GENERAL

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

The consolidated financial statements are presented in
Hong Kong Dollars, which is the same as the functional
currency of the Company.

The principal activities of the Group are the manufacture
of laminates, copper foil, glass fabric, glass yarn,
bleached kraft paper, printed circuit boards (“PCBs”),
chemicals, liquid crystal displays (“LCDs") and magnetic
products.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations (“INTS”)
(hereinafter collectively referred to as “new HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) that are effective for
accounting periods beginning on or after 1 January
2005. The application of the new HKFRSs has resulted
in a change in the presentation of the consolidated
income statement, consolidated balance sheet and
consolidated statement of changes in equity. In
particular, the presentation of minority interests and
share of tax of jointly controlled entities have been
changed. The changes in presentation have been
applied retrospectively. The adoption of the new
HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have an
effect on how the results for the current and prior
accounting periods are prepared and presented.
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For the Year ended 31 December 2005 # %

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Business combinations

In the current year, the Group has applied HKFRS 3
Business Combinations which is effective for business
combinations for which the agreement date is on or
after 1 January 2005. The principal effects of the
application of HKFRS 3 to the Group are summarised
below:

Goodwill

In previous years, goodwill arising on acquisitions prior
to 1 January 2001 was held in reserves, and goodwill
arising on acquisitions after 1 January 2001 was
capitalised and amortised over its estimated useful life.
The Group has applied the relevant transitional
provisions in HKFRS 3. Goodwill previously recognised
in reserves of HK$791,000 as at 1 January 2005
continues to be held in reserves and will be transferred
to the retained earnings of the Group at the time when
the business to which the goodwill relates is disposed
of or when a cash-generating unit to which the goodwill
relates becomes impaired. With respect to goodwill
previously capitalised on the balance sheet, the Group
on 1 January 2005 eliminated the carrying amount of
the related accumulated amortisation of HK$56,275,000
with a corresponding decrease in the cost of goodwill
(see Notes 19 and 24). The Group has discontinued
amortising such goodwill from 1 January 2005 onwards
and such goodwill will be tested for impairment at least
annually. Goodwill arising on acquisitions after 1 January
2005 is measured at cost less accumulated impairment
losses (if any) after initial recognition. As a result of
this change in accounting policy, no amortisation of
goodwill has been charged in the current year.
Comparative figures for 2004 have not been restated
(see Note 2A for the financial impact).
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Business combinations (continued)

Goodwill (continued)

In the current year, the Group has also applied HKAS
21 The Effects of Changes in Foreign Exchange Rates
which requires goodwill to be treated as assets and
liabilities of the foreign operation and translated at
closing rate at each balance sheet date. Previously,
goodwill arising on acquisitions of foreign operations
was reported at the historical rate at each balance sheet
date. In accordance with the relevant transitional
provisions in HKAS 21, goodwill arising on acquisitions
prior to 1 January 2005 is treated as a non-monetary
foreign currency item. Therefore, no prior period
adjustment has been made.

Excess of the Group’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (previously known as “negative
goodwill”)

In accordance with HKFRS 3, any excess of the Group’s
interest in the net fair value of acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost
of acquisition is recognised immediately in profit or
loss in the period in which the acquisition takes place.
In previous periods,
acquisitions after 1 January 2001 was presented as a
deduction from assets and released to income based

negative goodwill arising on

on an analysis of the circumstances from which the
balance resulted. The Group has no negative goodwill
carried on the consolidated balance sheet on 1 January
2005. The adoption of the standard has had no impact
to the Group.
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For the Year ended 31 December 2005 # %

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Share-based payments

In the current year, the Group has applied HKFRS 2
Share-based Payment which requires an expense to be
recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares
(“equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares
or rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation
to the expensing of the fair value of directors’ and
employees’ share options of the Company and its
subsidiaries, determined at the date of grant of the
share options, over the vesting period. Prior to the
application of HKFRS 2, the Group did not recognise
the financial effect of these share options until they
were exercised. The Group has applied HKFRS 2 to
share options granted on or after 1 January 2005. In
relation to share options granted before 1 January 2005,
the Group has not applied HKFRS 2 to share options
granted on or before 7 November 2002 and share
options granted after 7 November 2002 and had vested
before 1 January 2005 in accordance with the relevant
transitional provisions.

The adoption of HKFRS 2 has an impact on the results
of the Group for the accounting period beginning on 1
January 2005. In relation to the expensing of the fair
value of directors’ and employees’ share options of Elec
& Eltek International Company Limited (“EEIC”), a public
company whose shares are listed on the Singapore
Exchange Securities Trading Limited and a 70.19%
owned subsidiary of the Company, granted under The
Elec & Eltek Employees’ Share Option Scheme (the
“EEIC Scheme”), an amount of approximately
HK$3,047,000 representing the estimated fair value of
the share options granted under the EEIC Scheme and
accepted by its eligible employees on 24 June 2005
and 29 September 2005, was charged to the
consolidated income statement during the year, with a
corresponding credit to the share option reserve.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial instruments

In the current year, the Group has applied HKAS 32
Financial Instruments: Disclosure and Presentation and
HKAS 39 Financial Instruments:
Measurement.

Recognition and
HKAS 32 requires retrospective
application. The application of HKAS 32 has had no
material effect on the presentation of financial
instruments in the consolidated financial statements of
the Group. HKAS 39, which is effective for annual
periods beginning on or after 1 January 2005, generally
does not permit the recognition, derecognition or
measurement of financial assets and liabilities on a
retrospective basis. The principal effects resulting from
the implementation of HKAS 39 are summarised below.

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional
provisions in HKAS 39 with respect to the classification
and measurement of financial assets and financial
liabilities that are within the scope of HKAS 39.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial instruments (continued)

Classification and measurement of financial assets and
financial liabilities (continued)

By 31 December 2004, the Group classified and
measured its debt and equity securities in accordance
with the benchmark treatment of Statement of Standard
Accounting Practice 24 (“SSAP 24"). Under SSAP 24,
investments in debt or equity securities are classified

noou

as “investment securities”, “other investments” or “held-
to-maturity investments” as appropriate. “Investment
securities” are carried at cost less impairment losses
(if any) while “other investments” are measured at fair
value, with unrealised gains or losses included in profit
or loss. Held-to-maturity investments are carried at
amortised cost less impairment losses (if any). From 1
January 2005 onwards, the Group has classified and
measured its debt and equity securities in accordance
with HKAS 39. Under HKAS 39, financial assets are
classified as “financial assets at fair value through profit

n o

or loss”, “available-for-sale financial assets”, “loans and

receivables”, or “held-to-maturity financial assets”.
“Financial assets at fair value through profit or loss”
and “available-for-sale financial assets” are carried at
fair value, with changes in fair values recognised in
profit or loss and equity respectively. Available-for-sale
equity investments that do not have quoted market
prices in an active market and whose fair value cannot
be reliably measured and derivatives that are linked to
and must be settled by delivery of such unguoted equity
instruments are measured at cost less impairment after
initial recognition. “Loans and receivables” and “held-
to-maturity financial assets” are measured at amortised
cost using the effective interest method after initial
recognition.

On 1 January 2005, the Group classified and measured
its debt and equity securities in accordance with the
transitional provisions of HKAS 39. An adjustment of
HK$41,465,000 to the previous carrying amounts of
assets at 1 January 2005 has been made to the Group’s
investment revaluation reserve.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial instruments (continued)

Financial assets and financial liabilities other than debt
and equity securities

From 1 January 2005 onwards, the Group has classified
and measured its financial assets and financial liabilities
other than debt and equity securities (which were
previously outside the scope of SSAP 24) in accordance
with the requirements of HKAS 39. As mentioned above,
financial assets under HKAS 39 are classified as
“financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and
receivables” or “held-to-maturity financial assets”.
Financial liabilities are generally classified as “financial
liabilities at fair value through profit or loss” or “other
financial liabilities”. Financial liabilities at fair value
through profit or loss are measured at fair value, with
changes in fair value being recognised in profit or loss
directly. Other financial liabilities are carried at
amortised cost using the effective interest method after
initial recognition. This change has had no material

effect on the results for the current year.

Derivatives and hedging

From 1 January 2005 onwards, all derivatives that are
within the scope of HKAS 39 are required to be carried
at fair value at each balance sheet date regardless of
whether they are deemed as held for trading or
designated as effective hedging instruments. Under
HKAS 39, derivatives (including embedded derivatives
separately accounted for from the non-derivative host
contracts) are deemed as held-for-trading financial
assets or financial liabilities, unless they qualify and
are designated as effective hedging instruments. The
corresponding adjustments on changes in fair values
would depend on whether the derivatives are designated
as effective hedging instruments and if so, the nature
of the item being hedged. For derivatives that are
deemed as held for trading, changes in fair values of
such derivatives are recognised in profit or loss for the
period in which they arise.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial instruments (continued)

Derivatives and hedging (continued)

There are three types of hedge relationships under
HKAS 39, including fair value hedges, cash flow hedges
and net investment hedges. The Group uses derivative
financial instruments (interest rate swaps) to hedge its
exposure against interest rate risk. Such derivatives are
measured at fair value regardless of whether they are
designated as effective hedging instruments. For cash
flow hedges, changes in the fair value of the effective
portion of hedging instruments are recognised initially
in equity and 'recycled’ into the consolidated income
statement when the hedged items affect profit or loss.
Changes in the fair value of the ineffective portion of
hedging instruments are recognised directly in profit or
loss.

The Group has applied the relevant transitional
provisions in HKAS 39. For derivatives that do not meet
the requirements of hedge accounting in accordance
with HKAS 39, the Group has, from 1 January 2005
onwards, deemed such derivatives as held for trading.
For hedges that meet the requirements of hedge
accounting set out in HKAS 39, the Group has, from 1
January 2005 onwards, applied hedge accounting in
accordance with HKAS 39 to account for such hedges.
For derivatives that are designated as cash flow hedging
instruments, on 1 January 2005, the Group recognised
the fair value on that date, amounting to
HK$89,795,000, in the Group’s hedging reserve (see
Note 2A for the financial impact).
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial instruments (continued)

Derecognition

HKAS 39 provides more rigorous criteria for the
derecognition of financial assets than the criteria applied
in previous periods. Under HKAS 39, a financial asset
is derecognised, when and only when, either the
contractual rights to the asset’s cash flows expire, or
the asset is transferred and the transfer qualifies for
derecognition in accordance with HKAS 39. The
decision as to whether a transfer qualifies for
derecognition is made by applying a combination of
risks and rewards and control tests. The Group has
applied the relevant transitional provisions and applied
the revised accounting policy prospectively to transfers
of financial assets from 1 January 2005 onwards. This
change has had no material effect on the results for
the current year.

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and
buildings were included in other properties, plant and
equipment and measured using the cost model. In the
current year, the Group has applied HKAS 17 Leases.
Under HKAS 17, the land and buildings elements of a
lease of land and buildings are considered separately
for the purposes of lease classification, unless the lease
payments cannot be allocated reliably between the land
and buildings elements, in which case, the entire lease
is generally treated as a finance lease. To the extent
that the allocation of the lease payments between the
land and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are
carried at cost and are released to the consolidated
income statement on a straight-line basis over the lease
term. This change in accounting policy has been applied
retrospectively. Alternatively, where the allocation
between the land and buildings elements cannot be
made reliably, the leasehold interests in land continue
to be accounted for as other properties, plant and
equipment. This has no material effect on the owner-
occupied leasehold interest in land at 1 January 2005
and thus no adjustment has been made to the Group’s
retained profits.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Investment properties

In the current year, the Group has, for the first time,
applied HKAS 40 Investment Property. The Group has
elected to use the fair value model to account for its
investment properties which requires gains or losses
arising from changes in the fair value of investment
properties to be recognised directly in profit or loss for
the year in which they arise. In previous years,
investment properties under the predecessor Standard
were measured at open market values, with revaluation
surplus or deficits credited or charged to investment
property revaluation reserve unless the balance on this
reserve was insufficient to cover a revaluation decrease,
in which case the excess of the revaluation decrease
over the balance on the investment property revaluation
reserve was charged to the consolidated income
statement. Where a decrease had previously been
charged to the consolidated income statement and a
revaluation surplus subsequently arose, that increase
was credited to the consolidated income statement to
the extent of the decrease previously charged. The
Group has applied the relevant transitional provisions
in HKAS 40 and elected to apply HKAS 40 from 1
January 2005 onwards. This has no material effect on
the investment properties at 1 January 2005 and thus
no adjustment has been made to the Group’s retained
profits.

Deferred taxes related to investment properties

In previous years, deferred tax consequences in respect
of revalued investment properties were assessed on the
basis of the tax consequence that would follow from
recovery of the carrying amount of the properties
through sale in accordance with the predecessor
Interpretation. In the current year, the Group has
applied HK(SIC) Interpretation 21 Income Taxes —
Recovery of Revalued Non-Depreciable Assets which
removes the presumption that the carrying amount of
investment properties is to be recovered through sale.
Therefore, the deferred tax consequences of the
investment properties are now assessed on the basis
that reflect the tax consequences that would follow from
the manner in which the Group expects to recover the
properties at each balance sheet date. This has no
material effect on the investment properties at 1 January
2005 and thus no adjustment has been made to the
Group’s retained profits.
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2A.

£

APPLICATION OF HONG KONG FINANCIAL 2. ERAEAMBERFERD ©)
REPORTING STANDARDS (continued)
Interests in jointly controlled entities RAeREFER 2 ER
In previous years, interests in jointly controlled entities RBAEFE REREZEHEE RN
were accounted for using the equity method. HKAS 31 RS AR BB ST ERE315 [
Interests in Jointly Controlled Entities allows entities to FiIEHIERE#Em | AT RALAEGRE
use either proportionate consolidation or the equity ARSI A E R AR IES B G
method to account for its interests in jointly controlled wm AR EARB G EREILRE K
entities. Upon the application of HKAS 31, the Group SEEREEEERER AR ENLRE
has elected to continue using the equity method to HlI BB Em AR
account for its interests in jointly controlled entities.
SUMMARY OF THE EFFECTS OF THE CHANGES 2A. 2 BEXEBHTERE
IN ACCOUNTING POLICIES
The effects of the changes in the accounting policies e BRESHE RN RBTFEE
described above on the results for the current and prior BewBOT:
years are as follows:
2005 2004
—EZRHF —ETE
HK$’000 HK$’000
FiExT FA&TT
Non-amortisation of goodwill e B 166,070 -
Release of discount on acquisition W B8 — R B A &)
of additional interest in a subsidiary RIMNMERITEED 6,305 =
Recognition of share-based payments TR AR (0 2 R AF 3
as expenses =353 (3,047) -
Increase in profit for the year F A M3 0 169,328 =
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2A.

Kinghoard Chemical Holdings Limited 3##5H{tT5® e Annual Report 2005

SUMMARY OF THE EFFECTS OF THE CHANGES 2A.

IN ACCOUNTING POLICIES (continued)

The cumulative effects of the application of the new
HKFRSs on 31 December 2004 and 1 January 2005

are summarised below:

FHEERD

ZRERERMMT

By &

b —

BE &)

R-—ZEEmE+-A=+-AR-ZT
HE— B — BEMAE SIS RER

As at As at
31 December 1 January
2004 2005
" i
—EENF Adjustments —BERF
+=—A=+—8~ R —H—H
HK$'000 HK$'000 HK$'000
T FA&TT FET
Balance sheet items EEBEREH
Impact of HKAS 17 & HKAS 40: & & &1 2E R & 175
REBSEES
FAOR T E:
Other properties, plant and B KE
equipment B 7,745,937 (327,119) 7,418,818
Prepaid lease payments FENEERIE = 327,119 327,119
Impact of HKAS 39: HE I ER
FEI9R T E:
Available-for-sale investments AIEHERE = 321,382 321,382
Derivative liabilities MTEBAE - (89,795) (89,795)
Investment securities BEEE 346,789 (346,789) -
Other investments H g & 16,058 (16,058) -
Total effects on assets and EEREEY
liahilities 4% 8,108,784 (131,260) 7,977,524
Retained profits IR am A 3,091,121 = 3,091,121
Hedging reserve R E - (89,795) (89,795)
Investment revaluation reserve & & & 4 - (41,465) (41,465)
Total effects on equity BT ERT 3,091,121 (131,260) 2,959,861

“RRRFEFH



2A.

SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (continued)

The Group has not early applied the following new
standards and interpretations that have been issued
but are not yet effective. The directors of the Company

anticipate that the application of these Standards or
Interpretations will have no material impact on the
financial statements of the Group.

HKAS 1
(Amendment)
HKAS 19
(Amendment)
HKAS 21
(Amendment)
HKAS 39
(Amendment)

HKAS 39
(Amendment)
HKAS 39 & HKFRS 4
(Amendments)
HKFRS 6

HKFRS 7

HK(IFRIC) - INT 4

HK(IFRIC) - INT 5

HK(FRIC) - INT 6

HK(IFRIC) - INT 7

Capital disclosures!

Actuarial gains and losses,
group plans and disclosures?

Net investment in a foreign
operation?

Cash flow hedge accounting of
forecast intragroup
transactions?

The fair value option?

Financial guarantee contracts?

Exploration for and evaluation
of mineral resources?

Financial instruments:
Disclosures!

Determining whether an
arrangement contains
a lease?

Rights to interests arising from
decommissioning,
restoration and
environmental rehabilitation
funds?

Liabilities arising from
participating in a specific
market — waste electrical
and electronic equipment?®

Applying the restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary Economies*

2A.
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BRGTENE2R
CHE)
BRI ERE39R
CHE)

BRI ERE39R
CHE)

BRI ERE3NR
LRERBBERS
R F 45 (BFTA)

BERAMBREER
F65

BB RS ER
ET%

EFE (ARMBRS
RwEZEE)
—EEE4R

B (ARMBRS
REZEE)
—EEE5%

A (ARMBRS
RBZEE)
- EEE65

EE (ARMBRS
RwEZEE)
—REETR

2/ 48
o

ERRE

FEER SEFE
R B
BNEBZRE
R
BREERARRF
RHZHEERE
iR gt R
BEUATFEAR?

HBEREH?

REARYHAR
s
SRIARE

EERHRERR
H#2

RIEBEERR
RREERES
B N2

REFEGER
F29RBERIR
BB M B ]
HEMED T &t
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2A.
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SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (continued)

1 Effective for annual periods beginning on or after 1 January 2007.
2 Effective for annual periods beginning on or after 1 January 2006.

3 Effective for annual periods beginning on or after 1 December
2005.
4 Effective for annual periods beginning on or after 1 March 2006.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared under the historical cost basis except for
certain properties and certain financial instruments,
which are measured at fair values, as explained in the
accounting policies set out below.

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

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 December each year. All inter-group
transactions, balances, income and expenses are
eliminated on consolidation.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated income
statement from the effective date of acquisition or up
to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

2A.

SHHRXREBTEHE &)

—EERLF-A-HRzRFARFEREE

2 N
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TERNF-A—HAZERRBFERRE

N

w
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4 A

ZERF=ZA—HRZRFARFEREE
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A B SRR T IRIE £ B A Bl R
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of
the original business combination and the minority’s
share of changes in equity since the date of the
combination. Losses applicable to the minority in excess
of the minority’s interest in the subsidiary’s equity are
allocated against the interests of the Group except to
the extent that the minority has a binding obligation
and is able to make an additional investment to cover
the losses.

Investments in associates

The results and assets and liabilities of associates are
incorporated in the consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group’s share of the profit
or loss and of changes in equity of the associate, less
any identified impairment loss. When the Group’s share
of losses of an associate equals or exceeds its interest
in that associate (which includes any long-term interests
that,

investment in the associate), the Group discontinues

in substance, form part of the Group’s net

recognising its share of further losses. An additional
share of losses is provided for and a liability is
recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of that associate.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent
of the Group’s interest in the relevant associate, except
to the extent that unrealised losses provide evidence of
an impairment of the asset transferred, in which case,
the full amount of losses is recognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Jointly controlled entities

Joint venture arrangements that involve the
establishment of a separate entity in which venturers
have joint control over the economic activity of the entity
are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in jointly
controlled entities are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or loss and
of changes in equity of the jointly controlled entities,
less any identified impairment loss. When the Group’s
share of losses of a jointly controlled entity equals or
exceeds its interest in that jointly controlled entity (which
includes any long-term interests that, in substance, form
part of the Group’s net investment in the jointly
controlled entity), the Group discontinues recognising
its share of further losses. An additional share of losses
is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that jointly
controlled entity.

When a group entity transacts with a jointly controlled
entity of the Group, unrealised profits or losses are
eliminated to the extent of the Group’s interest in the
jointly controlled entity, except to the extent that
unrealised losses provide evidence of an impairment of
the asset transferred, in which case, the full amount of
losses is recognised.

Goodwill

Gooadwill arising on acquisitions after 1 January 2001
and prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for
which the agreement date is before 1 January 2005
represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the identifiable
assets and liabilities of the relevant subsidiary at the
date of acquisition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Goodwill (continued)

Goodwill arising on acquisitions after 1 January 2001
and prior to 1 January 2005 (continued)

For previously capitalised goodwill arising on
acquisitions after 1 January 2001, the Group has
discontinued amortisation from 1 January 2005
onwards, and such goodwill is tested for impairment
annually, and whenever there is an indication that the
cash generating unit to which the goodwill relates may
be impaired.

Goodwill arising on acquisitions on or after 1 January
2005

Goodwill arising on an acquisition of a subsidiary for
which the agreement date is on or after 1 January
2005 represents the excess of the cost of acquisition
over the Group’s interest in the fair value of the
identifiable assets, liabilities and contingent liabilities
of the relevant subsidiary at the date of acquisition.
Such goodwill is carried at cost less any accumulated
impairment losses.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the acquisition. A cash-generating unit to which
goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the
unit may be impaired. For goodwill arising on an
acquisition in a financial year, the cash-generating unit
to which goodwill has been allocated is tested for
impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and
then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly
in the consolidated income statement. An impairment
loss for goodwill is not reversed in subsequent periods.
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Notes to the Financial Statements (continued) Bfi5RERMEE (B2
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Goodwill (continued)

Goodwill arising on acquisitions on or after 1 January
2005 (continued)

On subsequent disposal of a subsidiary the attributable
amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

Investment properties

On initial recognition, investment properties are
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair
value of investment properties are included in profit or
loss for the period in which they arise.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset is
determined as the difference between the net disposal
proceeds and the carrying amount of the asset and is
included in profit or loss in the year in which the item
is derecognised.

Other properties, plant and equipment

Other properties, plant and equipment (other than
properties, plant and equipment under construction)
used in the production or supply of goods or services,
or for administrative purposes, are stated in the
consolidated balance sheet at cost less subsequent
accumulated depreciation and any accumulated
impairment losses.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Other properties, plant and equipment (continued)
Depreciation is provided to write off the cost of items
of other properties, plant and equipment over their
estimated useful lives and after taking into account of
their estimated residual value, using the straight-line
method, at the following rates per annum:

Freehold land Nil
Leasehold improvements 10 - 20%
Plant and machinery 10 - 20%

Furniture, fixtures and equipment 10 - 33Y3%
Motor vehicles 20%

Properties, plant and equipment under construction are
carried at cost, less any identified impairment losses.
Depreciation of these items of assets commences when
they are available for use (i.e. when they are in the
location and condition necessary for them to be capable
of operating in the manner intended by the
management).

An item of other properties, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use
of the asset. Any gain or loss arising on derecognition
of the item is determined as the difference between
the net disposal proceeds and the carrying amount of
the item and is included in profit or loss in the year in
which the item is derecognised.

Leasehold land and buildings under development for
future owner-occupied purpose

When the leasehold land and buildings are in the course
of development for production, rental or for
administrative purposes, the leasehold land component
is classified as a prepaid lease payment and released
to the consolidated income statement over a straight-
line basis over the lease term. During the construction
period, the prepayment released to the consolidated
income statement in respect of the leasehold land is
included as part of costs of buildings under
construction. Buildings under construction are carried
at cost, less any identified impairment losses.
Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and
condition necessary for them to be capable of operating
in the manner intended by management).
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Notes to the Financial Statements (continued) Bfi5RERMEE (B2
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment losses (other than goodwill)

At each balance sheet date, the Group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those
assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised
as income immediately.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost comprises direct materials and,
where applicable, direct labour costs and those
overheads that have been incurred in bringing the
inventories to their present location and condition. Cost
is calculated using the weighted average method. Net
realisable value represents the estimated selling price
less all estimated costs of completion and costs to be
incurred in marketing, selling and distribution.

Intangible assets

On initial recognition, intangible assets acquired
separately and from business combinations are
recognised at initial purchase cost less accumulated
amortisation and any accumulated impairment losses.

Any gain or loss arising on the derecognition of an
intangible asset is determined as the difference between
the net disposal proceeds and the carrying amount of
the asset and is included in profit or loss in the year in
which the item is derecognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is amortised
on a straight-line basis over its estimated useful life,
and carried at cost less subsequent accumulated
amortisation and any accumulated impairment losses.

Where no internally-generated intangible asset can be
recognised, development expenditure is charged to
profit or loss in the year in which it is incurred.

Leasing

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

The Group as lessor

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

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of
the relevant lease. Benefits received and receivable as
an incentive to enter into an operating lease are
recognised as a reduction of rental expense on a
straight-line basis over the term of the relevant lease.

Annual Report 2005 —ZZHEER

FESHEE (#)
o R B % B H
MEEHBERANELHERRAARS

REEBRELCNNELEEE &
EHEM A EEHERMEL 2 FHE
RAHEFE R R RE XA KRB Z1FR
N heER-EMELEZEERE M
ARFRHREREEE ERARER
RAtBERIMRABREBEARK.

MAREERNMEEELEE RIME
ERARELFEERANK-

i)
EMENGTA S REBE BRI R
b ROl sReE e A AR ZEN TS
ERABMEEN -MBEREMBEONBSER
L iRk

EEBERLBEA

REHEN 2 HE WA TR B FH
NEREER - RER R HFRERD
MEEZNTEERATDMEROEE
ZIREE W HOF RN B ARETER
tERI X

AEBIERABEA

REQEHEVN ENEASRERBLF
HAERAEBRSTNER I LEEH
B R B RER 2 A SR ER
FERBBEN 2 FHRERSHESH SR

Do

Kingboard Chemical Holdings Limited ZE{tT&ME

79



80

Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recorded in its functional currency (i.e. the currency
of the primary economic environment in which the entity
operates) at the rates of exchange prevailing on the
dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in
which they arise, except for exchange differences arising
on a monetary item that forms part of the Group’s net
investment in a foreign operation, in which case such
exchange differences are recognised in equity in the
consolidated financial statements. Exchange differences
arising on the retranslation of non-monetary items
carried at fair value are included in profit or loss for
the period except for differences arising on the
retranslation of non-monetary items in respect of which
gains and losses are recognised directly in equity, in
which cases, the exchange differences are also
recognised directly in equity.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the
presentation currency of the Group (i.e. Hong Kong
dollars) at the rates of exchange prevailing at the
balance sheet date, and their income and expenses
are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing
at the dates of transactions are used. Exchange
differences arising, if any, are recognised as a separate
component of equity (the translation reserve). Such
exchange differences are recognised in profit or loss in
the period in which the foreign operation is disposed
of.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies (continued)

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a foreign
operation on or after 1 January 2005 are treated as
assets and liabilities of that foreign operation and
translated at the rate of exchange prevailing at the
balance sheet date. Exchange differences arising are
recognised in the translation reserve.

As mentioned in Note 2, goodwill and fair value
adjustments arising on acquisitions of foreign operations
prior to 1 January 2005 are treated as non-monetary
foreign currency items of the acquirer and reported
using the historical exchange rate prevailing at the date
of the acquisition.

Borrowing costs

All borrowing costs are recognised and included in
finance costs in the consolidated income statement in
the year in which they are incurred.

Transaction costs on bank borrowings

The transaction costs incurred in connection with bank
borrowings raised are deferred and charged to the
consolidated income statement over the period of the
bank borrowings from the date of bank borrowings
withdrawn to the final repayment maturity so as to
produce a constant periodic rate of charge on the
remaining balance of the bank borrowings for each
accounting period.

Retirement benefit costs

Payments to defined contribution retirement benefit
plans, state-managed retirement benefit schemes and
the Mandatory Provident Fund Schemes are charged
as an expense as they fall due.

Taxation
Income tax expense represents the sum of the tax
currently payable and deferred tax.
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Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported
in the income statement because it excludes items of
income or expense that are taxable or deductible in
other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

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

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is
probable that the temporary difference will not reverse
in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised based on tax rates that
have been enacted or substantively enacted by the
balance sheet date. Deferred tax is charged or credited
to profit or loss, except when it relates to items charged
or credited directly to equity, in which case the deferred
tax is also dealt with in equity.

Financial instruments

Financial assets and financial liabilities are recognised
on the balance sheet when a group entity becomes a
party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from
the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group’s financial assets are classified into one of
the four categories, including financial assets at fair
value through profit or loss, loans and receivables, held-
to-maturity investments and available-for-sale financial
assets. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets
within the time frame established by regulation or
convention in the marketplace. The accounting policies
adopted in respect of each category of financial assets
are set out below.
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Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Loans and receivables

Loans and receivables (including trade and other
receivables, bills receivables and bank deposits) are
non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At
each balance sheet date subsequent to initial
recognition, loans and receivables and bank deposits
are carried at amortised cost using the effective interest
method, less any identified impairment losses. An
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset’s
recoverable amount can be related objectively to an
event occurring after the impairment was recognised,
subject to a restriction that the carrying amount of the
asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had
the impairment not been recognised.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as any of
the other categories (set out above). At each balance
sheet date subsequent to initial recognition, available-
for-sale financial assets are measured at fair value.
Changes in fair value are recognised in equity, until
the financial asset is disposed of or is determined to
be impaired, at which time the cumulative gain or loss
previously recognised in equity is removed from equity
and recognised in profit or loss. Any impairment losses
on available-for-sale financial assets are recognised in
profit or loss. Impairment losses on available-for-sale
equity investments will not reverse to the consolidated
income statement in subsequent periods. For available-
for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value
of the investment can be objectively related to an event
occurring after the recognition of the impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets (continued)

For available-for-sale equity investments that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they are
measured at cost less any identified impairment losses
at each balance sheet date subsequent to initial
recognition. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset
is impaired. The amount of the impairment loss is
measured as the difference between the carrying
amount of the asset and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment losses will not reverse in subsequent
periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after
deducting all of its liabilities. The accounting policies
adopted in respect of financial liabilities and equity
instruments are set out below.

Financial liabilities

Financial liabilities including bank and other borrowings,
trade payables, bills payable and dividend payable are
subsequently measured at amortised cost, using the
effective interest method.
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Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial liabilities and equity (continued)

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Derivative financial instruments and hedging
The Group uses derivative financial instruments
(primarily interest rate swaps) to hedge its exposure
against floating interest rate. Such derivatives are
measured at fair value regardless of whether they are
designated as effective hedging instruments.

There are three types of hedge relationships, including
fair value hedges, cash flow hedges and hedges of a
net investment in a foreign operation. Hedges are
classified as cash flow hedges when hedges are made
to hedge against exposure to variability in cash flows
that are attributable to a particular risk associated with
a recognised asset or liability or a highly probable
forecast transaction. The Group has adopted cash flow
hedges as the accounting treatment.

Cash flow hedges

For cash flow hedges that qualify for hedge accounting,
the effective portion of the gains or losses arising on
the changes in fair value of hedging instruments is
initially recognised in equity and “recycled” into the
consolidated income statement when the hedged item
affects profit or loss. The ineffective portion is
recognised immediately in profit or loss.

For the hedge of a forecast transaction that
subsequently results in the recognition of a financial
asset or a financial liability, the associated gains or
losses that were previously recognised directly in equity
are reclassified into profit or loss in the same period in
which the asset acquired or the liability assumed affects
profit or loss/removed from the equity and included in
the initial cost or other carrying amount of the asset or
liability.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Derivative financial instruments and hedging (continued)
Derivatives that do not qualify for hedge accounting
Derivatives that do not qualify for hedge accounting
are deemed as financial assets or financial liabilities
held for trading. Changes in fair values of such
derivatives are recognised directly in profit or loss.

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or the financial
assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of
the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying
amount and the sum of the consideration received or
any new asset obtained and the cumulative gain or
loss that had been recognised directly in equity is
recognised in profit or loss.

Financial liabilities are derecognised when they are
removed from the Group’s balance sheet (i.e. when the
obligation specified in the relevant contract is
discharged, cancelled or expires). The difference
between the carrying amount of the financial liability
derecognised and the consideration paid or other
liabilities assumed is recognised in profit or loss.

Annual Report 2005 —ZZHEER

FESHBEK (8)

SWMIE (&)
SETLET AR (B)
THAHPEEZITETA
AHAYHEEZ T T ARR AR
EEBHBEERMBAE- R
ETARATEZSSHEBER BN DR

.
27
A °

55 #E 58

FREERDRSREZEMNE 2N
AP HEECHRRAKREDHERY
BEERBE BRI ER R EHE
% - R 75 & B 5 5 R T 58 - 10 51 Bk HE 5%
MBEER EEREERED KRRENK
BB ZERHEEREERNRAHE
RBZRABEZEEZR BRIER TR

.
27
A °

BEEAKBECZEERBRTRERYBA
& (BN EREN 2 HEE EERKR.
AHKEH) B AR ERTER
B A ERZVBEEREEREN
REFHMEBREAE B ZENIE
=P R

Kingboard Chemical Holdings Limited ZE{tT&ME

87



88

Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Share-based payment transactions

Equity-settled share-based payment transactions
Share options granted to directors and employees of
the Group

The fair value of services received determined by
reference to the fair value of share options granted at
the grant date is expensed on a straight-line basis over
the vesting period, with a corresponding increase in
the share option reserve.

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

Revenue recognition
Income from sales of goods are recognised when goods
are delivered and title has passed.

Interest income from a financial asset is accrued on a
time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset
to that asset’s net carrying amount.

Rental income is recognised on a straight-line basis
over the term of the relevant lease.

Dividend income from investment securities is
recognised when the shareholders’ rights to receive
payment have been established.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
In the process of applying the entity’s accounting
policies which are described in Note 3, management
has made the following estimation that have significant
effect on the amounts recognised in the financial
statements. The key assumptions concerning the future,
and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year,
are also discussed below.

Inventories

Note 3 describes that inventories are stated at the lower
of cost and net realisable value. The cost of finished
goods and work in progress comprises raw materials,
direct labour, other direct costs and related production
overheads. Net realisable value is the estimated selling
price in the ordinary course of business, less the
estimated costs of completion and marketing, selling

and distribution expenses.

The Group has the operational procedures to put in
place to monitor the risk of inventories as majority of
working capital is devoted to inventories and the nature
of inventories are subject to frequent technological
changes. The management reviews the usage of
inventory on a periodic basis for those inventories. This
involves comparing the carrying value of the aged
inventory items with the respective net realisable value.
The purpose is to ascertain whether allowance is
required to be made in the consolidated financial
statements for obsolete and slow-moving items. In
addition, physical count on all inventories are carried
out on a periodical basis in order to determine whether
allowance need to be made in respect of any obsolete
and defective inventories identified. In this regard, the
directors of the Company are satisfied that this risk is
minimal and adequate allowance for obsolete and slow-
moving inventories has been made in the consolidated
financial statements.

Annual Report 2005 —ZEHFFR

4.

HEF AHBEE 2 EEZRIR
EEEERMAERSEOR (RME
g ) BIEPELATEA ZE M
HPMBEREAER %%ﬁﬁikg
- TXFMAEBAREIERRR
ZE%#$%%I%ZH&E%X%’
Mz ERR R THEE MGG EKREY
T—EMBREFERNEERBBEREEE
HEARRFBEZERAR-

FE

MYEE3BA - 7 & AR A KA B IFEM
EPZBEEAR-BRXMRERMZ
RABERME BERSET HEMEEK
ARBEEERS -AERFEERT
B2t EERMART E IRAR KT
BHE HERDHMAX

HR AP EBESERATFEHR M
FEZHENIEMEEEESHTE .
BARBEEHERERF NEEFE

[\ fex %ﬂFE%ﬁﬁ&%ﬁ = Z Rk e
ERGREFERE 2 REEES A
ZASRFEIALER B NEREE
EEBEEGAUBHRRT BHAEMR
ERmHES Wﬁﬁﬁ&ﬁh%ﬁﬁ

HEHETERBRY WREREFE
ﬁ&ﬂﬁ%ﬂZﬁ%&ﬁ%Fﬁ = fEH
R AR EFEAUIAR

R BM T RE MEFEBBEHRERTD
ERRERGHEFE REHFEER

Kingboard Chemical Holdings Limited ZE{tT&ME

89



90

Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Trade receivables

Note 3 describes that trade receivables are measured
at initial recognition at fair value, and are subsequently
measured at amortised cost using the effective interest
rate method. Appropriate allowance for estimated
irrecoverable amounts is recognised in profit and loss
when there is objective evidence that the asset is
impaired.

In making the judgment, management considered
detailed procedures have been in place to monitor this
risk as a significant proportion of the Group’s impairment
for working capital is devoted to trade receivables. In
determining whether impairment for bad and doubtful
debts is required, the Group takes into consideration
the ageing status and estimates the likelihood of
collection. Following the identification of doubtful debts,
the responsible sales personnel discuss with the relevant
customers and report on the recoverability. Specific
allowance is only made for trade receivables that are
estimated to be unlikely to be collected. In this regard,
the directors of the Company are satisfied that this risk
is minimal and adequate impairment for doubtful debts
has been made in the consolidated financial statements
in light of the historical records of the Group and the
circumstances of the manufacture of laminates, PCBs,
chemicals, LCDs and magnetic products as a whole
where the actual cash flow collected in the future are
less than expected, a material impairment loss may
arise.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value
in use calculation requires the Group to estimate the
future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to
calculate the present value. Where the actual future
cash flows are less than expected, a impairment loss
may arise. At 31 December 2005, the carrying amount
of goodwill is HK$1,670,297,000. Details of the
recoverable amount calculation are disclosed in Notes
19 and 24.

Income taxes

At 31 December 2005, deferred tax assets of
HK$10,447,000 (2004: HK$13,246,000) in relation to
unused tax losses has been recognised in the Group’s
balance sheet. The realisability of the deferred tax asset
mainly depends on whether sufficient future profits or
taxable temporary differences will be available in the
future. In cases where the actual future profits
generated are less or more than expected, a reversal
or further recognition of deferred tax assets may arise,
which would be recognised in profit and loss for the
period in which such a reversal or recognition takes
place.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include equity
instruments, bank balances and cash, borrowings, trade
and other receivables, trade and other payables and
bills payable. Details of these financial instruments are
disclosed in respective notes. The risks associated with
these financial instruments and the policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.
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Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

5. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 5.

POLICIES (continued)

Market risk

(i) Currency risk
Several subsidiaries of the Company have foreign
currency sales, which expose the Group to
foreign currency risk. Certain trade receivables
of the Group are denominated in foreign
currencies. The Group currently does not have
a foreign currency hedging policy on these
assets/liabilities. However, the management
monitors foreign exchange exposure and will
consider hedging significant foreign currency
exposure should the need arises.

(ii) Cash flow interest rate risk

The Group’s cash flow interest rate risk relates
primarily to floating-rate bank borrowings (see
Note 30 for details of these borrowings). In
relation to these floating-rate borrowings, the
Group aims at keeping borrowings at fixed rates.
In order to achieve this result, the Group entered
into interest rate swaps to hedge against its
exposure to potential variability of cash flows
arising from changes in floating rate. The critical
terms of these interest rate swaps are similar to
those of the hedged borrowings. These interest
rate swaps are designated as effective hedging
instruments and hedge accounting is used (see
Note 23 for details).

(i) Price risk
The Group’s available-for-sale investments are
measured at fair value at each balance sheet
date. Therefore, the Group is exposed to equity
price risk. The management manages this
exposure by maintaining a portfolio of
investments with different risk profiles.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND 5.

POLICIES (continued)

Credit risk

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their
obligations at 31 December 2005 in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
balance sheet. In order to minimise the credit risk, the
management of the Group has delegated a team
responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount
of each individual trade debt at each balance sheet
date to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s
credit risk is significantly reduced.

The Group has no significant concentration of credit
risk, with exposure spread over a number of
counterparties and customers. The credit risk for bank
deposits and bank balances exposed is considered
minimal as such amounts are placed with banks with
good credit ratings.

REVENUE

Revenue represents the net amounts received and
receivable by the Group from the sale of goods to
outside customers, less returns and allowances, for the
year and is analysed as follows:

BREEREEEEREE &)

FERR

MXZAFR_EZRF+=-A=+—H
AREBRTRENSHEEREREEL
A AAERAAZ ZERERERR
ARGEEERBERMBEERE S
B-RBEERREERE FAEEER
BEZR-—HEAEBAEHIEERSE:
EEERREMEITREF ARARRKER
R A 8 B U 13 780 B R A 2 (B R e Lk S - R
BEHER AKERTSRENERKE
2 8RR AT U © B8 - PARE R 3L S AT IR
EEBECIFHRABERBR-FRUME
ARAEERS AKRBEZEERRE
AW B AR -

AEBYESEETZEERR
REILIABEZERMIATRES-
HRRITEREBITERTIFRREE
REFZRIT BRERAZEERRE
G

=X
BEBEEASERFANELHIIEFHE
BT R R & BB BRI | R
H-oraT:

2005 2004

—EERF —EFOF

HK$'000 HK$'000

FHT T

Sale of laminates tHE B IMER 4,788,387 3,736,869
Sale of PCBs £ & BN Rl 4% 35 1R 5,284,203 1,832,439
Sale of chemicals HELTE MW 2,023,404 1,207,785
Others Hib 1,002,360 305,297
13,098,354 7,082,390
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BUSINESS AND GEOGRAPHICAL SEGMENTS 7.

Business segments

For management purposes, the Group is currently
organised into four operating divisions — laminates,
PCBs, chemicals and others. These divisions are the

Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #Z - ZEZEARF+ _-HA=1+—HIFEZE N\

R R E 5 B
£ Fok

EEERTH AKBERSKEANZE
BBFY — B R mE AR - EDRIARBEAR (L TE M
REAM- L EHBFARAKTEAFEER

basis on which the Group reports its primary segment DEER 2 BEXE
information.
Laminates PCBs Chemicals Others  Eliminations  Consolidated
BEER AREER tIER Hif e &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER FER FERT TER TER
Year ended Hz-ZE1f
31 December 2005 +=A=t+-H
ILEE
Segment revenue g
External sales HNEES 4,788,387 5,284,203 2,023,404 1,002,360 - 13,098,354
Inter-segment sales BB CHER 1,096,509 - 1,171,888 - (2,268,397) -
Total =5 5,884,896 5,284,203 3,195,292 1,002,360 (2,268,397) 13,098,354
Result %5
Segment result PHEE 1,217,278 567,030 168,873 71,289 - 2,024,470
Release of discount WE—RINE
on acquisition RAEIMER
of additional interest i34
in a subsidiary 6,305 - - - - 6,305
Unallocated corporate N AN
income WA 56,797
Unallocated corporate N AN
expenses i (10,032)
Finance costs BEMK (274,418)
Share of results of jointly ~ JE{5 F R
controlled entities eSS - - - (14,320) - (14,320)
Profit before tax bR AL A 1,788,802
Income tax expense AR (139,970)
Profit for the year FREF 1,648,832

Inter-segment sales are charged by reference to market

prices.
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BUSINESS AND GEOGRAPHICAL SEGMENTS 7. E¥BRHMED I (&)
(continued)

Business segments (continued) ¥B5H (&)

Laminates PCBs Chemicals Others  Consolidated
BHER OREERK tIER 2 RE
HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
TERT TERT TERT TER TER

Year ended BZ-ZZ5F

31 December 2005 +=A=+-H

LEE

Other information Hi B

Capital additions BARER 677,028 574,362 680,911 33,596 1,965,897

Depreciation and amortisation & R 359,971 362,258 85,999 9,030 817,258
At 31 December 2005 %‘:i i3
Assets BE

Segment assets Af‘ﬁﬁﬁ 7,168,489 5,689,807 3,767,061 527,189 17,152,546

Interests in jointly controlled RS B

entities b 5 - - - 17,109 17,109
Investment in an associate R—EBE R
ZBRE - - 187,396 - 187,396
Unallocated corporate assets AARZAF
BE 2,003,771

Consolidated total assets LREERE 19,360,822
Liabilities B8

Segment liabilities PHERE (945,305)  (1,062,185)  (652,812) (87,950)  (2,748,252)

Unallocated corporate AN

liabilities =4 (6,965,827)
Consolidated total liabilities LEEREAE (9,714,079)
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. XK Ri#ESD I (&)

(continued)
Business segments (continued) ¥B5H (&)
Laminates PCBs Chemicals Others  Eliminations  Consolidated
EAER  ORISBR tIEM At HiH ga
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT FHT FHET TAT TAT
Year ended BE_TTNE
31 December 2004 +-RA=+-H
HFE
Segment revenue 2 H s
External sales HNHESR 3,736,869 1,832,439 1,207,785 305,297 - 7,082,390
Inter-segment sales PHRZEER 444,181 = 666,379 - (1,110,560) -
Total At 4,181,050 1,832,439 1,874,164 305,297 (1,110,560) 7,082,390
Result 5
Segment result PBEE 1,048,023 139,806 113,819 31,512 - 1,333,160
Amortisation of goodwill I Ei$h - (25,120) - (1,063) - (26,183)
Release of discounton ~ WE—EHE
acquisition of REEIMER
additional interest in HEAE
a subsidiary 2,860 - - - - 2,860
Unallocated corporate KARZAF
income ON 45,761
Unallocated corporate KARZA
expenses it (1,937)
Finance costs BEKA (90,345)
Loss on deemed disposal W’Hﬂ’%—
of partial interest WELRHD
in a subsidiary *’éﬁﬁZEﬁ - (1,727) - - = (1,727)
Share of results of jointly &G A4
controlled entities ERZA - - - (4,092) - (4,002)
Profit before tax BB AR 1,257,497
Income tax expense FrERI (61,184)
Profit for the year FEREF 1,196,313
Inter-segment sales are charged by reference to market DEEEERE IR EREEE -
prices.
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BUSINESS AND GEOGRAPHICAL SEGMENTS 7.

(continued)

Business segments (continued)

KB ()

£

XBRMED I (2)

Laminates PCBs Chemicals Others  Consolidated
BHER  HRSER CIER Hit e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT AT AT
Year ended HE-_ZZNF
31 December 2004 +-A=+-H
tFE
Other information Hi B
Capital additions BRER 1,303,305 248 348 542,716 119,268 2,213,637
Capital addition through FRNENE
acquisition of subsidiaries DA EARER 2,267 838 2,267,838
Depreciation and amortisation & R 274,140 93,329 56,524 15,398 439,391
At 31 December 2004 R-ZEZEME
+=-A=1+-8H
Assets BE
Segment assets NHEE 6,549,050 5,160,842 2,746,244 364,796 14,820,932
Interests in jointly controlled R EFZESE
entities 2R = - - 37,815 37,815
Investment in an associate i1 A=WNE|
ZIRE - - 188,137 - 188,137
Unallocated corporate assets AN
BE 1,442,262
Consolidated total assets LREERE 16,489,146
Liabilities =8
Segment liabilities SHEaRE (1,114,334)  (1,151,860) (524,824) (64,733)  (2,855,751)
Unallocated corporate AN
liabilities B (6,489,891)
Consolidated total liabilities GRARES
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. XK Ri#ESD I (&)

(continued)

Geographical segments & 5 2B
The analysis of the Group’s revenue by geographical UTAEAEBZMBHBE S AFE 2
market for the year is as follows: EEEDMN
2005 2004
—EZRHF —ETE
HK$’000 HK$’000
FET FHT
PRC R 9,505,402 5,934,344
Other Asian countries E g NBE R 2,145,651 810,676
Europe B M 996,072 238,397
America =M 451,229 98,973
13,098,354 7,082,390
An analysis of segment assets and capital additions by HRAEB 2 EERBA LR R K
geographical area in which the assets are located has WEEREEMEMSERDHBEERE
not been presented as the Group’s assets are AR D HT o
substantially located in the PRC.
8. OTHER INCOME 8. Ha g A
2005 2004
—EZRHF —ETE
HK$’000 HK$’000
FET FHT
Other operating income comprises: EmEeassiE:
Rental income e WA 2,053 2,225
Gain on fair value changes of investment BEME QT EEH
properties 2 W as 717 405
Others HAh 10,610 8,028
13,380 10,658
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§
INVESTMENT INCOME 9. BEWZE
2005 2004
—EThHF —ZETNF
HK$’000 HK$'000
FExT Fi&TT
Gain on disposal of available-for-sale HEMMHEERE
investments 2 Was 35,724 =
Interest on bank deposits RITFERF B 11,151 2,158
Dividends from available-for-sale AHEEREZRE
investments 6,862 -
Dividends from listed investment EMESFEREZRE
securities - 20,556
53,737 22,714
FINANCE COSTS 10. BEKA
2005 2004
—ETRF —ETPF
HK$’000 HK$’000
FHxT F&TT
Interest on bank borrowings: RITBEEF S
— wholly repayable within five years —ZBRAFRNEH
=P 262,035 44 637
— not wholly repayable within five years —HEARAFA
E2HEER - 2,282
Other finance charges Hibgh & & A 16,114 45,757
278,149 92,676
Less: Interests capitalised B EAREF B (3,731) (2,331)
274,418 90,345
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

11. INCOME TAX EXPENSE

11. FBHEX

2005 2004
—s2nF  —TTNF
HK$’000 HK$’000
FExT Fi&TT
The amount comprises: HIEBE:
Hong Kong Profits Tax BEBNEH
Charge for the year REFEZHIEBEXH 52,446 48,912
Under(over)provision in previous periods i@ fE HifS B4 T 2
(HBREEE) 862 (18,742)
53,308 30,170
Taxation arising in other jurisdictions H AR 2 BiE
Charge for the year AEFEZREBESH 98,656 31,118
Underprovision in previous periods BT HEEET R 1,710 =
100,366 31,118
Deferred taxation IR RE T I8
Credit for the year (Note 31) REZREE (FFFE3L) (13,704) (104)
139,970 61,184
Hong Kong Profits Tax is calculated at 17.5% on the BB R B TR F NG 5T R R s I

estimated assessable profits for the year.

B175% 2 B EGHH -

Taxation arising in other jurisdictions is calculated at HiR AR o BENIZEB R EER
the rates prevailing in the relevant jurisdictions. ZHERREEE -
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11.

INCOME TAX EXPENSE (continued)

The charge for the year can be reconciled to the profit

before tax as follows:

11. FBHEAX @)

AR [ 2 B S BRI B AT 2 398
o

2005 2004
—EFRF —ETF
HK$’000 HK$’000
FET FHET
Profit before tax Fx %% Bl A 1,788,802 1,257,497
Tax at the domestic income tax rate VA& #7153 ¢ R 33%
of 33% (Note 1) STEZBR (M) 590,304 414,974
Tax effect of expenses that are not & T JE SR B8 A B S AT
deductible in determining taxable profit HRERZH BT 2 167,286 139,086
Tax effect of income that are not taxable 5 7T JE 5 A v A B SB 7R
in determining taxable profit A M & (79,938) (160,439)
Under(over)provision in previous periods i@ fE HifS B4 T 2
(EREE R ) 2,572 (18,742)
Tax effect on tax holiday (Note 2) SR RETE
(ﬁ/v‘i—.*z) (189,135) (183,082)
Deferred tax assets not recognised KT MER
%RIEé?E 23,907 1,845
Effect of different tax rates of subsidiaries 7 E ft &) % #& E/
operating in other jurisdictions/areas H [ 48 & B A
2[R = ?ﬂ;& (375,026) (132,458)
Tax expense for the year REBZMBHRAX 139,970 61,184
Notes: B et
1. The domestic income tax rate in the jurisdiction where the 1. FERAREBEABLEBREREZERZE
Group’s operations are substantially based is used. AR X
2. The Company’s subsidiaries in the PRC are exempted from 2. ARABIRFBEZHBARE & EEFEE

income tax in the PRC for two years starting from the first
profit making year followed by a 50% reduction in the income

tax rate in the following three years.
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

12.

PROFIT FOR THE YEAR

12. XEERF

2005 2004
—EEREF —TENF
HK$’'000 HK$’000
FBT FAT
Profit for the year has been arrived at RERZ R LN
after charging: BRATIEE :
Depreciation and amortisation of HiaZ - -MWE RkEZHE
other properties, plant and equipment 1 & K 5 817,258 439,391
Amortisation of intangible assets EmEE#E (BT A
(included in administrative costs) THRER) 460 91
817,718 439,482
Auditors’ remuneration % EEM B & 7,521 3,573
Amortisation of goodwill GRS - 26,183
Amortisation of goodwill (included in PEEE (BT AEMWG
share of results of jointly controlled HEZEGSEEES)
entities) - 1,215
Loss on disposal and write off of i B R i 8 A fh W =
other properties, plant and equipment B K& 2 EE 1,669 23,368
Loss on disposal of investment properties HEREWE 2 EiE - 29
Share of tax of jointly controlled entities FEAG SR § B B8 £ 18 876 -
Total staff costs, including directors’ BIKALTE B1F
emoluments (see Note 13) BEME (AAE13) 967,756 395,683
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13. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 13. EEREEMS
The emoluments paid or payable to each of the fourteen ERNEEMAtTNE (ST HE: +00
(2004: fourteen) directors were as follows: ZYEEZHMENT:
Year ended 31 December 2005
HECBERETCAST-ALEE
Mok Tsao
Cheung Cheung Cham  Kwang Cheng
Cheung Chan Lam Kwok  Cheung ~ Kwong ~ Chewng  Chang Hung, Yung, Lum  Ming Fun, Tse
Kwok Wing ~ Wing Kwan KaPo  Keung  Kwok Wa Kwan  Kwok Ping ~ Wing Yiu  Chadwick Peter  Gum Wun Paul  Kam Hung ~ Henry Tan Total
g8 RXE MER  FER  REE RRE  FEY  gKE  RME  EER  MEE el EER RER &
HKS000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HK§'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS$'000
Tén TEr TER TEn  TEr  fEmn  TEn  TEr  TEmn  TEr  TEn  TEn  TEr  TEn  TEn
Fees ne - - - - - - - - - 90 - 360 100 51 601
Other emoluments: 2684
Salaries and other ~ E£ R
benefits B 240 1960 1680 1960 2170 2100 1960 200 2268 - - - - - 18438
Contributions to~~ RAVRF3F2
refirement #x
benefits scheme % 84 66 8 81 84 84 90 9 - - - - - 766
Performance related  T{ERE
incentive payment  EEFE 8174 6452 4184 4184 5315 472 4938 4083 4083 - - - - - 46,195
Total emoluments ~ B& 45 10510  849% 5930 6222 7632 606 6982 6213 6448 90 - 360 100 5 66,000
Year ended 31 December 2004
BE-FEMEL-A=t-BLEE
Mok Tsa0
Cheung Cheung Cham ~ Kwang  Cheng
Cheung Chan Lam Kwok ~ Cheung  Kwong  Cheung  Chang  Hung, Yung, Ming Lau Tse Lum
Kok Wing  Wing Kwan KaPo  Keung  Kwok Wa Kwan  Kwok Ping ~ Wing Yiu  Chadwick Peter  Fun, Paul  Tai Chim  Kam Hung  Gum Wun Total
AR RiE  HFE FER  REE  BREE RAT OB ERE O ERR  gWi URE AEM O MRE &
HKS000  HKS000  HKS000  HKS000  HK$000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HK$000
Thn TRn Thr TEn ThRn TEr TEr TEn TRr TEr TEn  ThRn  TEr  TEr  TEn
Fees ne - - - - - - - - - 180 360 4 % - 610
Other emoluments: £ &
Salaries and other ~ E£ R
benefits BRI 2061 1777 13% 1609 187 1905 L7900 196 2006 - - - - - 16366
Contributions to~~ RAVRF3FE
tefrement %
benefits scheme 9% & o4 3 8 8 8 8 % - - - - - 747
Performance related T{E%%
incentive payment 38 9,599 1241 3,739 3,739 5,245 4401 4615 3621 3,000 - - - - - 45206
Total emoluments ~ H&4£8 174 916 519 541 718 6388 6487 565 IR 180 30 4 %5 - 699
Note: Bt et

The performance related payment is determined with reference to the operating
results, individual performance and comparable market statistics during both

years.

No directors waived any emoluments in the years ended 31 December 2005
and 2004 and the five highest paid individuals in the Group in both years were

all directors of the Company.
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

N
14. DIVIDENDS 14. KRE
2005 2004
“EERF —ETENF
HK$’000 HK$’000
FER FHIT
Interim dividend paid/declared of Bk SR HRE
HK12 cents (2004: HK10 cents) BRTAEBKRI2EL
per ordinary share (ZZEZT M4 1081) 94,172 64,884
Final dividend proposed of HK28 cents BEREREER
(2004: HK20 cents) per ordinary share I3 A% 2878 1l
(ZTT W F:20/%) 219,735 143,895
Additional dividend paid in respect of E R Bt B 1 HA R
the previous period as a result of WS w18 AT
new shares issued subsequent to M MR BaE
the approval of the previous period’s HA R 35 2 SR AR B
financial statements 458 1
314,365 208,780
The final dividend of HK28 cents (2004: HK20 cents) EEEZRERARKREFR28E (=
per share has been proposed by the directors and is TEF2081(L) EEFRRNERE
subject to approval by the shareholders in the RRBEEFERSHE FAI{EE-
forthcoming annual general meeting.
15. EARNINGS PER SHARE 15. BERER
The calculation of the basic and diluted earnings per ARREBESRHEABGERNREE
share attributable to the ordinary equity holders of the FRAFIZ T SEE
parent is based on the following data:
2005 2004
—ETRF —EETNF
HK$’000 HK$’000
FHBxT FHT
Earnings for the purpose of calculating STEEAREEZR
basic and diluted earnings per share & F| 2z B F 1,435,809 1,103,845
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15.

EARNINGS PER SHARE (continued)

15.

BREF (&)

Number of shares

R4 & B
2005 2004
“EZZIHF —ZTTME
Weighted average number of ordinary STEEAFRAERZ
shares for the purpose of calculating TR NAE T HE
basic earnings per share 749,803,531 661,475,853
Effect of dilutive potential ordinary shares AETHENEL
relating to: %@Hﬁ
— outstanding share options —RITEZBLBRAE 32,119,029 34,035,619
- outstanding warrants — RITE 2 RBREE 4,232,355 =
Weighted average number of ordinary STHEEBRAERN
shares for the purpose of calculating B R NAE T
diluted earnings per share 786,154,915 695,511,472
Impact of changes in accounting policies S RFEEHEE
Changes in the Group’s accounting policies during the FR- ¢%IZ@§+&%%§D%%&E’$W
year are described in detail in Note 2. To the extent F2 B _TTRAFR_TTMFFT
that those changes have had an impact on results EMEBE2EY M HEMERER

reported for 2005 and 2004, they have had an impact
on the amounts reported for earnings per share. The
following table summarises that impact on both basic

and diluted earnings per share:

Impact on basic
earnings per share

BNERERTE - TRELHERE
AREBRMNEK T E

Impact on diluted
earnings per share

BREABRAEE ERBERATE
2005 2004 2005 2004
—E22HE —TINE ZETHE ZTI@EHF
cents cents cents cents
Al Al Al Al
Figures before changes in SHBEEHAET 168.9 166.9 161.1 158.7
accounting policies
Impact arising from changes 2HBKE
in accounting policies FEETE
(see Note 2A) (R B5E2A) 22.6 = 21.5 =
As reported o 2 2R 191.5 166.9 182.6 158.7

Annual Report 2005 —ZZFHE&H, o Kinghoard Chemical Holdings Limited 25E{t TEME 105




Notes to the Financial Statements (continued) Bfi5RERMEE (B2
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

16. INVESTMENT PROPERTIES 16. BREWE

HK$'000
THET

FAIR VALUE A¥E
At 1 January 2004 AZEZNF—H—H 37,140
Increase in fair value N EE N 405
Disposals o & (3,565)
Transfer to properties for own use AREZERME (1,640)
At 1 January 2005 A—EETRF—H—H 32,340
Increase in fair value N EHE 717
At 31 December 2005 RZZEZERAF+=_A=+—H 33,057

The fair value of the Group’s investment properties at
31 December 2005 have been arrived at on the basis
of a valuation carried out on that date by Messrs. Chung,
Chan & Associates, independent qualified professional
valuers not connected with the Group. Messrs. Chung,
Chan & Associates are members of the Institute of
Valuers, and have appropriate qualifications and recent
experiences in the valuation of similar properties in the
relevant locations. The valuation, which conforms to
International Valuation Standards, was arrived at by
reference to market evidence of transaction prices for
similar properties.

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation
purposes are measured using the fair value model and
are classified and accounted for as investment
properties. At 31 December 2005, the carrying amount
of such property interests amounted to HK$33,057,000
(2004: HK$32,340,000).

The carrying value of investment properties shown above
Comprises:

AEERENER_TTAF+_A=
T—HRZAFEDRERNEEY &RE
ZBIUABEREXGEMEETNE A
ETHEZEEER-BEITIIHER
hees BEEEERE BANGOH
HELHBLUMEEE &R -BRMA
EEBRBEKRMGERER Y2ERUYME
RPEEZTHBREEE -

AEBEMEYERESYRELHAOBE
LRBAS sk EAEEmMS  FBEQ
FEERNGE DB RIMEREDE-
NR-ZEERFE+-_A=+—H ZZY
WS 7 R (E A33,057,000 7T (=
T E U4 32,340,000/ 7T) °

AERREEMEREEBRE:

2005 2004
—g2nE  —TINF
HK$’000 HK$’000
FBT FAT
Land in Hong Kong: B L Hb:

Medium-term lease FRERFR 49 2,777 2,510

Land outside Hong Kong: B A AN Hb:
Long lease KHEIFA L 20,880 20,430
Medium-term lease MR ERFR 49 9,400 9,400
33,057 32,340
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V4

N
17. OTHER PROPERTIES, PLANT AND EQUIPMENT 17. HtuME -BERZE
Properties,
Freehold Furniture, plant and
[and and Leasehold fixtures equipment
properties improve- and under
for own use Leasehold ments Plant and equipment Motor  construction
XAERLH land BE  machinery B vehicles EERHE: Total
RERYE AR NEEE  EERHE RERRRE RE  HEREE &t
HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$000
Tz THTL THTL Tz THTL THTL Tz THTL
C0ST S
At 1 January 2004 R-ETQE
-A-A
- As originally stated -1 251 591,651 217181 h7.484 3,096,768 67,944 67,999 637,175 4,736,202
- Reclassified to prepaid ~ —EFHEZ
lease payments RARE
A = (17,181) - = = = - (17,181)
- As restated — & 591,651 - 1484 3,096,768 67,944 67,999 637,175 4519021
Exchange adjustments EiA% 2987 - 353 8,825 348 35 852 13,400
Additions RE 33,719 - 1,123 720,973 22574 26,276 1402312 2213637
Increase on acquision ~~ WEHEAT
of subsidiaries £ 546,531 - 93,719 1,453,188 33,250 7,801 133349 2267838
Disposals and write off iHE Rl (34,449) - (1,155) (18934) (582) (9,043) - (64,163)
Transfer from investment~ #&A%E
properties VI 1,640 - - - - - = 1,640
Reclassifications EEiped 284,903 - 4535 628,458 4959 1198 (924,083) -
At 31 December 2004 RZSERE
andat 1 January 2006 TZA=1-H
Rk-E%1f
-A-H 1,427,042 - 162659 5889278 128493 94,266 1249635 8951373
Exchange adjustments EiAE 18,353 - 10370 82,197 2381 3824 44,742 161,867
Additions RE 113,672 - 15,174 661,524 56,421 16,267 1,102,839 1,965,897
Disposals and write off HE R (1,421) - (1569) (71,141) (7739) (4,590) - (86,460)
Reclassifications EEiped 326,509 - 10691 1,164534 15,609 1379 (1,518718) -
At 31 December 2005 RZETRE
TZA=t-H 18841% - 19732 7726392 195,161 111,146 818498 10,992,677
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

17. OTHER PROPERTIES, PLANT AND EQUIPMENT 17. H#¥W X - BER®%HE &)

(continued)
Properties,
freehold Furniture, plant and
[and and Leasehold fixtures equipment
properties improve- and under
for own use Leasehold ments Plant and equipment Motor  construction

XAERLH land B4 machinery B> vehicles EERHNE: Total
RERYE Btk WERE  HEREE RERRE RE  HER#RE At
HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000
Thn ThnL ThnL Thn ThnL Thn Thn ThnL

DEPRECIATION AND TERAAE

IMPAIRMENT
At 1 January 2004 ik
-fA-8
- As originally stated S EEY] 72,805 8,101 17,087 963,808 22,165 34,490 - 1,118,456
- Reclassified to prepaid ~ ~EHHEE
lease payments L
E - (8,101) - = = = - (8,101)
- As restated -5l 72,805 - 17,087 963,808 22,165 34,490 - 1,110,355
Exchange adjustments EiAE 43 - 101 3827 1 11 = 479
Provided for the year KEERRE 33931 - 8,301 377 656 8,368 11,135 = 439,391
Eliminated on disposals ~ HEE
and write off R& (5,745) = (644) (11,691) (343) (3,563) = (21,986)
At 31 December 2004 and  R=EFME
at 1 January 2005 t-A=1-H
h=%%0%
-A-A 101,426 - 24 845 1,333,600 30,611 42,073 - 1,532,555
Exchange adjustments EX#E 1,998 - 2,209 15810 393 2,79 = 23,205
Provided for the year TEERE 73,535 - 23504 662,304 48958 8957 = 817258
Eliminated on disposals ~ HEE
and write off R& (550) = (d54) (60,102) (6,731) (2,778) = (70,615)
At 31 December 2005 RZZERE
tZB=t-8B 176409 - 50,104 1,951,612 73231 51,047 - 2302,403
CARRYING VALUES R
At 31 December 2005 RZTER%
tZB=t-8 1,707,746 - 147,221 5,774,780 121,930 60,099 878,498 8,690,274
At 31 December 2004 RZZEME
(restated) t-A=1-A
(E5) 1,325,616 - 137814 4555678 97,882 52,193 1,249,635 7418818
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N
PREPAID LEASE PAYMENTS 18. HEMNHEENE
2005 2004
—eEnF  —TEINF
HK$’000 HK$'000
FExT Fi&TT
The Group’s prepaid lease payments AEBZEMNEE
comprises: FIEBIE:
Leasehold land outside Hong Kong: BB AINEE b
Medium term lease FRER AR 49 355,850 323,926
Long lease KHEIFE 4 3,193 3,193
359,043 327,119
Analysed for reporting purposes as: MBED AT
Current asset mEEE 7,669 7,271
Non-current asset ERBEE 351,374 319,848
359,043 327,119
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19. GOODWILL 19. HE
HK$’000
FET
COST R
At 1 January 2004 AZEZNF—H—H 144,626
Arising on acquisition of subsidiaries e B B B~ B E £ 1,248,639
Arising on acquisition of additional interest in U g — R BT BB & R BB AN
a subsidiary EREE 41,794
At 1 January 2005 R-_ZEZERF—HF—H 1,435,059
Arising on acquisition of additional interest in W B B B8 2 =) BB A
subsidiaries (Note) RwmEE (M) 279,355
Elimination of accumulated amortisation upon V& A B B 15 R 2RI 55 35%
the application of HKFRS 3 (see Note 3) iy 2Er s (RHEE3) (55,060)
At 31 December 2005 A EERF+_A=+—H 1,659,354
AMORTISATION B
At 1 January 2004 AZEZNF—H—H 28,877
Charge for the year REEZ T H 26,183
At 1 January 2005 A—EETRF—H—H 55,060
Elimination of accumulated amortisation upon V& A B 15 R S 2RI 5 355
the application of HKFRS 3 (see Note 3) iy 2Er s (RHEE3) (55,060)
At 31 December 2005 RZZEZERAF+=_A=+—H =
CARRYING VALUE BREE
At 31 December 2005 A EERF+_A=+—H 1,659,354
At 31 December 2004 RZZEZEWMF+_A=+—H 1,379,999
Note:  Goodwill was calculated as the difference between the BifaE: BRI R IME R T B B AT U B A

BEEEHBAREEFEZREMERZ
FAE-ARREEAR REZENEEE
EFELFI 2 ATFEERAERZEL T
ER-LRHBARSREGHED-

consideration paid for the additional interest and the carrying
amount of the net assets of the subsidiaries attributable to
the additional interest acquired. The directors of the Company
considered the difference between the fair value and the
carrying amount of the proportion of net assets attributable
to the increase in stake is not material. No revaluation changes
have been included in the resulting goodwill.
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19.

20.

GOODWILL (continued) 19. B8 ©
Impairment testing of goodwill 78 2 R (B A R
The goodwill was allocated to PCB cash-generating units RESE TERRER R EEEN
for impairment testing. The recoverable amount of the YE 3B 52 8 o B Rl 4R B& #R EE A& B8 AL 2 /]
PCB generating unit has been determined from value WElemRERABEFEEZET Rt
in use calculation. To calculate this, cash flow BEFERAEE Ren2BANEESRE
projections are based on one year period financial BEMitEr —FRABZ2VHRBERE
budgets approved by senior management. The key E-FHBEAREZZETEREKREE
assumption for the value in use calculations is the EMZFTRERERES R BER R
budgeted gross margin at a discount rate of 5% and 10% © HiEZBEMNATREAREEREY
growth rate of 10%, which is determined based on the MsERZHEET-BEEMRE ZZ
unit’s past performance and management’s expectations BRI EHREMAIGEEEEH Tg
for the market development. Management believes that BYEEAEBL T KEREE  ARIR
any reasonably possible change in any of these SEEBMNZANEEERRERA
assumptions would not cause the aggregate carrying B HRESERAE REEBZHEREE
amount to exceed the aggregate recoverable amount. I 4% IR E KR (E
Since the recoverable amount of the cash generating
unit is higher than its carrying amount, the directors
consider that the carrying value of goodwill at the
balance sheet date is not significantly impaired.
Until 31 December 2004, goodwill had been amortised BE_ZTTNF+_A=+—H BE
over its estimated useful life ranging from 10 to 20 EEFTAI A FE 10220 85
years.
INVESTMENT IN AN ASSOCIATE 200 R—REBELATZRE
2005 2004
—EERF —ETE
HK$'000 HK$'000
FET FATT
Cost of investment in an unlisted M —FEE LM E R R
associate ZIEE A 188,137 188,137
Share of post-acquisition profit FE 4 U B 18 % A - =
188,137 188,137
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

N
20. INVESTMENT IN AN ASSOCIATE (continued) 200 A—EBEQITIZRE ©)
As at 31 December 2005, the Group had interest in RZZETRF+TZA=1+—HB &&E
the following associate: HHA TS Qe Em:

Proportion of
nominal value of

Form of Place of registered capital
business registration held by the Group
Name of entity structure and operation AEEFEEM Principal activity
ERAH XERBR SRMREELE BEXREELLH TEXK
CNOOC Kingboard Incorporation PRC 40% Manufacture and
Chemical Limited sales of methanol
RERREELT A AR AL H B SUERDHAE
ARAR
The associate has not commenced operation at the REEBR BEDAMAMAREXR-
balance sheet date.
The summarised financial information in respect of the B AR E B E AR 2B E R
Group’s associate is set out below: T
2005 2004
—EZhHEF —ETNEF
HK$'000 HK$'000
FER FAT
Total assets BERME 712,162 535,445
Total liabilities BEHER (241,819) (65,102)
Net assets BEFE 470,343 470,343
Group’s share of net assets RE B EAGE L R A
of associates BEFE 188,137 188,137
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21.

AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments at 31 December 2005

AHBERE
R-BTREF+-A=+—B2A#H

comprises: EHREBE T EIE:
2005
=t £ 53
HK$’000
FHExT

Listed investments: EmEE:

— Equity securities listed in Hong Kong —RBEBEMZBRAES 111,756
Unlisted investments FEmZEE 9,525
Total =X 121,281

At the balance sheet date, all available-for-sale
investments are stated at fair value, except for those
unlisted equity investments of which their fair values
cannot be measured reliably. Fair values of those
investments have been determined by reference to bid
prices quoted in active markets.

The above unlisted investments represent investments
in unlisted equity securities issued by private entities.
They are measured at cost less impairment at each
balance sheet date because the range of reasonable
fair value estimates is so significant that the directors
of the Company are of the opinion that their fair values
cannot be measured reliably.
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

22. INVESTMENT SECURITIES 22.
Details of investment securities at 31 December 2004
are set out below. Upon the application of HKAS 39 on
1 January 2005, investment securities were reclassified
to appropriate categories under HKAS 39 (see Note 2A

EERE

R-FENF+-A=+—BZERR
EFBHINT-R-2TAF—A—
AEMEAGIEANBINRE BHR
AERBEEER LN SEIREN S

for details).

ERERES (FHBRME2A) -

Investment Other
securities investments Total
BHEE EMKE =
2004 2004 2004
—EENF —EENF —EENF
HK$'000 HK$'000 HK$'000
FE T FET TET
Equity securities &% 78 3% 5
Listed in Hong Kong RBEAELEM 346,789 = 346,789
Listed in overseas REIN EH = 7,058 7,058
Unlisted JEE™ - 9,000 9,000
346,789 16,058 362,847
Market value of listed securities _EmH&E&mE 305,324 7,058 312,382
Carrying amount analysed for MmEDT 2
reporting purposes as: BREE:
Current Vi) = 16,058 16,058
Non-current IE 7 & 346,789 = 346,789
346,789 16,058 362,847

EFREVENRETIERARZ L HR
s WEFERARZRMNNEE LW &%
EREDNVBREEZRURBmFHE &
ERARBEEFREZEBERLEER
HRAE-

Investment securities comprise minority equity stakes
in certain industrial companies which shares are listed
in Hong Kong. They are held for identified long term
strategic purposes and, in the opinion of the directors,
they are worth at least their cost.
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23. DERIVATIVE FINANCIAL INSTRUMENTS

Derivatives under hedge accounting:

23. T£&®MIA

HrhestBETIAETLA:

2005
—Z2ERF
Assets

BE
HK$’000
THER

Interest rate swaps | & 45
Analysed as: SaR)im'll

Non-current IE 7 &
Current B

The Group uses interest rate swaps to minimise its
exposure to fair value changes of its floating-rate Hong
Kong dollar bank borrowings by swapping borrowings
from floating rates to fixed rates. The critical terms of
these interest rate swaps are similar to those of the
hedged bank borrowings and the directors of the
Company designated the derivatives as cash flows
hedging instruments and considered they are highly
effective. Major terms of the interest rate swaps are set

HA 117,193

T

60,697
56,496

117,193

AEEEEREERISBRER F
PR = 12 HR K 32 0F B Rt B 2 B T iRTT
EERAFEEH AR ZEMNEEH
ZEBGFREEPRITEEZ T EHEX
B RARABEEREZNTETRARR
EREHPTTRE YRAZETLEGR
Mo TS B F BIGREHN M T:

out below:
Notional amount Maturity Receive floating Pay fixed
HIE EH A PR B R EE
HK$’000
FHETT
300,000 Within 1 year HIBOR 2.95%
—FR BEARITRAZERE 2.95E
1,000,000 Within 1 to 2 years HIBOR 2.41% to 3.08%
—EMFEAR BEBRITRIZERE 2.41&F3.08E
900,000 Within 2 to 3 years HIBOR 2.55% to 2.97%
ME=FNA ERRITRZERE 2.55% 297
1,000,000 Within 3 to 4 years HIBOR 2.41% to 3.74%
—ENFER BEBRITRIZERE 24183 74E
950,000 Within 4 to 5 years HIBOR 2.18% to 2.50%
MZERF A ERRITRZERE 2.18%2.50E
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 # %

23.

DERIVATIVE INSTRUMENTS
(continued)

At 31 December 2005, fair value gains of
HK$206,988,000 have been deferred in equity and will
be reclassified into the consolidated income statement
in the same periods during which the variable interests
relating to the bank borrowings affect the profit and

loss.

FINANCIAL

The above derivatives are measured at fair value at
each balance sheet date. Their fair values are
determined based on the valuation techniques as

—EFLIF+=H=gyp HIEFE

23.

TTEE®MI A ()

RZBEERE+_A=+—H AH
206,988,000/ 7t 2 A FE W B R K
NELERE SR ABARTEEZE
MEFEEm 2R HHRAENSBEER

R =

Bl R-e

PROTAETARSRZHERRE A FER
H-EQAVFERFHSREBEREER
WHETAERZEEREEE-

confirmed by respective financial institutions for
equivalent instruments at the balance sheet date.

24. INTERESTS IN JOINTLY CONTROLLED ENTITIES 24, RHEFEHERES
As at 31 December 2005, the Group had interests in R-ZEBEERFE+-_A=+—H8 &X&EE
the following significant jointly controlled entities: RTIERNERZEHEBHER E=:

Proportion of
nominal value of

Place of registered/
Form of registration/ issued capital
business incorporation held by the Group  Proportion
structure and operation ~ AEEAMEBEER of voting
Name of jointly controlled entity EREE B33 EX/BEA power  Principal activity
HEEHERER i RE£HE REmELE  RREH  FEER
Guangzhou Express Logistics Limited Incorporated PRC 49%* 50%  Provision of
(“GZ Express”) BaiAv H logistic services
BENEEMRREARAA R R
(TEMZE])
Concord Modern Technology Limited Incorporated Hong Kong 50% 50%  Manufacture of
FEREERAH RaAv BE optical discs
Full Summit Development Limited Incorporated Hong Kong 50% 50%  Manufacture of
HEZRERAF Bl BB optical discs
* Under the joint venture agreement of GZ Express, the joint BREBEEMNESEzELEHE aEBHENER

venture partners have joint control over the entity’s daily ZHREBERMBGARES LRZEGE-

operating and financial decisions.
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24.

INTERESTS IN JOINTLY CONTROLLED ENTITIES 24.

(continued)

REABEZEHER 2ES (&)

2005 2004
—22nF  —TENF
HK$’000 HK$'000
FET FH&TT
Cost of unlisted investment in jointly HEEHEE 2

controlled entities IEEMEE KA 15,953 22,171
Share of post-acquisition losses FEAG Uk BB 1% 5 18 (17,066) (2,746)
(1,113) 19,425

Amounts due from jointly controlled JE W F [R) 422 1) B
entities (Note) RIA (B EE) 18,222 18,390
17,109 37,815

Note: ~ Amounts due from jointly controlled entities are unsecured,
interest-free, with no fixed repayment terms and are not

repayable in the foreseeable future.

A AREG EBFARERR 28 B
B EERH BARA R A REE-
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

. V4

24. INTERESTS IN JOINTLY CONTROLLED ENTITIES 24. REBEFIEB 2R (&)

(continued)

Included in the cost of investment in jointly controlled HEAEHEREERNARIERTFER
entities is goodwill of HK$10,943,000 (2004: ,\%/\WI%IJﬁﬁgﬁﬁéiﬁ%{lo,waooo
HK$10,943,000) arising on the acquisition of jointly BIL (ZZEZ P4 10,943,0008 L) 2
controlled entities in prior years. The movement of KA -EEEHHT| WM T -

goodwill is set out below.

HK$’000
FHET
COST B
At 1 January 2004 and at 1 January 2005 AZEEMF—A—HR
—EERF—H—H 12,158
Elimination of accumulated amortisation upon ERBAMIE®RELEREINRE
the application of HKFRS 3 (see Note 2) HsE 2T 8 (R aE2) (1,215)
At 31 December 2005 A EERF+_A=+—H 10,943
AMORTISATION # 5
At 1 January 2004 AZEEMFE—HF—H =
Charge for the year REEF T H 1,215
At 31 December 2004 RZEENMF+_A=+—H 1,215
Elimination of accumulated amortisation upon ERB AV KR EEREIFRRE
the application of HKFRS 3 (see Note 2) HsE 2T 8 (R aE2) (1,215)
At 31 December 2005 R_EERF+_A=+—8H =
CARRYING VALUE BREE
At 31 December 2005 A EERF+_A=+—H 10,943
At 31 December 2004 A-—ETNFE+—_HF=+—H 10,943
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24,

25.

INTERESTS IN JOINTLY CONTROLLED ENTITIES
(continued)

The goodwill was mainly allocated to Optical disc cash-
generating units for impairment testing. The recoverable
amount of the Optical disc generating unit has been
determined from value in use calculation. To calculate
this, cash flow projections are based on one year period
financial budgets approved by senior management. The
key assumption for the value in use calculations is the
budgeted gross margin, which is determined based on
the unit’'s past performance and management’s
expectations for the market development. Management
believes that any reasonably possible change in any of
these assumptions would not cause the aggregate
carrying amount to exceed the aggregate recoverable
amount. Since the recoverable amount of the cash
generating unit is higher than its carrying amount, the
directors consider that the carrying value of goodwill at
the balance sheet date is not significantly impaired.

Until 31 December 2004, goodwill had been amortised
over its estimated useful life of 10 years.

NON-CURRENT DEPOSITS
Non-current deposits represent deposits paid for the
acquisition of other properties, plant and equipment.
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25.

REABEZEHER 2ES (&)

BEIENE T ARRESEEEMIER
BRI S IRELEM 2 7 RO S FBiIR
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

26. INTANGIBLE ASSETS 26. BIEEE
Know-how fee
HEEXANEBER
HK$'000
T
COST R
Acquisition of subsidiaries and balance at WHENBRAR RN =T MF
31 December 2004 and at 1 January 2005 +—-A=+—HK
—ETERF-—H-—HZHE 2,329
AMORTISATION # 8
At 1 January 2004 RZZEZWMF—HF—AH -
Charge for the year REEF T H 91
At 31 December 2004 RZZEZEWMF+_A=+—H 91
Charge for the year AEELZH 460
At 31 December 2005 RZZEZERAF+=_A=+—H 551
CARRYING VALUE BREE
At 31 December 2005 R-_ZEERF+_A=+—H 1,778
At 31 December 2004 RZZEZEWMF+_A=+—H 2,238
Know-how was acquired from third parties in previous BEFEMFEF=FREZEXNEEE
years, has definite useful life and is amortised on a TR HFER WREGER A FRE#E-
straight-line basis over 5 years.
27. INVENTORIES 27. ®E
2005 2004
—EZTHF —ETNF
HK$’'000 HK$’000
FHxT FHT
Raw materials R# 1,240,959 966,048
Work in progress ERH 369,395 344,206
Finished goods 2R i 175,455 224,805
1,785,809 1,535,059
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28.

TRADE AND OTHER RECEIVABLES AND 28.

£

BEZRHEMEWRERRKBEMRK

PREPAYMENTS i |
2005 2004
—EERF —EEPOE
HK$’000 HK$'000
FHT T
(restated)
(&5)
Trade receivables B 5 e YR 3K 4,048,655 3,256,844
Less: accumulated impairment B 2EHRE (235,832) (211,587)
3,812,823 3,045,257
Bills receivables e I E % 329,987 225,905

Other receivables and prepayments H AR R &

TR IR 751,411 769,162
4,894,221 4,040,324

The Group allows credit periods of up to 120 days,
depending on the product sold, to its trade customers.
The following is an aged analysis of trade receivables

AEBRTEZIEPZEERARER
1208 - BFAEERME-REBRAH
FEWE 5 B X Bk REHRER 2 Rk D

net of accumulated impairment at the reporting date: o :
2005 2004
—EERF —EETNF
HK$’000 HK$’000
FET FA&T
(restated)
(&%)
0 - 90 days ZZEN+AH 2,998,323 2,329,920
91 - 180 days nN+—=—8"/A\+H 742,192 642,581
Over 180 days —BNTHNUE 72,308 72,756
3,812,823 3,045,257

The fair value of the Group’s trade and other receivables
and prepayments at 31 December 2005 was
approximate to the corresponding carrying amount.
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

29. TRADE AND OTHER PAYABLES 29. EZRHMEMNSER

Included in trade and other payables are trade payables ESREMENBEREE A

of HK$1,471,804,000 (2004: HK$1,268,068,000). The 1,471,804,000 ot (Z EZ Y &F :

aged analysis of the trade payables is as follows: 1,268,068,000/8 ) 2 B B SRk

ENEBE SRR BRI T

2005 2004

—ETRF —ETNF

HK$’000 HK$’000

FET FHT

0 — 90 days Z=NA+H 1,059,106 883,141

91 - 180 days nt+—=2—8BN+H 319,985 315,340

Over 180 days —BNATHNE 92,713 69,587

1,471,804 1,268,068

The fair value of the group’s trade and other payables AEBR-_ZETHRF+_A=+—H2

at 31 December 2005 approximates to the B 5 & H At FE T AR 52 A B B AR FE AR
corresponding carrying amount. HEEE-
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30.

BANK BORROWINGS 30. S|RITEE
2005 2004
—EERF —FTF
HK$’000 HK$'000
FET FHET
Bank loans RITE R 6,224,467 5,712,144
Trust receipt loans ERERIEER 416,812 435,689
Bank overdrafts SR1TEX 139,694 105,840
6,780,973 6,253,673
Carrying amount repayable: AR T BB E =
Z R (E:
On demand or within one year BERKIN—FA 2,231,728 3,315,515
More than one year, but not exceeding —F A L ETBBEMRF
two years 1,160,283 1,219,683
More than two years but not more than MENN EENBBASF
five years 3,388,962 1,378,475
More than five years HBidAF - 340,000
4,549,245 2,938,158
Total =X 6,780,973 6,253,673

The bank borrowings are unsecured and bear interest

at market rates.

Bank loans are variable-rate borrowings which carry
interest ranging from HIBOR+0.58% to HIBOR+1%
(2004: HIBOR+0.58% to HIBOR+1.2%) per annum.

The directors consider that the carrying amount of bank
borrowings approximates their fair value.
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

30.

31.

N
BANK BORROWINGS (continued) 30. RWITEE &)
At the balance sheet date, the Group had the following REER AEBRRERZEERENDT:
undrawn borrowing facilities:
2005 2004
—ETRF —ETNF
HK$’000 HK$’000
FER FATT
Floating rate TE) B R
— expiring within one year —R—FRWE®R 552,928 5,987,909
— expiring beyond one year —R—F&Em 1,413,000 766,250
1,965,928 6,754,159

DEFERRED TAXATION

The following are the major deferred tax liabilities and
assets recognised and movements thereon during the
current and prior reporting periods:

31. EZLEH IR

TERAAHRARAARAANE THER
ZEBRBRERBREREENRETZ

= .

Accelerated Write-down
tax Tax of
depreciation losses inventories Total
MERBITE HEEE FEMA &t
HK$'000 HK$'000 HK$'000 HK$'000
THET THET FATT THET
At 1 January 2004 RZZERMF
—HA—H 34,156 (1,980) (9,658) 22,518
Acquisition of subsidiaries g1 = NE] 37,365 (10,657) = 26,708
Charge (credit) for the year REEZ S (HE) 2,436 (609) (1,931) (104)
At 31 December 2004 RZZEZMEF
+=-—A=+—H 73,957 (13,246) (11,589) 49,122
Exchange difference bE N = (64) - - (64)
(Credit) charge for the year REE (HE) L H (13,853) 2,799 (2,650) (13,704)
At 31 December 2005 RZZTHF
+=-—A=+—H 60,040 (10,447) (14,239) 35,354
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31.

DEFERRED TAXATION (continued) 31.

For the purposes of balance sheet presentation, certain
deferred tax assets and liabilities have been offset. The
following is the analysis of the deferred tax balances
for financial reporting purposes:

ELERB A (8)
ETEREEHAEERABENEHERE
JIIREBERBRA-TRBM B R R
e 2 R FE B IR A BR 0 AT

2005 2004

—®®EF  —TINF

HK$’000 HK$'000

FHET T

Deferred tax liabilities RIEFRIBE &E 46,960 64,299
Deferred tax assets RIETRIBE E (11,606) (15,177)
35,354 49,122

At 31 December 2005, deferred tax assets of
HK$10,447,000 (2004: HK$13,246,000) in relation to
unused tax losses and HK$14,239,000 (2004:
HK$11,589,000) in relation to write-down of inventories
have been recognised in the Group’s consolidated
balance sheet, and the Group has unrecognised
deferred tax assets due to the unpredictability of the
future profit streams arising from tax losses amounting
to approximately HK$143,073,000 (2004:
HK$22,168,000). All tax losses can be carried forward
indefinitely.
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 #HZ_—ZEZEAF+-_A=+—HIFFE

N
32. SHARE CAPITAL 32. A
Number of shares Share capital
R R
2005 2004 2005 2004
ZEZRF “TTmE —EZEF e e U3
HK$'000 HK$'000
TERL THT
Ordinary shares of HK$0.10 each BRAEINET
ZERER
Authorised EE
At beginning of year REA] 1,200,000,000 800,000,000 120,000 80,000
Increase on 22 April 2004 RZZZENEF
(see Note (a)) MAZ+=RH#EMm
(R () - 400,000,000 - 40,000
At end of year NG 1,200,000,000 1,200,000,000 120,000 120,000
Issued and fully paid BERIRBRRZ:
At beginning of year REA 719,476,381 648,593,381 71,948 64,859
Issue of new shares BT RN
(see Note (b)) (R D) 40,000,000 65,000,000 4,000 6,500
Exercise of share options IFEBLERE
(see Note 33) (RHzE33) 5,300,000 5,878,000 530 588
Exercise of warrant subscription IR B BB
rights (see Note 33) (RM7E33) 19,990,780 5,000 1,999 1
At end of year REHK 784,767,161 719,476,381 78,477 71,948
Notes: Kt et
(a) Pursuant to an ordinary resolution passed on 22 April 2004, (a) BRER-_ZTZNEMA -+ _HBB2Y

the authorised share capital of the Company was increased
by HK$40,000,000 by the creation of an additional
400,000,000 new shares of HK$0.10 each.
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32.

SHARE CAPITAL (continued)

Notes: (continued)

(b)

On 8 July 2005, an agreement was entered into by Hallgain
Management Limited (“Hallgain”), the controlling shareholder
of the Company, and placing agents for a placement of
40,000,000 existing shares (the “Placing Shares”) of HK$0.10
each in the Company at a price of HK$22.25 per share (the
“Placing Price”). Citigroup Global Markets Hong Kong Futures
and Securities Limited (the “Placing Agent”) were appointed
by Hallgain as the Placing Agent to unconditionally place the
Placing Shares to six or more independent professional and
institutional investors on a fully underwritten basis. The Placing
Agent and the placees (and their ultimate beneficial owners)
are independent of and not connected with any of the
directors, chief executive or substantial shareholders of the
Company or any of its subsidiaries, or an associate of any of
them.

On the same date, Hallgain also entered into a subscription
agreement with the Company to subscribe for 40,000,000
new shares of HK$0.10 each in the Company (the
“Subscription Shares”) at a price of HK$22.25 per share (the
“Subscription Price”).

The Placing Shares and the Subscription Shares each
represented approximately 5.39% of the existing share capital
of the Company (742,525,981 shares of the Company in issue
in total) and approximately 5.11% of the issued share capital
of the Company as enlarged by the allotment and issue of the
Subscription Shares (782,525,981 shares of the Company in
issue in total). The Placing Price and the Subscription Price
of HK$22.25 represented a discount of approximately 11.00%
to the closing price of HK$25.00 per share quoted on the
Stock Exchange on 6 July 2005 and a discount of
approximately 11.55% to the average closing price of the
shares of the Company for the last ten trading days of
HK$25.155 per share from 22 June 2005 to 6 July 2005
(both days inclusive).

Of the net proceeds to the Company from the share
subscription of approximately HK$880 million, approximately
HK$616 million was used to repay existing bank borrowings
of the Group, approximately HK$264 million was used for
general working capital purposes.
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33.

SHARE OPTIONS

Employees’ share option scheme of the Company

Under the Company’s share option scheme (the
“Scheme”) adopted on 2 July 2002, which is valid for
a period of ten years, the board of directors of the
Company may, at its discretion, grant options to
subscribe for shares in the Company to eligible
participants (“Eligible Participants”) who contributes to
the long-term growth and profitability of the Company
Eligible Participants includes (i) any employee (whether
full time or part time) of the Company, any of its
subsidiaries or any entity in which the Group holds any
equity interests (“Invested Entity”), including any
executive director of the Company, any of such
subsidiaries or any Invested Entity; (ii) any non-executive
directors (including independent non-executive
directors) of the Company, its subsidiaries or any
Invested Entity; (iii) any supplier of goods or services
to any member of the Group or any Invested Entity; (iv)
any customer of the Group or any Invested Entity; (v)
any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued
by any member of the Group or any Invested Entity;
and (vi) any person or entity who from time to time
determined by the Board as having contributed or may
contribute to the development and growth of the Group
based on his or its performance and/or years of service,
or is regarded as valuable resources of the Group based
on his/its working experience, knowledge in the industry
and other relevant factors. The subscription price for
the Company’s shares shall be a price at least equal to
the highest of the nominal value of the Company’s
shares, the average of the closing prices of the
Company’s shares quoted on the Stock Exchange on
the five trading days immediately preceding the date of
an offer of the grant of the options and the closing
price of the Company’s shares quoted on the Stock
Exchange on the date of an offer of the grant of the
options. The options must be taken up within 28 days
from the date of grant upon payment of HK$1 and are
exercisable over a period to be determined and notified
by the directors to each grantee, which period may
commence from the date of acceptance of the offer of
the grant of the options but shall end in any event not
later than ten years from the date of adoption of the
Scheme.

33.

128 Kingboard Chemical Holdings Limited #5E{tT%® e Annual Report2005 —ZZTHFFH

BERBERE
RAREEBLERETS
RERARRNR_TZT_FLH_B&HEMA
BERBA/TFEZELBRETE (&%
g ARRESFEARNERYEARAAE
REERRABTELERZAEER2HE
E([RER2EE]) REEXBRE
NRBARRBRM -2 ER2EERRE
(AR R] EAERHE AR SRR B
EREAREZEMNER ([XREE
B zZEM2BIRBES BREAA
A EAZENBRARREMNIKRER
BZEMNTES (DERR - EMBA
AIREMXEREERETAFNTES:
BRBIIIFRTES (iA K BIERAK
BRAREMNXREERZEAEMXK
R HER : (WAKBEHENZKREE
BZEAEP: MAKBEMFKE AT
FERMRREERBZERARRAAEE
EMRERARRRIREER 2D %
ABFFHAAN RVIEFTETIRRAERX
BR/SIREFHRMABREERTaSH
AEEERRIERFELER SJREAR
ENTER R FMBELEMBBREM
RESAEEEEERZEMALHE
B-ARAERNZABEEREIHESE
RARARROEE AR RBROREE
ENELBREBERERMANALERISA
PR B SX P P i 19 M T (B R AN A2 R
R B AR B 5t BB O B HI O B 52 P AT
BUTELRE-BEBRBANRK
HHHI28 A A 1R I B S Y 18
T ERAEBEBREFNRNESSEEL BN
BEARAN BB ATTE % BEA HE
MEORLBRBREZAR HEER
AT ZE BT % AT R A B B R + 5
=



33.

SHARE OPTIONS (continued)

Employees’ share option scheme of the Company
(continued)

The total number of the Company’s shares which may
be issued upon exercise of all options to be granted
under the Scheme and any other schemes of the Group
(excluding options lapsed in accordance with the terms
of the Scheme and any other schemes of the Group)
must not in aggregate exceed 10% of the Company’s
shares in issue as at the date of adoption of the Scheme.
The limit on the number of the Company’s shares which
may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Scheme and
any other schemes of the Group must not exceed 30%
of the Company’s shares in issue from time to time.
The total number of the Company’s shares issued and
to be issued upon exercise of the options granted to
each grantee (including both exercised and outstanding
options) under the Scheme or other schemes of the
Group in any 12-month period up to the date of grant
must not exceed 1% of the Company’s shares in issue
at the date of grant unless approved by the Company’s
shareholders in general meeting.

At 31 December 2005, the number of shares in respect
of which options had been granted and remained
outstanding under the Scheme was 36,522,000,
representing 4.7% of the shares of the Company in
issue on that date.
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33. SHARE OPTIONS (continued) 33. BELRERE &)
Employees’ share option scheme of the Company AAREEEBEBERESTE (B)
(continued)
A summary of the movements of the share options under FAZTEIBNEEBERE 2 Z M
the Scheme for the year is as follows: N
Granted to Granted to
directors employees Total
BRT¥EE EFEE a5

Balance at 1 January 2004 RZZERMF

—RA—Bz&% 37,910,000 9,790,000 47,700,000
Exercised during the year (Note) RERFTE (FEE) (4,293,000) (1,585,000) (5,878,000)
Balance at 31 December 2004 R_EZMF

+-A=+—H

2 KR 33,617,000 8,205,000 41,822,000
Exercised during the year (Note) RERFTE (FEE) (4,336,200) (963,800) (5,300,000)
Balance at 31 December 2005 R_ZEZRF+_-A

=t+—Bz#& 29,280,800 7,241,200 36,522,000
Note: B i -
The share options were granted on 11 October 2002 at an exercise R-TZE_F AT HAREZELERETEE
price of HK$3.74 per share. These options are exercisable during the RERITABT -ZERBABEREIR ST _F+

period from 15 October 2002 to 2 July 2012.

During the year, options to subscribe for 5,300,000 shares in the
Company at HK$3.74 per share were exercised. The average of the
closing prices of the Company’s shares quoted on the Stock Exchange
on the five trading days immediately before 31 December 2005 was
HK$20.68.

Employees’ share option scheme of EEIC

The 2002 Elec & Eltek Employees’ Share Option Scheme
(the “2002 Scheme”) was approved by the shareholders
at the Extraordinary General Meeting held on 8
November 2002 and was adopted and took effect from
12 November 2002 upon fulfillment of all the conditions
precedent as set out in Rule 3 of the 2002 Scheme.

The 2002 Scheme was implemented for the purpose of
attracting, retaining and motivating talented directors
and employees to strive towards long-term performance
targets and allowing the participants to enjoy the results
of EEIC.
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33.

SHARE OPTIONS (continued)

Employees’ share option scheme of EEIC (continued)
The 2002 Scheme, administered by the committee of
Directors (“the Committee”) as authorized by EEIC’s
directors, is open to full-time employees and directors
of EEIC and its subsidiaries and an associated company
of EEIC, subject to certain conditions being satisfied.

The 2002 Scheme entitles the option holders to exercise
their options and subscribe for new ordinary shares in
EEIC either at a “Subscription Price”, equal to the
average of the last dealt price of the EEIC’s shares for
the last 5 market days immediately preceding the
relevant date of grant, or at a “Discounted Subscription
Price”, whereby the discount shall not exceed 20% of
the Subscription Price as defined earlier.

Options granted at the Subscription Price may be
exercised commencing on a date not earlier than the
first anniversary date of the date of grant and ending
on a date not later than 5 years after the date of grant.
Options granted at the Discounted Subscription Price
may only be exercised commencing on a date not earlier
than the second anniversary date of the date of grant
and ending on a date not later than 5 years after the
date of grant.

The duration of the 2002 Scheme is 5 years and the
total number of shares that may be issued shall not
exceed 10% of the issued share capital of EEIC as at
the adoption date or subject to certain conditions being
satisfied, 15% of the issued share capital of EEIC as at
the adoption date. The total number of EEIC Shares
issued and to be issued upon exercise of the options
granted to each participant (including both exercised
and outstanding options) in any 12-month period must
not exceed 1% of the total number of EEIC Shares in
issue from time to time.
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33.

SHARE OPTIONS (continued) 33. BELRERE &)
Employees’ share option scheme of EEIC (continued) EEICEEE LB ES 8 (&)
Share options may be accepted within 30 days from BRBERETREL A HEF308AHA
the date of offer upon payment of S$1.00 as a nominal 2 HE S 1.008 NE TIEARHRRE
consideration by the participants, but the grant of share TUEWN HELERETSH THE
options do not confer rights on the option holders to AMWE A B sk AR R R & R R 2 #EF -
any dividend entitlement or to vote at any shareholder
meeting.
Pursuant to the 1 for 5 bonus issue made by EEIC on RIEFEEICR-_ZETRE+A+=HB#%—
13 October 2005 (“Bonus Issue”), all of the eligible L BOEERE T 2 AR B 1T ([ 4D IR %
directors and employees under the 2002 Scheme 7)) MBERZZEZ_FHEATEER
received an additional 1,944,000 share options pursuant EENEBEHAMBITARABEAESE
to adjustment made in relation to the Bonus Issue. HNIER 1,944,0008% §% 15
A summary of the movements of the share options under S AEEICET £ MBS 2 & BT
the EEIC Scheme for the year is as follows: ZM0T
Granted to Granted to
EEIC’s EEIC’s
directors employees Total
RFEEICEE R FEEICES Mt
Balance at 31 December 2004 RZZZTWHF+=A
=T—Hz#&#H - = =
Granted during the year (Note) FAEL () 7,005,000 2,945,000 9,950,000
Adjustment pursuant to Bonus BB R EITIER
Issue 2 1,401,000 543,000 1,944,000
Lapsed during the year F AKX - (230,000) (230,000)
Balance at 31 December 2005 RZZEZTRFE+=A
= +—B2z#&% 8,406,000 3,258,000 11,664,000
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33.

SHARE OPTIONS (continued) 33. BELRBERE &
Employees’ share option scheme of EEIC (continued) EEICEEE TR ES 8 (&)
Note: Wit ot -
The interests are by virtue of 6,855,000 share options accepted by ZERBDNERE-_TSTRAFE AT OAEH
the common directors and 2,945,000 share options accepted by the ¥ F REEICIE B 5 5l # #36,855,00015 &2,945,000
employees of EEIC on 24 June 2005, would entitle the relevant directors DELERENES ZSELERERTEHES
and employees to subscribe for shares in EEIC at an adjusted exercise REEREM RARBTERRECABTEESR
price of US$2.033 per share after the Bonus Issue. The share options 2.033EF TRBEEICRH - BEBERESFNE-TT
are exercisable in whole or in part at the staggered manner within 5 NE+—AZ=Z+XB - ZZTTLF+—A=+XA"
options period, commencing 26 November 2006, 26 November 2007, —ETIN\F+—A=Z+RB - ZTThEFE+—A=+
26 November 2008, 26 November 2009 and 26 March 2010 NAR-ZE—TFE=ZA-_+BERE-_T—TFH
respectively and all ending on 24 May 2010. A-THBIERAEELEBERERBADRITEEE
HEFIHS
The interests are by virtue of 150,000 share options accepted to the ZERSENEEICE Y ERITESER_ZTHAEFN
independent non-executive directors of EEIC on 29 September 2005, A=+ hBEH150,000 ELBREMMES -2F
would entitle the relevant directors to subscribe for shares in EEIC at BEBRER T ABE SRR RAOKRBEITRIZTR
an exercise price of US$2.375 per share after the Bonus Issue. The BEER2.375X T RBEEICKR K - BALBERET S J
share options are exercisable in whole or in part at the staggered BEZZEENFAAREBE -ZET+LFHLARA =
manner within 5 options period, commencing 5 September 2006, 5 ZENFNARB - ZZEZEAFAARAR=F— ¢
September 2007, 5 September 2008, 5 September 2009 and 5 July tARABRE-_Z—ZTFENAEBILRAEELER
2010 respectively and all ending on 4 September 2010. BHEANSRITEEBHERB -
During the year ended 31 December 2005, options were granted on HE_ZZRF+_A=T—HILFE L£ER=_Z
24 June 2005 and 4 October 2005. The estimated fair values of the TREANAZTHAR-ZSTERETANARLE
options granted on those dates are HK$16,022,000 and HK$145,000 LBRE NZEBHRE 2 BEEREGTATE
respectively of which HK$3,047,000 was charged to the consolidated Bl A& 16,022,000 jT & 145,000 70 * £ 2
income statement during the year. 3,047,000/ 7T B A FE N E 4R & Uk a8 5= R 0B
These fair values were calculated using the trinomial ZERAFENR=ZBREAGFE - EXA
model. The inputs into the model are as follows: FTEZIHE TR
Share option grant date
EEEREZLEBH
4 October 24 June
2005 2005
—ERRF :%%ﬁi
+H@A A=+mWH
Weighted average share price hn#EFE R E US$2.28% 7t  US$2.28% T
Exercise price TEE US$2.375% 7t  US$2.03% T
Expected volatility T8 HA R 1R 14.5% 14.5%
Expected life B FH 5 yearsfF 5 years4F
Risk-free rate £ [ fa A1) 2 4.5% 4.5%
Expected dividend yield T B AR B = 7.5% 7.5%
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33.

34.

SHARE OPTIONS (continued)

Employees’ share option scheme of EEIC (continued)
Expected volatility was determined by using the
historical volatility of EEIC’s share price over the previous
one year. The expected life used in the model has
been adjusted, based on management’s best estimate,
for the effects of non transferability, exercise restrictions
and behavioural considerations.

The Group recognised the total expense of
HK$3,047,000 for the year ended 31 December 2005
(2004: HK$NIl) in relation of share options granted by
EEIC.

WARRANTS

At an extraordinary general meeting of the Company
held on 30 September 2004, a bonus issue of warrants
to the shareholders of the Company (“Warrants”), in
the proportion of one Warrant for every ten shares held
in the share capital of the Company, was proposed and
approved. Consequently, 65,447,638 Warrants were
issued, conferring rights to the holders of the Warrants
until 31 December 2006 to subscribe for up to an
aggregate of 65,447,638 Shares at an initial subscription
price of HK$20 per Share, representing an aggregate
subscription price of HK$1,308,952,760.

During the year, 19,990,780 new Shares were issued
on exercise of the Warrants. Exercise in full of the
remaining outstanding Warrants would, under the
present capital structure, result in receipt by the
Company of HK$909,137,160 in subscription monies
and the issue of 45,456,858 new Shares.

33.

34.
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AEERBE-_TTEAF T _A=1—
AL EFEEICE L 2 @A B RERR
3,047,000/ 7T (ZFFM4: TEIT) A
X KB

mREE
R-ZZENENA=Z+HEBRITZAAT
BRERFIAE L ARAREZRERFH
ARNA B R A+ B AR D B — 10 SRR
T2 Blm AR A AR R B TALAR SR AR
F([REAEE]) WS F L - A
A BB 3 1765,447,63810 iR AR AE 75 - H
HAEANEE TREFAIR_ZZTF+=
B=+—BZa RER20ETZIF
REE RBHRZE 165,447,638k K
7 HERREES $£1,308,952,760/7%
=

FA RBREEBETHERLD FI
19,990,780 # iR 17 © 1R & 3R 17 IR A 45
B 2ETEERERITERRES K
B 2 K ) U B A £909,137,1605% 7T
RS 5B & B 1T745,456,858[% F AL 7 ©



35.

ACQUISITION OF SUBSIDIARIES

In 2004, the Group acquired Elec & Eltek International
Holdings Limited and its subsidiaries for a consideration
of HK$2,128,309,000. This acquisition has been
accounted for by the acquisition method of accounting.
The amount of goodwill arising as a result of the

35. BB AR

RZT T4 - 7R RS R &
BREESRARREWNBAR REA
2,128,309,000 Lo W E LA g &
FEAR - BWBEEAEZHAER
1,248,639,000% T ° FY 2N £F 5 A 7 £ Ui

acquisition was HK$1,248,639,000. No acquisition of BB QT
subsidiaries is noted in the current year.
NET ASSETS ACQUIRED BAEEFRE
2005 2004
—EERF —FTF
HK$’000 HK$'000
FExT Fi&TT
Other properties, plant and equipment HimZ - -WE R - 2,335,378
Interests in jointly controlled entities REREG B 2 - 8,581
Non-current deposits R & - 58,250
Intangible assets mREEE - 2,329
Deferred tax assets RIETRIBE E - 10,657
Inventories TFE - 487,072
Trade and other receivables and B 5 & H b e AR R R
prepayments AN - 1,232,588
Bank balances and cash RITEB NI - 162,350
Trade and other payables B 5 & H b fE T BRX - (1,053,584)
Taxation payable FEAS B IR - (9,922)
Bank borrowings R1TEE - (1,363,591)
Deferred tax liabilities FEEFIBEE - (37,365)
Minority interests DB R - (953,073)
- 879,670
Goodwill S - 1,248,639
Total consideration wHRE - 2,128,309
Satisfied by: TATBA
Cash B - 1,810,097
Investment securities BEEE - 318,212
- 2,128,309
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N
35. ACQUISITION OF SUBSIDIARIES (continued) 35. WEKBLQTE (&)
NET ASSETS ACQUIRED (continued) BAEEZRE (&)
2005 2004
—EERF —ETF
HK$’000 HK$'000
FHBxT F&TT
Net cash outflow arising on acquisition: WEEEE 2RSSR
VHER
Cash consideration BeRE - 1,810,097
Bank overdraft acquired BARTES - 87,271
Bank balances and cash acquired BARTEHRER S - (162,350)
Net outflow of cash and cash equivalents FLUW BB A 7 2
in respect of the acquisition of RekReEEIEAEE
subsidiaries i RanpE-L] - 1,735,018
The subsidiaries acquired in 2004 contributed R-ZEZTNFREZHBRAREAEE
HK$394,581,000 to the Group’s turnover and & %8 A B 394,581,000 7T & H AR &£
HK$52,706,000 to the Group’s profit from operations B 48 25% A & Bk 52,706,0005 Tt

for that year.

36. MAJOR NON-CASH TRANSACTIONS 36. FEFRERS
As at 31 December 2005, an amount of HK$58,787,000 R-ZZEZERF+_A=+—H FRHA
(2004: HK$234,932,000) relating to other properties, BEEMYWE BEEXBHEEBZ
plant and equipment which were acquired during the 58,787,000 7t (= T T I F :
year had not yet been paid. 234,932,000 7T ) B I AR E o
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37. COMMITMENTS 37. EIE
2005 2004
—EETRF ZETPUF
HK$’000 HK$’000
FBT FAT
Capital expenditure contracted for but not FEEWE FEL
provided in the consolidated financial HEmMEETA
statements for the acquisition of BARREGEVERE
properties, plant and equipment EHEE AR H 193,479 189,722
Capital expenditure authorised but not HEBRFTL 2
contracted for BEARYH 3,327 =
196,806 189,722
38. OPERATING LEASES 38. KEHEY
2005 2004
—EETRF ZETPUF
HK$’000 HK$’000
FBT FAT
The Group as lessee: EE NS T e
Lease payments charged to the FANBEHZE KRR
consolidated income statement 2 A
during the year
— for premises e /E 10,924 10,741
— for plant and machinery — B E R s 1,243 3,842
12,167 14,583
Under the leases entered into by the Group, all lease RIBANSEERI S 2HL FrEHELONR
payments are fixed and predetermined. Y REERBREE
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N
38. OPERATING LEASES (continued) 38. RKREHLY &)
At the balance sheet date, the Group’s future lease ReEE R AEBRE R B
payments under non-cancellable operating leases are TR B 18 244 > A4 2B T 5l 8
payable as follows:
DEANE
Premises Plant and machinery
/S BER#eE
2005 2004 2005 2004
—ZETHE ZETNF —TTHFE ZTTHEF
HK$'000 HK$’000 HK$'000 HK$’000
FTERT FTAT THER FTAT
Within one year R—FR 6,246 10,234 379 866
After one year but not R—FHEERAEFA
later than five years 5,910 8,860 - 420
After five years RAF% 21,504 25,564 - =
33,660 44,658 379 1,286
2005 2004
—EZTHF —ETNF
HK$’000 HK$'000
FET FA&TT
The Group as lessor: RASETLA:
Rental income credited to the RE RN ARE REEK
consolidated income statement Z e WA B kR
during the year, net of outgoing % $440,0007% 7T
amount of HK$40,000 2,013 2,205

The Group’s investment properties are rented to outside
parties for periods up to three years at fixed
predetermined amounts. At the balance sheet date, the
Group had contracted with tenants to receive the

following future minimum lease payments:

AEBEZRENEDRATBEELER
HERTFHIRAL BHRKREA=F-R
‘RER AKBECEBAPITYAA AR
BRI Z AR T

2005 2004

—2EEE  —TENE

HK$’000 HK$'000

FBT FAT

Within one year R—FA 828 1,329
After one year but not later than five years R—FEEBERAEFER 324 1,081
1,152 2,410
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39.

40.

41.

FORWARD CONTRACT COMMITMENTS 39. EHINMESHNKIE
2005 2004
—E2ERE —ETME
Forward contracts held at the balance EERERHER
sheet date as hedge of the Group’s $E EMEER
monetary assets and liabilities: BEZEHINESH:
- sale of United States dollar —HEET - US$1.3 million
1,300,000 J©
— purchase of Japanese yen —HBEH - JPY138.3 million
138,300,000H
CONTINGENT LIABILITIES 40. FAREE
During the year, the Group continued to take legal action FR AEBEEBEERNTPRIVAETE-
against customers to recover overdue trade receivables. B BHE S EKRR B R AT
With regard to the three customers which were My BRERFIEE 2 =2%F (X
particularly referred to in previous periods’ financial RANEE 412,000,000 7T)  AEBEE
statements, and which collectively owe approximately FREBEREANRERZE S EUE
HK$12 million to the Group, it is the intention of the KRR R EEITH R - 5218 B8 B R
directors that the Group will continue vigorously to NERZBEFPREZCRRE D RKRIELD
pursue the recovery of the outstanding trade receivables 3#9,000,000% 7T °
and to defend against the counter-claims, amounting
to approximately HK$9 million, which have been lodged
by the delinquent customers.
RETIREMENT BENEFITS SCHEME 41. EBKRERFE
The Group participates in both a defined contribution N5 [ (R B 2 00— TEAR SR B S R (R ET &)

scheme which was registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme”)
and a Mandatory Provident Fund Scheme (the “MPF
Scheme”) which was established under the Mandatory
Provident Fund Ordinance in December 2000. The
assets of the schemes are held separately from those
of the Group and are invested in funds under the control
of independent trustees. Employees who were members
of the ORSO Scheme prior to the establishment of the
MPF Scheme are members of both the ORSO Scheme
and the MPF Scheme, whereas all new employees
joining the Group on or after December 2000 are
required to join the MPF Scheme.
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41.

42.

RETIREMENT BENEFITS SCHEME (continued)
Employees of subsidiaries in the PRC are members of
the state-sponsored pension scheme operated by the
PRC government. The subsidiaries are required to
contribute a certain percentage of their payroll to the
pension scheme to fund the benefits. The only obligation
of the Group with respect to the pension scheme is to
make the required contributions.

Payments to the ORSO Scheme, the MPF Scheme and
the state-sponsored pension schemes of approximately
HK$34,891,000 (2004: HK$7,418,000), net of forfeited
contributions of approximately HK$1,968,000 (2004:
HK$314,000), are charged to the consolidated income
statement.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY

Details of the Company’s principal subsidiaries at 31
December 2005 are as follows:

Place of
incorporation/ Issued and
registration fully paid

and operation share capital/

41.

42.

RKBENEE (@)

hE AR 2 B8 AR ERTEES
B3R A B RN AR R AT BIA B - X S B
RAARFEI N Z R —EALRAR
fREH B AT A 1B F) - A W RLIR I
BRI - EEAIMNABER

FBEERAE 2B RERE
BDEAKBMEF BN ZHRD
% 34,891,000 & (= T F M
% :7,418,000/& 7T) * B HIBR 2 M KA
1,968,000/ 7t (=T F M4 : 314,000/%
7T) W BEE RS KTk

AAREEMBARFE

ARAEEHBAAR-BETRE =
A=+—BZEEMT:

Proportion of
the ownership
interest held

SRR/ registered capital by the Company
Name of subsidiary 2Lk BETRAR ARAAEE Principal activities
WEARER e RE/GAMER  RAERWLA TERH
%
Fogang Kingboard Industry Ltd. PRC! RMB695,353,935 61.81 Manufacture and
fEAZEEXERAF hE ! AR #695,353,9357T distribution of
copper foil
HERAHETE
Guangzhou Chung Shun PRC! US$42,495,000 100 Manufacture and
Century Fibre Glass Co., Ltd. HE ! 42,495 000 T distribution of
EMBEHEREERAA glass yarn
HERDHEREY
Hong Kong Fibre Glass Hong Kong/ HK$2 100 Manufacture and
Company Limited PRC 2B distribution of
RERBEEFRAR B%/HE glass fabric
RERDHERAED
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42.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY (continued)

Place of
incorporation/ Issued and
registration fully paid

and operation

share capital/

42. XRPAFEMBLARFHE (&)

Proportion of
the ownership
interest held

HMEL/ registered capital by the Company
Name of subsidiary 2Lk BETRAR ARAAEE Principal activities
WEARER EEHY RA/ZMER  RAEZLA TEEE
%
Huiyang Techwise Circuits PRC! HK$131,058,817 90 Manufacture and
Co., Ltd. HE! 131,058,817 distribution of PCBs
EGRBEERBERAF BT 7 SN 55 1R
Jamplan (BVI) Limited British Virgin US$1,000 100* Investment holding
Islands * 1,000% 7 REER
KEEIHE !
King Board (Panyu) Chemical PRC! HK$100,000,000 100 Manufacture and
Co., Ltd. HE ! 100,000,000% 7t distribution of
BEGRNIBRAT chemicals
HERAHCIER
Kingboard (Fogang) Insulated PRC! US$6,115,000 100 Manufacture and
Material Company Limited HE ! 6,115,000% 7t distribution of
BE () BGMBERAR bleached kraft paper
HER A HEAARER
Kingboard (Fogang) Laminates PRC! US$12,000,000 100 Manufacture and
Co. Limited HE ! 12,000,000 7t distribution of
BEGRBERERAR laminates
SERAHEAAR
Kingboard (Fogang) Paper PRC! US$12,000,000 100 Manufacture and
Laminates Co. Ltd. HE ! 12,000,000 7t distribution of
BE (M) BEARERAR laminates
HERAHERAR
Kingboard (Hebei) Cokechem PRC! RMB96,000,000 100 Manufacture and
Co. Limited HE ! A K #96,000,0007T distribution of coke

BE (ML) BLERAR

RERDBER
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42.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY (continued)

Place of
incorporation/ Issued and
registration fully paid

and operation share capital/

42. XRPAFEMBLARFHE (&)

Proportion of
the ownership
interest held

HMEL/ registered capital by the Company
Name of subsidiary 2Lk BETRAR ARAAEE Principal activities
WEARER EEHY RA/ERER  RAERLH TEEE
%
Kingboard (Hebei) Chemical PRC! RMB64,000,000 100 Manufacture and
Co. Ltd HE ! A K #64,000,00070 distribution of
BEOIE) L IERA chemicals
SERAHEIER
Kingboard (Lianzhou) Fibre PRC! US$11,600,000 100 Manufacture and
Glass Co. Limited HE ! 11,600,000 7t distribution of
BECGEN) BBEERERAT glass yarn
Kingboard (Lianzhou) Copper PRC! US$12,000,000 61.81 Manufacture and
Foil Limited HE ! 12,000,000% ¢ distribution of
BE(EM) BEERAR copper foil
HERDHATE
Kingboard (Panyu Nansha) PRC! RMB380,000,000 100 Manufacture and
Petrochemical Company HE ! A K #380,000,0007 distribution of
Limited chemicals
B (ZBEY)ALARAH SERAHEIER
Kingboard Copper Foil Bermuda * US$72,250,000 61.81 Investment holding
Holdings Limited BRE’ 72,250,000 75 BB R
Kingboard Investments Limited Hong Kong HK$8,000 100 Investment holding
BERAERAR B 8,0007% 70 REER
Kingboard Laminates (Jiangmen) PRC! HK$118,400,000 100 Manufacture and
Co., Ltd. HE ! 118,400,000% 70 distribution of

IFRERERBRA
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42.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY (continued)

42. XRPAFEMBLARFHE (&)

Place of
incorporation/ Issued and Proportion of
registration fully paid ~ the ownership
and operation share capital/ interest held
HMEL/ registered capital by the Company
Name of subsidiary 2Lk BETRAR ARAAEE Principal activities
WEAREE e RE/AMER  RARZWA TEEH
%
Kingboard Laminates (Kunshan) PRC! US$32,010,000 100 Manufacture and
Co., Ltd. HE ! 32,010,000% 1t distribution of
BEEER(BL)ERAR laminates
HERDEBRFAR
Kingboard Laminates Hong Kong/ Ordinary shares 100 ** Manufacture and
Limited PRC - HK$2 distribution of
EERERERAR &/ mE LEk laminates
-2AT RERAHERAR
Non-voting
deferred shares
- HK$10,580,000
ERFE
BER
- 10,580,0007% 10
Kunshan Yattao Chemical PRC! US$12,500,000 100 Manufacture and
Co., Ltd. hE ! 12,500,000% T distribution of
ELRBELIBRAR laminates
HERHEBRHAR
Techwise Circuits Company Hong Kong HK$4,000,000 0 Investment holding and
Limited Bk 4,000,000% ¢ distribution of PCBs
HERRERAR REZERRA HEDRI
RIER
Techwise Shirai (Fogang) PRC! HK$85,000,000 63 Manufacture and
Circuits Limited HE ! 85,000,000 7T distribution of PCBs
MERH (fE) ERERLA BHE R P Rl R R
Elec & Eltek International Bermuda/ HK$122,467,240 100 Investment holding
Holdings Limited Hong Kong  122,467,240% ¢ REZK
Kz EEREEERAA RRE/BR
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42.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY (continued)

Place of
incorporation/ Issued and
registration fully paid

and operation share capital/

42. XRPAFEMBLARFHE (&)

Proportion of
the ownership
interest held

HMEL/ registered capital by the Company
Name of subsidiary 2Lk BETRAR ARAAEE Principal activities
WEARER e RE/AMER  RARZWA TEEH
%
Elec & Eltek Display Technology PRC 2 US$14,700,000 98 Manufacture and sales
(Guangzhou) Company Limited & 2 14,700,000% 70 of LCDs
KHNZEEMNBEREERAA HERHERRE
BT R
Avatex (Guangzhou) Communication PRC ? US$5,400,000 98 Manufacture of magnetic
Company Limited HE 2 5,400,000 7T products
B2 (BM) BAERAT HEHBER
Elec & Eltek International Singapore US$89,535,112 70.19 Investment holding
Company Limited s 89,535,112% 7T REEK
Rz EREERAR
Kai Ping Elec & Eltek PRC 2 US$16,650,000 66.68 Manufacture and
Company Limited I 2 16,650,000 7t distribution of PCBs
REKHNZEEFERAR SR A 8RR 5 1R
Kaiping Elec & Eltek No. 2 PRC 2 US$15,250,000 66.68 Manufacture and
Company Limited HE 2 15,250,000% 70 distribution of PCBs
RERHNZEEFE_BRAA R A BRI R R
Kaiping Elec & Eltek No. 3 PRC 2 US$51,650,000 66.68 Manufacture and
Company Limited HE 2 51,650,0005% TT distribution of PCBs
BEKAZEEFE=BRAA 2E RS ORI &% R
Kaiping Elec & Eltek No. 5 PRC 2 US$14,800,000 66.68 Manufacture and
Company Limited I 2 14,800,000% ¢ distribution of PCBs
RERHNZEEFERABRAA SR A 8RR 5 1R
Elec & Eltek (Guangzhou) PRC ? US$51,200,000 68.79 Manufacture and
Electronic Company Limited HE 2 51,200,000% T distribution of PCBs

EhzE (BM) EFARAA

144 Kingboard Chemical Holdings Limited #5E{tT4® e Annual Report 2005 —ZZREER

BERD BRI R



42.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 42. AAREEMBE LA RFE (@)

THE COMPANY (continued)

Place of
incorporation/ Issued and Proportion of
registration fully paid ~ the ownership
and operation share capital/ interest held
HMEBYL/ registered capital by the Company
Name of subsidiary 2Lk BETRAR ARAAEE Principal activities
WEARER XY BA/ZmER  RAEZNLA TEER
%
Elec & Eltek (Guangzhou) PRC 2 US$6,000,000 68.79 Research and
Technology Company HE 2 6,000,000% 7¢ development,
Limited manufacture and
KHZEBMNETRE distribution of PCBs
BRAHE e 28 & 2 #HEN
RER
Guangzhou Elec & Eltek Microvia PRC 2 US$18,024,000 68.79 Manufacture and
Technology Limited I 2 18,024,000% 1t distribution of PCBs
BEMEFREMARRERAA 2E RS ORI R % R
Guangzhou Elec & Eltek PRC 2 US$25,000,000 68.79 Manufacture and
High Density Interconnect HE 2 25,000,000 7T distribution of PCBs
Technology No. 1 Company HER A HE R IR
Limited
BMGHNZ R RBEERR
F-BRAF
Nanijing Elec & Eltek Electronic PRC 2 US$8,752,000 51.98 Manufacture and
Co., Ltd. HE 2 8,752,000% 10 distribution of PCBs
AREFZEETARAHA 2ER S HEEDRI &% R
Elec & Eltek (Thailand) Thailand Baht780,000,000 70.19 Manufacture and
Limited HH 780,000,000% £k distribution of PCBs
SR A 8RR AR
Pacific Insulating Material Thailand Baht650,000,000 70.19 Manufacture and
(Thailand) Limited ZH 650,000,000%% & distribution of PCB
raw materials
SE R A 8RR R
RA#
Shenzhen Pacific Insulating PRC 2 RMB67,491,458 65.63 Manufacture and
Material Co., Ltd. I 2 AR 67,491,458 distribution of PCB

RIKFFRENRBERDA

raw materials
BE R 7 SN 55 1R
R ¥Rk
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Notes to the Financial Statements (continued) Bt¥5RERMizE (&)
For the Year ended 31 December 2005 # %

42.

43.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY (continued)

The Company directly holds the interest in Jamplan (BVI)
Limited. The Company’s interest in all other subsidiaries is
held indirectly through Jamplan (BVI) Limited.

*x None of the non-voting deferred shares of Kingboard
Laminates Limited is held by the Group. The deferred shares
carry no rights to receive notice of or to attend or vote at any
general meeting of the company and have practically no rights
to dividends or to participate in any distribution on winding

up.

W These are investment holding companies which have no
specific principal place of operations.

L These companies were established in the PRC in the form of
Wholly Foreign-owned Enterprises.

2 These companies were established in the PRC in the form of
Sino-Foreign Equity Joint Ventures.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors of the Company,
principally affected the results or assets of the Group.
To give details of other subsidiaries would, in the opinion
of the directors of the Company, result in particulars of
excessive length.

None of the subsidiaries had issued any debt securities
at the end of the year.

COMPENSATION OF KEY MANAGEMENT
PERSONNEL

The remuneration of directors and other members of
key management during the year is as follows:

—EERFF+_A=1T—HIFFE

42.

43.

ARBFENBQAFHEE &)

* R A F H #Z# A Jamplan (BVI) Limited 2
-5 NGNS R NG - £ 32
# @ Jamplan (BVI) Limited & # 5 4 °

¥ AEEWBFFREEERER AR E
BRERBIRIE A0 o 5% TR FE AR 0 30 ] 3 A 42
WARMEMBRRAGBEXEEAZEAE
RARTR 2 R TREEERAR B A5 R
EE DK

L HERBRERRAR WERFEZEREE
i B o

L WERATIANE RER A ERBEKT -

2 HWERNTTARIIABA LD ERRAESD

B K 3L

LRFIIAAATNEERATIEHEAR
EEEARAE L AN AN BA A
AAEERATIHEMI B R T2 HE
EBRTE-

5 I 2 ) 4 1 4 6 1 4 (T 4R
B %
FTEEBAEME

ERN EEREMTEEEAS 2 ME
mT

2005 2004

—2sEF  -—TIME

HK$’000 HK$’000

FBT FAT

Short-term benefits %5 HA 18 A 87,383 72,241
Share-based payments VA B 0 F2 201 3R 1,917 =
89,300 72,241

The remuneration of directors and key executives is
determined by the remuneration committee having
regard to the performance of individuals and market
trends.
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