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The directors are pleased to present their first annual reportand  EEEMARZSA QAR REWE LA (5778 [ A%
the audited consolidated financial statements of the Company B &HEZ-ZTZT F+-_A=+—HILFEZH
and its subsidiaries (collectively referred to as the "Group”) for D FRIEEXGA M HERE-

the year ended 31 December 2006.

CORPORATE REORGANISATION EEA

The Company was incorporated and registered as an exempted ~ ARRR =TT FHA+AERSHS MR
company with limited liability in the Cayman Islands on 10 May S &LA—RERRZ AR AR BEFHEEAAFR
2006. Pursuant to a group reorganisation to rationalise the MR EEBHMAZSAARRAE (MBZFT]) TRk E
structure of the Group in preparation for the public listing of the T R&EE#EITEAT AR IERE®E > 3248 #
Company’s shares on the main board of The Stock Exchange of  Ilb' AARIR =TT XNF+— AKAREBIIRER
Hong Kong Limited (the “Stock Exchange”), the Company BRRIZIERARARRBRNR -ETAF+=
became the holding company of the companies now comprising A+ B #BREF AT ER e

the Group in November 2006 and the Company’s shares became

listed on the main board of the Stock Exchange on 7 December

2006.

Details of the group reorganisation are set out in note 1to the  SEEMAZFIBHRRGEATHHEME - THRAR
consolidated financial statements and are more fully explained RIEZZTENF+—AZ+HABAFE 2 BRER
in the paragraph headed ”“Corporate reorganization” in  ([HBIRERR]) KisE AR EH] —BAEFEHR
Appendix VI to the prospectus of the Company dated 24 -

November 2006 (the “Prospectus”).

PRINCIPAL ACTIVITIES FEXEK

The Company acts as an investment holding company. The ARARAKREIERAR EFBHBARNEBLH
activities of its principal subsidiaries are set out in note 37 to the ~ RARA B TEREMZEIT ©

consolidated financial statements.

RESULTS AND DIVIDENDS RERKRE
The results of the Group for the year are set out in the AEBZAFEEEFEHNEIOFLEARWERA-

consolidated income statement on page 49.

During the year, the Company declared payment of a special  FR AR AIRARARMG LHATAR T F
dividend prior to the listing of the Company’s shares of HK$0.702  +— A+THB&F|AATRER LMK —RRSIK
per share, amounting to HK$2,000,000,000 in total, to the sole  #3IA% E&A%0.702/5 7T A £ 42,000,000,0005%
shareholder whose name appeared on the register of members - BBREER-_ZETNF+-_A+HBX -

of the Company on 15 November 2006 and the amount was paid

on 7 December 2006.

The Directors do not recommend the payment of a final dividend =~ ZBERZF R AFE 2 KRS -
for the year.
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TRADING RESULTS AND PUBLISHED PROFIT
FORECAST

The Group's consolidated profit attributable to equity holders
of the Company for the year amounting to approximately
HK$1,638 million, representing an excess of approximately HK$14
million over the profit forecast as set out in the Prospectus.

SHARE CAPITAL
Details of the movements during the year in the issued share
capital of the Company are set out in note 29 to the consolidated

financial statements.

PURCHASE, SALE OR REDEMPTION OF SHARES
During the period under review, there was no purchase, sale or
redemption by the Company or any of its subsidiaries of the

Company's listed securities.

RESERVES

Details of the movements during the year in the reserves of the
Group are set out in the consolidated statement of changes in
equity on pages 52 and 53.

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

At 31 December 2006, the sum of the retained profits, the share
premium and the special reserve of the Company amounted to
approximately HK$4,637,318,000.

INVESTMENT PROPERTIES

The Group'’s investment properties were revalued as at 31
December 2006, resulting in an increase in fair value of
approximately HK$7,163,000 which has been credited to the
consolidated income statement.

PROPERTIES, PLANT AND EQUIPMENT

Expenditure of approximately HK$812,843,000 was incurred
during the year primarily to expand the production capacity of
the Group. Details of all the changes during the year are set out

in note 16 to the consolidated financial statements.

ESEERKTE ZERTER
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PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December
2006 are set out in note 37 to the financial statements.

DONATIONS

During the year, the Group made charitable and other donation
totalling approximately HK$3,824,000.

DIRECTORS AND DIRECTOR'S SERVICE
CONTRACTS

The directors of the Company (“Directors”) during the period
from 10 May 2006 (date of incorporation) to 31 December 2006
and up to the date of this report were:

Executive Directors:
Mr. Cheung Kwok Wa (Chairman)
(appointed on 20 July 2006)
Mr. Cheung Kwok Keung (Managing Director)
(appointed on 20 July 2006)
Mr. Cheung Kwok Ping
(appointed on 10 May 2006)
Mr. Lam Ka Po
(appointed on 5 November 2006)
Mr. Cheung Ka Ho
(appointed on 20 July 2006)
Ms. Chan Sau Chi
(appointed on 10 May 2006)
Mr. Liu Min
(appointed on 5 November 2006)
Mr. Zhou Pei Feng
(appointed on 5 November 2006)

Non-executive Director:
Mr. Lo Ka Leong
(appointed on 20 July 2006)

Independent non-executive Directors:
Mr. Chan Charnwut Bernard
(appointed on 5 November 2006)
Mr. Chan Yue Kwong, Michael
(appointed on 5 November 2006)
Mr. Leung Tai Chiu
(appointed on 5 November 2006)
Mr. Mok Yiu Keung, Peter
(appointed on 5 November 2006)

ETENBAF
AAREEWBATR -FEAF+-A=+—F
2 FHE R BRI 37 -
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DIRECTORS AND DIRECTOR'S SERVICE
CONTRACTS (continued)

All the Directors, namely, Mr. Cheung Kwok Wa, Mr. Cheung
Kwok Keung, Mr. Cheung Kwok Ping, Mr. Lam Ka Po, Mr. Cheung
Ka Ho, Ms. Chan Sau Chi, Mr. Liu Min and Mr. Zhou Pei Feng
who are executive Directors, Mr. Lo Ka Leong, who is a non-
executive Director, Mr. Chan Charnwut Bernard, Mr. Chan Yue
Kwong, Michael, Mr. Leung Tai Chiu and Mr. Mok Yiu Keung,
Peter, who are independent non-executive Directors, will retire
from directorship by rotation and will be eligible for re-election
as Directors at the forthcoming annual general meeting of the
Company.

Each of the executive Directors had entered into a service
contract with the Company for an initial term of three years
commencing from 5 November 2006. Each service contract will
continue thereafter until terminated by not less than one month’s
notice in writing served by either party on the other.

Each of the non-executive and independent non-executive
Directors had been appointed for an initial term of two years
commencing in November 2006. In addition, the appointment
of the non-executive director will continue after the initial term
unless terminated by three months’ notice in writing served by
either party on the other. The appointment of the independent
non-executive directors will continue after the initial term unless
otherwise agreed between the parties. All Directors are subject
to retirement by rotation in accordance with the Company’s
Articles of Association and the Rules Governing the Listing of
Securities on the Stock Exchange (“Listing Rules”).

Biographical details of the above Directors are set out in the
section headed “Directors’ and Senior Management'’s

Biographies” on pages 13to 17.

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

BEENEECRESHN &)

MITERREELE KRB AL REFRE M
RERLE REXFAEE RELNE BGEERE
RIEELE SFRITESER AL BUIFNMTES
RSB BRI REBBAE MR RE T
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DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2006, the interests of the Directors and their
associates in the shares, underlying shares and debentures of
the Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFQO")), as
recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies, were

as follows:

Long position

(a) Non-voting deferred shares of HK$1 each of Kingboard
Laminates Limited, a wholly-owned subsidiary of the

Company

EEoRAER
RIZEXF+_A=+—H ESREEHE
ATRAAB REREAE (E& LESFRPEK
Bl (T H R EAEIEH]] ) SBXVER) Z 87 8RR %
RiESP BEANDRIREE S R EIEHIHE352(5
FEZECMAGEZ#ERS IRELMARES
EITEFR ZNIZETH BN AR R KRB
FEZSINR

=3}

(@) AARZEMBLRRBFRERERLA
BREE1EBTZERFEEELR G

Number of non-voting

Name of Director Capacity deferred shares held

EEgA 514 FSEREEETRAOHE
(Note 1)
(KfzE1)

Mr. Cheung Kwok Wa Beneficial owner 1,058,000

REIEE ST A4 EREEA

Mr. Cheung Kwok Keung Beneficial owner 529,000

SR B985t 4 EREEA

Mr. Cheung Kwok Ping Beneficial owner 952,200

REIF e EREEA

Mr. Lam Ka Po Beneficial owner 581,900

MEETE ERBEBEA

(b) Ordinary shares of HK$0.10 each in KCHL, the ultimate

(b) ARARBKRERARBELIE

BRE

holding company of the Company H0.10B T2 EREBR

Approximate

percentage of

the issued

Number of share capital

issued ordinary of KCHL

shares held HEELCEIEE

Name of Director Capacity e 817 ERTRA

EEpE 54 ZER#E ZBHEDHT

Mr. Cheung Kwok Wa Beneficial owner 1,360,779 0.16
REIEE ST A4 BERBEBA

Mr. Cheung Kwok Keung Beneficial owner 723,252 0.09
R B985t 4 BERBEBA

Mr. Cheung Kwok Ping Beneficial owner 1,582,853 0.19
REIF e BERBEBA

Mr. Lam Ka Po Beneficial owner 625,934 0.08
MEETE BERBEBA
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DIRECTORS’ INTERESTS IN SHARES (continued) BEECROER &)
(c) Share options of KCHL (c) BEtIEEZEBLERE

Interest in
underlying shares of
KCHL pursuant to
share options

Name of Director Capacity BABREET
EEpgg 514 BEECISEEERDER
Mr. Cheung Kwok Wa Beneficial owner 3,308,000
sRBIEE S A EnEEA
Mr. Cheung Kwok Keung Beneficial owner 3,559,000
SR B8 LA EnEEA
Mr. Cheung Kwok Ping Beneficial owner 3,363,000
sRBE LA EnEEA
Mr. Lam Ka Po Beneficial owner 3,559,000
MRELAE EnEEA

13,789,000

(d)  Ordinary shares ("EEIC Shares”) in Elec & Eltek (d) ZAAFEBRERMBATKMNZEEEERL
International Company Limited (“EEIC"), a fellow 7 ([EEIC]) 2 & B (TEEICK 7 ])
subsidiary of the Company

Approximate

Number of percentage

issued of the issued

EEIC share capital

Shares held of EEIC

Name of Director Capacity FrE 81T {REEICERITRAE

EEpR 54 EEICR# & B ZBHED

Mr. Cheung Kwok Wa Beneficial owner 278,400 0.16
REIEE ST A4 EREAEA

(e) Share options of EEIC (e) EEICZBEBRE

Interest in

underlying EEIC

Shares pursuant

to share options

BrREBREET

Name of Director Capacity EEICHHER

EEpE 54 IR A0

(Note 2)

(Fizt2)

Mr. Cheung Kwok Wa Beneficial owner 973,200
SREIEE S A4 E=BAA
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DIRECTORS’ INTERESTS IN SHARES (continued)

Notes:

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

2. The interests were by virtue of an aggregate of 811,000 share options

accepted by the Director on 24 June 2005. The number of share options
were subsequently adjusted pursuant to the 1 for 5 bonus issue effected
on 13 October 2005. The relevant Director is entitled to subscribe for
EEIC Shares at an adjusted exercise price of U5$2.033 per EEIC Share.
The share options are exercisable in whole or in part at the staggered
manner within 5 option periods, commencing on 26 November 2006, 26
November 2007, 26 November 2008, 26 November 2009 and 26 March
2010 respectively and all ending on 24 May 2010.

Other than as disclosed above, none of the Directors nor their
respective associates had any interests or short positions in any
shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the SFO) as at 31 December 2006.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than as disclosed above, at no time during the year was
the Company, its holding companies, or any of its subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any

other body corporate.

SHARE OPTIONS

As at 31 December 2006, no share option scheme had ever been

adopted by the Company.

At the forthcoming annual general meeting of the Company, an
ordinary resolution will be proposed for approval by the
shareholders of the Company to adopt a share option scheme
for the Company (“Share Option Scheme”) pursuant to which
eligible participants may be granted options to subscribe for
shares in the Company upon and subject to the terms and
conditions of the Share Option Scheme. Further details of the
Share Option Scheme will be set out in a circular which will be
despatched to the shareholders of the Company prior to the

forthcoming annual general meeting of the Company.

1. Zli’iﬁ%ﬂﬁﬁgiﬁﬁﬁﬁiﬁ[ﬁ”ﬂZET“E@EELH&
19 o % SRR W R P A T 2B E IR E IR
ERRRATBERHERRAG NG LIRS Z%E
F» TR B URER AR 8. AN E AR E B DR 2 B4
e

2. ZERBEN—REEN _TTRF AT HBEER
£ #£811,00013 B SE AR T A - B ST IEAR BN B 1R
FA-ZZRF+A+Z AR REER T 2 AR BT
i 3% - [ & = PR AR BT TR E B AREEICAR (92.033
EILRBEEICKR M - BEBREN BB —TTXNF+—
A=+ARB —FZLF+—A=+ A —FTNF+
—AZ+ARB ZEEAF+-A-+tRER-Z-F
FZAZTARE-Z-ZFAA_TWALREAER
BRETEREAD RITREHBRE S D

B LREEIN R EERFT _A=+—HB#
BEERWER A ZHBEALRARBHELMA
BoxE (E& RRs RIEHMNEXVER) 2 EFk
0 HREARDREFTER DRGSR

BERORESF 22 H

B ESCIRERSN AR R HZER AR SREE B L
BISKF R MR A RN F AT R ES R
R HE BERNRBEZAEB AR R HEME
EABRZ B BT &

BrRBRE
R-BBEAF+=A=T+—B ARATGRME
A B S PR AR £ 81

RARRIEERREBEFAE b ARBKRE—A
LERER SRADAPCRIERBAR R 2B
SRR & ([BBBIERT &) Bt e E
SRR Bl AR R R R ZHR T A B
SEETERBRBEE ARBARRRN EE
R 8 2 Hb A BERN AR B EERRAF K
GRITAISRARRBIRETE 2 BEKA -
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

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

time during the year.

COMPETING INTEREST AND NON-COMPETE
UNDERTAKING

None of the Directors or their respective associates (as defined
in the Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange) had an interest in a business,

which competes or may compete with the business of the Group.

Subject to certain exceptions, KCHL had undertaken (the
"Non-compete Undertaking'’) to the Company that, at any time
during which the shares of the Company are listed on the Stock
Exchange and for so long as KCHL and its associates together
hold, whether individually or taken together, 30% or more of the
issued share capital of the Company or are otherwise regarded
as a controlling shareholder (as defined in the Listing Rules) of
the Company, KCHL will not, and will procure that its associates
(excluding the Group) will not, on its own account or with each
other or in conjunction with or on behalf of any person, firm or
company, carry on or be engaged in, concerned with or
interested in, directly or indirectly, whether as a shareholder (other
than being a director or a shareholder of the Group or its
associated companies), partner, agent or otherwise in the
manufacture and sale of laminates, or in any other business that
may compete, directly or indirectly, with any business carried on
from time to time by any member of the Group. For further details
on the Non-compete Undertaking, please refer to the Prospectus.

The independent non-executive Directors had reviewed the
confirmation provided by KCHL (“Confirmation”) which stated
that KCHL had not breached the terms of the Non-compete
Undertaking during the year. Based on the Confirmation, the
Company confirmed that KCHL had complied with the Non-
compete Undertaking during the year.

EECERENER

ARAR)EIERR AR FIRHE A BH R R R E
FISLAEMNEF E R EREF NERIE DA LR A
AREFEERRMEREERAEE ZEREH-

PR DR TR F R

EXIWERACMEA (EREBRMES LT
FA ([ EMRA) ) BER EAR BB ER A
REERBEF 2B RARES.

BETOSMERIN B TREC AR BAGE
([RBFAGE]) - RAR BN 3 P _E T HAfE
M2 AR R - 30 TS B S KB R A A RII3k
HEHFEARRBTEETRAS H30%HIA L KR
RBARBZEEBER (EE L LWAA) RIEEE
TEEBTE (LR REEBEA (TREAREE)
T8) BT B BRIRKREMAL BRRD
B EERIERAERBEIY REHBREIRK
EfrTERAEE AR B AR TR R 2 (A EB A
REFEERRERBET ZER (TRIABRR (FR1E
REAEEREBERNRZESHIWREIN A%
AREASEMED) HEETHRBEERE-BET
B A E— TG F2HBRER.

B SFMITE RO KEMBB(C TRERM
RE ([HERE]) EPERRBCITEREFAALE
BRTBFAGE IR -IRIBERE AR RERE
L TRENFER BB T I BF A
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ERFECMARE R-EEF+ A=+
B TOBR (EXFAREE TEE 2 #miRIN B
MEARBRERRNRRIEEITRA 2 BRI

SUBSTANTIAL SHAREHOLDERS

At 31 December 2006, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that, other than the interests disclosed above in respect
of certain Directors, the following shareholders had notified the
Company of their relevant interests in the issued share capital of
the Company.

Long position RE
Ordinary shares of HK$0.10 each in the Company KR E]FIREEO. 108 T2 Eidk

Approximate
percentage of
Number of the issued share

issued ordinary capital of the

Nature of shares held Company
Name of shareholder Notes interest FEERT (A LREET
BREREE i3 RENE ZREREE BRAZBNEI
Hallgain Management Limited (“Hallgain”) (a) Interest of a controlled 2,175,000,000 72.5%

corporation

S EE R
KCHL (b) Interest of a controlled 2,175,000,000 72.5%
BELIEE corporation

S EE R
Jamplan (BVI) Limited ("Jamplan”) (c) Beneficial owner 2,175,000,000 72.5%

E=REBA
Notes: Htat:

As at 31 December 2006, (i) no shareholders of Hallgain was entitled to
exercise, or control the exercise of, directly or indirectly, one-third or
more of the voting power at general meetings of Hallgain, and Hallgain
and its directors are not accustomed to act in accordance with any
shareholder’s direction; and (ii) Messrs. Cheung Kwok Wa, Cheung Kwok
Ping and Lam Ka Po, all of whom are Directors, are also directors of

(a) RZTZTRE+ZA=+—H ()BfEHallgainfR R A 1
MHallgainl R A ST sk B MBI RITTE=9—
A 2 FKIRHE - TiHallgain & H 2 E I TME BRI
BRI RITE () EFREE L & KRB TR ERMK
T A9 BHallgainZ EHe

Hallgain.
(b) KCHL are owned by Hallgain as to approximately 30.34% of the entire  (b) RZZZERF+=ZA=1—H Hallgain HAEEtLITE
issued share capital of KCHL as at 31 December 2006. H 2 E 2 TR L)30.34% = o
() Jamplan, a company incorporated in the British Virgin Islands, is a wholly- ©] Jamplan (—RREBE ZBESFMAY 2 A7) 28
owned subsidiary of KCHL. Mr. Lam Ka Po is a director of Jamplan. ET&EEZ 2B BAR -MRELLE RJamplan2 &
=

Other than as disclosed above, the Company had not been

notified of any other relevant interests or short positions in the

issued share capital of the Company as at 31 December 2006.

B bt EE IS AR RBEENEN —TTRF
T A=+ —HZARREBITRA A E A
RS ER -
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CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied with
the Code on Corporate Governance Practices (the "Code”) as
set out in Appendix 14 to the Listing Rules since the listing of
the Company on the Stock Exchange on 7 December 2006 up to
and including 31 December 2006 save for the deviation from code
provision A.1.1 of the Code. Under code provision A.1.1 of the
Code, the board of directors (“Board”) should meet regularly
and board meetings should be held at least four times a year. As
the Company was incorporated on 10 May 2006 and listed on
the Stock Exchange on 7 December 2006, during the period
under review, only two board meetings had been held. The
Company will ensure that code provision A.1.1 of the Code is

complied with in the future.

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less exacting than
the required standard set out in Appendix 10 to the Listing Rules
(the "Model Code"). Having made specific enquiry of all
Directors, all Directors have confirmed they have complied with
the required standard set out in the Model Code and the code
of conduct regarding securities transactions by directors adopted
by the Company.

The Company has received from each of the independent
non-executive Directors an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of the independent non-executive
Directors are independent for the purpose of Rule 3.13 of the
Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group’s largest customer was KCHL and its
subsidiaries other than the Company and its subsidiaries (the
“"KCHL Group"), and the percentage of sales attributable to it
was 18%. The percentage of sales attributable to the Group's
five largest customers combined was less than 30% of the Group's
total revenue. During the year, the percentage of purchases
attributable to the Group's largest supplier and the five largest
suppliers combined were 18% and 33% respectively.

EER

ESAR BARAR-BERFE+ - B BER
RHETEE-ZERF+-_A=1+—R (B¥E%
B) 8 FrimBE E AR RIS 4RSI 2 D RERE
SRR ([SFRID ESTAN TN R AR —E BT 5T
A2 - IRIBFANGXALT - BEFE ([EFE])
EEHHE YEFEARE I NREEESH AR
ARRE_ZEREFLATHREMKL YE-F
TRET A EARBRAA LT BARRREE
HERBRMAEES SR -ARAREB/NAR
BFTRIGSAN »

ARARDERRIEHTRRRN L RRIPER10PTER
ERE([RETA) ZERESTETESRR S Z
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MAJOR CUSTOMERS AND SUPPLIERS (continued)

At 31 December 2006, KCHL, a shareholder holding more than
5% of the Company’s share capital, had a beneficial interest in
one of the Group’s five largest customers. Save as disclosed
above, none of the Directors, their associates or any shareholder
(which to the knowledge of the Directors owns more than 5% of
the Company's share capital) had an interest in the major

customers or suppliers noted above.

CONNECTED TRANSACTIONS

The Group had the following connected transactions with its
connected persons during the year:

(a) The Group purchased chemicals and drill bits from KCHL
Group amounting to approximately HK$94,406,000 and
HK$9,108,000, respectively.

The Group sold laminates and related upstream
component materials to the KCHL Group amounting to
approximately HK$812,421,000 and HK$723,628,000

respectively.

In addition, the Group also provided drilling services to the KCHL
Group amounting to approximately HK$178,927,000 during the

year.

KCHL is the Company’s indirect holding company. As such, the
KCHL Group is deemed to be connected persons of the
Company pursuant to Chapter 14A of the Listing Rules.

The Company has applied to the Stock Exchange for a waiver
for the above connected transactions from strict compliance with
the requirements under Rule 14A.42(3) of the Listing Rules and
the Stock Exchange had granted such waiver to the Company
from compliance with the announcement and independent
shareholders’ approval requirements in relation to these

transactions.
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CONNECTED TRANSACTIONS (continued)

The Directors have engaged the auditor of the Company to
perform certain agreed upon procedures in respect of the
continuing connected transactions of the Group. The auditor has
reported its factual findings on these procedures to the Board.
The independent non-executive Directors have, for the purpose
of Rule 14A.37 of the Listing Rules, reviewed the continuing
connected transactions and the report of the auditor and have
confirmed that the aforesaid continuing connected transactions
have been entered into by the Company in the ordinary course
of its business, on normal commercial terms and in accordance
with the terms of the agreements governing such transactions
that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.

The purchase of chemicals and drill bits from the KCHL Group
during the year did not exceed the aggregate annual cap for the
financial year ended 31 December 2006 namely HK$113,000,000,
while the sale of laminates and related upstream component
materials and provision of drilling services to the KCHL Group
during the year did not exceed the aggregate annual caps for
the financial year ended 31 December 2006 namely
HK$1,960,000,000.

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

qualifications and competence.

The emoluments of the Directors are decided by the
Remuneration Committee based on the relevant Director’s
experience, responsibility and the time devoted to the business
of the Group.

PRE-EMPTIVE RIGHTS

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

SUFFICIENCY OF PUBLIC FLOAT
The Company has maintained a sufficient public float since the
listing of the Company’s shares on the main board of the Stock

Exchange.
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AUDITOR

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

the Company.

On behalf of the Board
Cheung Kwok Wa
CHAIRMAN

28 March 2007
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