20%

HZE2022F12A31HIEFE ((EFEZ)
For the year ended 31 December 2022 (audited)
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Chairman’s Statement — Review and Outlook

F & Chairman
RS E Mr. Ip Chi Shing

G
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Review

It is my pleasure to present to all shareholders (the
“Shareholders”) of Yip's Chemical Holdings Limited (the
“Company”, together with its subsidiaries collectively be
referred to as "Yip's Chemical” or the “Group”) an overview
of the Group’s performance for the year ended 31 December
2022 (the "year under review"”). The past year represented the
most difficult and heart-wrenching year among the fifty-one
years since the establishment of the Group where we were
confronted with various challenges. Throughout the year under
review, the management paid close watch on the number of
confirmed COVID-19 cases among our staff and its impacts and
cared for the employees’ wellbeing and recovery. In addition,
the challenging macro operating environment during the year
under review was a rare sight in recent years. The Russia-
Ukraine conflict which suddenly broke out back in February 2022
has already lasted for a year and intensified beyond what was
anticipated. Ongoing geopolitical tensions in various regions
have therefore escalated, leading to serious global energy and
food supply crisis. The sudden imbalances in the global supply
chain have dealt a severe blow to the global economy which is
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already sluggish. Following that, the outbreak of the COVID-19
pandemic in Shanghai in April 2022 and then the widespread
outbreaks in various provinces, cities and regions across China
led to a more challenging situation than that of 2021 in various
degrees. The strict pandemic control measures implemented by
the government have posed significant challenges not only to
all economic activities nationwide, but also internationally. As
a result, the Group’s core businesses in Mainland China were
subject to negative impacts in terms of costs, sales, operation
and other aspects. On the other hand, the United States of
America (“US"”) and other Western countries have made several
considerable interest hikes in a row with an aim to ease the
persistently high inflation rate since September 2022, resulting in
depreciation of Renminbi (“RMB") of nearly 8.5% during the year
under review. Despite a challenging macro environment due to
the combined effect of these negative factors, the management
team at all levels within the Group rose to the challenges and
performed their duties diligently by making strenuous efforts to
reduce the overall costs and implementing contingency measures
to cut expenses, which laid a solid foundation for the future
development of the Group but the macro economy still inevitably
imposed negative impact on the core businesses of the Group to
various extents during the year under review.

In general, | am disappointed with the overall results of the
Group in the year under review, but am also pleased with and
have high expectations for a number of events: (1) during the
severe pandemic outbreaks throughout the year under review,
we have seen a rapid recovery for the majority of confirmed
COVID-19 cases among our staff and there was no death due to
COVID-19 during the period; (2) based on the prudent assessment
on various latest uncertainties, the management team decisively
voluntarily withdrew the application for the spin-off and separate
listing of JF2H)/M2 C)L) AR A7) (Bauhinia Variegata Ink &
Chemicals (Zhejiang) Limited*) (“Bauhinia Variegata”) (formerly
known as ¥ HE MK D AR A A (Bauhinia Ink Company
Limited)) in Mainland China in August 2022 (please refer to the
announcement of the Company dated 5 August 2022 for details);
(3) after nearly a year-long negotiation, the Group eventually
entered into an agreement with PAG in relation to the disposal
of the controlling equity interests in the solvents business to PAG
(please refer to the announcement of the Company dated 25
July 2022 for details). Based on the annual review of each of the
above significant events, the revenue and the sales volume of the
Group (excluding its solvents business) for the year under review
were only HK$3.36 billion and 269,000 tonnes respectively,
representing a decrease of 16% and 20% when compared to

2022 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED
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the corresponding period of the preceding year. In terms of
profit attributable to owners, HK$1.22 billion was recorded,
representing a substantial growth of 200% year-on-year.
However, excluding the one-off special gains from the aforesaid
substantial transaction and the adjustments made in connection
with the transaction, the profit attributable to owners of the
Group for the year under review was actually approximately
HK$125 million, representing a decrease of 69% year-on-year.

The Group would also like to report on its robust financial
performance. Excluding the considerable decline in the gearing
ratio of the Group resulting from the aforesaid special gains,
the management continued to impose strict comprehensive
control over the working capital of the Group during the year
under review, maintaining a stable and healthy performance in
terms of all relevant indicators. After a thorough assessment of
the Group’s business prospects and considering the established
practice of rewarding Shareholders earnestly, the board
(the “Board”) of directors (the “Directors”) of the Company
recommended to pay a final dividend of HK5 cents per ordinary
share of the Company (the “Share(s)”) to all Shareholders as
compared to the final dividend of HK18 cents per Share declared
during the preceding year. In addition, the Board also resolved
to declare and pay a special dividend of HK75 cents per Share to
all Shareholders in respect of the special gains from the aforesaid
substantial transaction as compared to the 50" anniversary
special dividend of HK10 cents per Share declared during the
preceding year.

Outlook

| firmly believe that the overall business environment will improve
in the coming year. Although the Russia-Ukraine conflict has
shown no sign of reconciliation yet, it is expected that the conflict
will not further escalate, providing some relief to the struggling
global economy. It is also expected that we are going to witness
slower and lower interest rate hikes by the US and other Western
countries. On the other hand, despite the increasing tensions
between the Western camp, including the US, and China as
well as the more comprehensive and strengthened sanctions
against China imposed by them, it is expected that, through
years of tough challenges and roll-out of counter-measures, the
PRC economy will continue to demonstrate strong resilience. In
particular, upon the conclusion of the 20" National Congress and
with the overall easing of the pandemic situation in China, | am
delighted to see that the Chinese government has gradually lifted
the pandemic control measures in various areas, and citizens’
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lives have returned to normal, leading to significant increase in
consumer confidence in self-owned property and other sectors.
Combined with the established national policy of maintaining
stable economic development and promoting business growth
by running the economy in a dual circulation, which is based
primarily on the domestic economic cycle driving the international
economic cycle, it will certainly create favourable conditions
for the improvement of the business environment this year. In
addition, the completion of the solvents partnership project
between the Group and PAG will have a huge and far-reaching
impact on the future development of the Group and its solvents
business. It is expected that, under the leadership of PAG,
the new associate will vigorously and continuously develop its
production of upstream raw materials, with an aim to ensure
stronger competitiveness of downstream products and a brighter
future.

The Group will continue to reap greater benefits and returns
from business partnership in the future, and will seek more
opportunities for business growth while making good use of
its strong financial strength in consolidating and developing its
core businesses (especially the coatings and inks businesses).
Meanwhile, the Strategic Investment Department of the
Group has gained extensive experiences through two years of
exploration and has developed a better-defined strategic goal.
Capitalising on our soft power and smart power, efforts will be
made to secure more projects, which will surely generate greater
synergies with the Group’s core businesses and is expected to
become a major revenue stream for the Group in the future.
On the other hand, the Group has benefited greatly from its
efforts in succession planning and nurturing new generation of
successors over the past several years. With greater efforts and
diligence, the new management team will continue to uphold
the Group’s decades-long business philosophy and create greater
value for the Shareholders.

On behalf of the Board, | would like to take this opportunity
to express my heartfelt thanks to all employees for their hard
work; to business partners for their trust and support; and to all
members of the Board and the leadership teams at all levels for
their outstanding leadership, solidarity and dedication.

Ip Chi Shing
Chairman

24 March 2023

* For identification purposes only
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Highlights of the Group's results for the year ended 31 December
2022 are as follows:

A sharp drop in the price of raw materials used in the
solvents business in the second half of the year under
review impacted the business segment, which also dragged
down the Group’s sales revenue (including those from
the continuing operations and discontinued solvents
business) by 21% year-on-year to approximately HK$14.0
billion, while sales revenue from the continuing operations
decreased by 16% year-on-year to HK$3.36 billion;

In addition, the solvents business suffered a substantial
inventory loss due to the decline in raw material prices,
especially for the third quarter of the year under review
when the business segment recorded an unusual loss.
Fortunately, the profit level of the business segment
returned to normal in the fourth quarter of the year under
review after the raw material inventories purchased at
higher cost have been consumed;
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Being affected by the pandemic, the revenue of the
coatings and inks businesses recorded a noticeable decrease
compared to the corresponding period of the preceding
year, with that of the coatings business falling by 20%
year-on-year and that of the inks business falling by 11%
year-on-year. The coatings business reported a turn from
loss to profit due to the write back of bad debts, while the
inks business showed limited improvement and recorded
a substantial decline as compared to the corresponding
period of the preceding year;

Based on the above, the operating loss of the Group’s
continuing operations for the year under review was
approximately HK$12 million, representing an improvement
of 39% over the corresponding period of the preceding
year;

The Group disposed of 51% of the effective interest in
and of Hi{Z/{t TEE AR A7 (Handsome Chemical
Group Limited**) (“Handsome Chemical”) to PAG, and
the transaction was completed in 2022. After deducting
all related expenses, the non-recurring income and
operating profit from the discontinued operation for the
year under review was approximately HK$1.18 billion and
approximately HK$230 million, respectively. Therefore, the
Group achieved a record-high profit attributable to owners
of HK$1.22 billion;

The gearing ratio fell sharply to 24.8% at the end of
December 2022;

After taking into consideration the Mainland China capital
market conditions and the overall capital situation of the
Group, the Group decided to withdraw the application
for the proposed spin-off and separate listing of Bauhinia
Variegata on the Shenzhen Stock Exchange (”SZSE”) : and

Following the disposal of 51% of the effective interest
in and of Handsome Chemical, the Group still held the
remaining 24% effective interest in and of Handsome
Chemical. However, the solvents business, which was
accounted for as a business operated by the Group's
associate and being spun off from the Group’s major
business segments, became a discontinued operation.

2022 ANNUAL REPORT  YIP’S CHEMICAL HOLDINGS LIMITED
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Review and analysis of the Group’s major business segments are
as follows:

Solvents

As mentioned above, the solvents business took a hit due to
the decline in raw material prices during the year under review,
resulting in a decrease in the revenue and operating profit.
However, in terms of total profit from daily operation (excluding
the income from the disposal of effective interest in and of
Handsome Chemical and related expenses), the business still
recorded relatively high profitability in its 30-year operation.

The new plant in Zhuhai has been put into operation smoothly
during the year under review, with various output indicators
exceeding designated and anticipated targets. The management is
drawing reference from this successful experience and introducing
the superior technology from the Zhuhai plant to the Taixing plant,
which is believed to deliver new benefits to the Taixing plant in
terms of production capacity and consumption reduction.

During the year under review, the major preliminary preparatory
work for the construction of an acetic acid plant has been
substantially completed. In the first half of 2023, relevant
construction will be organised at the selected site located in
Jingmen, Hubei Province, which is expected to be put into
production in mid-2025.

| was re-elected as chairman of the board of directors at the
meeting of Handsome Chemical’s newly formed board, and | will
continue to strive to lead its business to achieve new heights.

Coatings

The pandemic delivered a blow to the coatings business during
the year under review, causing a 20% decline in sales revenue
to HK$1.64 billion. The Group experienced a shortage of
demand for both new and existing decoration works as the
pandemic hampered the expansion of architectural and industrial
coatings businesses, while the real estate market in Mainland
China remained sluggish. Confronted with these challenges,
the Group continued to expand its quality branded store sales
network across the country with over 2,300 Bauhinia-branded
stores, laying a solid foundation for the future development of
architectural coatings business. Meanwhile, the Group continued
to make progress in reducing costs, lowering expenses and
improving product class and portfolio structure during the year
under review, resulting in an increase in gross profit margin to
23.9% and contributing an operating profit of HK$8.5 million.
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Looking ahead to 2023, the demand and sales revenue of
coatings will increase as the Mainland economy recovers after
the pandemic. In addition, the Group will continue to invest in
branding and sales network development to constantly promote
the development of “Bauhinia” and “Camel” brands in the
architectural coatings industry.

Inks

During the year under review, the sales revenue of the inks
business, as dampened by the pandemic, dropped by 11% to
HK$1.34 billion. The management strived to improve the gross
profit margin but the effectiveness of the measures was not
significant, with only a slight increase of 0.5 percentage point. In
addition, given that our efforts in cost reduction delivered little
results, especially coupled with some one-off special expenses
incurred in relation to the spin-off and separate listing application
of Bauhinia Variegata on the SZSE, this segment recorded
substantial decrease in operating results with an operating
profit of merely approximately HK$9.4 million for the year under
review.

Subsequent to discussion by the management at its year-end
meeting, decisions for bold reforms were made: (1) Efforts will
be prioritised to improve the quality of the businesses, instead
of blindly pursuing revenue growth. (2) Efforts will be made to
achieve substantial reduction in costs, including cutting down
the size of the workforce by 15% by the end of 2022, and
streamlining and merging compatible business lines as well as
various compatible departments. It is believed that such cost
reduction measures will significantly alleviate the burden of
the segment. (3) Efforts will be made to develop promising,
environmentally friendly and new types of high quality ink
products. The management holds the view that, although the
aforesaid three measures may not generate substantial revenue in
2023, they will certainly bring new momentum to the segment in
terms of sustainability, stability and development.
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Lubricants

During the year under review, the expansion of the lubricants
business fell short of expectations, with its sales revenue dropping
by 10% year-on-year to approximately HK$300 million, as a
result of the weakened demand from the lubricants market due
to the significant decrease in commuting during the pandemic.
The Group continued its efforts in developing the diesel engine
project tailored to logistics vehicles, and attained preliminary
results. Against the backdrop of increasing raw material prices,
the gross profit margin dropped by 4.3 percentage points
year-on-year to 20.1%, and an operating loss of HK$2.1 million
was recorded, representing a decrease as compared to the
operating profit of HK$19.7 million for the corresponding period
of the preceding year.

Looking ahead to 2023, the lubricants business is expected
to turn from loss to profit with rising sales revenue, as the
demand for lubricants will be driven by the significant increase in
commute by the car owners.

Other Businesses

The Group is committed to pursuing environmentally friendly,
end-user-oriented and service-oriented development and is
actively exploring and investing in business opportunities
related to our core businesses. The Group has been promoting
Damai as the top self-operated car maintenance chain in the
automobile aftermarket to offer China’s millions of end-user car
owners professional, convenient and highly cost-effective car
maintenance services. During the year under review, its pace of
opening new outlets and the number of actual operating days
were materially affected by the pandemic. As of 31 December
2022, the number of outlets reached 135, up by 9 outlets
year-on-year, altogether serving nearly 240,000 cars during the
year under review, down by 11% year-on-year. It is expected
that there will be a post-pandemic rebound in commute, and
the management believes that car maintenance services that
are standardised and highly cost-effective are in line with the
consumption habits of China’s middle class. In 2023, it will be
the Group's priority to enhance the profitability of each outlet in
order to establish a more stable development platform.

For the properties segment, the revenue increased by 5% to
HK$10.69 million, mainly attributable to the rental income from
the R&D centre in Shanghai, while the operating profit decreased
to HK$6.25 million as the profit from the disposal of Yip's
Chemical Building in Fanling in 2021 was one-off.
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Outlook

The Group is mainly engaged in the businesses of coatings and
inks. Encouraged and driven by the Board, the management
teams of these two business segments strive to attain the high
hopes placed upon them by the Board. The targets of the Group
are to improve the performance of the two business segments
in 2023 first, which will serve as a stepping stone for further
significant progress in 2024 and 2025.

After the disposal of the effective interest in and of Handsome
Chemical, all the sales revenue of this business will not be
consolidated into the financial statements of the Group. It is
therefore expected that the sales revenue of the Group will
decrease significantly. Moreover, as only 24% of the operating
profit of such business will be accounted for by the Group,
the operating profit of the Group is also expected to undergo
substantial change.

But then again, the disposal of the effective interest in and of
Handsome Chemical generated a cash inflow of over HK$2 billion
to the Group, which, on one hand, significantly improved the
cash position of the Group with expected substantial decrease
in the interest expenses of the Group, and, on the other hand,
enabled the Group to pursue favourable investment opportunities
in order to further expand the business mix of the Group upon
detailed consideration of the utilisation of part of the proceeds.
As such, the Group would be well-equipped to allocate more
resources to its three-pronged development plan and achieve
greater progress.

| retired as the Chief Executive Officer of Yip’s Chemical with
effect from 1 January 2023. In retrospect of my 12-year tenure,
I was fully vested with trust and support from the Board.
Under the supervision and assistance from all stakeholders, the
Group managed to achieve smooth, steady and sustainable
development. | would like to hereby extend my heartfelt gratitude
to all stakeholders. It is my humble pleasure to welcome Yip's
Chemical’s second generation of fully-fledged successors. It is
my high hope that this new team with their new mentality could
steer Yip's Chemical to even greater heights based upon the core
businesses and driven by new businesses.

Yip Tsz Hin*
24 March 2023

* Mr. Yip Tsz Hin stepped down from his role as the Chief Executive
Officer and Mr. Ip Kwan was re-designated as the Chief Executive

Officer with effect from 1 January 2023.

*o For identification purposes only
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Group’s Major Properties

RSB EFNEERE
The Group's headquarters in
Wanchai, Hong Kong

4 -_'v‘ L
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The coatings plant in ﬁ The coatings plant in The coatings plant in
Jinshan, Shanghai Chengdu, Sichuan Huizhou, Guangdong

IR ERP LB ERE {2 B Hf ST R 488 60 3eh =5 R 5 R ERRHEBERE
The inks plant in Zhongshan, The inks plant in Tongxiang, The lubricants plant in
Guangdong Zhejing Dongguan, Guangdong

MR ERIR BB BRI B IR FIPIBRES (B2 )
The solvents plant in Zhuhai, ﬁ The plant in Hubei, Jingmen
Guangdong (under construction planning)

Rz h T &R 3R B A0 B BT BB
The solvents plant in Taixing,
Jiangsu
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Group’s Major! Properhes

sl

Shanghal

NG
Headquarters

6 ZHEE
Coatings plant
6 BE
Inks plant
6 R
Lubricants plant

WMABKT A WARB/BE/HiH
o) Office or industrial building / Office unit / Plant / Shop

=M
Huizhou

' sy ¥ Hong Kong
Shenzhen
HiE

Zhuhai

AR
Solvents plant*

ENNTEERDRESERERES TLHE  RiaERRsERENmE -
The Group owns a portfalio of completed properties which are under use or leased out; others are held for lease or sales.

‘BROGZEE
*Plants of associates
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The Bauhinia Advanced Materials Group (the “Advanced
Materials Group”) manages the architectural coatings, industrial
coatings and resins businesses under Yip’'s Chemical in Mainland
China. The Advanced Materials Group will venture into new
materials business beyond the field of traditional coatings. 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 Advanced Materials Group.

With the growing environmental awareness and health
consciousness of consumers, the Advanced Materials Group
has stayed innovative, implemented the brand value of
“High-performing Coatings Enabling a Healthy Lifestyle” by
providing consumers with professional and safe products and
services, delivering quality and excellence so as to provide a
healthy and green living environment for thousands of families
in Mainland China. The Advanced Materials Group has set up
large-scale automated production bases in Shanghai, Guangdong
and Sichuan.

Architectural Coatings

Architectural coatings include inner and outer emulsion wall
paints, wood paints and auxiliary materials. The Advanced
Materials 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 towns, the
Advanced Materials Group has won accolades and trust from
users. In the field of architecture and construction, professional
products and quality services of the Advanced Materials 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 Advanced Materials
Group's paints can now be found across the country. The Group
also provides high-quality and environmentally friendly auxiliary
materials which cover wall reinforcement, floor leveling, tile
paving, various tools, etc. Its extensive sales network enables
consumers to enjoy one-stop shopping experience.
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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 Advanced Materials
Group have maintained rapid growth over the years. Its superb
product quality and professional services have succeeded in
gaining the trust from new and old customers. The industrial
coatings laboratory 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 Advanced Materials Group and the
end-users or using entities of a host of international brands.

Resins

The Advanced Materials 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 and its products are
sold in Hong Kong, Macau and Mainland China. Its extensive
product lines encompass household coatings, architectural
coatings and industrial coatings. Camel launched a new brand
“lemac” in 2021 to provide color consultation service and
personalized interior paints for consumers by professional
colorists.

The Group believes that the acquisition of Camel and other
brands would help strengthen its position in the coatings market
in Mainland China, especially the southern area, and will create
synergy with the current businesses of the Advanced Materials
Group in areas such as manufacturing, technology, distribution
and marketing, building a solid foundation for the development
in the Guangdong-Hong Kong-Macau Greater Bay Area, and even
across Mainland China in the future.
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Yip's Chemical’s inks business started in 1998. By now it is
China’s largest supplier of inks under the Bauhinia Variegata
Ink brand and one of the top 20 ink enterprises globally.
Bauhinia Variegata Ink mainly produces gravure printing ink,
flexographic printing ink, offset printing ink, environmentally
friendly processing materials, UV printing ink and screen printing
ink, which are widely used in various industries including food,
beverage, gift packaging, paper printing, decorative building
materials, printed circuit boards, etc. There are production
bases in South China (Zhongshan, Guangdong) and East China
(Tongxiang, Zhejiang) with the sales network covering the whole
country.

In order to comply with the principle of clean production,
Bauhinia Variegata Ink takes the lead in establishing separate
aromatic-free production plant and introducing fully piped
manufacturing mode. The Bauhinia Variegata Ink 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
Ink has also become one of the pioneers in the China’s inks
industry in adopting a hazardous substance process management
system.

Bauhinia Variegata Ink is a staunch advocate of environmental
protection and is leading the industry in both environmentally
friendly products and green technologies. Bauhinia Variegata
Ink reduced volatile organic compounds (VOC) emission during
production process through technological advancement,
developed water-based inks with outstanding eco-friendly
performance and launched green products that better met the
market needs, thus was awarded the “Corporate Environmental
Leadership Awards”. In addition, equipped with a laboratory that
has been certified by CNAS, as well as a third-party independent
laboratory, Bauhinia Variegata Ink provides professional product
testing service which gives a strong boost to product quality
assurance.
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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, 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. 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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The associate of the Company in the solvents business is the
largest acetate solvents producer globally. A major turning point
in the history of the business came in 1993, when the then
subsidiary of the Company, Handsome Chemical Development
Limited (“Handsome Chemical Development”) set its sights in
economic reforms which took place in China. A joint venture with
Jiangmen Qisheng Chemical Development Company Limited was
formed and, by capitalizing on the advantages of a Sino-foreign
joint venture and complementing each other, the two partners
were able to achieve close to 30 years of dazzling performance.

The solvents business produces mainly eco-friendly industrial
organic solvents. These include ethyl acetate, normal butyl
acetate, normal propyl 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 team and operates a sales network that
covers the whole of China and overseas. By operating mainly on a
direct-sale basis, it manages to ensure thorough and satisfactory
services, and to afford its sales team a better understanding of
customer needs — a vital edge of the business.

Handsome Chemical always values its customers and the
customer-oriented pre- and post-sales services of the solvents
business have, over the years, won the trust and support
of customers. It also cooperates with world-class chemical
companies in sourcing raw materials of superior and stable
quality so as to guarantee product quality.

In order to enhance the competitiveness of the downstream
products, the Group sold its controlling interest in its solvents
business to PAG in 2022 and continues to participate in the
significant investment in upstream acetate solvents through its
remaining 24% equity to create more value for the Group’s
business partners and Shareholders.
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Car Maintenance Operation of Damai

The Group invests strategically in Damai to capture 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 single largest controlling shareholder
of Damai. The Group supports 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 the Group's goal of becoming more service and end-user
oriented and to extend our value proposition to consumers.

Chain Store Network of Damai
(As at 31 December 2022)

franchise stores

III a3t
Hebei
8 REZE .
I L7 self-operated stores s
Shanxi 11 RHNEE
RELE franchise stores b 27 RELE
1 self-operated store v 3 H ' self-operated stores
R 088 A e IH | R 1088 s
24 franchise stores ‘ " T M ll 38 franchise stores
III B > 3 sl STk
Guizhou \ 4 JJ : Jiangsu
RN M . — U RERE

self-operated stores

ke

Hunan

I
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Guangdong
REZE

self-operated stores

EIIIEENE
franchise store

REZE

self-operated stores
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BEt-A=t-ALEE

For the year ended 31 December

—RI-E ZFZ-F ZECZFRF “hE ZE-\F
2022 2021 2020 2019 2018
TAR TEL FTET THEL FTAET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(mE7))
(Restated)
E4 Results
SEME R Revenue from continuing
S operations 3,358,509 3,994,160
BRIFEEEK Revenue from discontinued
S operations 10,666,671 13,811,237
B Total revenue 14,025,180 17,805,397 10,776,026 10,464,834 12,388,283
FELEEBHES Sales volume (‘000 metric tons)
(Fma) from continuing operations 269 335
E%M:i‘“ e Sales volume ("000 metric tons)
HES (TH) from discontinued operations 1,195 1,224
BIEEE (TH) Total sales volume
(000 metric tons) 1,464 1,559 1,490 1,379 1,388
B AR AL Profit before taxation* 1,534,704 739,198 534,911 480,895 412,314
Tt Taxation* (238,794) (164,647) (131,335) (143,821) (157,849)
REE Profit for the year" 1,295,910 574,551 403,576 337,074 254,465
FEEREF Attributable to*
ENNETL Owners of the Company 1,217,830 406,280 302,575 272,907 184,805
JEFER R Non-controlling interests 78,080 168,271 101,001 64,167 69,660
1,295,910 574,551 403,576 337,074 254,465
BRER Per share data
FRER (B Earnings per share (HK cents)*
=N Basic 214.2 72.8 53.8 48.4 32.8
i3 Diluted 214.2 72.8 53.8 48.4 32.8
RS (Bl * Dividend per share (HK cents)* 90.0 40.0 22.0 20.0 16.0
B b = Financial ratios*
BB ERRE Return on average total assets 13.2% 4.3% 3.7% 3.4% 2.3%
THRREEBREE Return on average
shareholders’ funds 29.7% 11.3% 9.5% 9.4% 6.4%

including continuing operations and discontinued operations

| OERECEEBRERLEE
C B EEREEBENIRE

ES
*  Dividend per share in 2022 included special dividend HK75 cents per

iy

e

26

o = g share. Dividend per share in 2021 included special dividend HK10
%ZF%?%J{%JQ Q*Hij Ogﬁg?ﬂi; cents per share and scrip dividend alternative was offered in respect
= — &“ﬁ 21 Hg E.’\EL J«/(/J&R%\ of the 2021 interim and special dividends.
B
Rt=A=+-H
As at 31 December
—E-C-f -—T--F C—ZE-FE —T-hE —N\F
2022 2021 2020 2019 2018
TER FET THET TR THET
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
EERER Assets and Liabilities
BERE Total assets 8,010,986 10,420,089 8,439,363 7,752,659 8,320,710
BEBE Total liabilities (3,552,588)  (5,692,590)  (4,213,164)  (4,190,462)  (4,886,284)
4,458,398 4,727,499 4,226,199 3,562,197 3,434,426
AR AR R IENG Equity attributable to owners
B of the Company 4,406,572 3,802,373 3,405,924 2,941,479 2,836,726
FERER Non-controlling interests 51,826 925,126 820,275 620,718 597,700
4,458,398 4,727,499 4,226,199 3,562,197 3,434,426
FRITEEHRR Net bank borrowings to
Eoth & shareholders’ funds 25% 37% 31% 33% 46%

ER{LISEARAF

T FEFR




i%" % gE (F#xT)
Revenue xsooo

HZE+ZA=+—B 15 For the year ended 31 December

BEE et [RESIN:S-F =7
Revenue . Continuing operations Discontinued operations
20,000,000
17,805,397
14,025,180
15,000,000
12,388,283

10,464,834 10,776,026

811,237 —
10,666,671

10,000,000

5,000,000

2018 2019 2020 2021 2022

g Hﬁ Hﬁ 4%\ (§:-211D]
Dividend per share ek cents)

HE+=-A=+—HILFE For the year ended 31 December

LEN ]
Final Interim
100
90.0
80
60
40.0
40
2 22.0
20— 160 o
2018 2019 2020 2021 2022

* BIERRIR BTSN
Included special dividend HK75 cents

# BIEFRIRS10.0BMRBEHURRE ZEE
Included special dividend HK10.0 cents and scrip dividend
alternative was offered

RRF) IR R AL R
Equity attributable to owners of
the Company isoo0

W+ZB=+—H Asat31 December

5,000,000
4,406,572
4,000,000 802,373
3,405,924
2,941,479

3,000,000 —%-836.726
2,000,000
1,000,000

0

2018 2019 2020 2021 2022

— % = — 4 6] & 2022 ANNUAL REVIEW

hFHBMER

Five Year Financial Summary

AAT] R REEAEBF cun
Profit attributable to owners
of the Company sooo

HE+ZA=+—HILFE For the year ended 31 December
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184,805
150,000 j
0
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* AERELEEBRERIEEEER
Included continuing operations & discontinued operations

g Hﬁ .I:IF;:IJ. *IJ (7 )
Earnings per share ek cens

HE+=-A=+—HBIFE For the year ended 31 December

1,217,830*

406,280

272,907 302.575

225 214.2%

72.8
184 5338
50 323
-a B 8
0

2018 2019 2020 2021 2022

Y BEREEEEBRERIEEEER
Included continuing operations & discontinued operations

2022 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED 27



28

—Z — — %[0 2022 ANNUAL REVIEW

SXRBRDBRE 2D F R

Analysis of Revenue and

Segment Results for the Past Five Years

31

Revenue

BE+t-R=t-ALEE
For the year ended 31 December

—g--f ZZ=--F ZZZZF ZT-HNF ZZ-)\E
2022 2021 2020 2019 2018
TER TET FAET TET TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(& E5) )]
(restated) (restated)

BE () Solvents (Note 1) = - 7,867,873 7,403,491 8,947,624

2 Coatings 1,639,448 2,036,898 1,442,690 1,610,221 1,826,230

HEMFZ) Inks (Note 2) 1,340,198 1,498,448 1,244,546 1,286,405 1,474,743

BB Lubricants 299,026 333,214 219,973 203,682 270,569

nEWit=) Properties (Note 3) 10,685 10,163 8,904 14,195 11,048

Hih (it =) Others (Note 2) 74,015 139,329 136,883 104,295 TEANA

RHHEH Elimination (4,863) (23,892) (144,843) (157,455) (141,931)

k] Total 3,358,509 3,994,160 10,776,026 10,464,834 12,388,283

Kt - Note:

— REE-—_ZEZ-_—_F#+-A=+—H 1 During the year ended 31 December 2022, an operating
IFFE EHAEEREETEBAL segment regarding the manufacture of and trading in
FHEBERZEEDBERIEE raw solvents and related product was discontinued. The
oW FRBEE-_ZT-_—F+=-A segment revenue and results for this year and the year
=T —HIEFEMN P HEEXETRE ended 31 December 2021 do not include any amounts for
BV ELEZSERIELEER 2 these discontinued operations.

EEFE -

— REE—Z-_ZETFE+-_A=+—H 2 During the year ended 31 December 2020, in view of
FFE - HuBHA-TS_F N\ the proposed separate listing of a subsidiary engaging in
AttRz@EmE— TS5l & manufacturing and trading of inks and related products on
REZ BN FRERETHER a stock exchange in the People’s Republic of China (“PRC")
HEAERNHBATIRPEARHK as further detailed in the circular dated 17 August 2020,
MBI (THE]) FLHERZHBELE the Group revised the organisation of segments that is
M AEECEBITARSEEZERR used to allocate resources and assess performance. The inks
HIERIB I HEBE  HESER segment in 2020 includes the manufacture of and trading
TEEFARNEREERRER in inks and related products, excluding other chemical
HEAES TBERBEENNHED S products which were previously reported under the inks
EHFE2HROAEMIETESR - ALt segment. As a result, the corresponding segment revenue
HE-_T-—hWF+-_A=+—H1t and results for the year ended 31 December 2019 have
FEHESBEEBREBECEN been re-presented.

ER I

N REBHBRERES i In addition, the Group’s operation relating to the

CETEGFNERBRNEAERE manufacture of and trading in other chemical products

BRENEBEHRAFERBEFE (A together with the business engaging in car maintenance

BR)HEEIERSENELE services do not meet the quantitative threshold for

Ko MREIBERIEMIEHES - reportable segment in both current and prior year (if
applicable). Accordingly these were aggregated and
presented in “Others”.

= REEZZE-—NF+=ZA=+—H 3 During the year ended 31 December 2018, in view of the
IFE ERYESIELEBEZEE continuing significance of the operation of the properties
MR KEEEETRARIEE segment, the Group revised the organisation of segments
BREERR D BER  KEE that are used to allocate resources and assess performance,
MAFTDEE—W% - and considered to include a new segment, namely

properties.

ERILIKEBRLE — T —FEFR
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Analysis of Revenue and

Segment Results for the Past Five Years

e sl g
DEEE Segment Results
BET-A=+t-HLEE
For the year ended 31 December
—g--f ZZ=--F ZZZZF ZT-HNF ZZ-)\E
2022 2021 2020 2019 2018
TR TERT TET TERT TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(& E5) (g=51)
(restated) (restated)

B (fri—) Solvents (Note 1) - - 471,454 277,904 344,689

28 Coatings 8,526 (123,503) 51,156 56,574 (6,497)

HEHFZ) Inks (Note 2) 9,424 47,337 60,767 78,616 39,569

A Lubricants (2,113) 19,735 7,593 6,441 (38,660)

WEWit=) Properties (Note 3) 6,247 67,579 981 140,272 138,697

Hit (hfsr=) Others (Note 2) (34,141) (31,511) (12,130) 15,208 i FANA

RHEH Elimination (186) 333 (316) 31 278

k] Total (12,243) (20,030) 579,505 575,046 478,076

Kt - Note:

— REE-—_Z-_—_F+-A=+—H 1 During the year ended 31 December 2022, an operating
IFFE EHAEEREETEBAL segment regarding the manufacture of and trading in
FHEBERZEEDBERIEE raw solvents and related product was discontinued. The
oW FRBEE-_ZT-_—F+=-A segment revenue and results for this year and the year
=T —HIEFEMN P HEEXETRE ended 31 December 2021 do not include any amounts for
BV ELEZSERIELEER 2 these discontinued operations.

Ef % -

— REE—Z-_ZETFE+-_A=+—H 2 During the year ended 31 December 2020, in view of
FFE - HuBHA-TS_F N\ the proposed separate listing of a subsidiary engaging in
AttRz@EmE— TS5l & manufacturing and trading of inks and related products on
REZ BN FRERETHER a stock exchange in the People’s Republic of China (“PRC")
HEAERNHBATIRPEARHK as further detailed in the circular dated 17 August 2020,
MBI (THE]) FLHERZHBELE the Group revised the organisation of segments that is
M AEECEBITARSEEZERR used to allocate resources and assess performance. The inks
KRB BEAE - HEBESERN segment in 2020 includes the manufacture of and trading
TEEFARNEREERRER in inks and related products, excluding other chemical
HMEER TEEBELEINHESE products which were previously reported under the inks
HTEFRMEMEITER - Bt segment. As a result, the corresponding segment revenue
HE-_T-—hWF+-_A=+—H1t and results for the year ended 31 December 2019 have
FEHESBEEBREBECEN been re-presented.

275 -

o REBEBRENESEHE In addition, the Group’'s operation relating to the

CETEGFNERBRNEAERE manufacture of and trading in other chemical products

RIEHIEERARNERE RBEEE together with the business engaging in car maintenance

BARA)HEFIERSENE services do not meet the quantitative threshold for

Ko MREIBERIEM]EHE reportable segment in both current and prior year (if
applicable). Accordingly these were aggregated and
presented in “Others”.

= REEZZE—N\F+_A=Z+— 3 During the year ended 31 December 2018, in view of the
IHFE ERYELEEEZE continuing significance of the operation of the properties
MR KEEEEITHARDE segment, the Group revised the organisation of segments
R ERIR 2 DB & that are used to allocate resources and assess performance,

MAFID B -

ERLIKERMAF —T-—FEFH

and considered to include a new segment, namely
properties.
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HZE=+=-F=+—HIL5JE For the year ended 31 December
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Liquidity and Financial Resources

RZEZZF+=-A=+—H0 &H
MEELR (FRTEEEEARQR
RS BT EEE) B248% -
TR SEEIH(ZE=—F+=A
=+ —H:366%) cBIEAFANETK
HERGLEINS1%EEREEZ  EEL
KA BAKNBNRE BRI ER
HEFREFENGRTIERBBEERE
BREZRITER (H93EB L) 4 T8
SEBMHIERERB R HIER (B
78EBTT) MR (K6.9EE L) 1
EBRREREREEES AR %
BEARKRTEEERRTLHEFRBER
BEBBERIRBRRERHEES R -

T FAREEERT%S.5% -
EEHeHEZEESEIERRE AR
ERBEARBER RS EBELS
CHE KMEEBMEEZHSRE
FHE BEFAEERHESFEESREA
413,892,000 L (ZE=Z—F : FH &
M A266,372,0008 7T) - HELEF - &
EEBESHHIMNCEERESRA
Rigmd BEFTSHEEEESLFE
FEAMAENTREEBRESRE M
EFEWFHBASKEEBR S RAR
TR MAFRKEEBRE R XFI18
hne

R-ZE-_—F+-_A=+—H £EH
IR1TH /R A2,180,475,000/8 T (==
——%+=-A=+—H :2,149,875,000
BL) cMBEERITER RITE
# LA N 28 4£1,088,116,000/8 7T (= =
——f+=ZRA=+4+—H :758,317,000
BT & - FRITIEE /1,092,359,000
Br(ZE2Z—4F+=ZA=+—8":
1,391,558,000/% JT) ° R 17 8 R 3%
FOER—FRBEEZEBHERE
1,743,650,0008 L (ZE Z—F + =
A=+—H :1,247,042,000/ 7T) °
WMEE¥EME  £+1,541,167,000
7 JC LA B E (B 0 202,483,000 T A
AREFE(ZZE-_—F+_A=+—
H : 704,767,000 jt A& ¥ E &

ERLIKERMAF —T-—FEFH

As at 31 December 2022, the Group's gearing ratio (measured
by net bank borrowings as a percentage of equity attributable
to owners of the Company) was 24.8% (31 December 2021:
36.6%), representing a decline of 11.8 percentage points.
The sale of 51% effective interest in Handsome Chemical was
completed during the year under review and the Group's gearing
ratio was therefore substantially improved. Based on the latest
estimate, in addition to repaying bank loans (approximately
HK$930 million), part of the net sales proceeds after tax and
related expenses will be reserved for investment in existing and/
or new businesses (approximately HK$780 million) whereas
the balance (approximately HK$690 million) will be used for
distribution of dividends and working capital in the future. The
Group will consider to arrange mid-to-long-term loans with banks
in the future to provide liquidity for further business development
and strategic investments.

The RMB exchange rate recorded a depreciation of 8.5% in 2022.
The Group will remain prudent in managing foreign exchange
exposure so as to minimise the impact of RMB fluctuation on its
results. As for operating cash flow, the Group recorded during
the year under review a net cash inflow of HK$413,892,000
(2021: net cash inflow of HK$266,372,000). As compared with
the preceding year, despite a substantial decrease in operating
cash inflow before movements in working capital, the combined
net effect of change in working capital slightly increased the
operating cash flow whereas such net effect last year resulted in
a significant decrease. The operating cash flow this year was thus
increased as compared with the preceding year.

As at 31 December 2022, gross bank borrowings of the
Group amounted to HK$2,180,475,000 (31 December 2021:
HK$2,149,875,000). After the deduction of short-term
bank deposits, bank balances and cash amounting to
HK$1,088,116,000 (31 December 2021: HK$758,317,000), net
bank borrowings amounted to HK$1,092,359,000 (31 December
2021: HK$1,391,558,000). Of the gross bank borrowings,
HK$1,743,650,000 (31 December 2021: HK$1,247,042,000)
were short-term loans repayable within one year. Such loans
were denominated in two currencies, HK$1,541,167,000 in Hong
Kong Dollars and HK$202,483,000 in RMB (31 December 2021:
HK$704,767,000 in Hong Kong Dollars and HK$542,275,000 in
RMB). Long-term loans repayable after one year amounted to
HK$436,825,000 (31 December 2021: HK$902,833,000), and
they were denominated in two currencies, HK$416,667,000
in Hong Kong Dollars and HK$20,158,000 in RMB (31
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Liquidity and Financial Resources

December 2021: all in Hong Kong Dollars). The short-term bank
deposits, bank balances and cash were denominated in the
following currencies: HK$20,330,000 in Hong Kong Dollars,
HK$433,270,000 in RMB, HK$632,534,000 in US Dollars
and HK$1,982,000 in other currencies (31 December 2021:
HK$43,473,000 in Hong Kong Dollars, HK$555,950,000 in
RMB, HK$157,778,000 in US Dollars and HK$1,116,000 in other
currencies).

In anticipation of the substantial cash proceeds to be received
from the disposal of solvents business, the Group did not
arrange for new mid-to-long-term loans for re-financing during
the year under review. However, the Group has increased the
use of its short-term loan and arranged bridging loan to allow
more flexibility for use of fund. As at 31 December 2022,
mid-to-long-term loans (including portions repayable within
one year of HK$486,167,000) accounted for 41% of the
Group’s total bank loans. The Group will monitor the interest
rate fluctuation closely and enter into interest rate swaps or
fixed rate arrangement with the banks to hedge against the
risk of interest rate fluctuation. As at 31 December 2022, the
Group's loans under fixed rate arrangement made up 45% of its
mid-to-long-term loans.

As at 31 December 2022, excluding the banking facilities
of solvents business, a total of 19 banks in Hong Kong and
Mainland China granted banking facilities in aggregate of
HK$3,298,994,000 to the Group. Of these banking facilities,
68% and 32% were denominated in Hong Kong Dollars and RMB
respectively. 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.

As at 31 December 2022, the Group did not have any significant
investments, pledged assets and significant contingent liabilities.
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Awards and Recognitions

% /& HONG KONG

BEEREBRER

201 F (BB BRBR|— [RERIRBIEERME]
Hong Kong Brand Development Council

Hong Kong Top Brand Awards 2021 — Camel awarded as
Hong Kong Top Brand

EREEEERS

2022 77 ] FF A 55 R AR [ 5 R

Hong Kong Management Association

Hong Kong Sustainability Award 2022 — Certificate of
Excellence

b B & #tt MAINLAND CHINA

{Ink World) &

2022 R BMEEI6N REINBERE  HFRUHE
WA E

Ink World

Ranked 16" in the International Ink Companies 2022, and
ranked 1% in Mainland China, in terms of sales revenue

ERMERER

FEHESGR G EM R T (L TIT%)—
HEERMEE(ERUFERTALRE)

Hong Kong Quality Assurance Agency (HKQAA)
Management Award for ESG Contribution (Chemical
Industry) — Social Contribution Organisation (Build up
Sustainable Cities & Communities)

{Coatings World) % &

20221 AR KI D480 - REINBERE6 - B AHE
BAHE

Coatings World

Ranked 48" in the International Coatings Companies
2022, and ranked 6 in Mainland China, in terms of sales
revenue

MerComm Inc.

iNOVA Awards 2022 —

BERE RN HeRERAREGRE

MerComm Inc.

iINOVA Awards 2022 - Bronze in Specialty Reports —
Environmental, Social & Governance Report

AR RLHE

E+=ZEleRE]— [REABZHRE]  [HEREZ
R | R 2R} e Al 37 42

27580.cn

The 13" Golden Paint Award — Outstanding Interior Wall
Coatings Brand, Outstanding Furniture Coatings Brand and
Coatings Brand Innovation Award

ERLEREHE

154 Plus[ 7 SR B 12 | 256

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

B ZRBERE

20228 B K L& ) Mg R ERE N @R
ibuychem.com & coatings.hc360.com

Art Coatings Influential Brand and Wall Coatings Influential
Brand 2022

BEEREEGS

BEREEMEKK2022 — EARE

Chief Happiness Officer Association

CHO Appreciation Awards 2022 — Company Award

tETREMEELERS

T EREERT

Shanghai Municipal Commission of Economy and
Informatization

Shanghai Municipal Technologically Advanced Enterprises

R g @ AE 8

(e R=s+] RIMERIIEMIZRSE

World Green Organisation

“Green Office 5+" and “Eco-Healthy Workplace” Labels

BEBIEIR

ERBAA (RS ATRIE] — AT X

Employees Retraining Board (ERB)

ERB Manpower Developer Award Scheme - Manpower
Developer

RRENBRME

= B 1 2

Department of Science and Technology of Guangdong
Province

High and New Tech Enterprises

BeR

[fE&FEEISF+
Mandatory Provident Fund
Good MPF Employer 5 Years+

ER{LIEEMARAT —T- —FEFR

FIEMACEREEEEEE S

02F MABEBEREE (SBHE) TRAYBEER+E
THEME

Zhejiang Tongxiang Economic Development Zone
Management Committee

2022 Tongxiang Economic Development Zone (Gaogiao
Street) Top 10 Outstanding Enterprise Award and Top 10
Best Industrial Enterprise Award

EEIXEE

FIREBLERRALAE2021 — BRRGLEBHKSF+
RRERR

Federation of Hong Kong Industries

BOCHK Corporate Environmental Leadership Awards 2021
— EcoPartner and 5 Years+ EcoPioneer
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Corporate Sustainability

The Group has set its vision of “Towards a Century of Revered
Leadership” in early years which laid a solid foundation to
drive our sustainable development. The Group has instilled the
concept of sustainability into its development strategies and
daily operations, empowering the Group to overcome different
challenges, adapt with times and seize the opportunities to
strengthen our market-leading position.

During the year under review, the Group demonstrated an
unwavering commitment to its “Business with Purpose” principle
by incorporating purpose into business strategies. The Group
continued to promote craftsmanship inheritance and launched
“"Home Is Be-A-Craftsman Experience” programme which
provided youth development opportunities and job experience.
The project passed on painting skills to the youth, and also
provided job placements and industry insights to inspire the
trainees to unleash their potential in life and career.

The Group consistently enhances its sustainability performance,
and issues its Environmental, Social and Governance ("ESG”)
Report in accordance with the ESG Reporting Guide set out
in Appendix 27 to the Rules (”Listing Rules”) Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The ESG report 2022 depicts
our management approaches and initiatives in the aspects of
the environment, communities, employees, supply chains and

customers. Please visit www.yipschemical.com to view the full
report.

PERIFFITERILRBECRAEERBEERYE  SEFFZBHR

“Home Is Be-A-Craftsman Experience” programme which provided youth development

Trainees put their learning into practice during job placements while contributing to the

opportunities and job experience teaches both theoretical knowledge and practical skills.
W
community
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As of 31 December 2022, the Group has a total number of
2,642 employees (2021: 2,900 employees excluding solvents
business), among which 74 and 11 of them are from Hong Kong
and other countries respectively while the remaining 2,557 are
from different provinces in Mainland China. These figures do
not include employees of the associated companies engaged
in the solvents business of the Group as the disposal of 51%
effective interest of the solvents business was completed in 2022.
For details of the disposal, please refer to the heading of “Very
Substantial Disposal in relation to Disposal of Equity Interest in
Handsome Chemical Development Limited” of the “Directors’
Report” section of this annual report.

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
programs, job rotations and participation in the Group’'s
educational subsidy programs, facilitating 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 level. The
Group regularly identifies talented employees and tailors career
plans to support their continuous development. With versatile
experience in challenging roles in different areas, the current
management team of the Group has risen through the ranks to
positions of management. In addition to the focus of developing
employees internally, the Group also seeks to attract external
talents.

The Group offers a challenging work environment, and sets
up different programs for motivating employees to strive for
improvement and to advance their skills in order to drive the
development of business. From time to time, the Group makes
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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The information contained in the section was as of 31 December
2022.

Chairman and Non-executive Director

Mr. Ip Chi Shing, aged 74, is the Chairman, co-founder of the
Group and a Non-executive Director of the Company. Mr. Ip was
re-designated as a Non-executive Director of the Company since
1 January 2012. He focuses on leading the Board, formulating the
Group’s long-term development strategy and the planning and
inheritability of human resources of the Group etc. Mr. Ip is the
brother of Mr. Yip Tsz Hin, the Deputy Chairman of the Group,
the Chief Executive Officer of the Group, an Executive Director
of the Company as well as a member of the Senior Leadership
Team (“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 the SLT. In 2006, He established “Ip
Chi Shing Charitable Foundation Limited” with the objectives of
carrying out charity activities in Mainland China and Hong Kong
including fostering education in Mainland China and providing
care for the underprivileged groups in Hong Kong and making
contributions to society.

Executive Directors

Mr. Yip Tsz Hin, aged 63, 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 the SLT. He also acts as a director of certain subsidiaries of
the Company. Mr. Yip has over 40 years of experience in the
manufacturing 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, and the uncle of
Mr. Ip Kwan, the Deputy Chief Executive Officer of the Group, an
Executive Director of the Company and a member of the SLT.

Mr. Ip Kwan (Francis), aged 40, joined the Group in 2007.
Mr. Ip is the Deputy Chief Executive Officer of the Group, an
Executive Director of the Company and a member of the SLT. He
also acts as a director of certain subsidiaries of the Company.
Mr. Ip was previously the Chief Corporate Development Officer
of the Group, the Co-President and the General Manager of
the Advanced Materials Group (formerly known as the Bauhinia
Coatings Group) and an assistant to Directors 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, and a nephew of Mr. Yip
Tsz Hin, the Deputy Chairman of the Group, the Chief Executive
Officer of the Group, and an Executive Director of the Company.
Mr. Ip graduated from the London School of Economics with a
Bachelor degree in Government and Economics. Before joining
the Group, he had worked in the investment banking industry for
three years.
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Mr. Ho Sai Hou, aged 56, joined the Group in 2010. He is the
Chief Financial Officer of the Group, an Executive Director of
the Company, a member of the SLT and the Company Secretary
of the Company. Mr. Ho also acts as a director of certain
subsidiaries of the Company. Before joining the Group, he
acted as chief financial officer, executive director and company
secretary for several listed companies in Hong Kong. Mr. Ho
holds a Bachelor of Social Sciences Degree in Accounting from
The University of Hong Kong and an Executive Master of Business
Administration (EMBA) with The China Europe International
Business School in 2007. He is a member of The Hong Kong
Institute of Certified Public Accountants (HKICPA) and a fellow
member of the Association of Chartered Certified Accountants
(ACCA). Mr. Ho has over 20 years of experience in accounting,
finance, taxation and company secretarial fields.

Mr. Wong Yuk, aged 59, joined the Group in 2015. He was
re-designated as an Independent Non-executive Director of the
Company since 1 January 2021. Mr. Wong was previously a
Non-executive Director of the Company from 2019 to 2020 and
prior to 1 January 2019, he was a Co-Chief Executive Officer of
the Group, an Executive Director of the Company and a member
of the SLT. Mr. Wong holds a Bachelor of Science degree in
Mechanical Engineering from The University of Hong Kong and
a Master degree in Business Administration from The Chinese
University of Hong Kong in 1992. Before joining the Group, he
was the Managing Director of China Strategy and Investment at
Methanex, a global market leader in methanol. Mr. Wong had
also worked with Shell group for over 27 years and acted as the
General Manager of Shell Specialties China/Hong Kong and China
Local Senior Downstream Representative. He has over 30 years of
extensive experience in petrochemical industry.

Mr. Ho Pak Chuen, Patrick, aged 68, joined the Group as an
Independent Non-executive Director in 2018. He is currently a
chief operating officer of Fung Investment Management Limited.
Mr. Ho previously worked in The Dow Chemical Company for 40
years and retired in 2018. He was the global business director
for Ethylene Oxide, Propylene Oxide and Derivatives in Chemicals
and Metals in Dow headquarter in Midland, Michigan. Mr. Ho
returned to Hong Kong in 1998 and acted as the President for
Dow Chemical, Asia Pacific region and Global Vice President for
Epoxy & Specialty Chemicals and subsequent served as the Asia
Pacific vice president for manufacturing, public & government
affairs. Mr. Ho was the chairman of Association of International
Chemical Manufacturers (AICM) in China and Hong Kong from
2001 to 2003. In all, he has extensive experience in chemical
industry. Mr. Ho holds directorship in certain private companies
within the Fung Group and is an independent non-executive
director of Computime Group Limited. Mr. Ho resigned as an
executive director of Global Brands Group Holding Limited with
effect from 1 July 2022. He holds a bachelor degree in Chemical
Engineering from Queen’s University at Kingston, Canada.



BYFHATES =

HHUEEE REOTMOE R_F =
TEMAAEBERBIIFNITES - |
FEXBRTBARABRESEXE LB
REitBRt B8Rk AXE GG
BE -GAREB-TTN\FRMARE
BEBR(REZNRBREFRXZM LT Z
AR ZnA@RBPRAEBDAR ()
BRRF XRR/ZARZEHERR
MEBUBRENEREWASD R
BHRE RER_ZTTLFREMES
BETFRARBEEAREBRAR K
Bo-HRETEERREH BERT
SEETTEBMOE - WAARRR D HRAK
BUFRTESFHESKREZT -

ITHAE

BEKLL BEN+AE R-TT
FEARER - H L+ AAEEA
B (A B 2 S B R
RE - HREEEEREABMBRS+
BB TR ST A BIE B (81 75)
By o AAAREE A - B LB —
FERAHD T2 BB &
BREELEAR  BARTRENDE
EHNEBEZEREBTARKE ]
BEE HETNARKEGRE(E
HIEARIHERENBENEEEE
B AR TR B T A -

BEREE BREL T+ AK B
—NNEFEMAREE - BEER KM
RACBKE - REEARRNTES
kEEREEBKE BELESAERE
HERB2(MBEELARAR) IHER
B2 WHEAMEIHNEHFEMER
THRBE-TZFNER -

A ¥y 25 GOVERNANCE REPORT

SESZRITERASEN
Directors’ and Management Executives’ Profiles

Independent Non-executive Directors
(Continued)

Mr. Ku Yee Dao, Lawrence, aged 44, joined the Group as an
Independent Non-executive Director in 2020. He holds a Bachelor
of Arts in Economics and a Master of Accounting from the
University of Michigan and is a member of American Institute
of Certified Public Accountants (AICPA). Mr. Ku joined Knorr-
Bremse Asia Pacific (Holding) Limited, the Asia Pacific regional
headquarters of Knorr-Bremse Group (a company listed on the
Frankfurt Stock Exchange) since 2008 and is currently the Finance
Director of Global Business Unit Steering and the Regional
Financial Controller of Commercial Vehicle Systems Asia Pacific.
He acted as an accounting manager in Hong Kong Oxygen &
Acetylene Company Limited, a subsidiary of the Linde Group in
2007. Mr. Ku also worked in Deloitte Touche Tohmatsu, Certified
Public Accountants for more than four years. He is the son of
Mr. Ku Yuen Fun, a retired Independent Non-executive Director
of the Company.

Management Executives

Ms. Tse Yik Chu, aged 46, joined the Group in 2009. Ms. Tse is
currently the Director of Group Human Resources and Corporate
Communications as well as a member of the SLT. She holds a
Bachelor degree 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. She is also
actively involved in public service and currently a member of
Rehabilitation Advisory Committee and its sub-committee on
Public Education on Rehabilitation under Labour and Welfare
Bureau. Ms. Tse 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-governmental organisation called Support the Employment
of People with Disabilities (SEPD).

Mr. Kwong Kwok Chiu, aged 58, joined the Group in 1987.
Mr. Kwong is currently the General Manager of the Inks Group.
He was previously an Executive Director of the Company and
a member of the SLT. Mr. Kwong holds a Master Degree
in Business Administration from Hong Kong Metropolitan
University (formerly The Open University of Hong Kong) and has
over 20 years of experience in marketing and management of
petrochemical industry.

2022 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED

39



‘& A 4R 4% GOVERNANCE REPORT

ESRITHASEN

Directors’ and Management Executives’ Profiles

BRXEE BFRTAR RF—
ZEMARER - BEERRBAMBE
EEEAE REAAEESEEREE
BRRERERANNERAE - HEER
BERBRBEEBERE LB ERAE
THEERBIBUREERXKREME
BAEMBERGSEEZINER R -
REERR  ABEIMEESZET
ENBRECERR I BEEHEFE
BANEREXER  BREBER
EREBER ATEEMESRBES M
AREER  REEE-—FKRNEBES
R EM 2 ARNEBEANERBE -

BREELE BEN+t AR R-TT
SEMAKEE  BhER AR E
EMEOE - REArEENEEeRE
REBMMEEE - LREAD AR T
RIG B A TR 2 A SR B o Bk
ERAEBTYAB TGRSR
RESRBABTIHEREL S &
ABEEHMARHEREE -

BEEE RERATZm RZZTZEZ
FMAREE - BEEBRABASEES
AR c WEEARAARMBARE
BB (EE) BRAR ZMBLEE -
BRAERERNTPEYLEERE (A1E
FEPLERE) BESHEFZEALAR
B8 -FATPEIMEHMBE
FHRETE - ThEETABCIEEE
T FEBELER - MAREER - HE
BEE—ZXRRVNBHER G EM 2 AT
B W4 BB AT IR o

ERLIKERMAF —T-—FEFH

Mr. Fung Ping Kwong, aged 59, joined the Group in 2010.
Mr. Fung is currently a Co-President of the Advanced Materials
Group. He was a member of the SLT as well as the Head and
Senior Leader of Group Human Resources of the Group. Mr. Fung
holds a Bachelor Degree in Science (Economics) from The
University of London, a Master 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. He worked in a number of multi-national companies in
insurance, petrochemical and pharmaceutical industries. Mr. Fung
has extensive experience in different human resources areas
including organisational development, management development,
talent management and employee relations etc. Before joining
the Group, he was the group human resources director of a listed
company listed on the Hong Kong Stock Exchange.

Mr. Chan Chuen Sang, aged 46, joined the Group in
2003. Mr. Chan is currently a Co-President of the Advanced
Materials Group. He was a member of the Group Management
Committee and Group Financial Controller, and had held various
management positions in various subsidiaries of the Company.
Mr. Chan holds a Bachelor Degree in Business Administration
from the Chinese University of Hong Kong and a Master degree
in Business Administration from the Hong Kong University of
Science & Technology. He is a fellow member of Hong Kong
Institute of Certified Public Accountants (HKICPA).

Mr. Zeng Zhi, aged 52, joined the Group in 2000. Mr. Zeng is
currently the General Manager of the Lubricant Group. He was
previously the Financial Controller of Yip’s Lubricant Limited, a
subsidiary of the Company. Mr. Zeng graduated from Zhongnan
University of Economics and Law (formerly Zhongnan University
of Economics) with a Bachelor degree in Accounting. He is a
non-practicing member of The Chinese Institute of Certified
Public Accountants. Mr. Zeng has 20 years of experience in
petrochemical industry. Before joining the Group, he was a
product material control manager of a listed company listed on
the Shenzhen Stock Exchange.
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The Board present their annual report and the audited
consolidated financial statements of the Group for the year
ended 31 December 2022.

Principal Activities and Business
Review

The Company is an investment holding company. Its principal
subsidiaries and associates are engaged in the manufacturing
of and trading in solvents, coatings, inks, lubricants, properties
investment as well as other businesses including provision of car
maintenance service and manufacturing of and trading in other
chemical products. During the year under review, except for
the completion of the sale of 51% effective interest in solvents
business and hence Handsome Chemical Development and its
subsidiaries ceased to be the subsidiaries of the Company and
became associates of the Company after completion, there were
no significant changes in the nature of the Group's principal
activities during the year under review.

Details in respect of the business review during the year under
review as required by Schedule 5 of the Companies Ordinance
(Chapter 622 of the laws of Hong Kong) (the “Companies
Ordinance”) including, a fair review of the business of the Group
with financial performance indicators including revenue and net
profit of the Group as well as revenue and operating profit of its
business segments, 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 6 to 15 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 trend of these
indicators for the past five years together with other financial
ratios of return on average total assets and return on average
shareholders’ funds are disclosed in pages 26 to 27 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 disclosed in pages
32 to 33. Save for disclosed above, 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 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 mitigating these financial risks are set
out in note 34 to the consolidated financial statements.

Compliance with the Laws and Regulations

As far as the Board and management are aware, the Group
has complied in all material respects with the relevant laws and
regulations that have a significant impact on the business and
operation of the Group. During the year under review, 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 Companies
Ordinance, the Companies Act (As Revised) of the Cayman
Islands, the Listing Rules, the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the “SFO") and the
relevant laws, rules and regulations in relation to its business
including health, safety and environmental protection, workplace
conditions and employment etc. To ensure compliance with
these requirements of laws, rules and regulations, the Company
has implemented an effective internal control and approval
procedures, and has undertaken risk management and provided
trainings.
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Principal Activities and Business
ReVieW (Continued)
Environment Policies and Performance

The discussions on the Group’s environmental policies are set
out in the “Corporate Sustainability” section on page 35 of
this annual report and will be set out in the 2022 ESG Report
published on the same day of this annual report.

Relationship with Customers, Suppliers,
Employees and other Stakeholders

The Group has a large number of customers and suppliers across
different 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 8% of the
total revenue of the Group, the Directors consider 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,
investors and Shareholders are set out in the “Human Resources”
and the “Corporate Governance Report” sections on page 36
and pages 61 to 88 of this annual report, respectively.

Emolument Policy and Long-term
Incentive Plan

A general description of the remuneration policy of the Group
is set out in the “Human Resources” section on page 36
of this annual report. The emoluments of the Directors are
recommended by the remuneration committee of the Company
(the “Remuneration Committee”) and determined and approved
by the Board. The emolument payable to the Directors is
determined with reference to their qualification and experience,
responsibilities undertaken, contribution to the Company and the
prevailing market level of remuneration of similar position.

In addition, the Company has adopted a share option scheme as
incentive/reward to Directors and eligible participants/qualifying
grantees, details of the scheme are set out under the heading
“Share Options” on pages 50 to 53 of this annual report and
note 36 to the consolidated financial statements.
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Results and Appropriations

The results of the Group and appropriations of the profit
of the Company for the year under review are set out in
the Consolidated Statement of Profit or Loss and Other
Comprehensive Income on page 97 and note 11 to the
consolidated financial statements, respectively.

Dividends

During the year under review, an interim dividend of HK10
cents per Share was paid to the Shareholders. The Directors has
recommended the payment of a final dividend for the year ended
31 December 2022 of HK5 cents in cash per Share and resolved
to declare and pay a special dividend of HK75 cents in cash per
Share, with total amount of approximately HK$28,424,000 and
HK$426,363,000 respectively, both payable to the Shareholders
whose names appear on the register of members of the Company
at the close of business on Friday, 16 June 2023 and will be
payable on or around Friday, 21 July 2023. The final dividend is
subject to the approval of the Shareholders at the forthcoming
annual general meeting of the Company (the “AGM") to be held
on Monday, 5 June 2023.

Share Capital and Share Options

Details of movements in the share capital of the Company during
the year under review are set out in note 30 to the consolidated
financial statements. Details of share options of the 2012 Share
Option Scheme and the 2022 Share Option Scheme (as defined
in the heading “Share Options” below) are set out under the
heading “Share Options” hereunder and in note 36 to the
consolidated financial statements.
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Reserves

Details of movements in the reserves of the Group during the
year under review are set out in the Consolidated Statement of
Changes in Equity on pages 102 to 103 of this annual report.
The Company's reserves available for distribution of the final and
special dividends represent the share premium, special reserve
and retained profits. Under the Companies Act (as revised)
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 the restated memorandum and
articles of association of the Company (the “Memorandum
and Articles”) 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 Memorandum and Articles, 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$1,163,145,000 as at 31 December 2022 (2021:
HK$1,165,169,000).

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 under
review are set out in notes 14 and 15 to the consolidated
financial statements respectively.

Subsidiaries

Details of the Company’s principal subsidiaries as at 31 December
2022 are set out in note 41 to the consolidated financial
statements.

2022 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED

45



46

& A %R 4 GOVERNANCE REPORT

EFEBHREE
Directors’ Report

5
REEEERNRBEAERENEF
mF -

EFERFYITES
HEKEE(ERE)

HITES

ETEHLE(BIERE)

(BZZE-_=f—H—BRHfF
TR

¥kt (TRER)
(AE=F==F—-A-HEHEER
THRAEE)

fl 5% 5% A (BT S 4R EL)
BYFHITES

FBsE

NS

B LAE R A

RARREEBRRBEARG L TR
BN -WETESARESE
HEER (RREREECHEZENE
FHARIB=FHESE K-

REEERNEARERMAUEN2HMEZR
E-EFARBRRAFARELHREH
T EATBERET - RITEEEHSL
£ URBYFATERMAINILER
EREBREBRBRBEFAG LEKES
ROERBRERBFASERETE
=

BREEEZEAAIERANGBESR
Sh ARBFRITEEEEREE R
BEMIFNTERTERREZZERE
BRI T AR F A -

EECRBED
ERBRTZRRAEAR HRREHE
TEEHmEAAR TR BRI
A AR TE—FRE U TBES
R R REIERR D) 2 RIS 40 o

ER{LIEEMARAT —T- —FEFR

Directors

The Directors during the year under review and up to the date of
this annual report were:

Chairman & Non-executive Director
Mr. Ip Chi Shing (Chairman)

Executive Directors

Mr. Yip Tsz Hin (Deputy Chairman)

(stepped down from the role of Chief Executive Officer
with effect from 1 January 2023)

Mr. Ip Kwan (Chief Executive Officer)

(re-designated as Chief Executive Officer with effect from
1 January 2023)

Mr. Ho Sai Hou (Chief Financial Officer)

Independent Non-executive Directors

Mr. Wong Yuk
Mr. Ho Pak Chuen, Patrick
Mr. Ku Yee Dao, Lawrence

At each annual general meeting of the Company, no less than
one-third of the directors for the time being shall retire from
office by rotation provided that every director (including those
appointed for a specific term) shall be subject to retirement by
rotation at least once every three years.

In accordance with article 112 of the Memorandum and Articles,
the Directors are subject to retirement by rotation and re-election
at the annual general meeting. Mr. Ip Kwan, being an Executive
Director, and Mr. Ho Pak Chuen, Patrick and Mr. Ku Yee Dao,
Lawrence being Independent Non-executive Directors, will retire
from office by rotation and, being eligible, offer themselves for
re-election at the forthcoming AGM.

Apart from retirement by rotation pursuant to the Memorandum
and Articles, Mr. Ip Chi Shing, the Non-Executive Director, and all
Independent Non-executive Directors were not appointed for any
specific length or proposed length of service with the Company.

Directors’ Service Contracts

No Director proposed for re-election at the forthcoming 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).



RZFBE-_—_F+-_A=+—8 FAR
AIFTA BREZERESTRABMES
2R ERERE B (BEFBEHER
T BEERESTRABRAE
NEIREFEMEEEE (TER(EFR
HE G0 EXVE) 2 I fh - EEFE K
BERDT  BEEEEAREERK
HE GBI BEXVERET R E8m S & A&
NE| R A - EREE S
ROk AE (BEREBEFRIBE
GO R EWBENEIEERA 2R
KR REBREERB(ESFRBEKRK
By 835215 & M R IR B 2 &0 157 & =k
BIEEMHRAMEE+ 2 EWBETAZES
HITEFRZOZESTR (E2ESFA])
BRANIETE T AEERKAE -

() EERKRD  HERHOK
EREENREERKXE

A ¥y 25 GOVERNANCE REPORT

EEE8HREE
Directors’ Report

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

As at 31 December 2022, to the best of the Company’s
knowledge, save for the interest of the Directors and chief
executives in the Shares and share options of the Company
set out below, none of the Directors and chief executives has
any interests and/or short positions in the Shares, underlying
Shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are taken
or deemed to have taken under such provision of the SFO) or
which were required pursuant to Section 352 of the SFO, to be
entered in the register referred therein or which were required
to be disclosed herein pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 of the Listing Rules.

(a) Directors’ Interests and Short Positions in
Shares, Underlying Shares and Debentures

HEARAE

FEEBRORABRHE SHRE

Number of Shares and underlying shares held otk

B4R RpER RAEE  BREER Approximate

Interests in Interests in Interests in Interests in percentage of

Shares Shares Shares share options' the issued

1A £y A 1A #% share capital of

BEENE Name of Director Personal Family Corporate Personal Total the Company
EEMEE Mr. Ip Chi Shing 161,304,532 9,192,000 @ 26,504,000 © - 197,000,532 34.65%
ErEis Mr. Yip Tsz Hin 31,116,248 14,000,000 - - 45,116,248 7.94%
EHE4 Mr. Ip Kwan 11,576,000 - - 200,000 11,776,000 2.07%
L E Mr. Ho Sai Hou - - - 200,000 200,000 0.04%
TREE Mr. Wong Yuk - - - - - _
CENE:S Mr. Ho Pak Chuen, Patrick - - - - - -
HEEE Mr. Ku Yee Dao, Lawrence - - - - - -
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Directors’ and Chief Executives’
Interests and Short Positions in
Securities (Continued)

(a) Directors’ Interests and Short Positions in
Shares, Underlying Shares and Debentures
(Continued)

Notes:

(a)

Out of these Shares, 7,098,000 Shares are jointly held by
Mr. Ip Chi Shing with his spouse and 2,094,000 Shares are
held by his spouse.

These Shares are held respectively by Ip Chi Shing Charitable
Foundation Limited, a charitable organisation (21,200,000
Shares) and Yip's Care Extension Foundation Limited, a
limited company, (5,304,000 Shares). Mr. Ip Chi Shing
controls 50% (together with his spouse 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 under the SFO.

These Shares are held by Madam Yip Tso Ka Lai, Brenda, the
spouse of Mr. Yip Tsz Hin.

All the share options are unlisted physically settled equity
derivatives.
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EEIERRRE @ Interests and Short Positions in
Securities (Continued)

(b) RAEQATHEBEIEZR®M - (b) Interests and short positions in shares,
EEIIEAROHESR debentures and underlying shares of the
ERE associated corporations of the Company

FERAHE
Number of shares held WL HE
R4 EE R ER g EERTRAZEDL
Interests in  Interests in  Interests in Approximate
shares shares shares percentage of the
A EY3 2] #% issued share capital of

ESpg Name of Director Personal Family Corporate Total Bauhinia Ink

BErHLE Mr. Yip Tsz Hin - - 1,593,000 1,593,000 0.53%
Wit - Note:

(a) WE(EHFLRHEEN)  Z (@) By virtue of the SFO, Mr. Yip Tsz Hin was deemed to
FHAEEHEERNFILTH be interested in 1,593,000 shares in Bauhinia Variegata
BEREFZDNEREE(ER (representing approximately 0.53% of the issued share
ER)REFERABEMFZ capital of Bauhinia Variegata) held by Zhongshan Yumao
1,593,0000% A% 19 (1h = & 7 Investment Advisory Partnership (Limited Partnership)® (s
2 E B ITIRAN490.53% ) IWHRBREFHAEBELE (BRAR)), in which Mr. Yip
HEHEZ (AP ETHE Tsz Hin held approximately 54.49% economic interest as a
HSEBEHBERERABEEY limited partner thereof.

54.49% 48 FE 2 ) o
For identification purposes only

EETCAATERESTE (BIMEERD Details of the share options held by the Directors under the
ME oMz THRIEAEIRE S FEH Company’s share option schemes (i.e. part of the interests in the
FIRLAT TR [ IREA o underlying shares) are set out under the heading “Share Options”
hereunder.

BEXHREEI)N R —F+= Save as disclosed above, none of the Directors or chief executives
A=+—H &BEXS25THAEY had any interests or short positions in the shares, debentures
SR NN N B AT o] AR B A B 2 AE ] IR or underlying shares or any of the Company’s associated
- EREFIRERD ZERIAR - corporations as at 31 December 2022.
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The old share option scheme of the Company (the “2012 Share
Option Scheme”), which was adopted by the Shareholders at
the AGM on 25 May 2012 had expired on 24 May 2022. The
purpose of the 2012 Share Option Scheme was to recognize
and motivate the contribution of the eligible participants and to
provide incentives to them and help the Group and its associates
in retaining the existing employees and recruiting additional
employees and to provide them with a direct economic interest in
attaining the long-term business objectives of the Group and its
associates.

Under the 2012 Share Option Scheme, the eligible participants
included any employees, advisers, consultants, agents,
contractors, clients, suppliers and/or such other persons, who
in the sole discretion of the Board has/have contributed or may
contribute to the Group and/or any of its associates.

Under the 2012 Share Option Scheme, the maximum number
of shares issued or to be issued upon exercise of share options
granted to (i.e. maximum entitlement of) any one participant
in any twelve months shall not exceed one percent of the total
number of issued Shares unless the proposed grant has been
approved by the Shareholders in a general meeting of the
Company. The offer of a grant of share options may be accepted
by each grantee (and upon payment of a non-refundable nominal
consideration of HK$1.00 by each grantee) until 5:00 p.m. on the
twenty-first business day following the date of offer, provided
that no such offer shall be open for acceptance after expiry or
termination of the 2012 Share Option Scheme. The 2012 Share
Option Scheme does not specify any minimum holding period
or vesting period but the Board has the authority to determine
the minimum period for which a share option in respect of some
or all of the Shares forming the subject of the share options
must be held before it can be exercised. The exercise price of a
share option granted under the 2012 Share Option Scheme is
determined by the Board in its absolute discretion at the time of
the grant but in any case it shall be at least the higher of (i) the
closing price of the Shares on the Stock Exchange on the date of
grant, which must be a trading day; (ii) the average of the closing
price of the Shares on the Stock Exchange for the five business
days immediately preceding the date of grant; or (iii) the nominal
value of a Share. Upon expiry of the 2012 Share Option Scheme,
no further share options will be granted thereunder but the
rules of the 2012 Share Option Scheme will remain in full force
and effect in all other respects to the extent necessary to give
effect to the exercise of outstanding share options granted prior
to its expiration or otherwise as may be required in accordance
with the rules of thereof, and options granted under the 2012
Share Option Scheme will continue to be valid and exercisable in
accordance with the rules of the 2012 Share Option Scheme.
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Following the expiration of the 2012 Share Option Scheme, the
Company has adopted a new share option scheme (the “2022
Share Option Scheme”, together with the “2012 Share Option
Scheme” collectively referred to as the “Share Option Schemes”)
by a Shareholders’ resolution passed at the annual general
meeting held on 6 June 2022. The 2022 Share Option Scheme
became effective from 6 June 2022 and, unless otherwise
terminated, will remain in force for a period of 10 years until
5 June 2032. The purpose of the 2022 Share Option Scheme
is to recognize and motivate the contribution of the eligible
participants and to provide incentives to them and help the
Group and its associates in retaining the eligible participants and
recruiting additional employees and to provide them with a direct
economic interest in attaining the long term business objectives
of the Group and its associates.

Under the 2022 Share Option Scheme, the Board may grant
share options to eligible participants including any employees,
advisers, consultants, agents, contractors, clients, suppliers and/or
such other persons, who in the sole discretion of the Board has/
have contributed or may contribute to the Group and/or any of
its associates.

The maximum number of shares issued or to be issued upon
exercise of share options granted under the 2022 Share Option
Scheme to (i.e. maximum entitlement of) any one participant
in any twelve months shall not exceed one percent of the total
number of issued Shares unless the proposed grant has been
approved by the Shareholders in a general meeting of the
Company. The offer of a grant of share options under the 2022
Share Option Scheme may be accepted by each grantee (and
upon payment of a non-refundable nominal consideration of
HK$1.00 by each grantee) until 5:00 p.m. on the twenty-first
business day following the date of offer, provided that no such
offer shall be open for acceptance after expiry or termination of
the 2022 Share Option Scheme. The 2022 Share Option Scheme
does not specify any minimum holding period or vesting period
but the Board has the authority to determine the minimum period
for which a share option in respect of some or all of the Shares
forming the subject of the share options must be held before it
can be exercised. The exercise price of a share option granted
under the 2022 Share Option Scheme is determined by the Board
in its absolute discretion at the time of the grant but in any case
it shall be at least the higher of (i) the closing price of the Shares
on the Stock Exchange on the date of grant, which must be a
business day; (ii) the average closing price of the Shares on the
Stock Exchange for the five business days immediately preceding
the date of grant; or (iii) the nominal value of a Share. Whilst the
2022 Share Option Scheme was adopted prior to the amendment
of Chapter 17 of the Listing Rules which has come to effect on
1 January 2023, the Company will comply with the provisions
under the amended Chapter 17 of the Listing Rules when making
any grants thereafter.
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,E‘% Hﬁ *E (&) Share Options (Continued)
RZEBEZ__F+_A=+—8 " ()RE As at 31 December 2022, (i) share options granted under the
—E R R M AR AT 2R 2012 Share Option Scheme carrying rights to subscribe for a total
& 42 213,600,0000% I% 12 &9 f& IR #E 1) & number of 3,600,000 Shares remained outstanding; and (ii) no
7 RN ERE —T - —BERET share options have been granted under the 2022 Share Option
R AR E - Scheme.
REBEEERN  BEARAQFERETZ During the year under review, movements in the number of share
ERTFTETEENAERL2HBALTER options which had been granted to certain Directors and eligible
Wz 2T participants under the Company’s Share Option Schemes are as
follows:
BREHE
Number of share options
R=BzZf% REBFER W-B-ZF
=13 -A-H REEEE REEEE BAM/## +-A=+-B
TEE MRTE REH R Lapsed/ MR
Exercise BRETRH Outstanding as ~ Granted during Exercised during Cancelled  Outstanding as
BHBH price Exercise period of at 1 January the year the year  during the year at 31 December
Date of grant  per Share share options 2022 underreview  under review  under review 2022
AT
HKS
3
Directors
EpiE “E-Z% 5942 “T-RE-At-AZ
—Rt-H ZZZZE-f+H 200,000 - - - 200,000
Mr. Ip Kwan 11 January 11 January 2015 to
2013 10 January 2023
AtEzE “2-ZF 592 —E-RE-A+—HE
-A+-A “2--%-F+AH 200,000 - - - 200,000
Mr. Ho Sai Hou 11 January 11 January 2015 to
2013 10 January 2023
400,000 - - - 400,000
ETAL
Eligible persons
—3-ZF 5.9 ZE-R%E-f1+-HE
-At-8 A 3,200,000 - - - 3,200,000
11 January 11 January 2015 to
2013 10 January 2023
ks
Employees 3,200,000 - - - 3,200,000
3,600,000 - - - 3,600,000
ROBEERN BT 2 mEEpr During the year under review, there was no share options
B (T sE Rk o granted, exercised, cancelled and lapsed under the Share Option
Schemes.
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Share Options (continueq)

As at 1 January 2022, the number of Shares that could be issued
upon exercise of all share options that could be granted under
the then available scheme mandate limit was 51,982,512, which
represented approximately 9.14% of the total number of issued
Shares as at 1 January 2022. As at 31 December 2022 and as
at the date of this Annual Report, the number of Shares that
could be issued upon exercise of (i) all outstanding share options;
and (i) all share options that could be granted under the then
available scheme mandate limit were 3,600,000 and 56,848,409,
respectively, which represented approximately 0.63% and
10.00% of the total number of issued Shares as at 31 December
2022 and as at the date of this Annual Report, respectively.

Directors’ Rights to Acquire Shares
and Debentures

Save as disclosed above and in note 36 to the consolidated
financial statements, at no time during the year under review
was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors or their respective spouse or
children under 18 years of age to acquire benefits by means of
the acquisition of Shares in, or debentures of, the Company or
any other body corporate.
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Substantial Shareholders

As at 31 December 2022, to the best of the Company’s
knowledge, the following Shareholders (other than the Directors
or chief executives of the Company disclosed above) had an
interest or long position or short position in the Shares and
underlying Shares which would fall to be disclosed to the
Company under provisions of Divisions 2 and 3 of Part XV of the
SFO or which were required pursuant to Section 336 of the SFO,
to be entered in the register referred therein:

Long position in Shares or underlying Shares

FOR R NN
ERITRAZ
Aot
Approximate
percentage of

FiERMEEB  the issued share
RN E 56 M iF Number of capital of the
Name of Shareholder Capacity Notes Shares held Company
ERBL L BRERA 49,381,913 8.69%
Ms. Ip Fung Kuen Beneficial Owner
FMR LLC NGIE: 1 41,203,300 7.25%

Corporate Interest

FIDELITY PURITAN TRUST EnEAA 2 29,571,120 5.20%

Beneficial Owner

ER{LISEARAF

RIBEFMR LLCERR 4t 69 & £ - FMR
LLCRZZEZZF+ - A=+—
HEzm#AB41,203,300f &% -
HH36,871,1200 K HEB
Fidelity Management & Research
Company LLCEEBARE R -
LA K24,332,1800% % 17 i& #@Fidelity
Management Trust CompanyH #
#A8 K EE - Fidelity Management
& Research Company LLC K Fidelity
Management Trust CompanyEFMR
LLCEEHE -

T FEFR

Notes:

(1) Based on information provided by FMR LLC, FMR LLC was
beneficially interested in 41,203,300 Shares as of 31 December
2022, of which 36,871,120 Shares were directly held and managed
by Fidelity Management & Research Company LLC, and 4,332,180
Shares were directly held and managed by Fidelity Management
Trust Company respectively. Fidelity Management & Research
Company LLC and Fidelity Management Trust Company are wholly
owned by FMR LLC.
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}% 3 % AFidelity Canada Investors
LLCZ100% A # - MFidelity
Canada Investors LLCH# B Bay Street
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Bay Street Holdings LP2 18%J&# °
483A Bay Street Holdings LPHE A&
Bluelay Lux 1 S.a.r.l2100% /%%
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Investments Canada ULCZ 100% &
1
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Substantial Shareholders (continued)

Long position in Shares or underlying Shares
(Continued)
Notes: (Continued)

The Company was further notified that out of the above mentioned
36,871,120 Shares held by Fidelity Management & Research
Company LLC, 7,300,000 Shares were advised and hence indirectly
held by 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 100% equity interest
in Bay Street Holdings LLC, which in turn owns 18% 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 in turn owns
100% equity interest in Fidelity Investments Canada ULC.

(2)  The Company was notified by FMR LLC that 29,571,120 Shares
were held directly by Fidelity Puritan Trust, and that such Shares
were managed by Fidelity Management & Research Company LLC,
which is a wholly owned subsidiary of FMR LLC. Therefore, such
Shares are deemed interest of FMR LLC.

Save as disclosed above, as at 31 December 2022, the Directors
are not aware of any other persons who have interests or short
positions in the Shares, underlying Shares or debentures of the
Company or its associated corporations (within the meaning of
Part XV of the SFO) which would be required to be disclosed to
the Company and the Stock Exchange pursuant to Part XV of the
SFO.

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

Saved as disclosed above, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any listed securities
of the Company during the year ended 31 December 2022.
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Major Suppliers and Customers

During the year under review, 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.

None of the Directors, their respective close associates (as defined
in the Listing Rules) or any Shareholder (whom to the knowledge
of the Directors owns 5% or more of the issued share capital of
the Company) as at 31 December 2022 has 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 61 to 88 of this annual
report.

Sufficiency of Public Float

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained sufficient public float as required under the Listing
Rules during the year and as at the latest practicable date prior
to the issue of the annual report.

Equity-linked Agreements

Other than the Share Option Schemes 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 under review
or subsisted at the end of the year under review.

Donations

During the year under review, the Group made charitable
donations of approximately HK$667,000.
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Permitted Indemnity Provision

The Memorandum and Articles provides that each Director,
auditor or other officer of the Company shall be indemnified
out of the assets of the Company against any liability, loss or
expenditure incurred by him in defending any proceedings,
whether civil or criminal, which relate to anything done or
omitted to be done by him as Director, auditor or other officer
of the Company and in which judgment is given in his favour
or in which he is acquitted, or incurred in connection with any
application in which relief is granted to him by the court from
liability in respect of any such act.

The Company has taken out and kept in force appropriate
directors’ and officers’ liability insurance coverage for the
Directors and officers of the Company.

The permitted indemnity provisions and the Directors’ and
officers’ liability insurance coverage were in force during the year
under review and as of the date of this annual report.

Connected Transactions and
Continuing Connected Transactions

The Group entered into certain transactions with parties regarded
as “Related Parties” under applicable accounting standard.
Details of the related party transactions are set out in note 39
to the consolidated financial statements. Among the related
party transactions, each of the following transactions constitutes
a connected transaction or a continuing connected transaction
of the Company as defined under Chapter 14A of the Listing
Rules. Further, each of those transactions constitute a de
minimis transaction under Chapter 14A of the Listing Rules and
is therefore fully exempt from Shareholders’ approval, annual
review and all disclosure requirements under Rule 14A.76(1) of
the Listing Rules.

(a) During the year under review, the Group paid rent of
HK$960,000 (2021: HK$960,000) to Goldex Investments
Limited which is owned as to 50% by Mr. Ip Chi Shing, the
controlling Shareholder and a Non-executive Director and
50% by his spouse.

2022 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED

57



58

m}*

556 ¥ 4 GOVERNANCE REPORT

EZTRES

Directors’ Report

=] ;

é}ﬂ]

REBFERN AEERDMERE
KEZESARARNES RE
A #384,0008 L (=& = — & :
384,000/ 7T.) M AR % #53,000%
T (ZZ = —4% 53,0008 7T) -
i E AR A (AR AR R IERTT
ER)VHEBZARMIERER -

—~
o
=

(0 MRIFLMHBIE14A950% - R
EFHARAREWBRAAFR]
HWREEHNINTFESTZHEE

E2EBRENRS o XMHEMFIN
B EII N A B R M

56 °

RIBFRAMBERD
FRRFRYEBHXZ AR
RIZEMRBY L

RZEBE-Z—FR ARAMEEEBEFE
MR (—RAPBEFMARMHRR]) L
91.76% s o F XA MBER T = —
F-AZTEtEAREZARLETRIAR
FMEXEFTHZE BEEXARZ=ZZ
T F-_R-HBNZEFERAHERE

ROEHFAR ETRAGB R T

NARR  FEABRBERARIIESFR
SR BB EERIAEIERN LT

B FIEFELSHABNNARFAHA

:%:%iﬁﬁ +NB - ZZE_FF
NAtTH ZEEF+A=-+—8"
—E-—F-_AWB -—ZT=-—%_H

AEEZZEZFNARBZAE M
EAARIAMA-ZZE-_EFNA+LH
LA e

BREEREIN  EXBREEEFEA
2R 3 ORI E 5 R 5 PRI E AR B
YEMIMAARERRRBSMASZ
“EENATERZBMMRAEERS
GEIERE

ERLIKERMAF —T-—FEFH

Connected Transactions and
Continuing Connected Transactions
(Continued)

(b)  During the year under review, the Group received rent and
license fee of HK$384,000 (2021: HK$384,000) and service
fee of HK$53,000 (2021: HK$53,000) from Ip Chi Shing
Charitable Foundation Limited in which Mr. Ip Chi Shing,
the controlling Shareholder and a Non-executive Director
has controlling interest.

(c)  Remuneration paid to Directors pursuant to their service
contracts entered into with the Company or its subsidiaries
are fully exempted transactions pursuant to Rule 14A.95
of the Listing Rules. The details of the remuneration paid
to them are set out in note 6 to the consolidated financial
statements.

Termination of the Proposed Spin-
Off and Separate Listing of Bauhinia
Variegata on Chinext Board of The
Shenzhen Stock Exchange

During 2022, the Company indirectly held approximately 91.76%
equity interest in Bauhinia Variegata, a company incorporated in
the PRC. Bauhinia Variegata submitted its listing application for
the Proposed A Share Listing to the SZSE on 27 January 2021 and
was notified by the SZSE on 3 February 2021 that the application
for the Proposed A Share Listing was acknowledged. On 5
August 2022, Bauhinia Variegata has made an application to the
SZSE to withdraw its application for listing on the Chinext Board
of the SZSE. For details, please refer to the announcements of
the Company dated 28 May 2020, 10 June 2020, 21 July 2020,
4 February 2021, 5 February 2021 and 5 August 2022, and the
circular of the Company dated 17 August 2020.

Unless otherwise indicated, capitalised terms used in the heading
of “Proposed Spin-off and Separate Listing of Bauhinia Variegata
on ChiNext Board of the Shenzhen Stock Exchange”
the same meaning as those defined in the Company’s circular
dated 17 August 2020.

shall have
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Very Substantial Disposal in relation
to Disposal of Equity Interest in
Handsome Chemical Development
Limited

On 15 July 2022, PAGAC Heisenberg Holding Il Limited (the
“Purchaser”), Yip's H. C. (Holding) Limited (“YHC") (an indirect
wholly-owned subsidiary of the Company), the Company and
Handsome Chemical Development (an indirect wholly-owned
subsidiary of the Company) entered into a sale and purchase
agreement (the “Agreement”), pursuant to which, among other
things, the Purchaser had conditionally agreed to acquire, and
YHC had conditionally agreed to sell, 4,080 issued shares of
Handsome Chemical Development, which represent 68% of the
total issued share capital of Handsome Chemical Development,
for the consideration of RMB2,295 million (equivalent to
approximately HK$2,688 million) (the “Disposal”).

Before the completion of the Disposal, Handsome Chemical
Development directly owned approximately 38.88% equity
interest in, and indirectly through its 75%-owned subsidiary, Yip's
Industrial Holdings Limited, owned approximately 48.17% equity
interest in Handsome Chemical. Accordingly, Handsome Chemical
Development owned a 75% effective interest in Handsome
Chemical and the Group disposed of a 51% effective interest in
Handsome Chemical through the Disposal. Handsome Chemical
Development and its subsidiaries are principally engaged in the
solvents business of the Group.

The Disposal constituted a very substantial disposal of the
Company and was subject to the notification, announcement,
circular and Shareholders’ approval requirements under Chapter
14 of the Listing Rules.

All the terms and conditions of the Agreement had been fulfilled
(and/or waiver if applicable) and completion of the Disposal took
place in 2022. Accordingly, Handsome Chemical Development
and its subsidiaries ceased to be the subsidiaries of the Company
and become associates of the Company after completion.

For details regarding the Disposal, please refer to the
announcements of the Company dated 25 July 2022, 15
September 2022, 20 September 2022 and 6 October 2022, and
the circular of the Company dated 20 September 2022.
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Directors’ Interests in Transactions,
Arrangement or Contracts

Save as disclosed above, no Director or any entity connected
with a Director had a material interest, directly or indirectly, in a
transaction, arrangement or contract that is significant in relation
to the Company’s business to which the Company or any of its
subsidiaries was a party during the year under review.

Contracts Concerning Management
and Administration

No contracts, other than employment contracts with Directors
and full time employees, concerning the management and
administration of the whole or any substantial part of any
business of the Company were entered into or subsisted during
the year under review.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the
Memorandum and Articles or the laws of the Cayman Islands
which would oblige the Company to offer new shares on a pro
rata basis to existing Shareholders.

Auditor

The consolidated financial statements of the Group for the
year ended 31 December 2022 have been audited by the
Company’s auditor, Messrs. Deloitte Touche Tohmatsu. Messrs.
Deloitte Touche Tohmatsu will retire and a resolution for their
re-appointment as auditor of the Company will be proposed at
the forthcoming AGM.

On behalf of the Board

Ip Chi Shing
Chairman

24 March 2023
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Statement of Compliance

The Board is committed to practicing and achieving a high
standard of corporate governance. The Board periodically reviews
the daily corporate governance practices and procedures of the
Company and its subsidiaries and procures the Company and
its subsidiaries to strictly comply with the relevant laws and
regulations, and the rules and guidelines of regulatory bodies.

Corporate Governance Practices

The Company has made detailed disclosures in relation to the
accounting period covered in this annual report in compliance
with the requirements set out in the Corporate Governance Code
(the “CG Code”) of Appendix 14 to the Listing Rules. Also, the
Company has complied with the code provisions of Part 2 of the
CG Code for the year ended 31 December 2022.

Model Code for Securities
Transactions by Directors

The Company has adopted a code of conduct on securities
dealings by Directors and the relevant employees (the “Code
on Securities Dealings”) on terms no less exacting than the
required standard of the Model Code as its own code of conduct
governing dealing by all Directors and relevant employees in
the securities of the Company. After making specific enquiries,
all Directors have confirmed that they have complied with the
required standard set out in the Model Code and Code on
Securities Dealings for the year under review.
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Group’s Vision and Culture
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Strategy

The Company endeavours to be more environmentally friendly,
service-oriented and end-user focused in future business
development, and will actively pursue business opportunities
related to “household” and “automobile” to diversify and
increase the competitiveness of its product portfolio. For more
details of the Company’s strategy highlights, please refer to
the sections of Chairman’s Statement and Report of the Chief
Executive Officer of this report.

Culture

To drive the sustainable development to attain its corporate
vision, the Company promotes the corporate culture of “TIDE",
which aims to equip colleagues with the qualities of Teamwork,
Integrity, Determination and Excellence. For more details, please
refer to the section of Building Human Capital of the Company’s
website.
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The Company focuses on the
production, sales and marketing
of chemical products for over
half a century. The Company

FE & Vision
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Strives to establish a quality
chemical business platform to
achieve its vision — “Towards a
Century of Revered Leadership”

{&{E Value
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The seven core values outlined
in the Company’s corporate
vision complement each other
and form the cornerstone of

aims at creating a comfortable
and beautiful living environment
for consumers, as well as
promoting sustainable lifestyle
by providing high-quality
chemical products and services.
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the Company’s commitment to
people-oriented management
philosophy and the pursuit of
sustainable development. Please
refer to the inner cover page of
this report for each core value.

The Board has established the Company’s purpose, values
and strategy, and is satisfied that they are aligned with the
Company’s culture. The Company has formulated corporate
strategy for delivering the Company’s objectives and a long-term
business model as the basis to generate or preserve value over
the longer term. For details, please refer to the above heading
of “Group’s Vision and Culture”, and sections of “Chairman’s
Statement — Review and Outlook” and “Report of the Chief
Executive Officer” of this annual report.
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Corporate Governance Structure
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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.
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As of the date of this annual report, the Board is chaired by
Mr. Ip Chi Shing and comprised a total of seven Directors,
namely, three Executive Directors, one Non-executive Director
and three Independent Non-executive Directors. During the
year under review, 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. The
Directors as of the date of this annual report were:

Chairman & Non-executive Director
Mr. Ip Chi Shing (Chairman)

Executive Directors

Mr. Yip Tsz Hin (Deputy Chairman)
Mr. Ip Kwan (Chief Executive Officer)
Mr. Ho Sai Hou (Chief Financial Officer)

Independent Non-executive Directors

Mr. Wong Yuk
Mr. Ho Pak Chuen, Patrick
Mr. Ku Yee Dao, Lawrence

The following changes to the Board composition have taken
place since the date of the last corporate governance report:

(1) Mr. Yip Tsz Hin stepped down from his role as the Chief
Executive Officer with effect from 1 January 2023, but will
remain as the Deputy Chairman, an Executive Director and
a director of various subsidiaries of the Company; and

(2)  Mr. Ip Kwan was re-designated as the Chief Executive
Officer with effect from 1 January 2023.

Biographic details of the Directors as of 31 December 2022 are
set out in the section “Directors’ and Management Executives’
Profiles” on pages 37 to 40 of this annual report. The list of
Directors with their roles and functions is available on the
websites of the Company and the Stock Exchange.

As of the date of this annual report, Mr. Ip Chi Shing, the
Chairman of the Group and a Non-executive Director, is (i) the
elder brother of Mr. Yip Tsz Hin who is the Deputy Chairman and
an Executive Director; and (ii) the father of Mr. Ip Kwan, who is
the Chief Executive Officer of the Group, an Executive Director
and a member of the SLT. Mr. Yip Tsz Hin is the uncle of Mr. Ip
Kwan. To the best knowledge of the Directors, save as disclosed
above, there is no financial, business, family or other material/
relevant relationship among members of the Board.
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The Company has received from each of the Independent
Non-executive Directors an annual confirmation of his and
immediate family members’ independence pursuant to Rule
3.13 of the Listing Rules. Therefore, the Company considers all
Independent Non-executive Directors are independent throughout
the year under review.

Mr. Ku Yee Dao, Lawrence, an Independent Non-executive
Director, is the son of Mr. Ku Yuen Fun, the former Independent
Non-executive Director, however, the Board considers that
Mr. Ku Yee Dao, Lawrence is independent for, among others,
the following reasons: (i) Mr. Ku Yee Dao, Lawrence satisfies
all the independence criteria set out in Rule 3.13 of the Listing
Rules except for Rule 3.13(6) of the Listing Rules solely for him
being the son of a retired Director; and (ii) the Company believes
that Mr. Ku Yee Dao, Lawrence is capable of exercising his
professional judgment and draw upon his extensive knowledge
and experience in the accounting and financial industry.

In respect of another Independent Non-executive Director
Mr. Wong Yuk, notwithstanding that Mr. Wong Yuk was a
director of Bauhinia Paints Manufacturing (Shenzhen) Company
Limited (£ #I7E &% CF Y1) BPR 2 7)) (a company established
in the PRC and a subsidiary of the Company, “Bauhinia Paints
(Shenzhen)”), within two years prior to 1 January 2021, the date
of his re-designation as Independent Non-executive Director,
Mr. Wong has confirmed, and the Board agrees, that Mr. Wong
is independent and satisfies all the indicative independence
criteria set out in Rule 3.13 of the Listing Rules, save for Rule
3.13(7) of the Listing Rules, for the following reasons:—

(i) Mr. Wong Yuk has been re-designated from an Executive
Director to a Non-executive Director since 1 January 2019
and has no longer been involved in any daily operations,
management and business of the Group since then and has
played a valuable role to bring objectivity and independent
judgment to the Board’s deliberations; and

(i) Mr. Wong Yuk acted as a director of Bauhinia Paints
(Shenzhen) which applied for deregistration on 13
November 2018 (by then Bauhinia Paints (Shenzhen) had
already ceased its business), since then Mr. Wong ceased
to perform any executive role in Bauhinia Paints (Shenzhen)
and the deregistration process of Bauhinia Paints
(Shenzhen) was completed on 10 April 2020.

for identification purpose only
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The Board (Continued)
Operation of the Board

The details of Directors’ attendance at the Board meetings held
during the year under review are set out in the following table:

ESESRCHEREITHA
Number of Board Meetings Attended and Held
FREFT
BEEg HthZEE=E FHITES
ERe3 BREFEER EELEES

Chairman and

Independent

Non-executive

Regular Board Other Board Directors

EEHA Name of Director Meetings Meetings Meeting
EEKLEE Mr. Ip Chi Shing 5/5 2/20 11
EFekist Mr. Yip Tsz Hin 5/5 6/20 T3 FN/A
a4k Mr. Ip Kwan 5/5 18/20 5@ FAN/A
ftEZ A& Mr. Ho Sai Hou 5/5 20/20 i FAN/A
FBEAE Mr. Wong Yuk 5/5 2/20 11
EEPIEAS Mr. Ho Pak Chuen, Patrick 5/5 2/20 1/1
HAE L AE Mr. Ku Yee Dao, Lawrence 5/5 2/20 11
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During the year under review, the Board had maintained a 100%
attendance rate at the five regular Board meetings and active
participation had been achieved by all Directors throughout the
year. Besides these regular Board meetings, twenty other Board
meetings were convened during the year under review to approve
routine business or discuss any matters that required the Board’s
timely attention.
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Th e Boa rd (Continued)

Mechanism to Ensure Independent Views and
Input are available to the Board

The Company has established mechanism to ensure independent
views and input are available to the Board. The Board reviewed
the implementation and effectiveness of such mechanism from
the following two aspects:

1. Independence assessment criteria for independent
non-executive Directors

(i)

(i)

annual independence assessment of each independent
non-executive Director according to the Nomination
Policy as set out below and Rule 3.13 of the Listing
Rules; and

annual review of tenure of each independent
non-executive Director.

2. Assessment to ensure independent views and input are
available to the Board

(i)

(i)

(iii)

(iv)

(vi)

(vii)

review of the Board and Board committee structure;

management of conflict of interest;

review of remuneration of independent non-executive
Directors;

recruitment channels and procedures for independent
non-executive Directors;

annual review of time commitment of each of the
independent non-executive Directors;

in order to facilitate Directors to properly perform
their duties, all Directors could seek advice from
the Company Secretary or in-house legal team, and
can also seek advice from independent professional
advisors, at the Company’s expense; and

annual meeting between the Chairman and
Independent Non-executive Directors.

During the year under review, the Board reviewed the
implementation and effectiveness of the mechanism to
ensure independent views and input are available to the
Board and considered the mechanism effective.
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The Board approved and adopted a board diversity policy (the
“Board Diversity Policy”) on 20 August 2013. The Board Diversity
Policy is summarised 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; and

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

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

During the year under review, the Board reviewed the
implementation and effectiveness of the Board Diversity Policy
and considered the policy effective. The Group is currently
looking for a suitable candidate of different gender to serve
as a new director through different recruitment channels and
networks or recruitment agency (if necessary), and with specific
industry experience or professional fields, and will comply
with the revised Listing Rules and the code provision(s) of the
Corporate Governance Code regarding gender diversity of board
members on or before 31 December 2024.

The Company has formulated a succession plan to identify and
develop potential employees to fill key positions in the Group.
Human Resources Department hold meetings with general
managers of each operating business and department heads to
identity the talent pool and potential successors for key positions
every year, and also arranged different types of training and
talent development for these potential successors. The selection
of successors based on a range of diversity perspectives, including
but not limited to gender, age, educational background,
professional experience, skills, knowledge and length of service
to the Group. Measures as mentioned above will be taken by
the Company to develop a pipeline of potential successors to the
Board and key positions for achieving gender diversity.



EEERESZTILEE &
R-_ZE-_—_F+-_A=+—H 2ESE
T (BEEREEAR)MMERILAIAT

80.36%

B Male

EEgERARN T __F+=_A=+—
BEBZEETMHHERLLA - UkeE
BTARZEE T ABMMERLLLA - R
AEBENMERLLAIERITEG  BREF
AR-ZZE-_NF+=—A=+—H=ZA
ZE—ZTRAMR NI ESHRTIN
AAREBREEAREETERERZ
TAELME] S FF Bk Al AT 2 B AZ o

REAWE

EFeR T -NAF_A+IBHLER
R ABR ([RABHEK]) - AFIBEER
BCZIREHNZIAAREEZHAESL
MR - RBBEHMmT ¢

e EEXERBUTEERRXIEA
ERBHEZEREEEGKHE

(@) WEEZE

(by eI sAMmEITELE
EREEZR - HE O HE
R E AR TS R B R
B

() FIRAREERARBER
B &Y 25

d) ZrREBERARZZ T

=
5]

=

() WRIELTRAERZBILI
WITEE 2B

() EBFSURTRETENEM
H b AR A =

(99 FEHRTEZETREEE
12,19 LE 71

(h FEHRTES FRTES
RBIFNTEFTEESS
# £ 5

A ¥y 25 GOVERNANCE REPORT

EREIBHRS
Corporate Governance Report

The Boa rd (Continued)

Board Diversity Policy (Continued)

As of 31 December 2022, the gender ratio in the workforce
(including senior management) was as follows:

N\ 10 645

% Female

The Board reviewed the gender ratio in the workforce of the
Group as at 31 December 2022 and peer companies and believes
that the gender ratio of the Group was similar to that of peer
companies. Other than compliance with the requirement of
appointment of a new director of different gender on or before
31 December 2024, the Company currently does not set any
plans or measurable objectives for achieving gender diversity
across the workforce.

Nomination Policy

The Board approved and adopted the Nomination Policy (the
“Nomination Policy”) on 14 February 2019 which sets out the
criteria and procedures for the selection, appointment and
re-appointment of Directors. The Nomination Policy is summarised
as follows:

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

(a) Reputation for integrity

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

() Commitment in respect of available time and relevant
interest

(d) Diversity perspectives as mentioned in the Diversity
Policy

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

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

(g) Balanced representation of different management
domain of executive directors

(h) Balanced representation on the Board by executive
directors, non-executive directors and independent
non-executive directors
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Th e Boa rd (Continued)

Nomination Policy (Continued)

The nomination and selection procedures are:

(a)

The nomination committee of the Company (the
“Nomination Committee”) and the Board shall
conduct, at least annually and once every five (5)
years, respectively, a review of the structure, size,
and composition (including skills, knowledge and
experience) of the Board and consider the Board
succession plan.

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

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

The Board shall ensure the procedures of nomination,
selection and appointment/re-appointment to comply
with the Memorandum and Articles, 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.
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The Board (Continued)
Dividend Policy

The dividend policy of the Company (the “Dividend Policy”)
has been adopted by the Board since 2008 and was revised in
July 2010, January 2012, February 2017 and February 2022,
which includes setting guidelines to be followed by the Board in
deciding whether to recommend dividend out of the profits and
the amount of dividend per share to be distributed. The Dividend
Policy is summarised 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 will 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 operations in both Mainland
China and Hong Kong;

o In addition to cash, dividends may also be distributed in
company Shares, warrants or other forms of securities of
the Company;

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

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

The Board reviewed the Dividend Policy on the Board meeting
held on 22 February 2022 and the Dividend Policy will be
reviewed by the Board once every five (5) years or at appropriate
times so as to ensure its effectiveness.
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The Board (Continued)
Whistle-blowing and Anti-corruption Policies

A new whistleblowing policy (the “Whistleblowing Policy”) and
system have been implemented and set up during the year under
review for employees and those who deal with the Group (e.g.
business partners and suppliers as well as the general public)
to raise concerns, in confidence and anonymity, with the audit
committee of the Company (the “Audit Committee”) about
possible improprieties in any matter related to the Company.
An excerpt version of the Whistleblowing Policy is available
on the Company’s website. The Company has also embedded
in the employee handbook and staff code of conduct a set of
anti-bribery and anti-corruption policies, including prohibition
of employees from engaging in activities that present a conflict
of interest, completion of a declaration of interest form by
employees at designated levels at new employee orientation
and every year thereafter, as well as policy of acceptance
of advantages and by employees and guidelines for social
entertainment. The whistle-blowing and anti-corruption practices
and policies are fundamental to good corporate governance.

In addition to the captioned Dividend Policy and Whistleblowing
Policy, during the year under review, the Board also reviewed the

following guidelines and policies:

o Group Budget Policy;

. Group Information Policy;
° Inside Information Handling Mechanism;
o Group External Communication Policy;

o Product Quality Safety Risk Management Policy;

o Community Investment, Sponsorship and Donation Policy;

. List of Major Contracts;

o Code on Securities Dealings by Directors and the Relevant
Employees; and

o Terms of Reference of Remuneration Committee.
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The Board (Continued)
Company Secretary

The company secretary of the Company (the “Company
Secretary”), Mr. Ho Sai Hou, is a full time employee of the
Company. During the year under review, Mr. Ho has duly
complied with the relevant professional training requirement
under Rule 3.29 of the Listing Rules.

During the year under review, the role of the 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.

Directors’ Training and Professional
Development

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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Th e Boa rd (Continued)

Directors’ Training and Professional
Development (Continued)

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

= 5l
Type of Trainings
BER, R
gER R BE M AR
A BB 3% 3 maE w2y
Seminars
and/or
conferences Reading
In-house and/or and on-line
EENS Name of Director training forums studying
BEEXEE Mr. Ip Chi Shing v/
e S Mr. Yip Tsz Hin v/
e E Mr. Ip Kwan v/
At R L& Mr. Ho Sai Hou v v v
FrasksE Mr. Wong Yuk v
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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 under review,
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 of Deputy Chief Executive
Officer was held by Mr. Ip Kwan.

As disclosed below, the Company established SLT. During the
year under review, Mr. Yip Tsz Hin and Mr. Ip Kwan oversaw
the works 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.



EER

EEEREs
EEECEZERBASEREEK M
ZEBE BRETRNGIEMETHR
NEBERER ULRHEENRER
BUMKRRIFHERE -REBFER
SEREEBAHTMKE  EFeit
£ EPLELE  JERELERHRKK
T(EPE=URATESF) -

RRAFERE—DE 2 HEFEFELR
EEHZENEBE %‘ s &5

B -REREEFRBHE

o HIERHB R NMER

o HWENFERERSE

s HEFERH

o WETBEAFX WEBIHE

. HilE BB B IR BUR

s WEBTRMNXRZNEERS

s EBEREIREE
s ZEWES
e NIYEZFEEZE®

s M MERANIMEZERERER
/%I\JL

e HIEMBULEEARBKELER
g (e RERSTAD

o RINMERETEAREIRENR

o HAEZERKIES

A ¥y 25 GOVERNANCE REPORT

EREBHRS

Corporate Governance Report

The Board (Continued)
Delegation by the Board (Continued)

The Board has delegated to SLT 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. During the year under review, SLT comprises a total of
four members, namely Mr. Yip Tsz Hin, Mr. Ip Kwan, Mr. Ho Sai
Hou and Ms. Tse Yik Chu, the first three of which are Executive
Directors.

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

o declaring and recommending the payment of dividends

° appointing new Directors

o establishing Board committees

o reviewing and monitoring of internal control and risk

management systems

formulating and reviewing policies and practices on
corporate governance and compliance with CG Code

o reviewing and monitoring policies and practices on
compliance with legal and regulatory requirements

o approving major policies and guidelines
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The Board (Continued)
Delegation by the Board (Continued)

o reviewing and monitoring the training and continuous
professional development of directors

o reviewing compliance with the CG Code and disclosure in
the Corporate Governance Report

Senior Leadership Team

The members of SLT as at 31 December 2022 were:

o Mr. Yip Tsz Hin*
. Mr. Ip Kwan

o Mr. Ho Sai Hou

o Ms. Tse Yik Chu

* Mr. Yip Tsz Hin ceased to be a SLT member with effect from 1
January 2023.

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;

. Supervise the businesses of subsidiaries; and

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

Currently, there are four Board committees, namely
Remuneration Committee, Audit Committee, Nomination
Committee and health, safety and environment committee (the
“HSE Committee”). Except the HSE Committee, all the board
committees have formulated their specific written terms of
reference in accordance with the requirements of the CG Code.



EESw

yMEEg

FMEEGR -_TTAFAARL R
EEFERN  mRIBIFRITESE
A BMAE ) EEREMRES  @E
SEERFMEESER -FMEREE
ERERNENT :

s RULEAMABHENREFHIET
SEFBBR

s MNEZSEREEMFEENLR
REEEBHFM ZBER R ERE

s BESHTEFMASMAEEEZ
s

s NINTEFNFHMEFTSRE
HiEeE

o HWAEMTESERBEOGT : &

o EHR/IBMAELTRAUETL
BB RO ENER -

BER T - =F—H - BRERHH;
EHRAE+EEEB LT EITARN
e ARRRZE-_F+-A+M
BEATHFHMEZEeREEHEZE MK
EzFMEZEeREHEESCEHR
AN E) R B PRAB A A > IR AT A R R
EEFIRHEER -

A ¥y 25 GOVERNANCE REPORT

EREIBHRS
Corporate Governance Report

The Board (Continued)
Remuneration Committee

The Remuneration Committee was established in June 2005.
During the year under review, the Remuneration Committee
consisted of two Independent Non-executive Directors, namely
Mr. Ho Pak Chuen, Patrick and Mr. Wong Yuk. Mr. Ho
Pak Chuen, Patrick was the chairman 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;

° approving the terms of Executive Directors’ service
contracts; and

o reviewing and/or approving matters relating to share
schemes under Chapter 17 of the Listing Rules.

In accordance with the new Chapter 17 of the Listing Rules in
respect of listed issuers’ share schemes which took effect on 1
January 2023, the Company amended the terms of reference of
the Remuneration Committee on 14 December 2022 and the
revised 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.

REEBEFEN FMEESRITT — K During the year under review, the Remuneration Committee held
@ SHERZEE 2 EERNEHT one meeting and the attendance of each member at this meeting
m is shown in the table below:

i E =
RE Member Attendance
ER=plE 2= Mr. Ho Pak Chuen, Patrick 1/1
F B4 Mr. Wong Yuk 1/1
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The Board (Continued)
Remuneration Committee (Continued)

The works performed by the Remuneration Committee in the
meeting included but not limited to:

o reviewed and approved the remuneration of Non-executive
Directors for the year 2022

o reviewed and approved the salary adjustment for Executive
Directors and senior management for the year 2022

o discussed and reviewed the progress of talent development
and succession planning for key positions

o discussed the reward scheme for the year 2022

Directors’ emoluments consisted of payments to Directors in
connection with the management of the affairs of the Company
and its subsidiaries. Details of the Directors’ remuneration and
employees’ emoluments for the year under review are set out in
note 6 to the consolidated financial statements.

Audit Committee

The Audit Committee was established in November 1998. During
the year under review, the Audit Committee comprised three
Independent Non-executive Directors, namely Mr. Ku Yee Dao,
Lawrence, Mr. Ho Pak Chuen, Patrick and Mr. Wong Yuk, and it
was chaired by Mr. Ku Yee Dao, Lawrence. 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.
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The Board (Continued)

Audit Committee (Continued)

The Audit Committee held four meetings during the year under
review and the attendance of each member at these meetings is
shown in the table below:

HE =
24=} Member Attendance
B A Mr. Ku Yee Dao, Lawrence 4/4
BB Mr. Ho Pak Chuen, Patrick 4/4
TBEE Mr. Wong Yuk 4/4
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The works performed by the Audit Committee in these meetings
included but not limited to:

o reviewed the 2021 annual and 2022 interim results before
submitting the same to the Board for approval and in
doing so, the committee focused on material deviations of
the Group’s performance from past year’s results, major
areas of judgment, selection and application of accounting
policies and compliance with legal and regulatory
requirements;

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

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

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

o considered the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Group's accounting, internal audit and financial reporting
function as well as those relating to the ESG performance
and reporting; and

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

The audited consolidated financial statements of the Group for
the year ended 31 December 2022 have been reviewed by the
Audit Committee on 20 March 2023.

2022 ANNUAL REPORT ' YIP’S CHEMICAL HOLDINGS LIMITED

79



80

& A %R 4 GOVERNANCE REPORT

EREBHRS

Corporate Governance Report

EEgSw
REZES
REZBEENRE—F+=ZA=+H
BRI - IREZEGHR—3FMITES (A
EENEE) RMAIBIIERNTES (B
AL EREBESE) AR - WHE
EXREEEEEIRE REBZZESTEA
@&Iﬂﬁbﬁﬂ—r-

. AELBFRHEBELNEE -
ABRAAR (5 FAE A R A
BAE)  CHEER MRS
BB e

e VEARKAEERAELESRS
BB B AL 3 B ok Bt EE (E
ANERZREFTAEFEHRILE

e
24

o  FIERBUIFMITEREMNBEUM

s HMEFZEXEHZEURES
BEFERESERIER

REAZEGREGEESEINAR
KB X PrARUE A - A (A R TME;I/\
REERH -

ERLIKERMAF —T-—FEFH

The Board (Continued)
Nomination Committee

The Nomination Committee was established on 20 December
2021. The Nomination Committee consisted of one Non-executive
Director, namely Mr. Ip Chi Shing, and two Independent
Non-executive Directors, namely Mr. Ho Pak Chuen, Patrick and
Mr. Wong Yuk, and was chaired by Mr. Ip Chi Shing. Major roles
and functions of the Nomination Committee include:

o reviewing the structure, size and composition (including
the skills, knowledge and experience) of the Board at least
annually and make recommendations on any proposed
changes to the Board

o identifying individuals suitably qualified to become Board
members and select or make recommendations to the
Board on the selection of individuals nominated to be
nominated as Directors

o assessing the independence of independent non-executive
Directors
o making recommendations to the Board on the appointment

or re-appointment of Directors and succession planning for
Directors

The terms of reference of the Nomination Committee is available
on the websites of the Company and the Stock Exchange and
from the Company Secretary upon request.
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The Board (Continued)
Nomination Committee (Continued)

The Nomination Committee held one meeting during the year
under review and the attendance of each member at this meeting
is shown in the table below:

i FE &
241 Member Attendance
BEKEE Mr. Ip Chi Shing 11
EEIES Mr. Ho Pak Chuen, Patrick 1/1
FBEA Mr. Wong Yuk 1/1
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The works performed by the Nomination Committee in the
meeting included but not limited to:

. reviewed the structure, size and composition (including
skills, knowledge and experience) of the Board;

o assessed the independence of independent non-executive
Directors; and

o reviewed the implementation and effectiveness of board
independence mechanism.

Health, Safety and Environment Committee

The 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 under review,
the HSE Committee comprised two Independent Non-executive
Directors, namely Mr. Wong Yuk and Mr. Ho Pak Chuen, Patrick,
and was chaired by Mr. Wong Yuk. The HSE Committee has
formulated terms of reference which include its major duties
below:

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

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

o managing the Group’s monitoring environment for health,
safety and environment matters, including organisation
structure, reward and punishment systems, resource inputs,
operation culture, etc.
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The Board (Continued)
Health, Safety and Environment Committee

(Continued)
ZESROBEEERNETTHISE During the year under review, the HSE Committee held four
BRENZESHE T HBIREEHYWOT - meetings and the attendance of each member at these meetings
is shown in the table below:

HER
24=1 Member Attendance
FHLEE Mr. Wong Yuk 4/4
&L E Mr. Ho Pak Chuen, Patrick 4/4
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. reviewed the Group’s health, safety and environment
performance in 2021 and 2022;

o reported and reviewed accidents in recent years and the
follow-up work;

o reviewed the new or revised regulations and requirements
related to health, safety and environment recently issued by
the state and local governments and reviewed the impacts
on the Group; and

. discussed the Group’'s future health,
environment work plan.

safety and

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 disclosed in the
“Independent Auditor’s Report” on pages 89 to 96 of this annual
report.
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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.

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

o Various Board committees and sub-committees are set up
with clear terms of reference to monitor risks and controls
of key business activities. These Board committees and
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, the
management is required to report to the Board regularly
on major operational risks and to seek the Board’s specific
approval on material transactions.

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

sub-committees which summarise 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 (including ESG risks) and their
changes;

. financial reporting procedures;

. Listing Rules compliance;
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Risk Management and Internal
ContrOI (Continued)

° significant control failings and weaknesses; and

. adequacy of resources, staff qualifications and
experience, training programmes and budget of the
Group’s financial and internal audit functions as
well as those relating to the ESG performance and
reporting.

Having reviewed the above aspects of the risk management and
internal control systems of the Group, the Company considers
its risk management and internal control systems effective and
adequate.

The Board adopted “The Group Information Policy and Guidelines
for Handling Inside Information” in 2013 and revised the
aforesaid policy and guidelines on 1 December 2016. The Group
formed a team to manage and control its inside information (the
“IS Team"). The IS Team members include all Board members, the
Chief Financial Officer and all 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 Department reports to both Mr. Ho Sai Hou (the
Chief Financial Officer of the Group, an Executive Director,
the Company Secretary and a member of SLT) and the Audit
Committee.

Auditor’'s Remuneration

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

E/EAHE

iRt 2 BR & Services rendered Fee paid/payable

FET

HK$'000

FEIZ AR Audit services 2,600
FEEZRE Non-audit services

E P ERE Interim report review 600

HAth Others 1,260

ERLIKERMAF —T-—FEFH
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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 Memorandum and 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 Memorandum and 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 a general meeting.

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

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

Putting Forward Proposals at
Shareholders’ Meeting

The requisition must state the purposes of the meeting, and must
be signed by the requisitionists and deposited at the head office
and principal place of business of the Company in Hong Kong,
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 Board by post
to the head office and principal place of business of the Company
in Hong Kong, or via e-mail through the Company’s website
(please refer to “Contact Us” at http://www.yipschemical.com).
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Shareholders’ Meetings

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

The 2022 annual general meeting and an extraordinary general
meeting were held on 6 June 2022 and 6 October 2022
respectively. The attendance of each Director at the general
meetings during the year under review is shown in the table

N below:
BRREBZHERBTHE
Number of General Meetings Attended and Held
BRRBERE BRRFIRE
Annual General Extraordinary General
EENA Name of Director Meeting Meeting
EERSEE Mr. Ip Chi Shing 171 171
ErEiA Mr. Yip Tsz Hin 11 1/1
EHhkaE Mr. Ip Kwan 11 171
fath = 5e 4 Mr. Ho Sai Hou 11 1/1
T B 54 Mr. Wong Yuk 1/1 1/1
EEERIE Mr. Ho Pak Chuen, Patrick 11 0/1
H B L E Mr. Ku Yee Dao, Lawrence 11 I7Al

REBEFEAR  ARRHEBEEXT
VEES BRAMIERANCEH
RARE KRBT A - 7] AR E
WEEZRREHEH -

REEBERERRREBEA

ARRBEERBREERE  LHN
HRBEKTFEERESR ARAREEE
#NEBRBER ((SREHINBEBREK]) -
RERHE BRERR REE E#
ANMKREBBIREBENIEFMIE
5l BRI AR R B ABE TR R
BRAFNDERMER  —HRAEEHE
ME  TERZBRRETEERND
ENRALER  NREFNERFR
VR RIER o

During the year under review, there is no change in the
Company’s constitutional documents. The Memorandum and
Articles is available on the websites of the Company’s and the
Stock Exchange and from the Company Secretary upon request.

Investor Relations and
Communication with Shareholders

The Company highly values the relationship with investors and is
committed to maintaining a high level of corporate governance.
The Company has formulated the Group External Communication
Policy (the “Group External Communication Policy”) to provide
clear procedures and guidelines for the communication with
stakeholders including Shareholders, investors, creditors and
the media. The policy states that the Company should provide
accurate, consistent and transparent information for stakeholders
through different channels in a timely manner, and respond to
stakeholders’ enquiries and opinions in accordance with the
policy, and thus strives to maintain good two-way communication
with stakeholders.
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Investor Relations and
Communication with Shareholders

(Continued)

During the year under review, the Board also conducted a review
of the implementation and effectiveness of the Group External
Communication Policy. Having considered the multiple channels
of communication and engagement in place (see below), the
Board is satisfied that the Group External Communication Policy
has been properly implemented during the year under review and
is effective.

The Group fully understands the importance of maintaining
timely communication with investors and Shareholders. During
the year under review, the Group’s Investor Relations and
Corporate Communications Department built a good long-term
relationship with investors and Shareholders through continuing
dialogues. Immediately after the announcement of interim and
annual results every year, the Group holds an investor briefing or
audio conference. Its recording is uploaded subsequently so that
investors and Shareholders from Hong Kong, Mainland China
and overseas are able to learn timely of the Group’s operating
performance and major development. Apart from results
announcements, the Group also arranges one-on-one meetings
or teleconferences with investors and Shareholders to address
their enquiries as well as understanding their views. The Group's
general meeting is also an important channel to maintain a good
two-way communication with Shareholders who can raise their
questions regarding the business and provide feedback to the
management team directly.

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 with
the Group’s latest development. To ensure the consistency of
any announcements of the Group, the Group timely uploads
its interim and annual financial reports, announcements, press
releases, presentation materials and etc. to corporate website.
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. Investors and Shareholders can also lodge their
enquiries to the Company via post or email anytime.

The Company timely and accurately publishes information
through the aforementioned channels to solicit and understand
the views and opinions of investors. The Group firmly believes
that continuous enhancement of communication helps strengthen
the ties with Shareholders.
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TO THE SHAREHOLDERS OF
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 97
to 308, which comprise the consolidated statement of financial
position as at 31 December 2022, 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 2022, 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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Key AUdlt Matters (Continued)

How our audit addressed

Key audit matter the key audit matter
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Expected credit losses assessment of trade receivables

We identified expected credit losses Our procedures in relation to ECL
("ECL") assessment of trade receivables  assessment of trade receivables

as a key audit matter due to the included:

significance of trade receivables to the

Group's consolidated financial position e  Understanding key controls on
and the involvement of subjective how the management estimates
judgement and management estimates in the loss allowance;

evaluating the ECL of the Group's trade

receivables at the end of the reporting e  Testing the integrity of

period. information used by management
to formulate the grouping

for collective assessment, as

at 31 December 2022, on a
sample basis, to the supporting
documents; and

As at 31 December 2022, the Group's
net trade receivables, excluding
balances associated with bills received
for future settlement, amounting to
approximately HK$873,630,000, of
which approximately HK$249,494,000 ¢  Challenging management's basis
were past due. and judgement in determining
credit loss allowance as at 31
December 2022, including their
identification of credit-impaired
debtors, the reasonableness

of managemen