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DBS Bank Ltd., Hong Kong Branch

Hang Seng Bank Limited

Standard Chartered Bank (Hong Kong) Limited

Sumitomo Mitsui Banking Corporation

The Bank of Toyko-Mitsubishi UFJ, Ltd., Hong Kong Branch
The Hongkong and Shanghai Banking Corporation Limited

AUDITOR

Deloitte Touche Tohmatsu
Certified Public Accountants
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It is with pleasure that | report to shareholders a set of resilient results for
Kingboard Chemical Holdings Limited (the “Group”) during the financial year
ended 31 December 2014 (“FY2014”). The year saw divergent paces of
development among major economics worldwide. While a clear recovery was
witnessed in the United States, China has lowered its expected rate of growth
to the ‘mid-high’ gear, and the Eurozone and Japan were both hovering
at low levels of growth. Helped by capacity expansion and active market
development, the laminates division posted a satisfactory performance with
laminates shipments climbing to a record high volume. The printed circuit
board (“PCB”) division also registered growth in sales to the automotive and
telecommunications sectors. However, the division’s results were negatively
impacted by the restructuring of Elec & Eltek Group, thus recording a decline
in segment results year on year. The chemical division also recorded a slight
drop in performance amidst a sharp plunge of global crude oil prices in the
fourth quarter. The property division benefited from the full booking of sales
of Qiandeng Yu Garden Phase |, Kunshan, contributing significant earnings to
the Group. Rental income from investment properties also continued to grow
steadily.

Turnover Breakdown by Products [0 0 [0 [0 O
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CHARMAN'S STATEMENT
goon

B.%LLESS "E IE‘) (continued)

All core business divisions were able to contribute earnings to the Group
despite a very challenging market for the manufacturing sector. In 2014,
Group revenue increased 1% over the previous year to HK$35,905.8
million, delivering an underlying net profit (excluding non-recurring items) of
HK$1,800.7 million, a mild drop of 4%. Basic earnings per share based on
underlying net profit were HK$1.756. Reported net profit decreased 14%
to HK$2,536.8 million, with basic earnings per share based on reported
net profit amounting to HK$2.473. The Group maintained a robust financial
position. The Board has proposed a final dividend of HK30 cents per share,
subject to shareholders’ approval. Together with the interim dividend of HK20
cents per share paid in September 2014, constitutes a full-year dividend of
HK50 cents, representing a payout ratio of 28%.

wE bF .FVA;CE

The laminates division delivered satisfactory performance during the year.
To further strengthen our vertical production setup, the Group has invested
actively in expanding the capacities of upstream materials, including
glass yarn and glass fabric, in order to provide feedstock for expanded
laminates production. During the year, as capacity increased, the Group’s
monthly laminates shipment climbed to a record high volume of 9.83 million
square metres, an increase of 5% over 2013. Segment turnover (including
inter-segment sales) from the laminates division rose 3% year on year
to HK$13,454.1 million. Earnings before interest, tax, depreciation and
amortisation (“EBITDA”) decreased 1% to HK$2,108.7 million.
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The Group is one of the leading suppliers of chemical products in China with a diversified chemical products base.
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CHARMAN'S STATEMENT
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‘= E v‘F ‘VA,LCE (continued)

Strong sales of telecommunications and automotive-related electronic
products have fuelled the growth of the PCB market. The PCB division
therefore recorded a 4% growth in segment turnover to HK$7,474.3 million,
of which high density interconnect (“HDI”) PCB sales contributed 22% of
the division’s total. However, as the division was negatively impacted by the
restructuring of Elec & Eltek Group during the second half, EBITDA decreased
20% to HK$696.1 million.

The prevailing high price of acetic acid has resulted in significant earnings
for the chemical division. Enhancements to the phenol/acetone plant in
Huizhou, Guangdong Province, were also completed as scheduled, bringing
higher cost advantage for the division. However, the sharp plunge in global
crude oil prices since the fourth quarter has caused the chemical division to
record a 17% decline in segment turnover (including inter-segment sales) to
HK$14,307.9 million. EBITDA was down 14% to HK$1,370.8 million. Share
of associates’ results (the bulk of which was contributed by the natural gas-
based methanol joint venture with China Blue Chemical Limited) declined
24% year on year to HK$177.0 million. In the face of the continued increase
of natural gas prices and low prices of methanol, the natural gas-to-methanol
plant in Chongging has not been able to meet the expected operating
efficiency. The Group therefore resolved to close down the plant during the
period, and an impairment loss of HK$284.6 million was recognised in the
accounts.
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The Group manufactures single, double, multi-layer and HDI PCBs in order to satisfy diversified market demand.
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CHARMAN'S STATEMENT
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‘= E v‘F ‘VA,LCE (continued)

Sales of Qiandeng Yu Garden Phase |, in the amount of HK$2,163.3 million,
were fully booked during the period under review. Together with rental
income of HK$527.8 million, the property division recorded a turnover of
HK$2,691.1 million. Contracted sales of HK$2,960 million were registered
on total contracted sales floor area of 287,000 square metres. There were
no new acquisitions of land during the year. As at 31 December 2014, the
Group owned a prime land bank in Shanghai, Kunshan and other major cities,
measuring a buildable gross floor area of around 6 million square metres.

v by DI v ALD CA™ A JES _“CES
| IN N

The Group’s financial and liquidity position continued to be solid. As at 31
December 2014, net current assets and current ratio of the Group were
approximately HK$16,934.4 million (31 December 2013: HK$21,100.8 million)
and 1.82 (31 December 2013: 2.24) respectively.
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CHARMAN'S STATEMENT
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n
\ by JPIv ALD CA™I A bes _fCES

(continued)

The net working capital cycle was reduced from 56 days as at 31 December
2013 to 51 days as at 31 December 2014 on the following key metrics:

- Inventories, in terms of stock turnover days, decreased to 33
days from last year (31 December 2013: 37 days) as a result of
strengthened inventory control.

- Trade receivables, in terms of debtors turnover days, was 59 days (31
December 2013: 59 days).

- Trade and bills payables, in terms of creditors turnover days, was 41
days (31 December 2013: 40 days).

The Group’s net gearing ratio (ratio of interest-bearing borrowings net of cash
and cash equivalents to total equity) was approximately 42% (31 December
2013: 42%). The proportion of bank borrowings between short term and
long term stood at 44%:56% (31 December 2013: 30%:70%). During the
year under review, the Group invested HK$2,100 million and HK$4,900
million in new production capacity and property development projects
respectively. With a professional and seasoned management team coupled
with our concrete business foundation and robust balance sheet, the Group is
confident that these investments will generate stable and attractive long-term
returns to our shareholders. Less than 3% of the Group’s bank borrowings
were denominated in RMB, while the remainder were in Hong Kong dollars or
US dollars.

The Group continued to adopt a prudent financial management policy. It has
entered into forward currency contracts in order to minimize the Group’s
foreign exchange exposure. As at 31 December 2014, such contracts had a
fair value of HK$6.8 million. Other than the aforesaid instrument which was
related to the Group’s normal course of business, the Group did not enter
into any other types of derivative financial instruments, nor did the Group
have any material foreign exchange exposure during the year. The Group’s
revenue, mostly denominated in Hong Kong dollars, RMB and US dollars,
was fairly matched with the currency requirements of its operating expenses.

10 KINGBOARD CHEMICAL HOLDINGS LIMITED OO 0000
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CHARMAN'S STATEMENT
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HoyAL 133 _,“CES

As at 31 December 2014, the Group had a global workforce of approximately
45,300 (31 December 2013: 43,800). The increase in workforce was mainly
due to the increased staff force at the newly completed laminates plant in
Jiangmen, Guangdong Province. In addition to offering competitive salary
packages, the Group grants share options and discretionary bonuses to
eligible employees based on the Group’s overall financial achievement and
employees’ individual performance. The Group’s continued success relies
on a comprehensive human resources strategy. The Kingboard Institute of
Management was established with a vision to focus on management training
of middle and senior management for the Group. The Group also recruits
fresh graduates from both mainland China and Hong Kong each year in its
search for and nurture of talents. In future, the Group will continue its efforts
in developing and retaining staff through its management training schemes, in
order to add momentum to the long-term development of the Group.

=k S“EC S
Ay

Management holds an optimistic outlook for the Group’s development in
2015 despite the intense competition in the global manufacturing sector.
We will strive to enhance the operating efficiency of all divisions. In view
of the opportunities emerging from China’s structural optimization of the
manufacturing sector, we will increase our input in businesses related to
environmental protection, waste-water treatment and energy and carbon
emission reduction. We aim to achieve breakthrough leaps in profitability by
leveraging on our industry-leading management expertise and human capital.

As over-capacity in the laminates market gradually eases, the market is
returning to reasonable profitability levels. In the past few years, the Group
has undertaken capacity enhancement works in high-performance laminates
and other upstream materials, which have made increasing contributions to
the Group’s sales and profitability.

The PCB order book has also gradually strengthened, on the back of
continuous growth of 4G network and automotive-related orders. The
restructuring of Elec & Eltek Group will begin to show results in one to two
years. We believe that upon completion of the restructuring, earnings of the
division will recover to past high levels. During 2015, Elec & Eltek Group plans
to discontinue production at its plant in Hong Kong. The premises will be
converted to commercial properties for rental. Also, Elec & Eltek Group will
redevelop certain unutilised land lot of plant in Guangzhou for use by data
centres. As international oil prices stabilise and with more stringent inventory
control, we believe the chemical division will be able to return to a generally
steady and upward path of development.
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‘,v‘ S“EC < S (continued)
]

The property division is entering the harvest phase with continued booking
of property project sales expected over the next few years. The commercial
properties in Shanghai and Kunshan will be completed in phases, and have
been registering satisfactory rental results. These properties are expected
to contribute a steady and significant stream of cash flow for the Group in
future. Maintaining a solid financial position, the division has faced the market
headwinds without the need for price reductions. The Group will focus on
completing all existing projects with a view to delivering greater returns to
shareholders.

A FECIA _ U

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, 16 March 2015
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DIRECTORS" AND SENIOR MANAGEMENT'S BIOGRAPHIES

goodbogboodotdn

EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 59, is the chairman and a co-founder of
the Group, and the chairman of Elec & Eltek International Company Limited
(“EEIC”), which is a subsidiary of the Company listed on the Singapore
Exchange Securities Trading Limited (“SGX”) and dual-listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Mr. Cheung was
the chairman and director of Kingboard Copper Foil Holdings Limited (“KBCF”)
which is the subsidiary of the Company listed on the SGX up to 3 January
2012. Mr. Cheung is the brother of Ms. Cheung Wai Lin, Stephanie, the
cousin of Mr. Cheung Kwong Kwan, the brother-in-law of Mr. Chang Wing
Yiu and Mr. Ho Yin Sang and the father of Mr. Cheung Ka Shing. 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. In 2011, Mr. Cheung was awarded the Honorary
University Fellowships of The University of Hong Kong. In 2013, Mr. Cheung
is appointed as a member of the National Committee of the Chinese People’s
Political Consultative Conference of The People’s Republic of China.

Mr. CHANG Wing Yiu, aged 48, is the managing director of the Group. He
is the brother-in-law of Mr. Cheung Kwok Wing and Ms. Cheung Wai Lin,
Stephanie and the uncle-in-law of Mr. Cheung Ka Shing. He joined the Group
in 1989 and has over 25 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 chemical
refinery plant and phenol/acetone plant in Yangzhou, Jiangsu province and
phenol/acetone plant in Huizhou, Guangdong province. He was re-designated
from a non-executive director to an executive director of EEIC with effect from
1 August 2014.

Mr. CHEUNG Kwong Kwan, aged 50, is the cousin of Mr. Cheung Kwok
Wing and Ms. Cheung Wai Lin, Stephanie and the uncle of Mr. Cheung Ka
Shing. 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.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES
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EXECUTIVE DIRECTORS (continued)

Mr. HO Yin Sang, aged 60, is the brother-in-law of Mr. Cheung Kwok Wing
and Ms. Cheung Wai Lin, Stephanie and the uncle-in-law of Mr. Cheung
Ka Shing. 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 KBCF.

Ms. CHEUNG Wai Lin, Stephanie, aged 44, is the sister of Mr. Cheung Kwok
Wing, the sister-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang, the
cousin of Mr. Cheung Kwong Kwan and the auntie of Mr. Cheung Ka Shing.
She joined the Group in 2002. Ms. Cheung was appointed as an executive
director and the vice chairperson of EEIC with effect from 1 August 2014 and
responsible for the strategic planning of EEIC. Prior to joining the Group, she
worked as an administration assistant manager in a listed company for about
5 years.

Mr. CHEUNG Ka Shing, aged 27, was appointed as an executive director
of the Company with effect from 1 August 2014. He joined the Group since
2009 and is responsible for the property development business of the Group
in eastern China. Mr. Cheung obtained his Bachelor of Science degree in the
study of Management with International Business at the University of London
in 2009. Mr. Cheung is the son of Mr. Cheung Kwok Wing, the nephew of Ms.
Cheung Wai Lin, Stephanie and Mr. Cheung Kwong Kwan and nephew-in-
law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang.

Mr. CHEN Maosheng, aged 51, 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.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Dr. CHENG Wai Chee, Christopher, GBS, OBE, JP , aged 66, was appointed
as independent non-executive Director in 2007. Dr. Cheng is the chairman of
Wing Tai Properties Limited, an independent non-executive director of NWS
Holdings Limited and New World China Land Limited, all being listed public
companies in Hong Kong. He is also an independent non-executive director
of Eagle Asset Management (CP) Limited (as manager of Champion Real
Estate Investment Trust which is listed on the Hong Kong Stock Exchange)
and a non-executive director of the Hongkong and Shanghai Banking
Corporation Limited. Dr. Cheng has a keen interest in the public services. He is
currently a member of the Judicial Officers Recommendation Commission, a
member of the Council of The University of Hong Kong and a steward of the
Hong Kong Jockey Club.
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INDEPENDENT NON-EXECUTIVE
DlRECTORS (continued)

Mr. LAl Chung Wing, Robert, aged 67, was appointed as an independent
non-executive director of the Company in February 2009. He has many 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 Investments (Holdings) Limited),
both companies listed on the Stock Exchange. He holds a Bachelor-of-Laws
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The directors of the Company (the “Directors”) present theini80 ann ri/eport
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PURCHASE, SALE OF REDEMPTION OF
SHARES

During the year, there was no purchase, sale or redemption by the Company
or any of its subsidiaries of the Company’s listed securities on the Stock
Exchange.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company’s reserves available for distribution to shareholders as at 31
December 2014 comprised the retained profits of HK$389,538,000.

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 2014, the sum of the retained profits and the share premium
of the Company amounted to approximately HK$4.8 billion.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors during the year and up to the date of this report were:

Executive Directors:

Mr. Cheung Kwok Wing (Chairman)

Mr. Chang Wing Yiu (Managing Director)

Mr. Cheung Kwong Kwan

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Chen Maosheng

Mr. Cheung Ka Shing (appointed on 1 August 2014)

Mr. Mok Cham Hung, Chadwick (resigned on 1 August 2014)

Non-executive Director:
Mr. Chan Wing Kwan (retired on 1 August 2014)

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

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

Mr. Tang King Shing
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position
@)

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

oo
(@)

00000 Oooo

gooooooolocoboooOdno

om
Approximate
percentage of
the issued
share capital
Number of  of the Company
issued oooo
Name of Director Capacity Shares held ooooo
ooog ogood oogogooogog googog
Mr. Cheung Kwok Wing Beneficial owner 2,093,470 0.204
ooooo ooooo
Mr. Cheung Kwong Kwan Beneficial owner 3,000,000 0.293
ooooo ooooo
Mr. Chang Wing Yiu (Note 1) Beneficial owner/Interest of spouse 4,938,328 0.482
oooomooio oooooooooo
Mr. Ho Yin Sang (Note 2) Beneficial owner/Interest of spouse 3,120,674 0.304
oooomooao oooooooooo
Ms. Cheung Wai Lin, Stephanie (Note 3) Beneficial owner/Interest of spouse 822,000 0.080

oooomooso

oooooooodoo

Notes:

1) Out of the 4,938,328 Shares, 4,076,488 Shares were held by Mr. Chang
Wing Yiu and 861,840 Shares were held by his spouse.

) Out of the 3,120,674 Shares, 1,679,674 Shares were held by Mr. Ho Yin
Sang and 1,441,000 Shares were held by his spouse.

) Out of the 822,000 Shares, 682,000 Shares were held by Ms. Cheung Wai

Lin, Stephanie and 140,000 Shares were held by her spouse.

oo
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)

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

|

00000 Oooo

Omoo
() O0000O0O00ODO0O0O000Mm

Interest in underlying Shares

Name of Director Capacity pursuant to Share Options
ooodd ooono 0oooooooogd
Mr. Cheung Kwok Wing Beneficial owner 3,360,000
gooooo ooooo
Ms. Cheung Wai Lin, Stephanie Beneficial owner 3,120,000
gooooo ooooo
Mr. Chang Wing Yiu Beneficial owner 3,120,000
gooooo ooooo
Mr. Ho Yin Sang (Note 1) Beneficial owner/Interest of spouse 6,048,000
oooomooio oooooooooo
Mr. Cheung Kwong Kwan Beneficial owner 3,120,000
gooooo ooooo
Mr. Cheung Ka Shing (Note 2) Beneficial owner 2,928,000
gooomooao ooooo
Notes: ooon
1) Out of the 6,048,000 Share Options, 3,120,000 Share Options were held (1) goe0480000 D0 DODOOOOO
by Mr. Ho Yin Sang and 2,928,000 Share Options were held by his spouse. 031200000 0000000000
0000000029280000000
0ooooooooo
2) Mr. Cheung Ka Shing was appointed as a Director on 1 August 2014. 2 0000ooooooooooooo

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 changes to the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) in 2009, a new share option scheme (the “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.
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)
(c) Ordinary shares of HK$0.10 each (“KLHL Shares”) in KLHL, a
non-wholly owned subsidiary of the Company

00000 Oooo

Uoo
(c) gboooooooooooooooo
gooooloobobobOooooono

ooom

Approximate

percentage of

the issued

Number of share capital

issued KLHL of KLHL

Shares held oooooo

Name of Director Capacity goooooo goooo

oood good ooooood oooooo

Mr. Cheung Kwok Wing Beneficial owner 675,500 0.023

ooooo ooooo

Mr. Chang Wing Yiu Interest of spouse 100,000 0.003
ooooo oooo

Mr. Ho Yin Sang Interest of spouse 540,000 0.018
ooooo oooo

(d) Share options of KLHL (“KLHL Share Options”)

(d) gooooooooOooooooo
oooom

Interest in underlying Shares
pursuant to KLHL Share Options

Name of Director Capacity oooooooooogd
oooo ooono gooooo
Mr. Ho Yin Sang Interest of spouse 9,000,000
ooood oood

Mr. Cheung Ka Shing Beneficial owner 9,000,000
ooood ooood
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)

(e) Non-voting deferred shares of HK$1 each in the share
capital of Kingboard Laminates Limited, a non-wholly owned
subsidiary of the Company

00000 Oooo

Ooo

(e) gooobooboooboboooboooon
gooobooboooooilooooo
gbooooo

Number of non-voting
deferred shares held

(Note)
Name of Director Capacity oooooooo
oooo oooo oooo
oooo
Mr. Cheung Kwok Wing Beneficial owner 1,904,400
ooooo ooooo
Mr. Cheung Kwong Kwan Beneficial owner 846,400
ooooo ooooo
Mr. Ho Yin Sang Beneficial owner 529,000
ooooo ooooo
Mr. Chang Wing Yiu Beneficial owner 423,200
ooooo ooooo

Note:

22 KINGBOARD CHEMICAL HOLDINGS LIMITED O OO0 D00



ANNUAL REPORT 2014



TSN

DIRECTORS’ REPORT
ooood

SHARE OPTIONS ooogn

Particulars of the share option schemes of the Company, EEIC and KLHL OJO0O0OEBEICODODOODODODOOODOODODOO
(including their vesting and exercise period) are set out in note 34 to the joooooooooomooooog
consolidated financial statements. 000340

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

QOutstanding QOutstanding
asat asat
112014 Transferred Granted Exercised Cancelled Lapsed 31122014
oooooo during during during during duing 000000
oooo the year the year the year the year theyear 0000000
oood goooo oooan ooooo ooooo ooooo oood
Category L: Directors gloooo
Mr. Cheung Kwok Wing goooo 3,360,000 - - - - - 3,360,000
Mr. Cheung Kwong Kwan goooa 3,120,000 - - - - - 3,120,000
Mr. Chang Wing Yiu ooooo 3,120,000 - - - - - 3,120,000
Mr. Ho Yin Sang (Note 1) gooomonio 3,120,000 - - - - - 3,120,000
Mr. Mok Cham Hung, Chadwick (Note2) ~ DOOOO020 3,120,000 - - - - (3,120,000) -
Ms. Cheung Wai Lin, Stephanie 0oooo 3,120,000 - - - - - 3,120,000
Mr. Cheung Ka Shing (Note 3) gooomons - 2,928,000 - - - - 2,928,000
18,960,000 2,928,000 - - - (3,120,000) 18,768,000
Category 2: Employees (Note 2) g20000o020 14,640,000 (2,928,000) - - - (2,928,000) 8,784,000
Total all categories oooooo 33,600,000 - - - - (6,048,000) 21,552,000
Notes: ooo
(1) In addition to 3,120,000 Share Options held by Mr. Ho Yin Sang, the spouse of Mr. (1) Ooo0ooooOoosg1zo00000 00000
Ho Yin Sang held 2,928,000 Share Options. None of such option was exercised. 0000000000 0o0o2928,000000
ooooooOoooooooOooo
(2) Mr. Mok Cham Hung, Chadwick resigned as a director on 1 August 2014 and one of 2) 000000o00oo0o0ooooooooon
the employees resigned on 1 September 2014 and their Share Options had lapsed. oo0o0ooOoU0oooUoooUooooooD
gooooooooo
3) Mr. Cheung Ka Shing was appointed as a director on 1 August 2014. (3) o00oooOoOoooOoooUoooUuoooD

oo
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SHARE OPT'ONS (continued)

The following table discloses movements in KLHL Share Options during the
year:

O000Oooo

gooooooooooobooooooooo

Outstanding Outstanding
as at as at
1.1.2014 Granted Exercised Cancelled Lapsed 31.12.2014
oooooo during during during during 000000
oooo the year the year the year theyear 00OOO0OOD
gooo goooo ooooo goooo goooo oooo
Directors and employees of KLHL gooooooo
(Note) omooo 100,000,000 - - - (19,000,000) 81,000,000
Total oo 100,000,000 - - - (19,000,000) 81,000,000

Note:  Among these KLHL Share Options, some of which were granted to a Director and
a Director’s associate. Please refer to page 21 for details. During the year ended 31
December 2014, two of the employees resigned and their KLHL Share Options had
lapsed.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

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

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 2014, the register of substantial shareholders maintained
by the Company pursuant to Section 336 of the SFO shows that, other than
the interests disclosed above in respect of certain Directors, the following
shareholders had notified the Company of relevant interests or short positions
in the issued share capital of the Company.

oo0 OoooOooooOooooOooooOoooon
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SUBSTANTIAL SHAREHOLDERS (continued)

Name of shareholder Nature of interest
oooo oooo

00 Oooo

Approximate

percentage

of the issued

share capital of

Number of issued the Company
Shares held oooo
goooo goood
good gooooo

Hallgain Management Limited (“Hallgain”) (Note 1)  Beneficial owner

oooid goooo
FMR LLC Investment manager
oooo
JPMorgan Chase & Co. (Note 2] 0 0 200 Investment manager
oooo

The letter “L” denotes a long position.

The letter “P” denotes interests in a lending pool.

As at 31 December 2014: (i) no shareholder of Hallgain was entitled to exercise, 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 were not accustomed to
act in accordance with any shareholder’s direction; and (i) Mr. Cheung Kwok Wing,
being a Director, was also a director of Hallgain.

JPMorgan Chase & Co. wholly controlled JPMorgan Chase Bank, N.A. and
JPMorgan Asset Management Holdings Inc.. JPMorgan Chase Bank, N.A. was
interested in 59,411,201 Shares as beneficial owner. JPMorgan Asset Management
Holdings Inc wholly controlled: (a) J.P. Morgan Investment Management Inc. J.P.
Morgan Investment Management Inc was interested in 150,000 Shares as beneficial
owner; (b) JPMorgan Asset Management International Limited. JPMorgan Asset
Management International Limited controlled JPMorgan Asset Management Holdings
(UK) Limited which in turn controlled JPMorgan Asset Management (UK) Limited,
which was interested in 148,000 Shares as beneficial owner; and (c) JPMorgan
Asset Management (Asia) Inc., which in turn wholly controlled JF Asset Management
Limited, which was interested in 582,061 Shares as beneficial owner.

JPMorgan Chase & Co. wholly controlled J.P. Morgan Broker-Dealer Holdings Inc.,
which in turn controlled J.P. Morgan Securities LLC which in turn controlled J.P.
Morgan Clearing Corp. J.P. Morgan Clearing Corp, which was interested in 191,900
Shares as beneficial owner.
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371,924,700 (L) 36.26(L)
102,560,000 (L) 9.99(L)
61,341,902 (L) 5.98(L)
59,411,201 (P) 5.79(P)

) oLmoooo

(P) gopOoOOOOOOOOO

ooo

(1) 0000000000000 O0()00 Hallgaind
O0O00OHalganD OOOOOOOOOOOO
0000000000000 00HalganO O
gooooooooooooooooomoo
000000 OHallgainOD 00O

(2) JPMorgan Chase & Co.0 O O O JPMorgan

Chase Bank, N.A. ] JPMorgan Asset
Management Holdings Inc. O JPMorgan
Chase Bank, N.A. 0 59,411,201 0 O O
0oo0oooooOoOooooooooo
JPMorgan Asset Management Holdings
Inc.0 O O 0O O (a) J.P. Morgan Investment
Management Inc O J.P. Morgan Investment
Management Inc 150,0000 0 0 00 OO
0oooo0ooooo0oo0ooo(b) JPMorgan
Asset Management International Limited O
JPMorgan Asset Management International
Limited O O JPMorgan Asset Management
Holdings (UK) Limited O O O O JPMorgan
Asset Management (UK) Limitedd JPMorgan
Asset Management (UK) Limited O 148,000
0o0o0o0oDo0oo0ooOooooooooo
0 O 0O (c) JPMorgan Asset Management
(Asia) Inc. O JPMorgan Asset Management
(Asia) Inc. 0 O O O JF Asset Management
Limited O JF Asset Management Limited O
582,0610 00000000000 OODOO
ooooo

JPMorgan Chase & Co.0J 0O O O J.P. Morgan
Broker-Dealer Holdings Inc.CJ [0 J.P. Morgan
Broker-Dealer Holdings Inc.00 O J.P. Morgan
Securities LLC, J.P. Morgan Securities LLC
0 O O J.P. Morgan Clearing Corp O J.P.
Morgan Clearing Corp 191,9000 0 00O
gooooooooooooooo
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SUBSTANTIAL SHAREHOLDERS (continueq) 00 Oooo
Notes: ooo

2) (continued) (2) ooao

JPMorgan Chase Bank, N.A. O O 0O O
J.P. Morgan International Inc. O O J.P.
Morgan International Inc.00 O O O Bank One
International Holdings Corporation, Bank
One International Holdings Corporation 0O
0 0 O O J.P. Morgan International Finance
Limited, J.P. Morgan International Finance
Limited O O O O O O (a) J.P. Morgan
Overseas Capital Corporation 0 O O O O
0O O O J.P. Morgan Whitefriars Inc. 0 O O
858,101 J 000000000 O0ODODODO
JO00oo0oo0oOo0oOd(b) d.p. Morgan Capital
Holdings LimitedO

J.P. Morgan Capital Holdings Limited O
0 O O J.P. Morgan Chase (UK) Holdings
Limited O O J.P. Morgan Chase (UK)
Holdings Limited O O O O O J.P. Morgan
Chase International Holdings O J.P.
Morgan Chase International Holdings O O
J.P. Morgan Securities Plc, J.P. Morgan
Securities Plc0 6390 0 00 0 0000
00000000000 0J.P. Morgan
Securities Plc O J.P. Morgan Chase
International Holdings 0 99.31%0 0 O O

ooooooooooooboOoboobooo
gooboooocooooboooooooooo
gooooooooboXxvOoozo3coooo
gooboooocooooboooooooooo
goboooboooboooosssguoooooboo
gooooooooooboboOoOOoOoO0oOoOoOoo
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(b)

(©

ooooooboooog
ooooooooooooooooo
OHalganD O OOOOOOD OO0
ooooooooOoOmoooooooo
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000000000000 HallgainO
ooooooooooooooono
ooooooooooooooooo
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CO NN ECTE D TRAN SACTl ONS (continued)

(¢) KLHL Purchase Framework Agreement (continued)
The transactions contemplated under the KLHL Purchase Framework
Agreement constituted continuing connected transactions for the
Company pursuant to Chapter 14A of the Listing Rules on the basis
that Hallgain is a substantial shareholder of the Company and hence a
connected person of the Company under the Listing Rules, and KLHL
is a subsidiary of the Company.

The annual cap and the actual transaction amount of the transactions
contemplated under the KLHL Purchase Framework Agreement for
the year ended 31 December 2014 are set out in the table below.
Details of the KLHL Purchase Framework Agreement were disclosed
in the circular of the Company dated 28 November 2013.

00 Oooo

(©)

goooboobobmoo
O0HalganD OO OO0OO0O0O00OO
ooooooooooooooooo
ooooooooooooooooo
gooooousAOCOOObOOobOO
goooooooooooooooo
ooooo

goooooooooooooooo
goooooooooooooooo
goooooooooooooooo
ooooooooooooooooo
goooooooooooooooo
ooooo

Amounts Annual caps
oo oooo
HK$’000 HK$’000
goo aogad
Purchase of copper balls and drill bits from goooooooooog 493,396 700,000
the Hallgain Group by the Group under the HalganD OOOOoOGOQOOQO
Purchase Framework Agreement
Sales of coppers and laminates to the Hallgain OO0 0000000 OCOO0OOO 715,918 1,200,000
Group by the KLHL Group under the KLHL J0D00O00OHalganOD O OO
Supply Framework Agreement gooooo
Purchase of drill bits and machineries fromthe OOOOO0O0O0O0O0O0OOOOOO 303,931 335,000

Hallgain Group by the KLHL Group underthe 00 0 0O 0O O Hallgaind O 0O O

KLHL Purchase Framework Agreement googdo

The amounts of the above transactions did not exceed the corresponding
annual caps for the financial year ended 31 December 2014 as announced
by the Group.

The independent non-executive Directors had reviewed the above continuing
connected transactions and confirmed that the transactions have been
entered into in the ordinary and usual course of business of the Group, on
normal commercial terms and that the terms thereof (including the relevant
annual caps as set out in the Company’s circular dated 28 November
2013) are fair and reasonable and in the interests of the Company and the
Shareholders as a whole after taking into account the factors stated in the
circular.
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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.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the year
ended 31 December 2014.

DONATIONS

During the year, the Group made charitable and other donations amounting
to HK$8,226,000.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales or purchases attributable to the Group’s
five largest customers combined or suppliers combined were less than 30%
of the Group’s sales or purchases respectively.

AUDITOR

A resolution will be submitted to the annual general meeting to re-appoint
Messrs. Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board
Cheung Kwok Wing
CHAIRMAN

16 March 2015
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CORPORATE GOVERNANCE REPORT
Joooogd

The Board of the Company 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.

In the opinion of the Directors, the Company has complied with the applicable
code provisions as set out in the CG Code through out the year ended
31 December 2014, save for the deviation that the non-executive Director
(namely, Mr. Chan Wing Kwan, who ceased to be a non-executive Director
with effect from 1 August 2014) and independent non-executive Directors
are not appointed for specific terms pursuant to paragraph A.4.1 of the CG
Code. Notwithstanding the aforesaid deviation, all the Directors (including
the non-executive Director (namely, Mr. Chan Wing Kwan, who ceased to be
a non-executive Director with effect from 1 August 2014) and independent
non-executive Directors) are subject to retirement by rotation and re-
election at the Company’s annual general meeting in compliance 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 CG Code.

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 (who ceased to be a non-executive Director with effect from
1 August 2014) and all independent non-executive Directors of the Company
have no fixed term of service with the Company and are 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.
Their appointments without a specific term are deviation from paragraph
A.4.1 of the CG Code. No replacement of the position of Managing Director
had been appointed since Mr. Chan’s resignation from such position until
Mr. Chang Wing Yiu, an executive Director, took up the role as a Managing
Director with effect from 1 August 2014. As such there was a deviation from
paragraph A.2.1 of the CG Code (which requires that the roles of chairman
and chief executive officer should not be performed by the same individual)
during the period between 1 January 2014 and 31 July 2014.

In addition to the CG 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.

gboooooocobooobocooooooooo
gboooooocobooobocooooooooo
gboooooocobooobocooooooooo
gboooooocobooobocooooooooo
oooo

gobooocooooomooocooooboo
gobooocoooobooooobooomoboo
gboooooobooooobodooooooA4a
gboooooocOooooboooooooooo
gboooooocOooooboooooooooo
gooobooooOoooobocooooooooo
gobooocooooooomooooooboo
cooooooooooooobobooooobo
gboooboomoobooboomoooo
gooobooooOoooobocooooooooo
gooobooooOoooobocooooooooo
gboooboooocooooboooooooooo
goooooooooooooooboo

gboooboooocooooboooooooooo
goooooocobooobcooooooooo
goooooocobooobcooooooooo
goooooocobooobcooooooooo
gobomooooboooooocooooboo
gbobomooooobooooboboooooo
goooooocobooobcooooooooo
goooboooocobooobooboooooooo
goooboooocobooobooboooooooo
goooooooobooooA4100000O
gboooboooocOoboooboooooooooo
gboooboooocOoboooboooooooooo
gboooboooocOoboooboooooooooo
gboooboooocOoboooboooooooooo
goooooooobobobA21mobo0On
goooooooooooooocodm

gboooboooocOoboooboooooooooo
gobooobotouooooooooooo

MooboooOooooooooboooooo
gbooobooooooooboooooooooo
gbooobooooooooboooooooooo
oooooooo

ANNUAL REPORT 2014 33



CORPORATE GOVERNANCE REPORT
gooooo

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.

A. 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. DlRECTORS (continued) A. O Oooo
The Board (continued) Od0ooo

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:

ooooooooooooooono
ooooooooooooooooo
ooooooooo

Audit Nomination ~ Remuneration
Board Committee Committee Committee
Meeting Meeting Meeting Meeting
ood ooooo ooooo ooooo
od oad oo oo
Number of Meeting oooo 4 3 2 2
Executive Directors oooo
Cheung Kwok Wing (Chairman) oowoon 4 - - -
Chang Wing Yiu (Managing Director) oo0wooooon 4 - - -
Cheung Kwong Kwan ooo 4 - - -
Ho Yin Sang ooo 4 - - -
Cheung Wai Lin, Stephanie ooo 4 - - -
Chen Maosheng ooo 4 - - -
Cheung Ka Shing ooo
(appointed on 1 August 2014) 00ooooooooooooon 2 - - -
Mok Cham Hung, Chadwick ooo
(resigned on 1 August 2014) jooooooooooooo 2 - - -
Non-executive Director ooooo
Chan Wing Kwan ooo
(retired on 1 August 2014) jooooooooooooo 2 - - -
Independent non-executive Directors 0000000
Cheng Wai Chee, Christopher ooo 3 - - -
Lai Chung Wing, Robert ooo 4 3 2 2
Tse Kam Hung ood 4 3 2 2
Tang King Shing ooo 4 3 2 2

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.

The Board is responsible for performing the functions set out in D.3.1
of the CG Code.

During the year under review, the Board met once to review the
Company’s corporate governance policies and practices, training
and continuous professional development of Directors and senior
management, the Company’s policies and practices on compliance
with legal and regulatory requirements, the compliance of the Model
Code and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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A.

DlRECTORS (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:

. scheduling 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;

. preparing meeting agenda after consultation with the
Managing Director;

. exercising 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

. assisting 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.
Mr. Chang Wing Yiu, an executive Director, took up the role as a
Managing Director with effect from 1 August 2014.
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A.

DlRECTORS (continued)

Board composition

The Board currently comprises eleven members, seven of whom are
executive Directors and four of whom are independent non-executive
Directors who are expressly identified in all corporate communications
that disclose the names of the Directors. 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)
Chang Wing Yiu (Managing Director)
Cheung Kwong Kwan

Ho Yin Sang

Cheung Wai Lin, Stephanie

Chen Maosheng

Cheung Ka Shing

Independent non-executive Directors
Cheng Wai Chee, Christopher

Tang King Shing

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. Cheung Ka Shing is the son
of Mr. Cheung Kwok Wing, the nephew of Ms. Cheung Wai Lin,
Stephanie and Mr. Cheung Kwong Kwan and the nephew-in-law of
Mr. Chang Wing Yiu and Mr. Ho Yin Sang.

During the year under review, the non-executive Director and the
independent non-executive Directors 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 CG Code, sufficient measures
have been taken to ensure that the Company’s corporate governance
practices are no less exacting than those in the CG Code.
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A.

DlRECTORS (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 (who ceased to be a non-executive Director
with effect from 1 August 2014) had no fixed term of service with the
Company as a non-executive Director and was 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 was a deviation
from paragraph A.4.1 of the CG Code. No replacement of the
position of Managing Director had been appointed since Mr. Chan’s
resignation from such position until Mr. Chang Wing Yiu, an executive
Director, took up the role as a Managing Director with effect from 1
August 2014. As such there was a deviation from paragraph A.2.1
of the CG Code (which requires that the roles of chairman and chief
executive officer should not be performed by the same individual)
during the period between 1 January 2014 and 31 July 2014.

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 eleven 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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A.

DlRECTORS (continued)

Appointment, re-election and removal

The Company’s Atrticles 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 due diligence given his own
expertise, qualification and professionalism.
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A. DlRECTORS (continued) A. O Oooo
Responsibilities of Directors (continued) odooao

40 KINGBOARD CHEMICAL HOLDINGS LIMITED OO 00O O

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.

According to A.6.5 of the CG Code, Directors should participate in
appropriate continuous professional development to develop and
refresh their knowledge and skills to ensure that their contribution to
the Board remains informed and relevant.

A briefing session was organised for the Directors for the year
under review to update the Directors on the latest Listing Rules and
statutory disclosure obligation for listed companies to disclose inside
information under Part XIVA of the SFO.

During the year under review, the Directors also participated in the
following trainings:
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Attending or participating in
the briefing session/seminars/
programmes relevant to

the business/directors’ duties
gobooooboo
ooooooooo

Name of Directors goood oooooo
Executive Directors oooo

Cheung Kwok Wing (Chairman) oo0wooo v
Chang Wing Yiu (Managing Director) oowoooooo v
Cheung Kwong Kwan 0ooo v
Ho Yin Sang ooo v
Cheung Wai Lin, Stephanie 0ooo v
Chen Maosheng ooo v
Cheung Ka Shing (appointed on 1 August 2014) J0@oooooooooooooog v
Mok Cham Hung, Chadwick (resigned on 1 August 2014) 00@oooooooooooog v
Non-executive Director ooooo

Chan Wing Kwan (retired on 1 August 2014) 00Mo0oo0oooooooooo v
Independent non-executive Directors ooooooo

Cheng Wai Chee, Christopher ooo v
Lai Chung Wing, Robert 0ooo v
Tse Kam Hung ooo v
Tang King Shing ooo v

The Directors confirmed that they have complied with A.6.5 of the CG

Code on Directors’ training.
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A.

DlRECTORS (continued)

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.

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

A.
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B.

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

The level and make-up of remuneration and disclosure

(continued)

. 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

. 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 nhamed basis
for the year under review is set out on pages 125 to 128 in Note
13 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
performance, and the remuneration policy and packages for all
Directors and senior management including the remuneration
package for Mr. Cheung Ka Shing, who was appointed as an
executive Director on 1 August 2014, were considered.
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C.

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 the Independent Auditor’s Report on
pages 51 and 52 of this annual report.

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

. 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;

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

. 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

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