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Corporate Information
0dod

BOARD OF DIRECTORS

Executive Directors

Mr. Cheung Kwok Wing (Chairman)

Mr. Chan Wing Kwan (resigned as the Managing Director and
an executive Director and re-designated as a non-executive
Director on 11 January 2011)

Mr. Cheung Kwong Kwan

Mr. Chang Wing Yiu

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Mok Cham Hung, Chadwick

Mr. Chen Maosheng (appointed on 11 January 2011)

Non-Executive Director
Mr. Chan Wing Kwan (re-designated on 11 January 2011)

Independent Non-Executive Directors
Dr. Cheng Wai Chee, Christopher

Mr. Henry Tan

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

COMPANY SECRETARY
Mr. Lo Ka Leong

PRINCIPAL BANKERS

Bank of America, N.A.

Bank of Communications Co., Ltd.

China Construction Bank Corporation

Citibank, N.A.

DBS Bank Ltd., Hong Kong Branch

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank (Hong Kong) Limited

Sumitomo Mitsui Banking Corporation

AUDITOR

Deloitte Touche Tohmatsu
Certified Public Accountants
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HONG KONG LEGAL ADVISORS

Mallesons Stephen Jaques

REGISTERED OFFICE
Ground Floor, Caledonian House
Mary Street, P.O. Box 1043
George Town

Grand Cayman

Cayman Islands

British West Indies

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

2nd Floor, Harbour View 1

No. 12 Science Park East Avenue

Phase 2 Hong Kong Science Park

Shatin

Hong Kong

PRINCIPAL SHARE REGISTRAR
The Harbour Trust Co. Ltd.

3rd Floor

One Regis Place

P.O. Box 1787

George Town

Grand Cayman Islands

British West Indies

BRANCH SHARE REGISTRAR IN HONG KONG
Tricor Secretaries Limited

26/F, Tesbury Centre

28 Queen’s Road East

Wanchai, Hong Kong
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ERERERE

Revenue goo

EBITDA* opooooooo
oopoooooor
Underlying profit before tax* gooooo*

Net profit attributabletoowners 0000000000
of the Company

— Underlying net profit* ooooaor
- Reported net profit ooooao
Basic earnings per share oooooo
- Based on underlying net profit* oooooooor
- Based on reported net profit oooooooo
Full-year dividend per share oooooo
- Interim dividend per share goooooo
- Proposed final dividend per share oooooooono
Dividend payout ratio gooo
Net asset value per share oooooo
Net gearing goooa
*  Excluding: * 0OOooo
2010: (1) gain on disposal of available-for-sale investments of oooooo
HK$111.8 million (net of the portion shared by minority
shareholders)
2009: (1) net loss on disposal of subsidiaries of HK$82.6 million oooooo
2) gain on disposal of partial interests in subsidiaries of

HK$340.0 million

) impairment loss on available-for-sale investments of
HK$111.8 million (net of the portion shared by minority
shareholders)

(4) discount on acquisition of HK$11.4 million (net of the portion

shared by minority shareholders)
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Revenue
goo
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oooo oooo
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Profit Attributable to Owners of the Company
ooooogooooo

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 20032004200520052007200820]92010
00000000000 April-Dec 2002*

Note: Changed financial year end to December from March 2002 onwards

*k

Excluding the gain from the spin off of copper foil business of HK$178.4 million

Annualized

Excluding the gain from the spin off of laminate business of HK$4.8 billion and

discount on acquisition of HK$49.7 million

Excluding the gain on fair value change of conversion and redemption option

derivative of HK$182.4 million; loss on disposal and deemed disposal of

interest in an associate of HK$23.7 million and discount on acquisition of

HK$1.0 million

Excluding:

(1) loss on disposal of convertible bond and interest in an associate of
HK$189.7 million

(2) impairment loss on available-for-sale investments of HK$253.2 million

(3) discount on acquisition of HK$45.1 million

Excluding:

(1) net loss on disposal of subsidiaries of HK$82.6 million

(2) gain on disposal of partial interests in subsidiaries of HK$340.0 million

(3) impairment loss on available-for-sale investments of HK$111.8 million (net
of the portion shared by minority shareholders)

(4) discount on acquisition of HK$11.4 million (net of the portion shared by
minority shareholders)

Excluding the gain on disposal of available-for-sale investments of HK$111.8

million (net of the portion shared by minority shareholders)
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Chairman’s Statement
oo

BUSINESS REVIEW

It is my great pleasure to report to our shareholders that
Kingboard Chemical Holdings Limited (the “Group”) delivered
record-breaking results for the financial year ended 31 December
2010. The Group’s revenue soared substantially by 42% to
HK$33,891.5 million and underlying net profit (excluding non-
recurring item) jumped by 57% to HK$3,509 million, basic
earnings per share was HK$4.146. Backed by continued
recovery of the global economy and robust economic growth in
emerging markets especially China, the Group saw impressive
results from all business segments. Demand for laminates and
printed circuit board (“PCB”) products continued to grow as
a result of thriving demand for consumer electronic products
especially smartphones as well as tablet PCs. The Group’s
laminate and PCB divisions posted remarkable earnings. Driven
by buoyant demand for chemical products, the Group’s chemical
division delivered outstanding performance with spectacular
growth in both turnover and profit. The Group’s properties
division generated stable rental income from our investment
properties.

On the back of our solid financial strength and proven
management team, the Group has consistently invested in new
production facilities and now established more than 60 plants.
With a sharp competitive edge through our vertically integrated
business model and effective resources management, the Group
was able to advance our market share and deliver another year
of excellent returns for our shareholders. The Board proposed a
final dividend of HKB0 cents per share subject to shareholders’
approval. Together with the interim dividend of HK50 cents per
share paid in September 2010, this constitutes a total dividend
per share of HK$1.1, representing a payout ratio of 26%.
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Chairman’s Statement 0 0 0 O

Revenue Breakdown by Product 00000

1%

FY 2010
gbooooogn

FY 2009
gbooboooogo

Laminates Chemicals Printed Circuit Boards
goooo oooo ooogo
PERFORMANCE

Bolstered by strong global demand for electronic products, the
laminate division achieved remarkable performance in 2010.
Key raw materials price showed a continued uptrend during the
year under review which in turn translated into higher average
selling price (“ASP”) of laminates products compared to previous
year. Chinese government implemented favourable policies to
encourage domestic consumption. Domestic sales denominated
in Renminbi (“RMB”) increased compared to last year. Turnover
(including inter-segment sales) for the laminate division was up
43% to HK$13,507.6 million while earnings before interest, tax,
depreciation and amortisation (“EBITDA”) increased 24% to
HK$3,391 million. Volume sales increased around 15% against
2009 and average monthly shipment volume reached 9.29 million
square metres.
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od oo
ogogo

oooooooboOoooooooooooboooo
ooboobooooOoobooboooooboooon
goooooooooboooooogoooao
oooooooboOoooooooooooboooo
ooboobooooOoobooboooooboooon
gobobooooooboom@oooooooon
0043%00000000000000000
00000000000 000000024%0
gooooooooooooooocoooooo
0015%00000000000000000
oo

Annual Report 2010 Kingboard Chemical Holdings Limited o7

oooooono oooooo



K

Chairman’s Statement [0 [0 [0 [J

Similarly, the PCB division also achieved excellent performance.
Turnover for PCB division rose by 20% to HK$8,704.9 million
and EBITDA increased 39% to HK$1,622.4 million. High density
interconnect (“HDI”) PCB performed extremely well for the
division. Demand for HDI PCB was robust owing to strong sales
of smartphones and high-end communication devices. Monthly
capacity from our two dedicated HDI PCB plants in Kunshan,
Jiangsu province and Kaiping, Guangdong province expanded
from 600,000 square feet in 2009 to around 1,000,000 square
feet by the end of 2010. HDI PCB sales doubled against that in
2009, accounting for 12% of total PCB sales and adding extra
growth impetus to the division.

Our HDI plants successfully capture the growing HDI market segment.
00000000000 D000ODOO000DODOO0ODODO0ODODOOOD

Ongoing economic growth and industrialisation in China
continued to boost the selling prices and demand for chemical
products in 2010. Our phenol/acetone plant in Huizhou,
Guangdong province achieved outstanding performance on the
back of strong demand. The Group’s other chemical projects
including chemical refinery plant in Yangzhou, Jiangsu province
and coke/methanol plant in Xingtai, Hebei province as well as
caustic soda plant in Hengyang, Hunan province also delivered
attractive earnings for the Group. Turnover for the chemical
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division jumped 52% to HK$14,465.5 million and EBITDA rose
substantially by 100% to HK$1,995.2 million. Share of associates
results (bulk of which contributed by our natural gas based
methanol joint venture with China BlueChemical Limited) was
up sharply by 212% to HK$200.9 million as a result of higher
methanol selling prices in 2010.

gooooooboomooooboooooon
gooooocooooobooooooooOo
ooo0000212%0000000000

The phenol/acetone plant in Huizhou, Guangdong province generates attractive return to our shareholders.
niniupupnininpupnininfiupninininpnpnininpupninin;

With regards to our properties division, as at 31 December
2010, the Group had a land bank of approximately 2.6 million
square metres with investment properties and residential projects
located at prime locations in eastern and southern China. Our
investment properties, including Shanghai Kingboard Modern
Plaza and Guangzhou Zhan Wang Digital Plaza, located at prime
location with easy access and enjoyed good occupancy rate.
Total rental income for the Group increased 38% to HK$125.7
million from HK$90.8 million in 2009.

gooooooooooooooooooooo
gooboooboooooboobooobooooboooon
ooooooooooooooobocoooooo
omoooooooooooooobooooooon
gooooobooooooooooooooooo
Ooo0o0oo0oo0oob000oobO0s88»uOooooon
oooooooooboooo

Annual Report 2010 Kingboard Chemical Holdings Limited 09

goooood oogooo



Chairman’s Statement o000

LIQUIDITY AND CAPITAL RESOURCES

QOur financial and liquidity position continued to be solid. As at
31 December 2010, net current assets and current ratio of the
Group were approximately HK$11,274.2 million (31 December
2009 — HK$9,151.9 million) and 1.90 (31 December 2009 - 1.97)
respectively.

The net working capital cycle shortened from 80 days as at 31
December 2009 to 65 days as at 31 December 2010 on the
following key metrics:

- Inventories, in terms of stock turnover days, decreased
to 55 days (31 December 2009 — 67 days) as the Group
consumed lower costs inventories strategically stocked
up in 2009 as a result of much higher revenue in 2010.

- Trade receivables, in terms of debtors turnover days,
reduced to 56 days (31 December 2009 — 67 days).

- Trade and bills payables, in terms of creditors turnover
days, reduced to 46 days (31 December 2009 — 54 days).

The Group’s net gearing ratio (ratio of interest bearing
borrowings net of cash and cash equivalents to total equity) was
approximately 23% (31 December 2009: 22%). The proportion
of bank borrowings between short term and long term stood
at 43%:57% (31 December 2009: 34%:66%). During the year
under review, the Group invested around HK$1,744 million
and HK$3,229 million in new production capacity and property
developments projects respectively. With a seasoned and
professional management team coupled with our concrete
business foundation and robust balance sheet, the Group
is confident that these investments will generate stable and
attractive returns to our shareholders in the future. About 8% of
the Group’s bank borrowings was denominated in RMB and the
rest in Hong Kong or US dollars.
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Chairman’s Statement 0 0 0 O

The Group continued to adopt prudent financial management
policy including the use of interest rate swap contract to
minimize exposure to fluctuation in interest rates movement.
As at 31 December of 2010, outstanding notional amount of
interest rate swap agreements stood at HK$3.4 billion with a
weighted average duration and interest rate of 0.49 year and
2.96% respectively. The Group also entered into commodity
forward contracts so as to minimize its exposure to fluctuation
in commaodity prices. The fair value of these contracts amounted
to HK$33.5 million. Other than derivative financial instruments in
connection with our daily operations as mentioned above, the
Group had not entered into any other material derivative financial
instruments throughout 2010. There was no material foreign
exchange exposure to the Group during the year under review.
The Group’s revenue, mostly denominated in Hong Kong dollars,
RMB and US dollars, was fairly matched with the currency
requirement of operating expenses.

HUMAN RESOURCES

As at 31 December 2010, the Group had a global workforce
of over 47,300 (31 December 2009: 45,400). The increase in
headcount was in line with increased business volume compared
1o last year. In addition to offering competitive salary packages,
the Group grants share options and discretionary bonuses to
eligible employees based on our overall financial achievement
and their individual performance. The Group’s continued success
relies on a comprehensive human resources strategy. Kingboard
Institute of Management was established with a vision to focus
on management training of middle and senior management for
the Group. Over the years, this institute has successfully trained
approximately 100 deputy general manager grade or above
employees for our Group. In addition, the Group also worked
with Kowloon Federation of Associations in 2010 on a Summer
Internship Scheme for university students in Hong Kong. The
Group recruits fresh graduates from both mainland China and
Hong Kong each year in search for talents for the Group. In
future, we will continue our effort to identify and develop staff
via management training schemes in order to rejuvenate our
management team to support the long term development of the
Group.
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PROSPECTS

Ongoing global economic recovery with steady growth
momentum is expected to further foster demand for electronic
products. The ASP of laminates products continued to show an
uptrend as raw material prices persisted at a high level in the first
two months of 2011. In order to meet strong laminate demand
for multilayer and HDI PCBs, the Group is working on capacity
expansion for thin laminate production capacity in Jiangmen
laminate plant. In addition, construction plans are also underway

12 Annual Report 2010 Kingboard Chemical Holdings Limited
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Renovation for Guangzhou Dong Zhao Building has been

completed with inspection approval from government authorities.
We have started leasing negotiations with prospective tenants
and additional rental income is expected from this property
in 2011. Our first residential project — Shanghai Yu Garden in
Kunshan, Jiangsu province has pre-sold over 90% of units
with cash receipt over RMB900 million. Earnings in connection
with this project are expected to be booked in the FY2011. In
addition, construction of another residential project — Qiandeng
Kingboard Yu Garden in Kunshan has commenced and pre-sale
for this project is expected in 2011.

Looking ahead, the operating landscapes for the Group in 2011
remain challenging as we are facing headwinds of rising costs,
wage increase and RMB appreciation. Nevertheless, with our
diversified business portfolio and our experienced management
team, the Group will respond promptly to changes in the market
with decisive action. We are confident that the Group will
continue to deliver attractive returns to our shareholders in future.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
express my sincere gratitude to our shareholders, customers,
banks, the management and employees for their unreserved
support to the Group in the past year.

Cheung Kwok Wing
Chairman

Hong Kong, 7 March 2011
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Directors’ and Senior Management’s Biographies
odoodooodod

EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 55, is the chairman and a co-
founder of the Group, the chairman of Kingboard Copper Foil
Holdings Limited (“KCFH”) as well as Elec & Eltek International
Company Limited (“EEIC”), both of which are subsidiaries of the
Company listed on the Singapore Exchange Securities Trading
Limited (“SGX”). Mr. Cheung is the brother of Ms. Cheung Wai
Lin, Stephanie, the cousin of Mr. Cheung Kwong Kwan and the
brother-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang.
Mr. Cheung had over 13 years’ experience in the sales and
distribution of electronic components including laminates prior
to the establishment of the Group. Mr. Cheung is responsible for
the overall strategic planning of the Group and sets the general
direction and goals for the Group. Mr. Cheung won the Young
Industrialist Award of Hong Kong 1993, which was organized by
the Federation of Hong Kong Industries and was described as
“far-sighted, enterprising, and having insight in the business”. Mr.
Cheung was the winner of the DHL/SCMP Hong Kong Business
Award, accredited with the Owner-Operator Award in 2006.

Mr. CHEUNG Kwong Kwan, aged 46, is the cousin of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He
joined the Group in 1988 and has been working in the PCB
industry since 1984 with particularly extensive experience
in marketing components and materials required for PCB
production. Mr. Cheung is responsible for the Group’s chemical
business operations and property developments in southern
China.

Mr. CHANG Wing Yiu, aged 44, is the brother-in-law of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He
joined the Group in 1989 and has over 21 years’ experience in
laminates production. Mr. Chang graduated from the Hong Kong
Polytechnic University with a higher diploma in marine electronics.
He is responsible for the Group’s methanol plant in Chongging,
chemical refinery plant in Yangzhou, Jiangsu province and
phenol/acetone plant in Huizhou, Guangdong province. He is
also a non-executive director of EEIC.
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Directors’ and Senior Management’s Biographies 000000000000

EXECUTIVE DIRECTORS (continued)

Mr. MOK Cham Hung, Chadwick, aged 46, is the son-in-law of
Mr. Chan Wing Kwan. He joined the Group in 2000. Prior to this
he worked in the financial services industry for over 11 years.
Mr. Mok is an associate member of the Institute of Chartered
Accountants in England & Wales and a fellow member of Hong
Kong Institute of Certified Public Accountants. He holds an MA
in Electrical and Information Engineering from the University of
Cambridge and an MBA with distinction from Imperial College,
the University of London. He is also an executive director of EEIC
and responsible for the strategic planning of EEIC.

Mr. HO Yin Sang, aged 56, is the brother-in-law of Mr. Cheung
Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He joined
the Group in 1989 and is responsible for the Group’s chemical
business operations in Hebei and Shanxi province. He is also a
non-executive director of KCFH.

Ms. CHEUNG Wai Lin, Stephanie, aged 40, is the sister of Mr.
Cheung Kwok Wing and the cousin of Mr. Cheung Kwong Kwan.
She joined the Group in 2002 and is responsible for the business
operations of Techwise PCB group. Prior to joining the Group,
she worked as an administration assistant manager in a listed
company for about 5 years.

Mr. CHEN Maosheng, aged 47, was appointed as an executive
director of the Company on 11 January 2011. He joined the
Group in 1996 and is currently the chief financial controller of
the Group in the People’s Republic of China (“PRC”). He is
responsible for the management of the finance and tax matters of
the Group in the PRC. Prior to joining the Group, he worked with
the finance and economics department of the government of the
PRC for 12 years. Mr. Chen graduated from Jiangxi Finance and
Economics University (formerly known as Jiangxi Finance and
Economics Institution) in 1990. He is an accountant certified by
the finance department of the government of the PRC.

NON-EXECUTIVE DIRECTOR

Mr. CHAN Wing Kwan, aged 65, is a co-founder of the Group,
and a non-executive director of EEIC. Mr. Chan was the
managing director of the Group and responsible for the overall
implementation of the strategic plans and goals of the Group.
On 11 January 2011, he has been re-designated as a non-
executive Director and appointed as chief consultant of the
Company. Mr. Chan was the managing director of KCFH up
to 11 January 2011. Mr. Chan is the father-in-law of Mr. Mok
Cham Hung, Chadwick. Mr. Chan acquired a degree of Doctor
of Business Science from Pacific Western University L.A. Prior
to the establishment of the Group, Mr. Chan had over 22 years’
experience in the sales and distribution of electronic components,
industrial chemicals and printed circuit boards.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Dr. CHENG Wai Chee, Christopher, GBS, OBE, JP, aged 62,
was appointed as an independent non-executive Director in
2007. He holds directorships in various listed companies in
the last three years. He is currently the chairman of two listed
companies in Hong Kong, namely Wing Tai Properties Limited
(formerly known as USI Holdings Limited) and Winsor Properties
Holdings Limited. He is an independent non-executive director
of each of New World China Land Limited and NWS Holdings
Limited, both are listed companies in Hong Kong. Dr. Cheng is
also an independent director of DBS Group Holdings Limited
which is listed in Singapore. He is a member of the Council of The
University of Hong Kong. He is the chairman of the Governance
Committee of the HKSAR Government Exchange Fund Advisory
Committee and a Steward of the Hong Kong Jockey Club. He
is also a non-executive director of Temasek Foundation CLG
Limited.

Mr. Henry TAN, aged 57, is the chief executive officer of Luen
Thai Holdings Limited, a company listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Mr. Tan has over
26 years of experience in apparel and logistics industries. Mr.
Tan is an active leader and contributor to charity and community
programmes. He is the former chairman of the board of directors
of Po Leung Kuk of the year 2004-2005, an authorised charitable
organization in Hong Kong. He also acts as a committee member
of the Chinese People’s Political Consultative Conference in
Fujian province, the PRC, the member of Standing Committee
of the Chinese People’s Political Consultative Conference in
Qingyuan City of Guangdong province and is a member of
Election Committee (Textiles and Garment Subsector). Mr. Tan
obtained his Master’s Degree in Business Administration in
1980 and Bachelor’s Degree in Business Administration in 1975
from the University of Guam, the United States of America. Mr.
Tan was also an independent non-executive director of China
Resources Peoples Telephone Company Limited, a company
formerly listed on the Stock Exchange. Mr. Tan was appointed as
an independent non-executive director of the Company in 2005.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Mr. LAl Chung Wing, Robert, aged 63, was appointed as an
independent non-executive director of the Company in February
2009. He has more than 25 years of experience in trading and
investment and was previously the managing director of Seaunion
Holdings Ltd (now known as South Sea Petroleum Holdings
Limited) and an independent non-executive director of Kee Shing
(Holdings) Limited (now known as Gemini Property Investments
Limited), both companies listed on the Stock Exchange. He holds
a Bachelor-of-Laws (Honours) degree from the University of
London and is currently involved in business consultancy work in
the Asia-Pacific region. He is also an independent non-executive
director of Plastec Technologies Ltd, a company quoted on the
US OTC Bulletin Board (OTCBB). Mr. Lai was an independent
non-executive director of KCFH, from 29 November 1999 to
27 February 2009. He is a brother of Mr. Lai Chong Tuck, an
independent non-executive director of EEIC.

Mr. TSE Kam Hung, aged 60, has over 30 years of experience
in the field of electronic industry. He was appointed as an
independent non-executive director of the Company in 2004.

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 37, the Company Secretary, joined
the Group in May 1999. Prior to that, he was an accountant
at an international accounting firm. Mr. Lo is a fellow member
of Hong Kong Institute of Certified Public Accountants. He
holds a Bachelor’'s Degree in Professional Accountancy from
The Chinese University of Hong Kong. He is in charge of the
company secretarial work of the Group. He is a non-executive
director of Kingboard Laminates Holdings Limited (“KLHL”), a
66.02% owned subsidiary listed on the main board of the Stock
Exchange.

Uooo0o00ooo

goopoooedbDODbO0OO0ODDODDOOOD
go0oooDoOobOOoobOobobobooobooo
goooooobobobbobooooooooooo
goboooOoboobobbooboom o
goooooO@ooD@moomooooooo
jod0o0DmooopoobbOooooooobo
gobooooooboooooboboooooo
gooooOoOobOOoobOobobobooobooo
Plastec Technologies Ltd.0 0 O0OO0O0OOOO
goboooobooboobobooobooo
0000000 O0OKCFHODODODODODODODOOOO
OEEICOODO0O0OO0O0DOODOOODOOO0

oboobOobeocoOoboOoOoOOos3ouOOoOOO
goooooobooooooooooboooboooooon

gooood
ooooOoOogrOooOoOOoOoOOOoOooOOn
goooooooooooooobooooooo
goooooobooooooooooooooooo
oooooooooooooooocoooooo
goooooooooooooobooooooo
goooooooooooOOoOoooooomoon
000e6e6.02%000000000000000
oooomoooooo

Annual Report 2010 Kingboard Chemical Holdings Limited 17

oooooono oooooo



Directors’
HEEREREREE

The directors of the Company (the “Directors”) have pleasure
in presenting their report and the audited consolidated financial
statements of the Group for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of associates, jointly controlled entities and principal
subsidiaries of the Company are set out in notes 22, 24 and 45
respectively to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year are set out in the
consolidated income statement on page 57.

An interim dividend of HK50 cents per ordinary share was paid to
the shareholders of the Company during the year. The directors
now recommend the payment of a final dividend of HK60 cents
per ordinary share to the Company’s shareholders whose names
appear on the register of members of the Company on 3 May
2011, and the retention of the remaining profit in the Company.

SHARE CAPITAL

Details of the movements during the year in the issued share
capital of the Company are set out in note 34 to the consolidated
financial statements.

PURCHASE, SALE OR REDEMPTION OF
SHARES

During the year, there was no purchases, sale or redemption by
the Company or any of its subsidiaries of the Company’s listed
securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).
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DISTRIBUTABLE RESERVES OF THE COMPANY
Details of the movements during the year in the reserves of the
Group are set out in the consolidated statement of changes in
equity on pages 61 to 63.

In addition to the retained profits of the Company, the share
premium and the special surplus account of the Company are
also available for distribution to shareholders provided that the
Company will be able to pay its debts as they fall due in the
ordinary course of business immediately following the date on
which any such distribution is proposed to be paid.

At 31 December 2010, the sum of the retained profits, the share
premium and the reserve accounts of the Company amounted to
approximately HK$4,843 million.

INVESTMENT PROPERTIES

The Group’s investment properties were revalued as at
31 December 2010, resulting in an increase in fair value of
approximately HK$68,824,000 which has been credited directly
to profit or loss.

PROPERTIES, PLANT AND EQUIPMENT
Expenditure of approximately HK$1,743 million was incurred
during the year primarily to expand the production capacity of the
Group. Details of all the changes during the year are set out in
note 19 to the consolidated financial statements.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December
2010 are set out in note 45 to the consolidated financial
statements.

DONATIONS
During the year, the Group made charitable and other donations
totalling HK$10,261,000.
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Directors’ Reﬁdr-t ooooao

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company (“Directors”) during the year and
up to the date of this report were:

Executive Directors:

Mr. Cheung Kwok Wing (Chairman)

Mr. Chan Wing Kwan (resigned as the Managing Director and
an executive Director and re-designated as
a non-executive Director on 11 January 2011)

Mr. Cheung Kwong Kwan

Mr. Chang Wing Yiu

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Mok Cham Hung, Chadwick

Mr. Chen Maosheng (appointed on 11 January 2011)

Non-executive Director:
Mr. Chan Wing Kwan (re-designated on 11 January 2011)

Independent non-executive Directors:
Dr. Cheng Wai Chee, Christopher

Mr. Henry Tan

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

Mr. Chen Maosheng was appointed by the board of Directors
as a new executive Director with effect from 11 January 2011.
In accordance with Article 84 of the Company’s Articles of
Association, Mr. Chen Maosheng will hold directorship only
until the annual general meeting of the Company following his
appointment and will be eligible for re-election. Accordingly, Mr.
Chen Maosheng will retire at the forthcoming annual general
meeting of the Company and will be eligible for re-election as an
executive Director.

In accordance with Article 92 of the Company’s Articles of
Association, Mr. Cheung Kwok Wing, being the executive
Director, Messrs. Cheng Wai Chee, Christopher and Tse Kam
Hung being the independent non-executive Directors, will retire
from directorship by rotation and will offer themselves for re-
election at the forthcoming annual general meeting of the
Company.

Biographical details of the above Directors are set out in the
section “Directors’ and Senior Management’s Biographies” on
pages 14 to 17.

No Director proposed for re-election at the forthcoming annual
general meeting of the Company has a service contract which is
not terminable by the Group within one year without payment of
compensation (other than statutory compensation).

20 Annual Report 2010 Kingboard Chemical Holdings Limited
ooooooo oooooo

gooooooooo

goooooooooooooooOoOooOn
od

goooo

oo0oowooo

oooomooooooobooboo
ooooooooooooo
oooooooooo

ooooo

ooooo

ooooo

ooooo

ooooo

oooomooooooooooooboooo

goooogd
gbooomoooobooooboobo

ooooooon
ooooo
ooooo
ooooo
ooooo

gooooooooooooooooooooo
oooooooooooooooocoooooo
goooooooooooooobocoooooo



DIRECTORS’ INTERESTS IN SHARES

At 31 December 2010, the interests of the Directors and their
associates in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFQ”)), as
recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers, were as
follows:

Long position
@) Ordinary shares of HK$0.10 each of the Company
(“Shares”)

gobooogn
gooooooooooooooooooooon
gooooboooooomoooocooooon
Odoo00ooooooOooXxvomooooooo
ooooooooooooooooOooooOass2
gooooooooooooooocoooooo
gooooooooooooooocoooooo
goooooo

od
@) ooooooootsooononooidn
0o

Mr. Cheung Kwok Wing

Beneficial owner

gopoooo goooo

Mr. Chan Wing Kwan (Note 1) Beneficial owner

gooomooto goooo

Mr. Cheung Kwong Kwan Beneficial owner

ooooo goooo

Mr. Chang Wing Yiu (Note 2) Beneficial owner

gooomooao goooo

Mr. Ho Yin Sang (Note 3) Beneficial owner

gooomooaso goooo

Mr. Mok Cham Hung, Chadwick Beneficial owner
(Note 4) ooooo

gooomooono

2,198,675 0.259
1,180,250 0.139
1,623,200 0.191
3,750,274 0.441
3,673,129 0.421
1,820,000 0.214
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)
@

(b)

22

oubdodooo
O0Woo

Ordinary shares of HK$0.10 each of the Company  (a) oooooogoo00000007 0

(“Shares”) (continued) omoo
Notes: ooo
1) Out of the 1,180,250 Shares, 1,120,250 Shares were held by Mr. (1) 001,180,2500 00000 0O0O1,120,2500 O

Chan Wing Kwan and 60,000 Shares were held by his spouse.

) QOut of the 3,750,274 Shares, 3,052,074 Shares were held by Mr. @)
Chang Wing Yiu and 698,200 Shares were held by his spouse.

©)) Out of the 3,573,129 Shares, 1,661,629 Shares were held by @)
Mr. Ho Yin Sang and 1,911,500 Shares were held by his spouse.

(4) Out of the 1,820,000 Shares, 1,810,000 Shares were held by (4)
Mr. Mok Cham Hung, Chadwick and 10,000 Shares were held
by his spouse.

Oooo00obO0obO0o0o0o000eo0000000
ooooooo

008,750,2740 0000000 3,052,0740 0
0000000000000 0e698,200000
oooooooo

00857312000 000000O1,661,6290 0O
0ooooooooooo0oo1t,911,5000 O
ooooooooo

001,820,00000000000O1,810,0000 0
oooooboobooooooto6o00000
ooooooo

Share options of the Company (“Share Options”) ) oooooooonoonnoo

Mr. Chan Wing Kwan Beneficial owner 591,600
googoo ooooo
Mr. Chang Wing Yiu Beneficial owner 484,800
ooogo ooooo
Mr. Ho Yin Sang (Note) Beneficial owner 999,600
gpooomooo ooooo
Mr. Cheung Kwong Kwan Beneficial owner 359,600
googoo ooooo
Note:  Out of the 999,600 Share Options, 603,600 Share Options were 000O0oo999e0000 000D OODOOOE03,600

held by Mr. Ho Yin Sang and 396,000 Share Options were held
by his spouse.
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)

(b)

(©)

Share options of the Company (“Share Options”)
(continued)

The Company adopted its first share option scheme
on 11 May 1998, and such share option scheme was
terminated upon the adoption of its second share
option scheme (“2002 Scheme”) on 2 July 2002 for
the duration of 10 years. In view of the recent changes
to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), a new share option
scheme was approved by shareholders of the Company
at the extraordinary general meeting of the Company held
on 23 March 2009. The 2002 Scheme was accordingly
terminated on the same day without affecting the rights of
holders of any options granted and outstanding under the
2002 Scheme.

Warrants of the Company (“
On 2 March 2010, a bonus issue of warrants (“Warrants”)
to the shareholders of the Company on the basis of

Warrants”)

1 warrant for every 10 shares held by shareholders of
the Company whose names appear on the register
of members of the Company on 26 April 2010, was
proposed. Consequently, 84,473,904 Warrants were
issued, conferring rights to the holders of the Warrants
from any time from 5 May 2010 to 31 October 2012
(both days inclusive) to subscribe for up to an aggregate
of 84,473,904 Shares at an initial subscription price of
HK$40 per Share (subject to adjustment), representing
an aggregate subscription price of approximately
HK$3,378,956,000.

Ubdobuiooo
Ooo

©®)

(©

oooooooonooooormmon

goooooooooodoooood
gooooooooobooooooo
gbooooooooooobocoooooo
gboooooooboododooood
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obodnooooOoooooooboooo
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gbooooooooocoocOoooooo
obooooooooooobocoooooo
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goooooooooobooooOoodgo
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

(©

24

4)

Warrants of the Company (“Warrants”) (continued)

Mr. Cheung Kwok Wing

Ubobuiooo

Oooo

) ooooooonoooormon

Beneficial owner

googo ooooo
Mr. Chan Wing Kwan (Note 1) Beneficial owner
gooomooio ooooo
Mr. Cheung Kwong Kwan Beneficial owner
ooogo ooooo
Mr. Chang Wing Yiu (Note 2) Beneficial owner
gooomooeao ooooo
Mr. Ho Yin Sang (Note 3) Beneficial owner
0oo0mooso ooooo
Mr. Mok Cham Hung, Chadwick (Note 4) Beneficial owner
Ooo0oomoo40 ooooo
Notes: ooo
(1) Out of the 108,025 Warrants, 102,025 Warrants were held by (1)
Mr. Chan Wing Kwan and 6,000 Warrants were held by his
spouse.
2) Out of the 335,527 Warrants, 267,707 Warrants were held by 2)
Mr. Chang Wing Yiu and 67,820 Warrants were held by his
spouse.
©)) Out of the 219,412 Warrants, 102,662 Warrants were held by 3)
Mr. Ho Yin Sang and 116,750 Warrants were held by his spouse.
(4) Out of the 182,000 Warrants, 181,000 Warrants were held by (4)

Mr. Mok Cham Hung, Chadwick and 1,000 Warrants were held

by his spouse.
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)

Ordinary shares of HK$0.10 each (“KLHL Shares”) in
Kingboard Laminates Holdings Limited (“KLHL”), a
non-wholly owned subsidiary of the Company

le)

(@

Ubdobuiooo

Oooo

ooooooooooooooooon

oooooooooooornonoo.to
ooooooooooonnoon

Mr. Cheung Kwok Wing Beneficial owner

ooogo ooooo

Mr. Chan Wing Kwan (Note 1) Beneficial owner

gooomooid ooogo

Mr. Chang Wing Yiu (Note 2) Beneficial owner

goboomooao ooogo

Mr. Ho Yin Sang (Note 3) Beneficial owner

oboomooso ooooo

Mr. Mok Cham Hung, Chadwick Beneficial owner
(Note 4) gooooao

oooomoo4ano

Notes:

(1)

©)

The 100,000 KLHL Shares were held by the spouse of Mr. Chan
Wing Kwan.

The 100,000 KLHL Shares were held by the spouse of Mr.
Chang Wing Yiu.

The 540,000 KLHL Shares were held by the spouse of Mr. Ho
Yin Sang.

The 60,000 KLHL Shares were held by the spouse of Mr. Mok
Cham Hung, Chadwick.

ooo

41,500 0.001
100,000 0.003
100,000 0.003
540,000 0.018

60,000 0.002

0DoDoooooooot00,00000000
oooo

OoboOoooooootoo00000000
oooo

0DoDo00o00o0O0o0os40,00000000
oooo

OOoo0ooDOooobOoooeoo0oo0n0OOODn
ooo
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

(e)

26

Ubobuiooo

Oooo

Non-voting deferred shares of HK$1 each in the share  (e) oooooooooooooooonn

capital of Kingboard Laminates Limited, a non-wholly

owned subsidiary of the Company

Mr. Cheung Kwok Wing

oon

Beneficial owner

gpoooo gopoooo
Mr. Chan Wing Kwan Beneficial owner
googo goooo
Mr. Cheung Kwong Kwan Beneficial owner
gbogo ooooo
Mr. Ho Yin Sang Beneficial owner
gpoooo gopoooo
Mr. Chang Wing Yiu Beneficial owner
googo goooo
Note:  None of the non-voting deferred shares of Kingboard Laminates 000

Limited are held by the Group. Such deferred shares carry no
rights to receive notice of or to attend or vote at any general
meeting of Kingboard Laminates Limited and have practically no
rights to dividends or to participate in any distribution on winding

up.
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

() Ordinary shares (“EEIC Shares”) in the share capital of
Elec & Eltek International Company Limited (“EEIC”), a
non-wholly owned subsidiary of the Company

Ubdobuiooo

owoo

(0 ooooooooooooooooon
00000 EEICOD 000007 EEIC
oo

Mr. Cheung Kwok Wing

ooooo

Mr. Chan Wing Kwan (Note)
gooomood
Mr. Chang Wing Yiu

ooooo

Mr. Ho Yin Sang

ooooo

Mr. Mok Cham Hung, Chadwick

ooooo

Note:

Beneficial owner
ooogo
Beneficial owner
ooogo
Beneficial owner
ooooo
Beneficial owner
ooogo
Beneficial owner
ooogo

Out of the 938,600 EEIC Shares, 908,600 EEIC Shares were
held by Mr. Chan Wing Kwan and 30,000 EEIC Shares were held

by his spouse.

ooo

1,257,200 0.673
938,600 0.503
486,600 0.261
486,600 0.261

1,120,200 0.600

0 0938,6000 EEICO O O 0O O O O 908,600
OEEICOD0OD0O000000000000
30,0000 EEICO 000000000
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DIRECTORS’ INTERESTS IN SHARES (continued) 0o0o00ooooo
Long position (continued)

©

28

owoo

Ordinary shares (“KCFH Shares”) of US$0.10 each in the
share capital of Kingboard Copper Foil Holdings Limited
("KCFH”), a non-wholly owned subsidiary of the Company

Oo0oooonoonooKingboard

Copper Foil Holdings Limitedl] KCFHIT] [J [7
Oooooo100000nonKCerFHD O 0

Mr. Cheung Kwok Wing Beneficial owner
gpoooo goooo
Mr. Ho Yin Sang (Note) Beneficial owner
gpooomooo goooo
Mr. Lai Chung Wing, Robert Beneficial owner
gbogo goooo

Note:  The 2,000 KCFH Shares were held by the spouse of Mr. Ho Yin
Sang.

Other than as disclosed above, none of the Directors nor
their associates had any interests or short positions in any
shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the SFO) as at 31 December 2010.
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SHARE OPTIONS

Particulars of the share option schemes of the Company, EEIC
and KLHL are set out in note 36 to the consolidated financial
statements.

The following table discloses movements in the Share Options
under the 2002 Scheme during the year:

ooood
O0O0O0EEICODOOO0OOO0OOOO00O0000
000o00000000360

ooooooooooooooobocoooooo
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Category 1: Directors o100o0oo
Mr. Chan Wing Kwan ooooa 966,600 (875,000) 591,600
Mr. Cheung Kwong Kwan ooooo 1,109,600 (750,000) 359,600
Mr. Chang Wing Yiu ooooao 859,800 (375,000) 484,800
Mr. Ho Yin Sang ooooag 978,600 (875,000) 603,600
3,914,600 (1,875,000) 2,039,600
Category 2: Employees 020000 5,229,400 (2,795,000) 2,434,400
Total all categories gooooo 9,144,000 (4,670,000) 4,474,000

The weighted average closing price of the Shares on the five
trading days immediately before the dates on which the Share
Options were exercised was HK$35.79.
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DIRECTORS’ INTEREST IN CONTRACTS OF
SIGNIFICANCE

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2010, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
showed that, other than the interests disclosed above in respect
of certain Directors, the following shareholders had notified the
Company of relevant interests in the issued share capital of the
Company.

Long position
Ordiinary shares of HK$0.10 each of the Company

goooooood
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Approximate

percentage

Interest in of the issued

underlying Number of share capital

Shares pursuant issued of the Company

to the Warrants Shares held oooo

Name of shareholder Nature of interest oooooao ooooao ooooao

oood gooo oooooo oooag oooooo

Hallgain Management Limited ~ Beneficial owner 25,975,442 265,508,429 31.25

(“Hallgain”) (Note)0 O O O ooooo

Capital Research and Investment manager - 92,593,244 10.90
Management Company oooo

FMR LLC Investment manager - 50,755,000 5.97
gooo

Value Partners Limited Investment manager - 42,970,500 5.06
ooogd

Note: At 31 December 2010: (i) no shareholder of Hallgain is entitled to exercise, 000 O0OO0000000O0O00D0O0OO0@HOOHalgainDOOO

or control the exercise of, directly or indirectly, one-third or more of
the voting power at general meetings of Hallgain, and Hallgain and its
directors are not accustomed to act in accordance with any shareholder’s
direction; and (i) Messrs. Cheung Kwok Wing and Chan Wing Kwan,
being Directors, are also directors of Hallgain.

Other than as disclosed above, the Company has not been
notified of any other relevant interests or short positions in the
issued share capital of the Company at 31 December 2010.

OHallganD OO0 OOO0O0O0O0OO0ODOOO0DOOOODOOO
O0D00000OHallgainDOOODOOODODOODO
00000000 @MmooOobOoooooOOooOoooo
HallgainO 0 OO
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CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied with
the provisions of the Code on Corporate Governance Practices
(the “Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
throughout the year ended 31 December 2010, save for the
deviation that the independent non-executive Directors are not
appointed for specific terms pursuant to paragraph A.4.1 of the
Code. Notwithstanding the aforesaid deviation, all the Directors
(including the independent non-executive Directors) are subject
to retirement by rotation and re-election at the Company’s annual
general meeting in accordance with the Company’s Articles of
Association. As such, the Company considers that sufficient
measures have been taken to ensure that the Company’s
corporate governance practices are no less exacting than those
in the Code.

On 11 January 2011, the Board announced that Mr. Chan
Wing Kwan was re-designated as a non-executive Director and
appointed as chief consultant of the Company and ceased to
be the Managing Director and an executive Director with effect
from 11 January 2011. Mr. Chan Wing Kwan has no fixed term
of service with the Company as a non-executive Director and is
subject to the relevant provisions of retirement and re-election at
annual general meetings of the Company in accordance with the
Articles of Association of the Company. His appointment without
a specific term is a deviation from paragraph A.4.1 of the Code.
As at the date of this report, no replacement of the position
of Managing Director has been appointed since Mr. Chan’s
resignation. His resignation as a Managing Director is a deviation
from paragraph A.2.1 of the Code. Under paragraph A.2.1 of the
Code, the roles of chairman and chief executive officer should
not be performed by the same individual.

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less exacting
than the required standard set out in Appendix 10 to the Listing
Rules (the “Model Code”). Following a specific enquiry, each
Director confirmed that he or she has complied with the required
standard set out in the Model Code and the code of conduct
regarding securities transactions by Directors adopted by the
Company throughout the year ended 31 December 2010.
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CORPORATE GOVERNANCE (continued)

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
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Purchase of drill bits from Hallgain
Management Limited (“Hallgain”) and
its subsidiaries (collectively the
“Hallgain Group”) by the Group

Purchase of drill bits from the Hallgain
Group by KLHL and its subsidiaries
(collectively the “KLHL Group”)

Purchase of copper balls from the
Hallgain Group by the Group

Purchase of machineries from the
Hallgain Group by KLHL Group

Sales of coppers to the Hallgain Group
by the KLHL Group

Notes:

0 0 O O Hallgain Management
LimitedD Hallgain(1 O O O
0 [ O I HallgainO O [I1J
ooo

oooooooooomo
Mmoooooooon
HallgainD O OO OO

O000OHalganD O ooooO

00000000HallganO O

oooo

00000000HallganO O
00D

(i) Techwise is a non-wholly owned subsidiary of the Company, while Shirai

is a substantial shareholder of Techwise Shirai Circuits Limited (a 70%
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CONNECTED TRANSACTIONS (continued)

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has issued
an unqualified letter containing the findings and conclusions in
respect of the continuing connected transactions disclosed by
the Group in pages 33 and 34 in accordance with Rule 14A.38
of the Listing Rules. The independent non-executive Directors
have reviewed the continuing connected transactions and the
unqualified letter from the auditor and have confirmed that the
aforesaid continuing connected transactions have been entered
into by the Group in the ordinary course of its business, on
normal commercial terms, and in accordance with the terms
of the agreements governing such transactions that are fair
and reasonable and in the interests of the shareholders of the
Company as a whole.

Other than as disclosed above, the Company has also provided
guarantees to financial institutions to secure general credit
facilities for a non-wholly owned subsidiary, namely Techwise, in
the amount of approximately HK$380 million during the year.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the Directors are decided by the
Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

The Company has adopted share option schemes as an incentive
to Directors and eligible employees. Details of the schemes are
set out in note 36 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the
Company’s Articles of Association although there are no
restrictions against such rights under company laws in the
Cayman Islands.
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2010.

AUDITOR

A resolution to re-appoint Messrs. Deloitte Touche Tohmatsu
as auditor of the Company will be proposed for approval by
shareholders of the Company at the forthcoming annual general
meeting of the Company.

On behalf of the Board
Cheung Kwok Wing
CHAIRMAN

7 March 2011
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Corporate Governance Report
Joogon

The Board of Kingboard Chemical Holdings Limited (the
“Company”, together with its subsidiaries, the “Group”)
recognises the importance of corporate governance practice
of a listed company. It is in the interest of the stakeholders and
shareholders for a listed company to operate in a transparent
manner with the adoptions of various self-regulatory policies,
procedures and monitoring mechanisms and a clear definition of
accountability of directors and management.

During the year under review, the Board has complied with the
provisions of the Code on Corporate Governance Practices (the
“Code”) as contained in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) except with a deviation from
paragraph A.4.1 of the Code. Under paragraph A.4.1 of the
Code, non-executive directors should be appointed for a specific
term, subject to re-election. During the year under review, the
Company did not have any non-executive director and the
independent non-executive directors of the Company were not
appointed for specific terms but are subject to retirement by
rotation and are eligible for re-election.

On 11 January 2011, the Board announced that Mr. Chan
Wing Kwan was re-designated as a non-executive Director and
appointed as the chief consultant of the Company and ceased
to be the Managing Director and an executive Director of the
Company with effect from 11 January 2011. Mr. Chan Wing
Kwan has no fixed term of service with the Company as a non-
executive Director and is subject to the relevant provisions of
retirement and re-election at annual general meeting of the
Company in accordance with the Articles of Association of the
Company. His appointment without a specific term is a deviation
from paragraph A.4.1 of the Code. As at the date of this report,
no replacement of the position of Managing Director has been
appointed since Mr. Chan’s resignation. His resignation as a
Managing Director is a deviation from paragraph A.2.1 of the
Code. Under paragraph A.2.1 of the Code, the roles of chairman
and chief executive officer should not be performed by the same
individual.

The Board will keep reviewing the structure of the Board from
time to time. If candidate with suitable knowledge, skills and
experience is identified, the Company will make appointment to
fill the position of Managing Director as appropriate.

In addition to the Code, which is mandatory in nature, the
Board also observes certain recommended best practices
(“Recommended Best Practices”) contained in Appendix 14 to
the Listing Rules and has adopted certain Recommended Best
Practices which are suitable to the Company’s current situation.
The Board will continuously enhance the corporate governance
standard of the Company by reference to the Recommended
Best Practices whenever suitable and appropriate.

The Company has adopted a code of conduct regarding
directors’ securities transactions on terms no less exacting than
the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules (the “Model
Code”). Following a specific enquiry, each Director has confirmed
that he or she has complied with the required standard set out
in the Model Code and the code of conduct regarding Directors’
securities transactions adopted by the Company.
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DIRECTORS

The Board

The Board is responsible for the leadership and control
of the Group and is entrusted with the responsibility
to supervise the management of the business and the
affairs of the Group. The Group has adopted internal
guidelines in setting forth matters that require the Board’s
approval. Apart from its statutory responsibilities, the
Board approves the Group’s strategic plan, annual
budget, key operational initiatives, major investments and
funding decisions. It also reviews the Group’s financial
performance, identifies principal risks of the Group’s
business and ensures implementation of appropriate
systems to manage these risks. Daily business operations
and administrative functions of the Group are delegated
to the management.

The Board meets regularly and as warranted by particular
circumstances. Notices and agendas are prepared by
the Company Secretary as delegated by the Chairman
of the Board and distributed to the Board members
within reasonable time before the meetings. Relevant
meeting papers are also sent to directors well before
the meetings, informing them of the background and
giving explanation on matters to be brought before the
Board. All directors are given the opportunity to include
matters in the agendas for Board meetings. To ensure the
directors make decisions objectively and in the interests
of the Company, the Company’s articles of association
provide that any director shall abstain from voting on any
resolutions in which he or his associates is/are materially
interested nor be counted in the quorum of the meeting.
Draft and final versions of the minutes of Board meetings
are sent to all directors for their comment and records
respectively within a reasonable time after the Board
meetings and are kept by the Company Secretary.
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A. DIRECTORS (continued)
The Board (continued)
During the year under review, the Board had held four
meetings and the directors’ attendance at Board meetings
and Board committees’ meetings were as follows:

Oooo
oowoo

gooooooooooooooood
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Number of Meeting oooo
Executive directors 0ooo
Cheung Kwok Wing (Chairman) oowooo
Chan Wing Kwan (Managing Director) 0o0Woooooo
Cheung Kwong Kwan ooo

Chang Wing Yiu ooo

Mok Cham Hung, Chadwick 0oo

Ho Yin Sang ooo

Cheung Wai Lin, Stephanie ooo
Independent non-executive directors 0000000
Cheng Wai Chee, Christopher ooo

Henry Tan ooo

Lai Chung Wing, Robert 0oo

Tse Kam Hung ooo

The directors have observed the importance of directing
and supervising the Company’s affairs at a more regular
interval. After consulting all directors, Board meetings
have been preliminarily scheduled to be held at quarterly
interval and no less than four times in the coming year.

I S N S S O N N

~ W o~

3 1 2
3 1 2
2 1 2
3 1 2
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DIRECTORS (continued)

Division and responsibilities

During the year under review, the Board was headed by
the Chairman whose role differs from that of the Managing
Director of the Company. The roles of the Chairman and
Managing Director were segregated and are not exercised
by the same individual.

The duties of the Chairman include (but not limited to) the
following:

° scheduled meetings that enable the Board
to perform its duties and responsibilities and
to ensure all key and appropriate issues are
discussed by the Board in a timely manner without
interfering the Company’s operations;

o prepared meeting agenda after consultation with
the Managing Director;

° exercised control over quality, quantity and
timeliness of the flow of information between
Management and the Board and to ensure
decisions are made on a fully informed basis by
the directors; and

° assisted in ensuring compliance with the Listing
Rules and the Company’s guidelines on corporate
governance.

The Managing Director was mainly responsible for the
overall strategic planning and day-to-day management of
the Group.

On 11 January 2011, the Board announced that Mr.
Chan Wing Kwan was re-designated as a non-executive
Director and appointed as the chief consultant of the
Company and ceased to be the Managing Director and
an executive Director with effect from 11 January 2011. As
at the date of this report, no replacement of the position
of Managing Director has been appointed since Mr.
Chan’s resignation.
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DIRECTORS (continued)

Board composition

The Board currently comprises twelve members, one
of whom is a non-executive Director and four of whom
are independent non-executive directors who are
expressly identified in all corporate communications that
disclose the names of directors of the Company. One
of the independent non-executive directors possesses
appropriate professional qualifications (or accounting or
related financial management expertise) as required by
the Listing Rules. The composition of the Board as of the
report date is as follows:

Executive Directors
Cheung Kwok Wing (Chairman)
Cheung Kwong Kwan
Chang Wing Yiu
Mok Cham Hung, Chadwick
Ho Yin Sang
Cheung Wai Lin, Stephanie
Chen Maosheng
(appointed on 11 January 2011)

Non-executive Director
Chan Wing Kwan
(re-designated on 11 January 2011)

Independent non-executive Directors
Cheng Wai Chee, Christopher

Henry Tan

Lai Chung Wing, Robert

Tse Kam Hung

Ms. Cheung Wai Lin, Stephanie is the sister of Mr.
Cheung Kwok Wing. Mr. Cheung Kwong Kwan is a
cousin of Mr. Cheung Kwok Wing and Ms. Cheung Wai
Lin, Stephanie. Mr. Chang Wing Yiu and Mr. Ho Yin
Sang are brothers-in-law of Mr. Cheung Kwok Wing and
Ms. Cheung Wai Lin, Stephanie. Mr. Mok Cham Hung,
Chadwick is the son-in-law of Mr. Chan Wing Kwan.

During the year under review, the Company did not have
any non-executive director and the independent non-
executive directors of the Company were not appointed
for specific terms but are subject to retirement by rotation
and are eligible for re-election. The Board considers that
although such arrangement deviates from paragraph
A.4.1 of the Code, sufficient measures have been taken
to ensure that the Company’s corporate governance
practices are no less exacting than those in the Code.
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DIRECTORS (continued)

Board composition (continued)

On 11 January 2011, the Board announced that Mr.
Chan Wing Kwan was re-designated as a non-executive
Director and appointed as the chief consultant of the
Company and ceased to be the Managing Director and
an executive Director with effect from 11 January 2011.
Mr. Chan Wing Kwan has no fixed term of service with
the Company as a non-executive Director and is subject
to the relevant provisions of retirement and re-election at
annual general meeting of the Company in accordance
with the Articles of Association of the Company. His
appointment without a specific term is a deviation from
paragraph A.4.1 of the Code. As at the date of this report,
no replacement of the position of Managing Director
has been appointed since Mr. Chan’s resignation. His
resignation as a Managing Director is a deviation from
paragraph A.2.1 of the Code. Under paragraph A.2.1 of
the Code, the roles of chairman and chief executive officer
should not be performed by the same individual.

The Board will keep reviewing the structure of the Board
from time to time. If candidate with suitable knowledge,
skills and experience is identified, the Company will make
appointment to fill the position of Managing Director as
appropriate.

The Company has received from each of the independent
non-executive directors an annual confirmation of his
independence as required under Rule 3.13 of the Listing
Rules.

The Board comprises directors who collectively provide
core competencies, sales and marketing experience
and technical knowledge in laminates, printed circuit
boards, property developments and chemical products,
administration and management experience in the PRC
factories, financial and accounting skills, as well as in-
house advices to comply with international laws and
regulations. The Board size of twelve directors with
a balance of skills and experience is appropriate for
effective decision making, taking into account the nature
and scope of the operations of the Company.
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DIRECTORS (continued)

Appointment, re-election and removal

The Company’s Articles of Association set out a
formal, considered and transparent procedure for the
appointment of new directors to the Board. Any director
appointed by the Board either to fill a casual vacancy
or as addition to the Board, shall retire and be eligible
for re-appointment at the next following annual general
meeting after appointment. The appointment of directors
are not fixed for a specified term, but at every annual
general meeting one-third of the directors, including
the Chairman, shall be subject to retirement by rotation
and re-appointment by shareholders. The directors
appointed by the Board who are subject to retirement
and re-appointment as mentioned above shall be taken
into account in calculating the total number of directors
for the time being but shall not be taken into account
in calculating the number of directors who are to retire
by rotation. All directors eligible for re-appointment
shall have their biographical details made available to
the shareholders to enable them to make an informed
decision on their re-appointment. Any appointment,
resignation, removal or re-designation of director shall be
timely disclosed to the shareholders by announcement
and shall include in such announcement, the reasons
given by the director for his resignation.

Responsibilities of Directors

The Company and the Board require each director to
keep abreast of his responsibilities as a director of the
Company and of the conduct, business activities and
development of the Company. Every director is required
to devote sufficient time and involvement in the affairs
of the Board and the material matters of the Company
and to serve the Board with such degree of care and
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DIRECTORS (continued)

Responsibilities of Directors (continued)

Every newly appointed director shall receive a
comprehensive, formal and tailored induction on the
first occasion of his appointment. All directors shall
be updated and briefed on continuing professional
development as is necessary to ensure that they have a
proper understanding of the operations and the business
of the Company and that they are fully aware of their
responsibilities under the applicable laws and regulations.
The Board has a procedure for directors, either individually
or as a group, in the furtherance of their duties, to take
independent professional advice, if necessary, at the
Company’s expenses to enable and facilitate the directors
to make well considered decisions. Appropriate insurance
coverage for directors’ and officers’ liability has been
arranged against possibility of legal action to be taken
against the directors and the management.

Supply of and access to information

The management of the Company has an obligation
to furnish the Board with complete, adequate and
appropriate information in such form and such quality in a
timely manner so as to enable them to make an informed
decision and to discharge their duties and responsibilities
as directors of the Company. All the directors are given
separate and independent access to the Company’s
senior management.

All the directors are given separate and independent
access to the Company Secretary, whose role includes
ensuring that Board procedures are observed and
followed, and that applicable rules and regulations are
complied with. The Company Secretary attends all the
meetings of the Board and Board committees and is
responsible for drafting minutes and keeping minutes
records which can be accessed by any director for
inspection.

Annual Report 2010 Kingboard Chemical Holdings Limited
ooooooo oooooo

UOooo

oooayon
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
00000000000 0000000
0ooOo

goooobgo
gbooooooooocoocOoooooo
gbooooooooooobocoooooo
gobooooooobooboooboobooo
gbooooooooocoocOoooooo
oooooooooooo

gooooooooobooooooo
goooooooooobooooooo
gobooooooobooboooboobooo
gbooooooooocoocOoooooo
obooooooooooobocoooooo
ooo



Corporate Governance Report 0 000 00O

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

The level and make-up of remuneration and
disclosure

The Board has set up a remuneration committee (the
“Remuneration Committee”) which comprises three
independent non-executive directors, namely Mr. Tse
Kam Hung (Chairman), Mr. Lai Chung Wing, Robert and
Mr. Henry Tan, to formulate policies and procedures for
determining the remuneration of directors and senior
management and other remuneration related matters.
The Remuneration Committee is set up with written
terms of reference which set out clearly its duties and
authorities delegated by the Board of directors, including
the following specific duties:

o formulate the framework or Board policy for
determining the remuneration of the Company’s
Board and senior management. The objective
of such policy should ensure that members of
the senior management of the Company are
provided with appropriate incentives to encourage
enhanced performance and are, in a fair and
reasonable manner, rewarded for their individual
contributions to the success of the Company;

o recommend specific remuneration packages
including, where appropriate, allowances,
bonuses, benefits in kind, incentive payments,
and share options, if any, for each executive
director and the Managing Director and such
other members of senior management as it is
designated to consider;

o recommend targets for any performance-linked
pay schemes operated by the Company, taking
into account remuneration and employment
conditions within the industry and in comparable
companies; and
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REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

The level and make-up of remuneration and
disclosure (continued)

° recommend to the Board the remuneration of

independent non-executive directors (including
non-executive directors, if any), taking into
account factors such as effort, time spent and
responsibilities.

When recommending the remuneration package for each
individual director, the Remuneration Committee will
consider his qualification and experience, specific duties
and responsibilities assigned to him by the Board and the
prevailing market packages available for similar position.
The emoluments of the Directors on a named basis for the
year under review is set out on pages 143 to 145 in Note
15 to the financial statements. Review and comparison in
terms of Directors’ emoluments package and net profits
of the Group are made from time to time with comparable
listed industrial companies with similar capitalisation to the
Group. Considering all such factors, the Remuneration
Committee would make recommendation on the
remuneration package for each Director after consultation
with the Chairman.

During the year under review, the Remuneration
Committee had convened two meetings during which,
among other things, the remuneration packages for all
Directors were considered.
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ACCOUNTABILITY AND AUDIT

Financial reporting

The directors acknowledge their responsibilities for
preparing the Company’s account which gives a true
and fair view of the financial position of the Group. The
Company deploys appropriate and sufficient resources to
prepare unaudited half-yearly account and audited yearly
account. Senior management is required to present and
explain the financial reporting and matters that materially
affect or may have material impact on the financial
performance and operations of the Company to the Audit
Committee and the Board and respond to the queries
and concerns raised by the Audit Committee and the
Board to their satisfaction. The statement of the auditor of
the Company about their reporting responsibilities on the
financial statements is set out in Independent Auditor’s
Report on pages 55 and 56 of this annual report.

Internal controls
The Group has in place a system of internal controls, the
key elements of which are as follows:

o formal policies and procedures are in place,
including the documentation of key processes,
procedures and rules relating to the delegation of
authorities. These allow the monitoring of controls
and restrict the unauthorised use of the Group
assets;

o experienced and suitably qualified staff take
responsibility for important business functions.
Annual appraisal procedures have been
established to maintain standards of performance;

o monthly business and financial reports are
prepared, providing relevant, timely, reliable and
up-to-date financial and other information; budget
variances are investigated as appropriate; and

o an internal audit function, which reports directly
to the Audit Committee, is in place to determine
whether the above procedures are properly carried
out.

gooog

oogono
gobooooooobooboooboobooo
gooooooooooooooood
gbooooooooocoocOoooooo
gbooooooooooobocoooooo
gbooooooooooobocoooooo
obooOoooooooobocoooooo
gobooooooobooboooboobooo
gooooooooooooooood
gbooooooooocoocOoooooo
obooobooocooooooooobssy
se000ooooood

goon
obooOoooooooobocoooooo
ooo

. ooooooooocoooood
gooooocooocoobooooo
goooooooocobooooo
ooooooooooo

° gooooocooocoobooooo
goooooooocobooooo
ooooooboooooooo

. ooooooooocoooood
gooooooobooobooooo
goooooooocobooooo
a

. goooooooooooood
ooooooooocoooood
oooooo

Annual Report 2010 Kingboard Chemical Holdings Limited 47

oooooono oooooo



Corporate Governance Report OO0 OO 0OO

48

ACCOUNTABILITY AND AUDIT (continued)
Internal controls (continued)

The Board has conducted a review on the effectiveness of
the above internal control system of the Group including
financial, operational and compliance controls and risk
management and will conduct such review at least once
a year, so as to ensure the shareholders’ investment and
the Group’s assets are properly safeguarded. The Board is
satisfied that, based on the information supplied, coupled
with its own observations and with the assistance of the
Audit Committee, the present internal controls and risk
management processes are satisfactory for the nature
and size of the Group’s operations and business.

In addition to the internal control system, the Board has
established an internal audit team that reports directly
to the Audit Committee. The internal audit team will
independently audit various functions, operations and
systems existed in the Company according to their
weight of significance to the Company as well as the
priority list recommended by the Audit Committee. The
internal audit team will prepare an internal audit report
highlighting the deficiencies and weaknesses in existing
audit functions, operations and systems for discussion by
the Audit Committee and the Board, and based on these
findings the Board will instruct senior management to take
appropriate corrective and improvement actions.

Audit Committee

The Board has established the Audit Committee with
specific written terms of reference setting out duties,
responsibilities and authorities delegated to them by the
Board of directors. The major duties and responsibilities
of the Audit Committee include the following:

° review with the external auditor, the audit plan;

° review with the external auditor, their evaluation of
the system of internal accounting controls;
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ACCOUNTABILITY AND AUDIT (continued)
Audit Committee (continued)

review the scope and results of the internal audit
procedures;

review the statement of financial position and
income statement of the Company and the
consolidated statement of financial position and
income statement of the Group and submit them
to the Board;

nominate persons as auditor;

review with the internal and external auditors their
findings on their evaluation of the Company’s
system of internal controls for the purpose of
assisting the Board in developing policies that
would enhance the controls and operating
systems of the Company; and

review connected transactions and examine the
adequacy of internal controls of the Group as part
of the standard procedures.

Ooo00ouoo
ooo00ooo

oooooooocooooooo

ooooooooocoooood
goooooooocobooooo
oooooooood

oooooao

goooooooooooood
ooooooooocoooood
goooooooocobooooo
oooooooood

ooooooooocoooood
gooooooooobooooo
g

Annual Report 2010 Kingboard Chemical Holdings Limited 49

oooooono oooooo



Corporate Governance Report OO O OO0

50

ACCOUNTABILITY AND AUDIT (continued) C. 000O0Mboo
Audit Committee (continued) 0000 oo
The duties of the Audit Committee include reviewing the 000000000000 O0OO0OO0O0OQg
scope and results of the audit and its cost effectiveness, 0000000000 OO0oOoooon
and the independence and objectivity of the Company’s DOeONO000DDODOODDOOODDO
auditor, Deloitte Touche Tohmatsu. The Audit Committee 000000000000 O0OO0OO0O0OQg
will review the independence of the Company’s auditor, 0000000000 OO0oOoooon
the resources and adequacy of the internal audit function, 0000000000000 00000
at least once a year. Where the auditor also supply Oo00O0O000O0oO0o0oOo0oo
non-audit services to the Company, the Committee 0000000000 OO0oOoooon
will keep the nature and extent of such services under 0000000000000 00000
review, seeking to balance between the maintenance of Oo00O0O000O0oO0o0oOo0oo
objectivity and value for money. During the year under 0000000000 OO0oOoooon
review, the fees paid/payable to the Company’s auditor 000
in respect of audit and non-audit services provided by the
Company’s auditor to the Group were as follows:
Amount (HK$)
Nature of services oooo oooooo
Audit services oooo 10,301,000
Non-audit services ooooo
()  Tax services () Cooo 1,222,000
(i)  Other services (i) Coooo 350,000

The Audit Committee has undertaken a review of all the
non-audited services provided by the Company’s auditor
and concluded that in their opinion such services did
not affect the independence of the auditor. The Board
has appointed an accountant to be responsible for the
accounting and financial matters of the Group and the
Audit Committee has free access to the accountant and
senior management of the Group and to any financial
and relevant information which enable them to discharge
their audit committee function effectively and efficiently.
Besides internal assistance being available, the Audit
Committee may request for assistance and advice from
external auditor as and when they think necessary at
the expenses of the Company. The Audit Committee
shall meet with external auditor without the presence
of executive directors to discuss the Group’s financial
reporting and any major and financial matters arising
during the year under review at least once a year.
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ACCOUNTABILITY AND AUDIT (continued)
Audit Committee (continued)
In addition, the Audit Committee is authorised:

o to investigate any matter within its written terms of
reference;

o to have full access to and co-operation by the
management;

o to have full discretion to invite any director or

executive officer to attend its meetings; and

° to have reasonable resources to enable it to
discharge its functions properly.

The Board will ensure that the members of the Audit
Committee are appropriately qualified to discharge their
responsibilities and at least one member has accounting
and related financial management expertise or experience.
The Audit Committee comprises three independent non-
executive directors, namely Mr. Lai Chung Wing, Robert
(Chairman), Mr. Tse Kam Hung and Mr. Henry Tan.

The Audit Committee has reviewed with the management
the accounting principles and practices adopted by
the Group and discussed auditing, internal control and
financial reporting matters, including the review of the
audited annual financial statements for the year ended 31
December 2010.
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DELEGATION BY THE BOARD

Management function

The Company’s articles of association set out matters
which are specifically reserved to the Board for its
decision. Executive directors normally meet on an
informal basis every two weeks and participate in senior
management meetings on a regular basis to keep abreast
of the latest operations and performance of the Group
and to monitor and ensure the management carry out the
directions and strategies set by the Board of directors
correctly and appropriately. Clear instructions are given to
the management as to the matters which should bring to
the attention and be determined by the Board on behalf
of the Company.

Board committees

The Board has set up three Board committees,
namely Audit Committee, Nomination Committee and
Remuneration Committee, each chaired by different
independent non-executive director, to assist the Board
in discharging functions specific to each committee. Each
Board committee has its own written terms of reference
setting out the principles, procedures and arrangements
which are substantially the same as those for the Board.

The Nomination Committee comprises three members
who are independent non-executive directors, namely
Mr. Henry Tan (Chairman), Mr. Lai Chung Wing, Robert,
and Mr. Tse Kam Hung. According to the written terms
of reference of the Nomination Committee, the major
responsibilities of the Nomination Committee include:

° regularly review the structure, size and composition
of the Board and make recommendations to the
Board with regard to any adjustments that are
deemed necessary;

o review whether or not an independent non-
executive director is independent for the purpose
of the Listing Rules on annual basis;
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DELEGATION BY THE BOARD (continued)

Board committees (continued)

° be responsible for identifying and nominating for
the approval of the Board, candidates to fill board
vacancies as and when they arise;

o assess the effectiveness of the Board as a whole
and the contribution by each individual director to
the effectiveness of the Board; and

o be responsible for re-nomination having regard
to the director’s contribution and performance,
including, if applicable, as an independent director.

During the year under review and up to the date of this
report, the Nomination Committee had convened two
meetings during which, among other things, considered
the directors who should retire by rotation pursuant to
the Company’s articles of association and the Code.
The Nomination Committee had resolved that Messrs.
Cheung Kwok Wing, Chen Maosheng (appointed as
an executive Director on 11 January 2011), Cheng Wai
Chee, Christopher and Tse Kam Hung shall be subject to
retirement by rotation at the forthcoming annual general
meeting of the Company. All the above-named directors
were nominated by the Nomination Committee to stand
for re-election at the forthcoming annual general meeting
of the Company.
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COMMUNICATION WITH SHAREHOLDERS
The Board endeavours to maintain an on-going dialogue
with shareholders. All directors are encouraged to attend

the general meetings to have personal communication
with shareholders. In annual general meeting, Chairman
of the Board and the chairman of each committee
are required to attend and answer questions from
shareholders in respect of the matters that they are
responsible and accountable for. The external auditor
is also required to be present to assist the directors in
addressing any relevant queries by shareholders. The
Company has also set up a public relations website
which enables the shareholders and public to post their
questions, comments and opinions in relation to the
Group to the Board.

The Company’s annual general meeting (“AGM”) and
extraordinary general meeting (“EGM”) provide good
opportunities for shareholders to air their views and
ask directors and management questions regarding
the Company. All shareholders of the Company receive
the annual report, circulars and notices of AGM and
EGM and other corporate communications. The notices
are also published on the Company’s website at
www.kingboard.com. Separate resolutions are required at
general meetings on each distinct issue. Each shareholder
is permitted to appoint a proxy to attend and vote in his
stead.
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Independent Auditor’s Report
godooog

Deloitte.
=20

TO THE SHAREHOLDERS OF
KINGBOARD CHEMICAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Kingboard Chemical Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 57 to 223, which comprise the consolidated statement of
financial position as at 31 December 2010, and the consolidated
income statement, consolidated statement of comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

QOur responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with our agreed terms
of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from
material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’'s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31
December 2010, and of the Group’s profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

7 March 2011
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Consolidated Income Statement

googn

For the year ended 31 December 2010 [J ] 0 0000000000000 07

Revenue
Cost of sales and services rendered

Gross profit

Other income

Distribution costs

Administrative costs

Gain on disposal of
available-for-sale investments

Impairment loss on
available-for-sale investments

Gain on disposal of partial interests
in subsidiaries

Gain on disposal of subsidiaries

Loss on disposal of subsidiaries

Discount on acquisition of additional
interests in subsidiaries

Finance costs

Share of results of associates

Share of results of jointly
controlled entities

Profit before taxation
Income tax expense

Profit for the year

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

Earnings per share
Basic

Diluted

NOTES
00

ooo 7
nfufalulufalufalsl

oo

oooo 9
oooo

oooo

00000000000
0oo0O00000O000

10

0000000000

ooo 11
nfufalafufalufalsl 39
0ooooooooo0 39
0000000000

ooo

oooo 12
0ooooO0oo
0000000000

ooooo

ooooo 13
ooooo 14
0000000000

oooooo

afulafufalufs
0ooo 17
00

00

2010 2009
gopoooo goooo
HK$’000 HK$'000
ooo ooo
(Restated)

ooooo

23,863,373
(18,938,206)

4,925,167
184,237
(685,151)
(1,277,987)
111,564
(156,367)
340,038
24,242
(106,814)
14,580
(221,256)
64,252

(2,325)

3,214,180
(248,484)

2,965,696

2,396,030
569,666

2,965,696

HK$2.8370 O

HK$2.8130 O
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Consolidated Statement of Comprehensive Income

googood

For the year ended 31 December 2010 [J ] 0 0000000000000 07

Profit for the year

Other comprehensive income:
Cash flow hedge:

Loss on cash flow hedges

Deferred tax recognised in relation
to cash flow hedges

Reclassification adjustment relating
to transfer of cash flow hedges

Reclassification adjustment relating
to deferred tax on transfer of
cash flow hedges

Investment revaluation reserve:

Fair value changes of
available-for-sale investments

Reclassification adjustment relating
to disposal of available-for-sale
investments

Reclassification adjustment relating
to impairment loss on
available-for-sale investments

Property revaluation reserve:
Fair value changes on properties
transferred to investment
properties

Translation reserve:

Exchange differences arising on
translation of foreign operations
and to presentation currency

Share of change in reserve of
associates

Other comprehensive income
for the year (net of tax)

Total comprehensive income
for the year

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

2010
ooooo
HK$’000
ooo
ooooo
ooooooo
oooooo
ooooooo
oooooooooo
oooo
gooooooooooo
gooooo

ooooooooooono
gooooooogoo
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2009
ooooo

HK$'000
ooo

2,965,696

(89,986)
11,099

95,026

(12,228)

233,017

(111,564)

67,319

5,579

46,691

796

245,749

3,211,445

2,637,959
573,486

3,211,445



Consolidated Statement of Financial Position

googood

At 31 December 2010 O O OO 000000000

NOTES
oo
Non-current assets ooooo
Investment properties oooo 18
Properties, plant and equipment 0O 000000 19
Prepaid lease payments oooooao 20
Goodwill oo 21

31.12.2009 1.1.2009
gooooo oooooo
goooooo oooo
HK$'000 HK$'000
ooao ooo
(Restated) (Restated)
goooo ooooo
1,423,437 1,327,165
17,847,473 16,888,278
933,230 1,499,021
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At 31 December 2010 O OO 0000000000

NOTES
oo
Non-current liabilities ooooo
Deferred tax liabilities oooooo 33
Derivative financial instruments 0o0oooo 30
Bank borrowings oooo 32
Capital and reserves ooooao
Share capital 0o 34
Share premium and reserves 0oooooo
Equity attributable to owners oooooooooo
of the Company
Non-controlling interests ooooooo 37
Total equity gooag

The consolidated financial statements on pages 57 to 223 were
approved and authorised for issue by the Board of Directors on 7

March 2011 and are signed on its behalf by:

Cheung Kwok Wing
ooo
DIRECTOR
om0
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31.12.2009 1.1.2009
gooooo oooooo
goooooo oooo
HK$'000 HK$'000
ooao ooo
(Restated) (Restated)
goooo ooooo
56,418 51,329
130,317 136,961
7,592,460 6,570,760
7,779,195 6,759,050
26,124,116 23,617,201
84,474 83,926
21,421,943 19,270,120
21,506,417 19,354,046
4,617,699 4,263,155
26,124,116 23,617,201

Osr0oOboz22s000000000000000
gooooooooooooooooooooo

ooooo

Chang Wing Yiu
goo
DIRECTOR
oo
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Consolidated Statement of Changes in Equity
gpodoodn

For the year ended 31 December 2010 [J ] 0 0000000000000 07

Attrbutable to owners of the Company

pooooooooo
Capttal Special Property  Investment Non-
Share Share  redemption Other supls  Statutory  Hedging  revaluation  reveluaion  Translation  Retained controling Total
captdl premium reseve  resenes  account Tesenve Teserve eserve Tesenve esenve profts Totd  interests equity
oo oo oo i} oo
oo 00o0  oooo oOOO OOODOD DOOOD OOOO OOOCD OODOD OOOO DOOOD 00 DOOOO 000D
HKS000  HKS000  HKSO00  HKSO0D  HKSOOD  HKSO00  HKS0O0  HKSO00  HKS000  HKSO00  HKS000  HKSO00  HKSO000  HK$O0MO
ooo ooo oo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
(Notea)  (Noteh) (Note c)
000al DOObD 000D
Balance at 1 January 2009 0000000000000 83926 4,384,067 1911 9 1059 87502 (111284 11288 (159230 1682438 13363627 19364046 4263155 23617,201
Increase infair value of ooooooooo
avallable-for-sale investments ooo - - - - - - - - 188498 - - 18848 o 83017
Share of changes In reserve of 0ooooooooo
assocktes - - - - - - - - - 7% - 7% - 7%
Loss on cash flow hedges nooooooo - - - - - - (0% - - - - (8% - (80.985)
Deferred tax recognised inrelafionfo 00000000000
cash flow hedges 0ooo - - - - - - 11,099 - - - - 11,009 - 11,09
Exchange differences arising on 0oooooooooooo
translaton of oreign operations goooooo
and to presentafion curency - = - = - - = = = 450 B 4520 2,169 46,691
Fair value gain on properties poooooooooo
ransferred to investment propertes 00000 - - - - - - - 3928 - - - 3928 1,651 5579
Proft for the year goooa - - - - - - - - - - 2306000 2396030 569666 298569
Transfer to proft or loss on gooooooooooo
cash flow hedge - - - - - - 95,026 - - - - 95,026 - 95,026
Deferred tax on transfer toproftor 000000000000
Joss on cash flow hedges ooooooo - - - - - - (1228 - - - - (1228 - (1229
Impairment loss on 0oooooooooo
avallable-for-sale investments - - - - - - - - e - - es (44.524) 67,319
Investment revaluation reserve ooooooooooo
released on disposal - - - - - - - - (11568 - - (1156 - (11568
Total comprehensive income p0ooooooo
for the year - - - - - - 3911 3908 188772 45318 236000 2637959 573486 3211445
Issue of new shares from exerciseof 000000000
share options 0ooooo 548 19940 - - - - - - - - - 20488 - 20,488
Recognition of equity-setfed shere 000000000
based payments - - - - - - - - - - - - 1421 1421
Final dvidend for the yearended 0000000000
31 December 2008 gooooooocooo - - - - - - - - - - (253422 (83422 - (283422
Interim didend for the yearended 0000000000
31 December 2009 000000000000 - - - - - - - - - - (83420 (253422 - (8342
Acquisition of subsidiaries (Note 38) 00000 MO0380 - - - - - - - - - - - - 62,765 62,765
Acquistion of addftional interestsin -~ 0000000000
subsidaries - - - - - - - - - - - - (0830 (203350
Disposal of partial interests in 0ooooooooo
subsidaries - - - - - - - - - - - - G08G2 508622
Disposal o subsidiaries (Note 39 DDO00MO0390 - - - - - - - - - - - - (362024 (362024)
Diidends peid to minority 0ooooooo
shareholders of subsidlaries 0oooooo - - - - - - - - - - - - (25614 (05614
Reserves released upon disposalof 00000000000
subsidaries - - - - - - - - - (60943 60943 - - -
Reserves released upon disposal of - 00000000000
partial interests in subsidiaries nooo - - - - - - - - - (65,541) 56,541 - - -
Transfer upon lapse of shareopion 00000000000 - - - - - - - - - - 768 768 (768) -
Transfers 0o - - - - - 69,263 - - - - (69263 - - -
548 19940 - - - 69,263 - - - (16484 (458855 (485588  (218942)  (T04)30)
Balance at 31 December 2009 000000oonooooo
ooo 84474 4404007 1911 (191) 10,594 156,765 (107,373 15216 20000 1611272 15300802 21506417 4617699 26,124,116
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tatement of Changes in Equity 0 000000

For the year ended 31 December 2010 O OO0 0000000000000

Notes:

(b)

©

Special surplus account represents the difference between the nominal
amount of the shares issued by the Company and the nominal amount of
the issued share capitals of the subsidiaries which were acquired by the
Company under the group reorganisation in 1993.

Statutory reserve represents the Enterprise Expansion Fund and General
Reserve set aside by certain subsidiaries in accordance with the relevant
laws and regulations of the People’s Republic of China.

The property revaluation reserve of the Group represents the gain on
revaluation of certain properties of the Group for own use as a result
of transfer of those properties for own use from properties, plant and
equipment to investment properties.

During the year ended 31 December 2010, the Group acquired additional
interests in Kingboard Laminates Holdings Limited (“KLHL”), a non-wholly
owned subsidiary of the Company listed on The Stock Exchange of
Hong Kong Limited, and Elec & Eltek International Company Limited, a
non-wholly owned subsidiary of the Company listed on the Singapore
Exchange Securities Trading Limited. As a result of the acquisitions,
the difference of HK$248,486,000 between the consideration paid of
HK$508,396,000 and the amount of non-controlling interests adjusted of
HK$259,910,000 was directly recognised in equity.

During the year ended 31 December 2010, the Group disposed of part
of its interest in KLHL and as a result of the disposal, the difference
of HK$1,031,712,000 between the net consideration received of
HK$1,665,386,000, the recognition of non-controlling interests
of HK$706,517,000 and derecognition of translation reserve of
HK$72,843,000 was directly recognised in equity.
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O0o0DO00000000b00D00000000000
ooooao

ooo0o0ooO000000000000000000
oo0o0oO0ooO000000o00000

ooooooO0o00O000O0O0O000O00O00000
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ooooooOoO0ooO0o0oOoOo0ooOoo0ooon
ooooOoO0oO0000O0DOo0o000mOoooo0n
goo0ooO0000ODoo0oODIoo000o000
000@MoOO000D00000O0EEICOOO0O0O0O0
oooooooo0O00000000O0O00Oo0oooOo0OO0
000000000000 000D508,396,00000
00000000000O2s9,9100000000000
2484860000 000000000

oooooO0ooOoooO0oOoOooooooooao
oooooO0oO0O0DDOoODO0OO0O0OO0O0O0DbDOOOO0
Ooo1tees38s0000 000000000000
706,5617,0000 00000000000 DO 72,843,000
00oo0oo0oooo1t,081,71200000000000000
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For the year ended 31 December 2010 [J ] 0 0000000000000 07
2010 2009
ooooo goooono
HK$’000 HK$'000
ooo oono
OPERATING ACTIVITIES oooo
Profit before taxation ooooo 5,166,338 3,214,180
Adjustments for: ooo
Share of results of associates oooooooo (200,873) (64,252)
Share of results of jointly controlled o0ooooooooog
entities 7,035 2,325
Amortisation of intangible assets oooooo 696 688
Depreciation of properties, plant and ooooooooog
equipment 2,058,419 1,811,320
Impairment loss recognised inrespect 0000000000000
of trade and other receivables oooo 108,164 90,070
Dividends from available-for-sale ooooooooo
investments (29,785) (832,124)
Discount on acquisition of additional oooooooooooog
interests in subsidiaries - (14,580)
Interest expenses and other finance ooooooooooo
charges 304,040 221,256
Gain on disposal of available-for-sale ooooooooooo
investments (296,012) (111,564)
Gain on fair value changes of ooooooooooood
investment properties (68,824) (51,425)
Gain on disposal of subsidiaries 000000000 = (24,242)
Gain on fair value changes of foreign oo0o0ooooooooooo
currency forward contracts - (870)
Gain on disposal of partial interests in oo0o0oOooooooooo
subsidiaries - (340,038)
Release of prepaid lease payments oooooooo 20,832 20,047
Interest income oooao (38,639) (50,575)
Impairment loss on available-for-sale ooo0oooooooo
investments - 156,367
Loss on fair value changes of oooooooooooo
commodity forward contracts 00 33,493 11,628
Loss on disposal and write off of O0ooooooooooo
properties, plant and equipment ooo 13,259 15,539
Loss on disposal of subsidiaries ooooooooo - 106,814
Share based payment expenses Ooooooooo 303 1,427
Operating cash flows before movements 0000000000
in working capital oooooo 7,078,446 4,962,491
Increase in inventories oooo (682,152) (388,500)
Increase in trade and otherreceivables 0 OO0O000O0O00O00O
and prepayments oooooo (1,967,558) (1,444,570)
Increase in bills receivables oooooo (670,758) (486,384)
Decrease in trade and other payables ooooooooooo (165,949) (617,077)
Increase in bills payables goooooao 408,053 139,922
Net change in derivative financial 0ooooooooog
instruments (11,628) 1,898
Increase in properties held for goooooo
development (2,566,128) (763,152)
Increase in deposits from pre-sale of 0ooooooooog
residential units 1,061,578 -
Cash generated from operations gooooooo 2,483,904 1,504,628
Hong Kong Profits Tax paid ooooooo (14,922) (239)
Hong Kong Profits Tax refunded goooooo 3,930 138
Other taxes paid oooooo (336,522) (219,838)
NET CASH FROM OPERATING oooooooooo
ACTIVITIES 2,136,390 1,284,689




Consolidated Statement of Cash Flows 0 0000 0O
For the year ended 31 December 2010 O OO0 0000000000000

2010 2009
ooooad ooooad
NOTES HK$°000 HK$’'000
aa ooad ooa
INVESTING ACTIVITIES oooo
Purchase of available-for-sale goooooog
investments (1,309,428)
Purchase of properties, plant and gooooooooo
equipment (1,989,166)
Deposits paid for acquisition of ooooooooooooo
properties, plant and equipment oooooo
and investment properties (373,242)
Increase in pledged bank deposits 000000000 (105,622)
Prepaid lease payments made oooooooog (21,824)
Purchase of investment propertes 000000 (7,460)
Proceeds from disposal of gooooooooooo
available-for-sale investments 1,026,876
Proceeds from disposal of oooooooooo
properties, plant and equipment oooo 172,877
Proceeds from disposal of prepaid 000000000000
lease payments -
Dividend received from an associate 0000000000 111,156
Interest received oooo 50,575
Dividends received from goooooooodg
available-for-sale investments 32,124
Net cash (outflow) inflow on ooooooooomooo
acquisition of subsidiaries ooog 38 20,065
Net cash (outflow) inflow on oooooooooo
disposal of subsidiaries ooomooo 39 1,062,242
NET CASH USED IN INVESTING oooooooooo
ACTIVITIES (1,330,827)
FINANCING ACTIVITIES oooo
New bank borrowings raised gooooo 5,848,079
Proceeds from disposal of ooooooooog
partial interests in subsidiaries ooono 848,660
Proceeds from exercise of goooooooooo
share options 20,488
Proceeds from exercise of warrants 0000000000 =
Repayment of bank borrowings oooooo (4,119,570)
Consideration paid for acquisiton of O OO0O0O0O0O0O00O0O
additional interests in subsidiaries oooog (291,412)
Dividend paid on ordinary shares ooooooo (506,844)
Dividend paid to minority gooooooooooo
shareholders of subsidiaries 0og (225,614)
Interest and other finance 0oooooooooog
charges paid (226,354)
Capital contribution from minority 00o0oooooooooo
shareholders of subsidiaries -
NET CASH FROM FINANCING oooooooooo
ACTIVITIES 1,347,433
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NET (DECREASE) INCREASEINCASH 00000000 O0MmMO

AND CASH EQUIVALENTS oo

CASH AND CASH EQUIVALENTS oooooooooooo

AT THE BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE oooooo

RATE CHANGES

CASH AND CASH EQUIVALENTS oooooooooooo

AT THE END OF THE YEAR

ANALYSIS OF THE BALANCES OF ooooooooooooo

66

CASH AND CASH EQUIVALENTS
Bank balances and cash ooooooog
Less: Pledged bank deposits ooooooooo

Balances of cash and cash equivalents 00000000000

Annual Report 2010 Kingboard Chemical Holdings Limited
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2009
ooooo

HK$'000
ooo

1,301,295

4,225,257

20,035

5,546,587

5,652,209
(105,622)

5,546,587
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 27 (as revised in 2008) “Consolidated
and separate financial statements”

The application of HKAS 27 (as revised in 2008) has
resulted in changes in the Group’s accounting policies
for changes in ownership interests in subsidiaries of the
Group.

Specifically, the revised Standard has affected the
Group’s accounting policies regarding changes in the
Group’s ownership interests in its subsidiaries that do not
result in loss of control. In prior years, in the absence of
specific requirements in HKFRSs, increases in interests in
existing subsidiaries were treated in the same manner as
the acquisition of subsidiaries, with goodwill or a bargain
purchase gain being recognised, when appropriate; for
decreases in interests in existing subsidiaries that did
not involve a loss of control, the difference between the
consideration received and the adjustment to the non-
controlling interests was recognised in profit or loss.
Under HKAS 27 (as revised in 2008), all such increases
or decreases are dealt with in equity, with no impact on
goodwill or profit or loss.

When control of a subsidiary is lost as a result of a
transaction, event or other circumstance, the revised
Standard requires the Group to derecognise all
assets, liabilities and non-controlling interests at their
carrying amounts and to recognise the fair value of the
consideration received. Any retained interest in the former
subsidiary is recognised at its fair value at the date control
is lost. The resulting difference is recognised as a gain or
loss in profit or loss.

These changes have been applied prospectively from 1
January 2010 in accordance with the relevant transitional
provisions.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 27 (as revised in 2008) “Consolidated
and separate financial statements” (continued)
The application of the revised Standard has affected
the accounting for the Group’s acquisition of additional
interests in Kingboard Laminates Holdings Limited
(“KLHL"), a non-wholly owned subsidiary of the
Company listed on the Stock Exchange, and Elec & Eltek
International Company Limited (“EEIC”), a non-wholly
owned subsidiary of the Company listed on the Singapore
Exchange Securities Trading Limited, in the current year.
The change in policy has resulted in the difference of
HK$248,486,000 between the consideration paid of
HK$508,396,000 and the amount of non-controlling
interests adjusted of HK$259,910,000 being recognised
directly in equity, instead of being recognised as goodwiill.
Therefore, the change in accounting policy has resulted in a
decrease in equity attributable to owners of the Company
of HK$248,486,000 as at 31 December 2010 and no
change in the profit for the year. In addition, the cash
consideration paid in the current year of HK$508,396,000
has been included in cash flows from financing activities
instead of investing activities.

In addition, the application of the revised Standard has
affected the accounting for the Group’s disposal of part
of its interest in KLHL in the current year. The change in
policy has resulted in the difference of HK$1,031,712,000
between the net consideration received of
HK$1,665,386,000, the non-controlling interests
recognised of HK$706,517,000 and de-recognition of
translation reserve of HK$72,843,000 being recognised
directly in equity, instead of in profit or loss. Therefore, the
change in accounting policy has resulted in a decrease in
the profit for the year of HK$1,031,712,000. In addition,
the cash consideration received in the current year of
HK$1,665,386,000 has been included in cash flows from
financing activities instead of investing activities.

In addition, under HKAS 27 (as revised in 2008), the
definition of non-controlling interest has been changed.

2.

Notes to the Consolidated Financial Statements 0 00000 O O
For the year ended 31 December 2010 O OO0 0000000000000

gbodoooooodaood
oo obodooooodbd
ooog

000000027 oo0ooono
000000000000800
000000000000000000
00000000000 00000m
000000000000000000
0000000000000 EEICM
00O0000000000000000
000000000000000000
00000000000000000
005083960000 00000000
000026599100000 000000
248,486,0000 000000000000
000000000000000000
000000000000000000
0000002484860000 00000
000000000000000000
508,396,0000 000000000000
ooooooooo

goooooooooodoooood
gooooooooobooooooo
ooooooooooobooooooo
1,665386,0000 0 0 00 O0O0ODOO
ooovoest7o000 0000000
ooooobvrze430000000000
1,031,7120000 00000000000
goooOooooooobooobooooo
0o0o0o0oooo1t,081,712,0000 000
00oo0o0oooooo0ooi,e65.386,0000
gbooooooooooobocoooooo
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 27 (as revised in 2008) “Consolidated
and separate financial statements” (continued)
Specifically, under the

Annual Report 2010 Kingboard Chemical Holdings Limited
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Hong Kong Interpretation 5 “Presentation
of financial statements - Classification by
the borrower of a term loan that contains a
repayment on demand clause” (continued)

As a result, bank loans that contain a repayment on
demand clause with the aggregate carrying amounts
of HK$368,305,000 and HK$534,516,000 have
been reclassified from non-current liabilities to current
liabilities as at 31 December 2009 and 1 January
2009, respectively. At 31 December 2010, bank loans
(that are repayable more than one year after the end
of the reporting period but contain a repayment on
demand clause) with the aggregate carrying amount of
HK$420,769,000 have been classified as current liabilities.
The application of HK INT 5 has had no impact on the
reported profit or loss for the current and prior years.

Such term loans have been presented in the earliest time
band in the maturity analysis for financial liabilities (see
note 32 for details).

HKAS 32 (Amendments) “Classification of
rights issues”

The amendments to HKAS 32 address the classification
of certain rights issues denominated in a foreign currency
as either an equity instrument or as a financial liability.
The Company’s functional currency is RMB, whilst the
warrants issued by the Company to the shareholders on a
pro-rata basis are denominated in HK$. Under the current
HKAS 32, the warrants would be treated as a derivative
financial liability which should be measured at fair value
at initial inception. The corresponding entry on inception
would have been made to the shareholders’ equity.
Subsequently, the liability would have been re-measured
at fair value with movements in fair value recognised in
profit or loss until the exercise of the warrants.

2.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 32 (Amendments) “Classification of
rights issues” (continued)

The early adoption of HKAS 32 (Amendments) has
affected the accounting for the warrants issued by the
Company during the year. The warrants would be treated
as equity instruments and resulted in recognition of equity
component of warrants amounting to HK$675,791,000 in
the equity (i.e. warrant reserve) at initial inception. The re-
measurement of fair value of the warrants is not required as
these warrants are classified as equity instruments. The
change in accounting policy has resulted in an increase in
the profit for the year of HK$21,096,000 and an increase
in equity attributable to owners of the Company of
HK$21,096,000 as at 31 December 2010.

Summary of the effects of the above changes
in accounting policies

The effect of changes in accounting policies described
above on the results for current year by line items is as
follows:

Notes to the Consolidated Financial Statements O0o00ooooo
For the year ended 31 December 2010 O 0 0 0000000000000 0
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Year ended
31 December
2010
gooboooo
gooooono
ooo
HK$°000
ooad
Decrease in gain on disposal of partial interests 0000000 0000000000
in KLHL (offsetting with the de-recognition of 0000 0O 0O O O 39,860,0000 O
goodwill of HK$39,860,000) ooo (991,852)
Decrease in fair value loss recognised inrespect 000 O0O00O0000000000O
of the Company’s warrants 21,096
Decrease in profit for the year goooooo (970,756)
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APPLICATION OF NEW AND REVISED 2. doooooooooooon
HONG KONG FINANCIAL REPORTING Do oooooobooo
STANDARDS (“HKFRSs”) (continued) ooo
Summary of the effects of the above changes odoooOo0ooooboo0moo
in accounting policies (continued)
There is no impact on the results for the year ended 31 O0o0ooooooooooooooo
December 2009 as the changes in accounting policies 000000oooUoOooooooooaon
for changes in interests in subsidiaries was applied 00000000o00oooooooooo
prospectively.
The effects of the above changes in accounting policies O0000000o0oo0ooooooooaon
on the financial positions of the Group as at 1 January gjo0o0ooOooDOoOoooOoooooog
2009 and 31 December 2009 is as follows: 000o0oooooo
Asat Asat
1.1.2009 Asat 31.12.2009 Asat
(originally 1.1.2009 (originally 31.12.2009
stated)  Adjustments (restated) stated)  Adjustments (restated)
gooooo gooooo  0o0obooo gooooo
oooo oooo COooobooo goooooo
oooo oo 0oooo oooo oo ooooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oo ooo gooo oo ooo gooo
Bank borowings - curent 0000000 2,596,99% 534,616 3,131,511 3,458,564 368,305 3,826,869
Bank borrowings gooooooo
- non-current 7,105,276 (534,516) 6,570,760 7,960,765 (368,305 7,592,460
Total effectsonnetassets 000000000
and equity ooo - -
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2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Summary of the effects of the above changes
in accounting policies (continued)

The effects of the above changes in accounting policies
on the Group’s basic and diluted earnings per share for
the current year are as follows:
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Impact on
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per share
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2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

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

effective.
HKFRSs (Amendments)

HKFRS 1 (Amendments)

HKFRS 1 (Amendments)
HKFRS 7 (Amendments)
HKFRS 9

HKAS 12 (Amendments)

HKAS 24 (Revised)

HK(IFRIC) - INT 14
(Amendments)
HK(IFRIC) - INT 19

Improvements to HKFRSs 2010!

Limited exemptions from comparative
HKFRS 7 disclosures for first-time
adopters?

Severe hyperinflation and removal of
fixed dates for first-time adopters3

Disclosures - Transfers of financial
assets®

Financial instruments®

Deferred tax: Recovery of underlying
assets?
Related party disclosures®

Prepayments of a minimum funding

requirement3

Extinguishing financial liabilities with
equity instruments?

1 Effective for annual periods beginning on or after 1 July 2010 or
1 January 2011, as appropriate.

2 Effective for annual periods beginning on or after 1 July 2010.

3 Effective for annual periods beginning on or after 1 January 2011.
4 Effective for annual periods beginning on or after 1 January 2012.
5 Effective for annual periods beginning on or after 1 January 2013.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 9 “Financial instruments” (as issued in November
2009) introduces new requirements for the classification
and measurement of financial assets. HKFRS 9 “Financial
instruments” (as revised in November 2010) adds
requirements for financial liabilities and for derecognition.

Under HKFRS 9, all recognised financial assets that are
within the scope of H