DIRECTORS’ REPORT
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The directors have pleasure in presenting their report and the
audited financial statements of the Company for the year ended
31 December 2003.
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PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its principal
subsidiaries (hereinafter the subsidiaries together with the
Company are collectively referred to as the “Group”) are engaged
in the manufacture of laminates, copper foil, glass fabric, glass
yarn, bleached kraft paper, printed circuit boards and chemicals.
Most of the copper foil, glass fabric, glass yarn and bleached
kraft paper produced are used by the Group in its manufacturing
of laminates.

The Group maintains its head office in Hong Kong while its
production facilities are located in other areas of the People’s
Republic of China (the “PRC").
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RESULTS AND DIVIDENDS
The results of the Group for the year are set out in the

consolidated income statement on page 28.

An interim dividend of 5 cents per share was paid to the holders
of the Company’s ordinary shares during the year. The directors
recommend the payment of a final dividend of 10 cents per
ordinary share, making a total of 15 cents per ordinary share for

the year.
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SHARE CAPITAL
Details of the movements in the issued share capital of the
Company for the year are set out in note 27 to the financial

statements.
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RESERVES

Details of the movements during the year in the reserves of the
Group and of the Company are set out in the consolidated
statement of changes in equity and note 30 to the financial

statements respectively.

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 2003, the sum of the retained profits, the share
premium and the special surplus account of the Company

amounted to approximately HK$1,446 million.
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INVESTMENT PROPERTIES
The Group’'s investment properties were revalued as at 31
December 2003. The surplus arising on revaluation of

approximately HK$1,015,000 is credited to the income statement.
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OTHER PROPERTIES, PLANT AND EQUIPMENT

Expenditure of approximately HK$1,123 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 15 to the financial statements.
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PRINCIPAL SUBSIDIARIES
Details of the Company’s principal subsidiaries at 31 December

2003 are set out in note 39 to the financial statements.
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DONATIONS
During the year, the Group made charitable and other donations
totalling approximately HK$1,075,000.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS | BEEREEZRBAN

The directors of the Company during the year and up to the

date of this report were:

Executive directors:

Mr. Cheung Kwok Wing (Chairman)

Mr. Chan Wing Kwan (Managing Director)
Mr. Lam Ka Po

Mr. Cheung Kwok Keung

Mr. Cheung Kwok Wa

Mr. Cheung Kwong Kwan

Mr. Cheung Kwok Ping

Mr. Chang Wing Yiu

Mr. Mok Cham Hung, Chadwick

Non-executive directors:

Mr. Tsao Kwang Yung, Peter, CBE, CPM

Mr. Cheng Ming Fun, Paul (appointed on 1 May 2003)
Mr. Lau Tai Chim

Mr. Lum Gum Wun

In accordance with Article 92 of the Company’s Articles of
Association, Messrs. Lum Gum Wun, Lam Ka Po and Mok Cham
Hung, Chadwick retire by rotation and, being eligible, will offer
themselves for re-election.

In accordance with Article 84 of the Company’s Articles of
Association, Mr. Cheng Ming Fun, Paul will retire and being

eligible, will offer himself for re-election.

The term of office of each non-executive director is the period
up to his retirement by rotation in accordance with the Company’s
Articles of Association.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not terminable
within one year without payment of compensation (other than

statutory compensation).
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES | BERFETBRAEZROES

At 31 December 2003, the interests of the directors, chief W_ZEE=ZF+-_A=+—H BF BT
executives and their associates in the shares, underlying shares WA B RIKEZBE AR D RS E AR

and convertible bonds of the Company and its associated EoRpD HEAROKAIBRBRESFFHEE 2
corporations, as recorded in the register maintained by the o SRR 5 R A E IR A E 35218 A H A
Company pursuant to Section 352 of the Securities and Futures ZiGFmERM e R KRB LELTARE
Ordinance (the “SFO"), or as otherwise notified to the Company FETEFRGZERESTUNAENEARARTR
and The Stock Exchange of Hong Kong Limited (the “Stock BEAMAERIMBERAR ([BM]) 2%
Exchange”) pursuant to the Model Code for Securities HAAT:

Transactions by Directors of Listed Companies were as follows:

Long position =)
(a)  Ordinary shares of HK$0.10 each of the Company (@) AREEFKREEO10ETT.Z BHR

Number of issued
ordinary shares held

FREERTEERYE

Interest in Percentage of
underlying the issued
shares pursuant share capital of
to share options the Company
REBRE Beneficial EARATE
iE] owner BITRE
Name of director ExEpng BR#% 2z BEREAA ZBEDH

(Note)

(Kiat)
Mr. Cheung Kwok Wing REIR K& 4,009,000 2,567,060 0.40%
Mr. Chan Wing Kwan PR oK 88 5 & 4,458,000 1,931,400 0.30%
Mr. Lum Gum Wun MBI L& - 2,068,400 0.32%
Mr. Lam Ka Po MRELE 4,991,000 223,520 0.03%
Mr. Cheung Kwok Keung of B 58 5E A 4,991,000 826,700 0.13%
Mr. Cheung Kwok Wa REE LA 4,740,000 1,462,200 0.22%
Mr. Cheung Kwong Kwan RETLE 4,851,000 549,620 0.08%
Mr. Cheung Kwok Ping ok B F 5 A& 4,795,000 1,538,260 0.24%
Mr. Chang Wing Yiu xR K E 5,075,000 510,500 0.08%
Mr. Mok Cham Hung, Chadwick REELEE - 600,000 0.09%
Mr. Tsao Kwang Yung, Peter BELEE - - -
Mr. Cheng Ming Fun, Paul AL E - - -
Mr. Lau Tai Chim BRBERE - - -
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| DIRECTORS* AND CHIEF EXECUTIVES’ INTERESTS IN SHARES | EERIEFBABZROEE (£)
(continued)
(b)  Non-voting deferred shares of HK$1 each of Kingboard b)) RAEARBIZEWEANGEHEERE
Laminates Limited, a wholly-owned subsidiary of the R m]EREE1E T 7 B EEE
Company G 7 #aw
Capacity Number of shares held

Name of director EERE EmME KRGS E

Mr. Cheung Kwok Wing RE LA Beneficial owner 1,904,400
BEmEAA

Mr. Chan Wing Kwan PR oK 8B o0 A Beneficial owner 1,481,200
BEmEAA

Mr. Lum Gum Wun MAR B 7 & Beneficial owner 1,058,000
BEmEA A

Mr. Lam Ka Po MRELE Beneficial owner 581,900
BEmEAA

Mr. Cheung Kwok Keung o B 04 %% A Beneficial owner 529,000
BEmEAA

Mr. Cheung Kwok Wa REZELA Beneficial owner 1,058,000
BE=mEA A

Mr. Cheung Kwong Kwan RET LA Beneficial owner 846,400
BEmEA A

Mr. Cheung Kwok Ping ok B S % A Beneficial owner 952,200
BE=mEAA

Mr. Chang Wing Yiu B 5K 8 5 A Beneficial owner 423,200
BE=mEAA

Note: Wi &t -

The interests are by virtue of share options granted to directors ZERRENEEN _TE_F+A+—

on 11 October 2002, which entitle the relevant directors to BERTZEREMES ZSERER

subscribe for shares in the Company at an exercise price of TEBREZEEN R_ZT_F+A+TH

HK$3.74 per share during the period from 15 October 2002 to HE-_Z——_F+tHA-_HHHNUER374

2 July 2012. BILZTERERBEARRARSD

Other than as disclosed above, none of the directors, chief BREXEEBEEN RZTTE=F+=A=

executives nor their associates had any interests or short positions +—H BEEE ZZTHRABRESY

in any shares, underlying shares or debentures of the Company AR R A ARBOEE 2 iR 48

or any of its associated corporations as at 31 December 2003. RGO KEHFEEERERIOXE
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SHARE OPTIONS | ErERE

Particulars of the Company’s share option schemes are set out in RATBEBREZSHFBHRTBRE
note 28 to the financial statements. MI5E280

The following table discloses movements in the share options of

the Company’s directors granted on 11 October 2002:

Exercisable

period
Name A TS
Mr. Cheung Kwok Wing REKSE 15.10.2002 - 2.7.2012
Mr. Chan Wing Kwan PR Ak 88 5 & 15.10.2002 - 2.7.2012
Mr. Lam Ka Po MERBRE 15.10.2002 - 2.7.2012
Mr. Cheung Kwok Keung ~ REE %4 15.10.2002 - 2.7.2012
Mr. Cheung Kwok Wa REERE 15.10.2002 - 2.7.2012
Mr. Cheung Kwong Kwan  REE X4 15.10.2002 - 2.7.2012
Mr. Cheung Kwok Ping o B 5 A& 15.10.2002 - 2.7.2012
Mr. Chang Wing Yiu WK RBEE 15.10.2002 - 2.7.2012

The closing price of the Company’s shares immediately before

the date on which the options were exercised was HK$6.55.

TREBAANEFR BT _F+A+—
B 15 2 8 55 R AR 4 2

Outstanding Exercised Outstanding
at 1.1.2003 during  at 31.12.2003
R=BE= the year RZ-ZZEZE=
—A—H ERAEE +t=ZA=t—-H
& R AT i e R AT 12
5,300,000 (1,291,000) 4,009,000
5,300,000 (842,000) 4,458,000
5,300,000 (309,000) 4,991,000
5,300,000 (309,000) 4,991,000
5,300,000 (560,000) 4,740,000
5,300,000 (449,000) 4,851,000
5,300,000 (505,000) 4,795,000
5,300,000 (225,000) 5,075,000
42,400,000 (4,490,000) 37,910,000
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ARRANGEMENTS TO PURCHASE SHARES

Save for the options 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 of the Company to acquire
benefits by means of the acquisition of shares in, or debentures

of, the Company or any other body corporate.
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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.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2003, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
show that, other than the interests disclosed above in respect of
directors, the following shareholders had notified the Company

of relevant interests in the issued share capital of the Company:

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

Name of shareholder Notes Nature of interest

BREREZE Bt & ERME

Hallgain Management Limited (a) Beneficial owner
ExnEAA

The Capital Group Companies, Inc. (b) Investment manager
"EKE

FMR Group (c) Investment manager
"EKE

Notes:

€)] Hallgain Management Limited is owned as to 22% by Mr. Cheung
Kwok Wing, 15% by Mr. Chan Wing Kwan, 10% by Mr. Lum
Gum Wun, 5.5% by Mr. Lam Ka Po, 5.5% by Mr. Cheung Kwok
Keung, 10% by Mr. Cheung Kwok Wa, 8% by Mr. Cheung Kwong
Kwan, 9% by Mr. Cheung Kwok Ping and 5% by Mr. Chang
Wing Yiu.

(b) The interests are indirectly held by The Capital Group Companies,
Inc. through its 100% controlled corporations, namely Capital
Research and Management Company and Capital Guardian Trust
Company.

(0 The interest are indirectly held by FMR Corp through its 100%
controlled corporations, namely Fidelity Management & Research
Company and Fidelity Management Trust Company.

Other than as disclosed above, the Company has not been notified
of any other interests or short positions in the issued share capital

of the Company as at 31 December 2003.
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Percentage

Number of of the issued
issued ordinary share capital of
shares held the Company
BT EELARE BT
ZTER#E NI o
234,635,800 36.18%
67,934,400 10.47%
61,322,800 9.45%

EE

(a) Hallgain Management Limited% Bl f 3k B
BHHEQ2%) « BRKEELEE(15%) + MABTEST
H£(10%) * MRE K 4E(5.5%) « REMEE
(5.5%)  REFELE(10%) REFXAE
(8%) + BRER T 55 A4 (9%) I BB 5Kk 2 %% £ (5%)
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(b) ZEETBThe Capltal Group Companies,
Inc.i& B HE 8 100% 12 % # 2 A & Capital
Research and Management Company &
Capital Guardian Trust Companyf &5 -

() ZEHZEHAFMR Corp BB EHE B 100%12
%l # 2 A Al Fidelity Management &
Research Company [ Fidelity Management
Trust Company@ 5 »
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Hallgain Management Limited & 3k 9k & 48
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such loan facilities and the obligations imposed on the controlling wm:

Hallgain Management Limited and/or Mr. Cheung Kwok Wing
and certain directors of the Company and their relatives have
undertakings to maintain, directly and indirectly, certain
percentage shareholdings in the Company as a condition under

which certain bank loans are made to the Group. The extent of

shareholders are as follows:

Amount of
the bank loan Date by Minimum
outstanding at which the percentage
31 December 2003 loan will be shareholding

R=-TE= wholly repayable to be maintained
+=-—BA=+-—H BEETHHEE BHEEZ
R 2 BT EN BEXRzAH SEREFTI L
HK$
AT
Facility 1 191,000,000 June 2005 35%
EXRRE— —ETHEXNA
Facility 2 85,000,000 December 2005 35%
EXRmE = —ETRE+-A
Facility 3 100,000,000 November 2007 30%
ERmE= —ZTT+F+—A
Facility 4 850,000,000 March 2007 30%
EXREE M —TT+F=A
1,226,000,000
MAJOR CUSTOMERS AND SUPPLIERS  XEEFREES

RERN AEBRERATPRHER 22
HERIBER IR AEB 2 HERIE
%’i%ﬁi%%o

During the year, the aggregate sales or purchases attributable to
the Group’s five largest customers or suppliers were less than

30% of the Group's sales or purchases respectively.
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CONNECTED TRANSACTIONS

During the year, Techwise Circuits Company Limited (“Techwise"”)
and its subsidiaries sold printed circuit boards and other related
products amounting to approximately HK$38,722,000 and paid
rental and management fees amounting to approximately
HK$8,297,000 to associated corporations of Legend Group
Limited, a substantial shareholder of Techwise. In the opinion of
the Company’s independent non-executive directors, these
transactions were entered into in the ordinary and usual course
of the Group’s business, conducted on normal commercial terms
that are fair and reasonable so far as the shareholders of the
Company are concerned and are in accordance with the terms of
the contracts governing these transactions. The sales of printed
circuit boards and other related products and the payment of
rental and management fees by the Group did not exceed the
amounts which were approved by the shareholders of the

Company at an annual general meeting held on 28 August 2002.

During the year, Techwise sold printed circuit boards amounting
to approximately HK$266,953,000, purchased laminates
amounting to approximately HK$30,995,000 and paid
sub-contracting charges of approximately HK$12,612,000 to Shirai
Electronics Industrial Co., Ltd., a substantial shareholder of
Techwise Shirai Circuits Limited, a 70% owned subsidiary of
Techwise.

Other than disclosed above, the Company and some of its wholly-
owned subsidiaries also provided guarantees to financial
institutions to secure general credit facilities for certain non-
wholly owned subsidiaries, namely, Kingboard Copper Foil
Holdings Limited and Techwise in the amounts of
HK$115,000,000 and HK$40,000,000 respectively.
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POST BALANCE SHEET EVENT
Details of a significant event occurring after the balance sheet
date are set out in note 38 to the financial statements.
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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.

| B

(EEI BB BN ADEDIL M @ R T
fAY TR o - MR N ) 2 8 A A R A R
BREZ BT

CORPORATE GOVERNANCE
The Company has complied throughout the year with the Code
of Best Practice as set out in Appendix 14 of the Rules Governing

the Listing of Securities on the Stock Exchange.
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AUDITORS
A resolution to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditor of the Company will be submitted at the annual general

meeting of the Company.

On behalf of the Board
Cheung Kwok Wing

Chairman

18 March 2004
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