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GENERAL AND BASIS OF PRESENTATION
OF CONSOLIDATED FINANCIAL
STATEMENTS

The Company was incorporated and registered as an
exempted company with limited liability in the Cayman
Islands on 10 May 2006, and its shares were listed on the
main board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange") with effect from 7 December 2006.
Its immediate parent company is Jamplan (BVI) Ltd., a
limited liability company incorporated in the British Virgin
Islands and its ultimate holding company is Kingboard
Chemical Holdings Limited (“"KCHL"), a company which
is an exempted company with limited liability
incorporated in the Cayman Islands with its shares listed
on the main board of the Stock Exchange. The addresses
of the registered office and principal place of business of
the Company are disclosed in the section headed
“Corporate Information” of the annual report.

Through a group reorganisation to rationalise the
structure of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) in preparation for
the listing of the Company’s shares on the Stock Exchange
(the “"Group Reorganisation”), the Company became the
holding company of the companies comprising the
Group. Details of the Group Reorganisation are more fully
explained in the paragraph headed “"Corporate
Reorganization” in Appendix VI to the prospectus of the
Company dated 24 November 2006 (the “Prospectus”).

The Group resulting from the Group Reorganisation is
regarded as a continuing entity. Accordingly, the
consolidated financial statements of the Group for the
year ended 31 December 2006 have been prepared using
the principles of merger accounting in accordance with
Accounting Guideline 5 “Merger Accounting for Common
Control Combinations” as if the group structure under
the Group Reorganisation had been in existence
throughout the two years ended 31 December 2006 or
since their respective dates of incorporation, whichever

is the shorter period.
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GENERAL AND BASIS OF PRESENTATION
OF CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

The Company is an investment holding company and the
principal activities of its subsidiaries are set out in note
37.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") NOT YET EFFECTIVE

The Group has not early applied the following new
standards, amendment or interpretations that have been
issued but are not yet effective. The directors of the
Company anticipate that the application of these
standards, amendment or interpretations will have no
material impact on the results and the financial position
of the Group.

HKAS 1 (Amendment) Capital disclosures'

HKFRS 7 Financial instruments: Disclosures'
HKFRS 8 Operating segments?
HK(IFRIC) - INT 7 Applying the restatement approach under

HKAS 29 Financial Reporting in
Hyperinflationary Economies®

HK(IFRIC) - INT 8 Scope of HKFRS 2
HK(IFRIC) - INT 9 Reassessment of embedded derivatives®
HK(IFRIC) - INT 10 Interim financial reporting and impairment?
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2. APPLICATION OF NEW AND REVISEDHONG 2. EAHERBIETENKRERZE

KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") NOT YET EFFECTIVE (continued)
HK(IFRIC) - INT 11 HKFRS 2 - Group and treasury

share transactions’

HK(IFRIC) = INT 12 Service concession arrangements®

Effective for annual periods beginning on or after 1 January 2007.
Effective for annual periods beginning on or after 1 January 2009.
Effective for annual periods beginning on or after 1 March 2006.
Effective for annual periods beginning on or after 1 May 2006.
Effective for annual periods beginning on or after 1 June 2006.
Effective for annual periods beginning on or after 1 November 2006.
Effective for annual periods beginning on or after 1 March 2007.

Effective for annual periods beginning on or after 1 January 2008.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared on the historical cost basis except for certain
properties and 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 Hong Kong Financial
Reporting Standards. In addition, the consolidated
financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Hong Kong Companies

Ordinance.
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SIGNIFICANT ACCOUNTING POLICIES 3. ESBX®
(continued)
Merger accounting for common control combinations HEZEF TSz E SR

The consolidated financial statements incorporate the
financial statement items of the combining entities in
which the common control combination occurs as if they
had been combined from the date when the combining

entities first came under the control of the controlling
party.

The net assets of the combining entities are combined
using the existing book values from the controlling parties’
perspective. No amount is recognised in respect of
goodwill or excess of acquirers’ interest in the net fair
value of acquiree's identifiable assets, liabilities and
contingent liabilities over cost at the time of common
control combination, to the extent of the continuation of
the controlling party’s interest.
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The consolidated income statement includes the results FEWRRBEERF2YAHREREZ
of each of the combining entities from the earliest date ZEAMTERE RIS B e (A
presented or since the date when the combining entities REREERE) (TmEREHTE0 2B

first came under the common control, where this is a
shorter period, regardless of the date of the common

control combination.

The comparative amounts in the consolidated financial
statements are presented as if the entities had been
combined at the previous balance sheet date or when
they first came under common control, whichever is

shorter.
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SIGNIFICANT ACCOUNTING POLICIES 3. FESHBE @)
(continued)
Basis of consolidation HEREEE

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company (its subsidiaries) made up to
31 December each year. Control is achieved where the
Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits

from its activities.

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.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.

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.

On acquisition of an additional interest in subsidiaries,
goodwill was calculated as the difference between the
consideration paid for the additional interest and the
carrying amount of the net assets of the subsidiaries
attributable to the additional interest acquired. If the
Group's additional interest in the net assets of the
subsidiaries exceeds the consideration paid for the
additional interest, the excess is recognised immediately
in the consolidated income statement.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

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 the consolidated income

statement 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
(calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the consolidated income statement in the period in

which the item is derecognised.

Properties, plant and equipment

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.

Depreciation is provided to write off the cost of items of
properties, plant and equipment other than the
properties, plant and equipment under construction 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:
Properties for own use Over the remaining
unexpired terms of
the leases or fifty years,
whichever is the shorter
Leasehold improvements 10 - 20%
Plant and machinery 10 - 20%
Furniture, fixtures and equipment 10-331/3%
Motor vehicles 20%
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Properties, plant and equipment (continued)
Properties, plant and equipment under construction,
representing property, plant and equipment in the course
of construction for production or for its own use purposes,
are carried at cost, less any identified impairment losses.
Properties, plant and equipment under construction is
classified to the appropriate category of property, plant
and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are
ready for their intended use.

An item of 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 asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item)
is included in the consolidated income statement in the
period 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 amortised over a straight-
line basis over the lease term. During the construction
period, the amortisation charge provided for 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).

Interests in an associate

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the
power to participate in the financial and operating policy
decisions of the investee but is not control or joint control

over those policies.
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Interests in an associate (continued)

The results and assets and liabilities of associates are
incorporated in the consolidated financial statement 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,
in substance, form part of the Group’s net investment in
the associate), 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 associate.

Any excess of the cost of acquisition over the Group's
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised as
goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment
as part of the investment. Any excess of the Group's share
of the net fair value of the identifiable assets, liabilities
and contingent liabilities over the cost of acquisition, after
reassessment, is recognised immediately in the
consolidated income statement.

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.

Impairment losses

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment losses (continued)

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.

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 in the
consolidated income statement 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
the consolidated income statement 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)

The Group as lessee (continued)

The land and building elements of a lease of land and
building are considered separately for the purpose of
|lease classification, leasehold land which title is not
expected to pass to the lessee by the end of the lease
term is classified as an operating lease unless the lease
payments cannot be allocated reliably between the land
and building elements, in which case, the entire lease is
classified as a finance lease.

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 the consolidated income statement 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

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 period, 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 the consolidated income statement in the

period in which the foreign operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets are
capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or

sale.

All other borrowing cost are recognised and included in
finance costs in the consolidated income statement in the

period in which they are incurred.

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 when the employees have rendered the service
entitling them to the contributions.

Taxation
Income tax expense represents the sum of the tax

currently payable and deferred tax.
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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 consolidated 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 be 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 realised. 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 the Group 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 the

consolidated income statement.

Financial assets

The Group's financial assets are classified into either loans
and receivables or 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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets (continued)

Loans and receivables

Loans and receivables (including trade and other
receivables, amounts due from fellow subsidiaries and
bank balances) 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 are carried at
amortised cost using the effective interest method, less
any identified impairment losses. An impairment loss is
recognised in consolidated income statement 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 financial assets
at fair value through profit or loss, loans and receivables
or held-to-maturity investments. 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 the
consolidated income statement. Any impairment losses
on available-for-sale financial assets are recognised in
consolidated income statement. Impairment losses on
available-for-sale equity investments will not reverse to
the consolidated income statement in subsequent

periods.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFBUER#®)

(continued)

Financial assets (continued) BgEE (&)

Available-for-sale financial assets (continued) A EMFEE (8)

For available-for-sale equity investments that do not have 1o B ™% 0 R (E 2 Al SRR
a quoted market price in an active market and whose fair B HRNTEREA RS BRERERE
value cannot be reliably measured and derivatives that RATABEBWANRNZETAEEE
are linked to and must be settled by delivery of such ZUTHET R AR BERERE S EESE
unquoted equity instruments, they are measured at cost B AR AR R BB EE B E W
less any identified impairment losses at each balance AREBERREREENTRNE ARES
sheet date subsequent to initial recognition. An BRGE N m K P RO BEEREEIRE
impairment loss is recognised in the consolidated income ERTESRAUNBEE 2 RTHISO
statement when there is objective evidence that the asset HREFTEGEFTRRRSTRECRERZZE
is impaired. The amount of the impairment loss is RERTH - B BREERAS TSR AR AR
measured as the difference between the carrying amount [l

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 B aERER

Financial liabilities and equity instruments issued by the AAKE T VA ERRATAZAHA
Group are classified according to the substance of the I 2 AHRBANTS AR BB E R
contractual arrangements entered into and the definitions TEZERMDE

of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a A T B REAREEEERISER (8N
residual interest in the assets of the Group after deducting REMBAR) 2EREHN-BRNBEE
all of its liabilities. The accounting policies adopted in RRAT BNz st BERE I T

respect of financial liabilities and equity instruments are

set out below.

Financial liabilities MBaE

Financial liabilities including trade and other payables, BBAEREES LAMBNERR BN
bills payable, amounts due to ultimate holding company, B AT AR A AR T B BT
immediate holding company and fellow subsidiaries and A B RIA R AT B ZR M 8 A RIFRIA A R 3R
bank borrowings are subsequently measured at amortised TEE - HERBEBRA AR R HA AR
cost, using the effective interest method. AtE-

Equity instruments KATA

Equity instruments issued by the Group are recorded at REEPET 2 IRATATIRE WERZ PR
the proceeds received, net of direct issue costs. BRIEREEEITRA AKe
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Derivative financial instruments and hedging
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 and are initially recognised at fair value at the date
a derivative contract is entered into. Changes in fair values
of such derivatives are recognised directly in the

consolidated income statement.

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 the

consolidated income statement.

Financial liabilities are derecognised 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 and payable is recognised in the

consolidated income statement.

Revenue recognition
Revenue is measured at the fair value of consideration
received or receivable, net of discounts and sales related

taxes.

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.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition (continued)

Management fee income is recognised when services are
rendered.

Dividend income from available-for-sale investments is
recognised when the shareholders’ rights to receive
payment have been established.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group's accounting policies
which are described in note 3, management has made
the following key assumptions concerning the future, and
other key sources of estimation uncertainty at the balance
sheet date.

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 operational procedures in place to monitor
the risk of inventories because a significant portion of the
Group's working capital is devoted to inventories and
inventories are subject to technological changes. The
management reviews the usage of inventories on a
periodical basis. This involves comparing the carrying
value of the aged inventory items with their 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, a physical count on all inventories is 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 have exercised their judgement
and are satisfied that this risk is minimal and adequate
allowance for obsolete and slow-moving inventories has
been made in the consolidated financial statements.
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4,

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
method. Appropriate allowance for estimated
irrecoverable amounts is recognised in the consolidated
income statements 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 portion of the Group's 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 current
creditworthiness and the past collection history of each

customers.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include available-
for-sale investments, derivative financial instruments, bank
balances and cash, trade and other receivables, trade and
other payables, bills payable, amounts due from (to)
ultimate holding company, immediate holding company
and fellow subsidiaries and bank borrowings. 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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5. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

(i)

(i)

(iii)

Currency risk

Several subsidiaries of the Company have foreign
currency sales and purchases, which expose the
Group to foreign currency risk. Certain trade
receivables, trade and other payables and bills
payables and bank borrowings of the Group are
denominated in foreign currencies as disclosed in
notes 23, 26 and 27. 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.

Cash flow interest rate risk

The Group's cash flow interest rate risk relates
primarily to floating-rate bank borrowings (see
Note 27 for details of these borrowings). The
Group entered into interest rate swaps to hedge
against certain of its exposure to potential
variability of cash flows arising from changes in
floating rate.

Credit risk

The Group’s maximum exposure to credit risk in
the event of the counterparties’ failure to perform
their obligations 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 the
members of the board of directors be 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.
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5. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

(iii)

Credit risk (continued)

The Group has no significant concentration of
credit risk of trade and other receivables, 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.

The Group has concentration of credit risk of the
Group'’s trade receivables from certain fellow
subsidiaries. In order to minimise the credit risk,
the directors continuously monitor the level of
exposure to ensure that follow-up action and/or
corrective actions are taken promptly to lower
exposure or even to recover overdue debts.

6. REVENUE

Revenue represents the amounts received and receivable

by the Group from the sale of goods to outside customers,

less returns and allowances, for the year.
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7. BUSINESS AND GEOGRAPHICAL 7. ¥BRHEZD

SEGMENTS
Business segments E3 3]
No business segment analysis is shown as more than 90% HRAEEBIOR XD EEED R
of the Group's principal activities of the business segment SHE B R RABRE @ SO BB D 6
is sales of laminates and related products. Do
Geographical segments &S
The analysis of the Group’s revenue by geographical REEA - RE B[R TI5H & ERE AT
market for the year is as follows: o8
2006 2005
ZEEXRE —EERF
HK$'000 HK$'000
TET THET
The People’s Republic of China g AR HFE
(the "PRC") (TE]) 7,649,605 5,661,918
Other Asian countries H g MER 585,531 353,030
Europe BN 179,095 74,295
America EX 58,191 41,926
8,472,422 6,131,169
An analysis of segment assets and capital additions by HRREE 2 B ERE DA B e
geographical area in which the assets are located has not EIREEMEREERD A EERE R
been presented as the Group's assets are substantially WO

located in the PRC.
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OTHER INCOME 8. HttlrA
2006 2005
ZBEREF —TEREF
HK$'000 HK$'000
TET FHET
Other income comprises: Hip WA BRE:
Dividends from available-for-sale REAHEHEREZRE
investments 901 -
Net exchange gain T 5 W e EE 9,091 9,854
Gain on disposal of available-for-sale HEAHHERE 2 Wk
investments - 4,162
Gain on fair value changes of REWENTERS 2 W
investment properties 7,163 717
Gain on fair value changes of foreign BHINESRATE
currency forward contracts 282 W 23 =
Interest income from bank deposits R ERITIFRF B Uz 23,068 5,130
Interest income from fellow RERZRME AR
subsidiaries F B zs - 5,084
Management fee income from RERRME QA
fellow subsidiaries EEBW S 22,610 33,292
Rental income el 6,014 2,053
Others Efth 8,638 14,744
77,508 75,036




Annual Report 2006 — 572N 5% Kingboard Laminates Holdings Limited 2B &EBARIZRER A

NoTtes To THE CONSOLIDATED FINANCIAL STATEMENTS

e P RRMEE

For the year ended 31 December 2006 #HZE—FTZENF+-A=1+—HIFFE

9.

FINANCE COSTS 9. ®EME
2006 2005
ZEEXRE —TEREF
HK$'000 HK$'000
TET FHET
Interest on bank borrowings wholly ARAFRREERL
repayable within five years RITIEEFE 74,926 50,449
Interest expense to holding companies AR A RIFIF K E A R
and fellow subsidiaries FERX 45,701 52,923
Other finance charges Hibgh&E &R 5,944 1,503
126,571 104,875
Fair value change of interest rate swap ~ F|RisHIAFEE S (50,463) (801)
76,108 104,074
Less: Interest capitalised BB AERE (3,044) 3,731)
73,064 100,343

Borrowing costs capitalised during the year arose on the

general borrowing pool and are calculated by applying a
capitalisation rate of 5% for 2006 (2005: 5%) to

expenditures on qualifying assets.

FRZAREERA TR —BIEEFE
ERZTENFUSEREERY ZER
{ER5% (ZEZTHF:5%) T &
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10. INCOME TAX EXPENSE 10. FrEBiBAX
2006 2005
ZEEXRE —EERF
HK$'000 HK$'000
TET THET
The amount comprises: B EE:
Hong Kong Profits Tax BAENEH
Charge for the year REFRIE H 3,472 48,599
(Over)underprovision in previous years — BEFE (BEEEE)
BT (9,461) 5,862
(5,989) 54,461
Taxation arising in other jurisdictions Hth mlEER 2 HIE
Charge for the year REFRIE H 159,781 48,628
Underprovision in previous years BEFERETR 4,216 1,280
163,997 49,908
Deferred taxation EIERIR
Credit for the year (Note 28) ANEFEREE (KaE28) (12,159) (13,339)
145,849 91,030
Hong Kong Profits Tax is calculated at 17.5% on the EENGHRFAMGBAERTRN 2
estimated assessable profits for the year. 17.5%5T &
Taxation arising in other jurisdictions is calculated at the Ht Al AR o HIETIR B R AR

rates prevailing in the relevant jurisdictions. BT E




Annual Report 2006 — 572N 5% Kingboard Laminates Holdings Limited 2B &EBARIZRER A

NoTtes To THE CONSOLIDATED FINANCIAL STATEMENTS

e P RRMEE

For the year ended 31 December 2006 #HZE—FTZENF+-A=1+—HIFFE

10.

INCOME TAX EXPENSE (continued) 10.

Taxation for the year can be reconciled to the profit before

taxation as follows:

FEBEX @
REE 2 BIBEER B ATSFIZ WRNT:

2006 2005
ZEERE —EThEF
HK$'000 HK$'000
FET FHT

Profit before taxation R AT A 1,887,260 1,233,100
Tax charge at the domestic income tax ~ LAEHAT1S T E33%+1 &

rate of 33% (Note 1) 2RI (Mfat1) 622,796 406,923
Tax effect of share of result of Y i /NI E

an associate 2B E 251 246
Tax effect of expenses that are not MBIEM = AR E A

deductible for tax purpose TR 23,420 46,050
Tax effect of income not taxable BIEM 5 BERBUA

for tax purpose 2GR (58,967) (52,599)

(Over)under provision in previous years  B{EFE (FBEERE)

BETRE (5,245) 7,142

Tax effect on tax holiday (Note 2) RRE 2 RIS (f1772) (163,289) (211,290)

Tax effect of tax losses not recognised KR FHRHIBEE ST E - 6

Utilisation of tax losses previously B SRR R ERTIAE R

not recognised (617) (4,737)

Effect of different tax rates of REAL B ARt

subsidiaries operating in KEMB AR Z TR
other jurisdictions/areas MEZZE (63,524) (100,711)

Tax exempted profit (Note 3) BEEBRN (F53) (208,976) -

Tax expense for the year REFE 2 RBHRX 145,849 91,030

Notes: Bt

1. The domestic income tax rate of 33% represents the PRC 1. BTGB R 33% IR EE A I D E B
Enterprise Income Tax of which the Group’s operations are &2 PR EPEH
substantially based.

2. Certain subsidiaries of the Company in the PRC are exempted 2. RATETHEMBATE & EEMEE (A
from income tax in the PRC for two years starting from the first i I ERSL (T 4548 2 BRISE518) RERT RV AF &
profit making year in which profits exceed any carried forward REBMTBEMEE R =FMEHEER
tax losses followed by a 50% reduction in the income tax rate in %50%¢
the following three years.

3. Profits arising from certain subsidiaries of the Company in areas 3. RARMRFEREBUIMNEZ 5 TFHE

other than PRC and Hong Kong are exempted from profit tax.

REIFFEL 2B FER R SRS H
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11. PROFIT FOR THE YEAR 11. XNFEERF
2006 2005
—EERE —TTRE
HK$'000 HK$'000
TET THET
Profit for the year has been arrived at ~ AFEHFIE AR
after charging (crediting): (FFA)BATIER
Depreciation of properties, plant mE BERZETE
and equipment 458,537 379,404
Release of prepaid lease payments FANEE S HEE 3,591 3,591
462,128 382,995
Auditor’s remuneration W EETEN & 3,000 2,955
Net exchange gain i e H A
—included in cost of sales —FTAEER A (20,863) (13,751)
—included in other income —FPAEMUBA (9.091) (9.854)
(29,954) (23,605)
Impairment loss recognised HE 5 REMEKIRR
in respect of trade and BRI EEE
other receivables 30,687 33,543
Loss on disposal and write off of HE RMEY % BE &
properties, plant and equipment B aE 10 992

Total staff costs, including directors’ BEIXAEE BREEHS
emoluments (see Note 12) (RHtaE12) 248,194 203,849
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12. DIRECTORS’ AND EMPLOYEES' 12. EEREEMS
EMOLUMENTS
(a) Directors’ emoluments (a) EEMS
The emoluments paid or payable were as follows: ERSENZ BE T
2006 2005
“ZETRE —EThHF
HK$'000 HK$'000
FTHET FHT
Salaries and other benefits e REARET 8,458 8,379
Contributions to retirement RORAEFIET BI4EK
benefits scheme 332 289
Performance related incentive TERBERRIA
payment 12,045 3,800
Total emoluments B & 4858 20,835 12,468
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12. DIRECTORS’ AND EMPLOYEES' 12. EEREEM<E »)
EMOLUMENTS (continued)
(a) Directors’ emoluments (continued) (a) BEEMS (&)

The emoluments paid or payable to each of the B ENEEZEZMEmT:
directors were as follows:

Year ended 31 December 2006
HE-RRAFToR=-ALER

Cheung  Cheung Chan ~ Chan Yue Mok

Cheung  Kwok  Kwok Lam  Cheung Chan Thou  loKa Charnwut  Kwong,  Leung YiuKeung,
KwokWa  Keung Ping  KaPo  KaHo  SauChi  LiuMin PeiFeng  leong Bernard  Michael ~ TaiChiu  Peter Total
REE FER  RAY M BB RAR 88 REE EER RER RN RME RSB &it
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000 HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
TR T TEm  TER TR TEm  TER TR TEm  TER TER TEm R TER

Fees 53

Other emoluments; Efthe:
Sdariesand otherbenefits  EERAMEA 1620 1394 1453 1207 422 577 512 H8 45 15 15 15 15 8458
Contributions to refirement ~ &ffigA+

benelits scheme {3 75 61 70 58 18 2% - - U - - - - 3
Performance related TEERER
incentive payment o 3100 2250 2870 2,250 150 25 600 600 - - - - - 12,045
Total emoluments i 4795 3705 4393 3565 590 g8 1112 1018 769 15 15 15 15 2083
Note: The performance related incentive payment is Mat: THERRE@RS H2EWE
determined with reference to the operating results, FE7REEE AARBR R
individual performance and comparable market RS SIREE-

statistics during both years.

No directors waived any emoluments in the year HE_ZETRFT_A=+—HL
ended 31 December 2006. FE BEEENRETAME-
The emoluments paid to each of the Directors were (E_ETRET_A=+T—HL
within the following bands for the year ended 31 FE-ENTFEEEZMEN T
December 2005: TEE:

Number of individuals
AH

Year ended

31 December 2005
HE-ZTHEF
+ZA=+—HLFE

Below HK$1,000,000 1,000,000/ 7T LA TS 1
HK$1,000,001 to HK$1,500,000 1,000,0017& 7T % 1,500,000/ 7T 2
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T 2 3,000,000/ 7T 2
HK$3,000,001 to HK$3,500,000 3,000,0017% 7T % 3,500,000/ 7T 1

6
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12. DIRECTORS’

AND EMPLOYEES’

EMOLUMENTS (continued)

(b)

Employees’ emoluments

The five highest paid employees for the year
ended 31 December 2005 included two directors.
Emoluments of the remaining three employees are

as follows:

12. EEREEME @

(b)

EEME
BE—_ZTERF+=-A=1+—H1
FE AUGaHcEEREMS
EE-Hp=—RESZHEMT:

2006 2005

“EBTRE —EThHF

HK$'000 HK$'000

FET FHT

Salaries and other benefits e REART - 7,783
Performance related incentive TR EEERIE

payments - 4,200
Retirement benefits scheme RONEFRIETEIHER

contributions - 336

- 12,319

For the year ended 31 December 2006, all of the

five highest paid employees are directors.

During both years, no emoluments were paid to
or receivable by the directors or the Group’'s five
highest paid individuals, including directors, as an

inducement to join or upon joining the Group or

as compensation for loss of office.

BE_TERE+-_A=1+—HLt
FE 2HIERRHFSEREOR
B=-

REEFERN EFHAKELS
ERFeEE (BRES) BEX(
R WAE RS - 1E ARSI S 10
B33 hn BB B ST 7 SRR SR /S R
Z e




Annual Report 2006 — == .% 47 Kingboard Laminates Holdings Limited & BEBRIZKRER AT
NoT1Es To THE CONSOLIDATED FINANCIAL STATEMENTS

e P RRMEE

For the year ended 31 December 2006 #HZE—FTZENF+-A=1+—HIFFE

13. DIVIDENDS 13. BRE
The following dividends were paid by the Company and TR ERAEEEAFNBARRRIRAEAR
certain subsidiaries to KCHL and its subsidiaries and the RIETHBARIKE TEECIEENRE
minority shareholders prior to the Group Reorganisation. BB A R D B R
2006 2005
ZEEXRE —TEREF
HK$'000 HK$'000
TET THET
Dividends paid to: BIREHIE.
KCHL and its subsidiaries BEtISEERERBAR 2,257,666 264,918
Minority shareholders of subsidiaries M B A B D ER R 19,385 13,891
2,277,051 278,809
Interim dividends paid in respect of RERRE R HRS
current year 35,448 116,393
Special dividends paid in respect of REFIRERRRIRE
current year 2,000,000 -
Final dividends paid in respect of VAR 4F 2 IR B B R BARR S,
previous year 241,603 162,416
2,277,051 278,809
14. EARNINGS PER SHARE 14. BREF
The calculation of the basic earnings per share attributable RRREREE ANRLEEREREIIRT
to equity holders of the Company is based on the FIBIEEE
following data:
2006 2005
ZEERE —TETRF
HK$'000 HK$'000
TR FHET
Earnings for the purpose of calculating  stEEAGR AT 2 &F)
basic earnings per share 1,638,134 1,078,235
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14. EARNINGS PER SHARE (continued) 14. BREF @)

Number of shares

RO EE
2006 2005
TEERE —TETRF
‘000 ‘000
FB® TR
Weighted average number of SHEERERERNZ
ordinary shares for the purpose B INE T 98
of calculating basic earnings
per share 2,859,863 2,730,926
No diluted earnings per share has been presented as the AR BN BB R E e 2 ERAR
Company does not have any dilutive potential ordinary HUE I 2 5| #EE F AR A A o
shares.
15. INVESTMENT PROPERTIES 15. REWHE
HK$'000
FHET
FAIR VALUE ~E
At 1 January 2005 RZZETRF—A—H 32,340
Increase in fair value NS IRyl 717
At 31 December 2005 and R-ZBERF+-_H=+—H
1 January 2006 ;=TT RF—A—H 33,057
Jsa]

Increase in fair value NF(EE N 7,163

At 31 December 2006 RZZEZERF+-_A=+—H 40,220
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15.

INVESTMENT PROPERTIES (continued)

The fair value of the Group's investment properties as at
31 December 2005 has 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. At 31 December 2006, the
fair value of the Group's investment properties has been
arrived at on the basis of a valuation carried out on that
date by Messrs. B.l. Appraisals Limited, independent
qualified professional valuers not connected with the
Group. Messrs. Chung, Chan & Associates and B.I.
Appraisals Limited 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.

15.

REWE &)
AEBEREYMER_STRAF+_A=+
—HZRAFEDRERAKEY EEEZE
TYREREXGHEMEETRZS HEE
TEEZEEEB-ARERENER—F
ERFT A=t B2z FEAZER
SEYEMEZBIAAREELEMR
HERFEERARNE BETREZE
EEH-HETRFRERFEERATY
REEMBEER AHEEZER #EF
BT AR BRI R EE 2 KhR-~IR
HEBREERGERER Y2 ERUNER
SEBEZTSEEEE-

AEESRRESHENEELRFLE
MARA AR E s BANBRAHE
B E I BRRIIERE Y-

The carrying value of investment properties shown above A EREYEERERRE:
comprises:
2006 2005
ZEERF —TETRF
HK$'000 HK$'000
FET FHET
Property interests situated in B NFEOREEREZ
Hong Kong under: MRS
Medium-term lease FERFRAY 4,480 2,777
Property interests situated outside BTHIEORERIAIMNGE
Hong Kong under: A ES: £5%
Medium-term lease FRERFRAY 12,000 9,400
Long lease REAEL 23,740 20,880
40,220 33,057
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16. PROPERTIES, PLANT AND EQUIPMENT 16. YWE-BERRKRE
Properties,
Furniture, plant and
fixtures equipment
Properties  Leasehold Plant and and Motor under
forown use improvements  machinery  equipment vehicles  construction Total
FH£8 EEYE
BRNE  RAONEEE  EREREES e AE  HERRE a4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEn Fhn Thn Thn TFin
CosT A
At 1 January 2005 R-Z5R%5-F-H 614,923 29776 3417735 62,962 52476 694 483 4.872,355
Exchange adjustments i3 11,391 = 64,728 1,280 885 10,509 88,793
Additions WE 6,124 121 88,158 9,650 12544 519,293 635,890
Transfer to fellow subsidiaries ~ EEFRZNEAR = = (41423) = = = (41,423)
Disposals and write off HERHMH (1.421) (59) (58.914) (6,883) (3817) - (71,154)
Reclassifications EEip| 85,089 84 795,707 10,199 1391 (892,470) =
At 31 December 2005 and R-ZERE
1 January 2006 +-Bk
“E-A-H 716,106 29.922 4,265,991 71,208 63419 331,815 5,484 461
Exchange adjustments 20,989 - 10,694 2921 1137 8,079 43826
Additions AE 25,454 1,160 216,181 28,340 8,934 472,774 812,843
Disposals and write off e Rl (5,724) (6,803) (45,289) (726) (11,173) - (69.715)
Transfer from fellow subsidiaries E&ERZKERR A = = = = = 17
Transfer to fellow subsidiaries ~ EEFRZNEAR - (22.291) (145.901) (1,485) (2,108) (101,409) (273,194)
Reclassifications EEipy 55,432 = 433,765 = = 489.197) =
At 31 December 2006 RIZERE
+-A=t-H 812428 1,988 4795441 106,264 60,209 222062 5,998,392
DEPRECIATION AND WERAE
IMPAIRMENT
At 1 January 2005 R-EERE-F-H 88,145 4123 1,053,681 19,487 26,905 - 1192341
Exchange adjustments i3 1441 = 16,169 298 49 = 18327
Provided for the year REEHRE 30,665 3,086 326,604 9962 9,087 - 319,404
Transfer to fellow subsidiaries ~ EEFRZNEAR = = 686) = = = (686)
Eliminated on disposalsand (& HRHH
write off (550) 29) (57.590) (6,184) (2662) - (67,015)
At 31 December 2005 and RZZTRE
1 January 2006 TZA=+-Rk
“%%,5-F-R 119,701 7,180 1,338,178 23563 33,749 - 1522311
Exchange adjustments ERAZ 4,444 = 10,894 733 848 = 16,919
Provided for the year TERRE 31,455 186 41213 7,248 7512 = 458537
Eliminated on disposalsand (&5 HRHH
write off (3559) (5,805) (35,105) (658) (10,628) - (55,755)
Transfer to fellow subsidiaries ~ EEFRZNEAR = (218) (7,050) (577) (1,158) = (9,003)
At 31 December 2006 RZFERE
+ZR=1-H 152,041 1,343 1,719,053 30,309 30,323 - 1,933,069
CARRYING VALUES FEE
At 31 December 2006 RIZERE
+ZR=1-H 660,387 645 3,076,388 75,955 29,886 222062 4,065,323
At 31 December 2005 R-ZERE
+ZR=1-H 596,405 22,142 2921813 53,645 29,610 331,815 3962,09

AEE2EEBYWESAN T WIRT 8
HHEH-

All the Group's properties for own use are situated in the

PRC and held under medium-term leases.
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17.

18.

PREPAID LEASE PAYMENTS

All of the Group’s prepaid lease payments are prepaid for
medium-term lease leasehold land outside Hong Kong.

BENHEERE
AEE 2 HRENEEREGBEA UM
B2 R ERNBT K

2006 2005
—2EAF  —BEEF
HK$'000 HK$'000
FET FHT
Analysed for reporting purposes as: MIBESFTT:

Current asset MENEE 4,015 3,885
Non-current asset IERBEE 171,961 163,939
175,976 167,824

AVAILABLE-FOR-SALE INVESTMENTS AHHERE
2006 2005
“2EAF  —BEEF
HK$'000 HK$'000
FET FHET
Unlisted equity investments Iz REKRE 9,000 112,140

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.

The Group’s listed investment, Elec & Eltek International
Holding Limited ("E&E"), was privatised by KCHL on 18
March 2005. The fair values of the investment amounting
to approximately HK$103,140,000 immediately before its
privatisation was deemed as its cost and transferred to
the category of unlisted equity investments thereafter.

Incidental to the group reorganisation, the Group
transferred its unlisted equity investment in E&E with a
carrying value of approximately HK$103,140,000 back to
KCHL on 3 October 2006 at the original cost
HK$55,234,000.

bt I ETIRERERILAERAETIEL
MBRAEFZRE - R AFEZAEEE
IRERA BREAABERER DA A ST
HEAVE #FLTRENSBEERIZ
AR ERT H

AEEZ FMREKNZEZBRSEAR
RE (MM ZEDR_ZEERAF=A+N
FRZELCEIRELA (- BRELBIL
Al L TRIRE 2 A F{E49103,140,00078 7T
R REA YR EREEEIF L2
AEE LR

BEETTREEER AKRER_TTNE+
R = BEARE K AR55,234,0007 T EE L
THRESEENMRNREZIE EMRAR
& - BRE{E4Y73103,140,0007% 7T
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19.

20.

21.

BANK BALANCES AND CASH 19. BITERRRS
Bank balances and cash comprise cash held by the Group BITEARRePERAEEREZHE R
and short-term bank deposits with an original maturity of [REEAE A—EASAT 2 R EIRI TR
one month or less. At 31 December 2006, the bank RZBERET_A=+—R RITEHIE
deposits carry at the prevailing market interest rates which BITHHERENF0.72EZE3.80E (ZF
range from 0.72% to 3.80% (2005: 0.50% to 4.28%) per THF:0.50EE428[E) St B -EERA/IR
annum. The directors consider the carrying amount of the TERZREEREE AT ERE-
bank deposits approximates to its fair value.
At 31 December 2006 and 2005, the Group had bank RZEERER_ZEZRFT_A=1—
balances and cash that were not freely convertible or were B AREENTEHERFARPBIINEE
subject to exchange controls in the PRC amounting to BIPTARR 2 RITAEBRER DAL R
approximately HK$396.1 million and HK$326.5 million, 396,100,0007% 7T % 326,500,0007% 7T °
respectively.
NON-CURRENT DEPOSITS 20. ¥RBEFTE
Non-current deposits represent deposits paid for the ERBEIRIERBEENE BEREHEX
acquisition of properties, plant and equipment. NZ&T&e
INVESTMENT IN AN ASSOCIATE 21. R—EBEATZRE
2006 2005
—EERE —EThEF
HK$'000 HK$'000
FExT FHT
Cost of investment in an associate, FAZE L THEE SRR 2 BB
unlisted - 20,591
Share of post-acquisition losses FEAG W iE 12 5 1R - (744)
- 19,847

During the year, the Group transferred its interest in an

associate to a subsidiary of KCHL at its carrying amount
of HK$19,085,000. Amount was settled through current

account.

FER - ANEBIRIREE19,085,000/5 TSR
—MBE R EREETEELIER
2B AR -BREKERBERELS-
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21. INVESTMENT IN AN ASSOCIATE (continued) 21. R—HEBERARZRE @)
The summarised financial information in respect of the BEREEEE N R 2 AR T -
Group's associate is set out below:

2006 2005

—ETRE —ETRF

HK$'000 HK$'000

FET FHET

Net assets BEFE - 66,157

Group's share of net assets of associate A& EE(LHH A QR EEFE - 19,847

Revenue - - =

Loss for the year REEFE (2,540) (2,479)
Group's share of result of associate REFAREEEMN

for the year il N (762) (744)

22. INVENTORIES 22. ®BE

2006 2005

—ETRE —ETRF

HK$'000 HK$'000

FET FHET

Raw materials ER 1,132,155 766,453

Work in progress R 129,621 82,479

Finished goods AL o 77,687 40,853

1,339,463 889,785
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23. TRADE AND OTHER RECEIVABLES AND 23.

B5 R EmRWIRR R AN RE

PREPAYMENTS
2006 2005
—EERE —ETRE
HK$'000 HK$'000
FET FET
Trade receivables B SRR 2,147,557 1,840,890
Bills receivables R ZE % 322,087 190,858
Other receivables and prepayments At e W BR SR R TR 3R IA 240,613 340,798
2,710,257 2,372,546

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

the balance sheet date:

RETRAMNFEEER AEESRTESE
FRZ120BZEEH-NEER BRI
FRRZ ARER DATAN TS

2006 2005

—EEXRF —ETRHF

HK$'000 HK$'000

FHET FHT

0-90 days 0E90H 1,681,537 1,269,961
91-180 days 91£180H 463,176 512,812
Over 180 days 1808 A £ 2,844 58,117
2,147,557 1,840,890

All bills receivables are aged within 90 days at the balance
sheet date.

The fair values of the Group’s trade and other receivables

and bills receivables at the balance sheet date

approximate their corresponding carrying amounts.

FrE R RE 2 Rk R E BEFT908
ZAe

REBENGER 285 REMBEERR R
WER 2 A ERERREERE
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23. TRADE AND OTHER RECEIVABLES AND 23. ZZ R HE#EWEES R AN ZIE
PREPAYMENTS (continued) (&)

Included in trade and other receivables and prepayments 25 T H A FE IR 2 R TE A B B 4E T

are the following amounts denominated in a currency . Mo 1) i .
other than the functional currency of the Group to which PSRBT R IASN SIS SHEZ KRR

they relate:
2006 2005
—EERE —ETRE
Amount Amount
‘000 ‘000
Fr Tt
United States Dollars ET 81,423 54,124
Euro BT 1,039 =
Japanese Yen H 3,804 -

24. AMOUNTS DUE FROM (TO) ULTIMATE 24. EW (EBM&KEZERARE B
HOLDING COMPANY/IMMEDIATE HOLDING BERAT BERHEBAIRE
COMPANY/FELLOW SUBSIDIARIES

2006 2005
TEBEXRF —EThEF
Amount Amount
x| EAL]
‘000 ‘000
Fr T
Amounts due from fellow subsidiaries ~ RENVEEIE T EKE R
under current assets g NSRS
— Non-interest bearing —RE 173,181 4,947,142
Amounts due to ultimate holding BN B EIE TR &R
company under current liabilities ERARRRIA
— Interest bearing at HIBOR + 0.5% —UEBRITEERE
to HIBOR + 1% IO SEE1ERE - 2,029,242
— Non-interest bearing %5 - 1,916,916
- 3,946,158
Amounts due to immediate holding REBBEETENER
company under current liabilities ERARRRIA
— Interest bearing at HIBOR + 0.5% —UEBRITEERE
to HIBOR + 1% J0.SEE1ER A - 75,548
Amounts due to fellow subsidiaries RBBEETENRZR
under current liabilities P A RIFRIE
— Interest bearing at HIBOR + 0.5% —UEBRITRERE
to HIBOR + 1% J0.SEE1ER A - 1,644,961
— Non-interest bearing —RE 4,881 18,121
4,881 1,663,082
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24. AMOUNTS DUE FROM (TO) ULTIMATE 24. EW (EM)BKERAR H

HOLDING COMPANY/IMMEDIATE HOLDING BERAT FRKEARRE
COMPANY/FELLOW SUBSIDIARIES (continued) (&)

The trade receivables of the Group included in amounts ERRARMBEARREEAEE B S
due from fellow subsidiaries and an aged analysis of such JEWER TR I E M eR 2 BRSO ITIAT

balances are as follows:

2006 2005
ZEERF —TETRF
HK$'000 HK$'000
TET FHET
0-90 days 0£90H 173,181 364,198
91-180 days 912180H - 126,443
Over 180 days 1808 A £ - 21,680
173,181 512,321
The Group allows credit period normally up to 120 days REERBEELTEREMBRAG 2 EE
for sales to its fellow subsidiaries. H—R&x&RR/1208 -
The trade payables of the Group included in amounts due ERNRRNBARFERIEAELEZE S
to fellow subsidiaries and an aged analysis of such FETBRFR - UL E a8 2 BRIR AT AN T :
balances are as follows:
2006 2005
ZEERE —TEREF
HK$'000 HK$'000
TR FHET
0-90 days 0&90H 4,881 10,723
91-180 days 91Z2180H - 2,257
Over 180 days 180H A k£ - 5,141
4,881 18,121
The amounts are unsecured. The Group's non-interest I EFIRAEER-AEERNERTEL
bearing amounts due to fellow subsidiaries have Rl G EFIEEE LR30B 2 BRE AL
repayment terms of less than 30 days. The fair values of ERESEEACENRARMBEARRIEZ
the Group's amounts due to fellow subsidiaries at the NHEEBEREERS-

balance sheet date approximate their corresponding
carrying amounts.
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25. DERIVATIVE FINANCIAL INSTRUMENTS 25. fTE€mIT A
2006 2005
ZEBERF —EThHF
Asset Liabilities Assets
BE aE BE
HK$'000 HK$'000 HK$'000
T FHET FHET
Interest rate swaps ) 2= 45 HA 3,486 - 12,813
Foreign currency forward contracts iR BiSNES 49 218 195 -
3,704 195 12,813
At the balance sheet date, major terms of the interest WEER MRSy SRS T:
rate swaps are as follows:
Notional Receive
Outstanding contracts as at amount Maturity floating Pay fixed
RUTREMKRBHZEH R EHA sz R FES
HK$
BT
31 December 2005 and 2006 200,000,000 30 December 2007 HIBOR 2.18%
ZELRER-ZTREF R F+-A=1H EBRITAERFL 2,18
+=-RA=+-H
31 December 2005 150,000,000 6 November 2006 HIBOR 2.95%
—EERE+ZA=+—H ZEZRE+—AKA BEBRITAERFL 2,95
150,000,000 6 November 2006 HIBOR 2.95%
—EERE+—ARA BERITRAERL 2,95/
The ultimate holding company entered into interest rate REIEIR R B3 —EHEE 4 3,650,000,000
swaps with notional amount of HK$3,650 million (which BT SRBARAEE R F R 8 (KEUE
receive floating rate and pay fixed rate) on behalf of the BREMER) WHEAEE T HEES
Group with a corresponding back to back agreement with B IR E N R BE QPrEE 2K
the Group that the income or expenses arising on those AR A ERE AR AR AR A EE
interest rate swap contracts will be borne by the Group. RIS 2 BB R &2 iR AR R B AR 10 TE B
All interest rate swaps entered into by the ultimate holding RATERETEBREES

company on behalf of the Group had been fully settled
at the date of the listing of the Company’s shares on the
main board of the Stock Exchange.
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25. DERIVATIVE FINANCIAL INSTRUMENTS 25.

(continued)
At 31 December 2006, the Group entered into currency
forward contracts. The major terms of the outstanding

contracts are as follows:

TTEE®MI A &)

R-EEXRET-_A=Z+—RA KNE@FIYL
RAISNE S £ W AR B EA 40 2 E B EFm
T

Notional Amount Maturity Forward Contract Rate
HE EIH A BEHE®X

6 contracts to buy US$1,000,000 each Within 6 months US$1 to HK$7.728

NP BB E 1,000,000 T2 A4 ~MEA A 12T H.7.728% 7T

6 contracts to sell US$1,000,000 each Within 6 months US$1 to HK$7.728
71987 51,000,000 T2 &4 NMEAR 1ETTH 77287 TT

6 contracts to sell US$1,000,000 each Within 6 months US$1 to HK$7.750
NP &7 51,000,000 T2 5 £ ~NEAR 12ETTH.7.7507% 7T

The above derivatives are measured at fair value at the
balance sheet date. Their fair values are determined based
on the valuation provided by licenced financial institutions

for equivalent instruments at the balance sheet date.

26. TRADE AND OTHER PAYABLES AND BILLS
PAYABLE
The following is an aged analysis of trade payable at the

balance sheet date.

26.

BROTATARSBERZAFEFHE
HAHERFESREENGE BAS
TARHZHEERE-

BEERHEMENRRRENRE

NTRENEZERANEE R ZKEKD
e

2006 2005
S

HK$'000 HK$'000

TR FitT

0-90 days 0Z90F 327,433 245,487
91-180 days 912180 43,929 22,356
Over 180 days 180A bA & 21,448 34,565
392,810 302,408

The fair values of the Group's trade and other payables
and bills payable at the balance sheet date approximate

their corresponding carrying amounts.

AEBNBR/ERZEH REMENERK
RENREZ AT EEAEEEERS-
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26.

27.

TRADE AND OTHER PAYABLES AND BILLS 26.

PAYABLE (continued)

Included in trade and other payables and bills payable
are the following amounts denominated in a currency
other than the functional currency of the Group to which

BEZRHMEMRRREMRE
(&)

B 5 REMENERRENRERE TS
SAZK S LD B S 8 DA SN M HE 2 3R

they relate:
2006 2005
—EEXRF —EERF
Amount Amount
ot | k)
‘000 ‘000
Fr Tt
United States Dollars ETT 63,694 33,903
Japanese Yen = 1,460,097 2,454,509
Swiss Franc I RRD 36 1,958
Macau Pataca SR 19 =
Euro BT 962 =
BANK BORROWINGS 27. $RITEE
2006 2005
—EEXRE —ETRF
Amount Amount
‘000 ‘000
Fx T
Unsecured: 3tk
Bank loans RITER 2,595,000 928,335
Trust receipt loans =B ER 480,687 441,347
3,075,687 1,369,682
Carrying amount repayable: AR T 5 ERRER 2 BREE:
Within one year —FR 540,687 1,008,767
More than one year, but not —F A LB EBBEMFE
exceeding two years 130,769 210,690
More than two years but not ME BT BB =F
more than three years 523,077 106,475
More than three years but not =& EBEBBUE
more than four years 523,077 43,750
More than four years but not MELA FETHBETFE
more than five years 1,358,077 -
2,535,000 360,915
Total Bt 3,075,687 1,369,682
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27.

28.

—REAFFASH—HILEE

BANK BORROWINGS (continued)

Bank borrowings at 31 December 2006 are variable-rate
borrowings which carry interest ranging from
HIBOR+0.575% to HIBOR+1% (2005: HIBOR + 0.58% to
HIBOR + 1%) per annum.

The fair values of the Group's bank borrowings at the
balance sheet date approximate their corresponding
carrying amounts.

Included in bank borrowings are the following amounts

27. HRITEE @)
REZZEEXRGETZA=1+—R RITEEAR
BEBTRFEZEE FRENTEBRIT
RIEHFEN0.575EEFBIRTITRIZESFE M
1ERE (2R RF BB RITREREMN
0.58EER/BRMITAEFEINE) -

REBERNGEER 2RITEEZAFERM
FERRE(EARE

RITEERE TIIAAREEN L E RSN

denominated in a currency other than the functional EEGHE 2 R
currency of the Group to which they relate:
2006 2005
ZEERE —TETRF
Amount Amount
X G|
‘000 ‘000
Fr Tt
United States Dollars ETT 52,952 61,132
Japanese Yen H 260,554 23,454

DEFERRED TAX LIABILITIES

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

28. EEHIEERS
TR BB RNAZ HEBEE FHRY
TERTFBEABURE D BE:

Accelerated

tax depreciation Others Total
DEBL T Hity CHl
HK$'000 HK$'000 HK$'000
FHET FHET FHET
At 1 January 2005 R-_ZEThF
—HA—H 36,178 (10,137) 26,041
(Credit) charge for the year REF (BEm)
X (13,917) 578 (13,339)
At 31 December 2005 and R-ZTZLF
1 January 2006 +=—A=+—8
R ZTEXRF
—H—H 22,261 (2,559) 12,702
(Credit) charge for the year AREFFE (FE0)
= i (22,261) 10,102 (12,159)
At 31 December 2006 RZZETREF
+=—A=+—H - 543 543
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29. SHARE CAPITAL/PAID-IN CAPITAL 29. BAE BHER
The paid-in capital of the Group as at 1 January 2005 and rEER-_ZTZRF-HA-AR=ZEZTR
31 December 2005 represented the aggregate amount FT_A=+—BZEBE#HERKREKE
of the nominal value of the share capital/registered capital LB ARIZRAFEMEARERD B
and share premium of the companies comprising the ZERmELRRE.
Group.
THE COMPANY b NN
Issued and
Authorised fully paid
HE BRTRAE
Number of Number of
Shares Amount Shares Amount
RAEE &H RGEE x|
‘000 HK$'000 ‘000 HK$'000
Fig THET Fig FAT
Ordinary shares of HK$0.10 each: SREE0.10% T2 & iBAk:
At 1 January 2005 and RZZZRF-A—HR
31 December 2005 R-ZZERF
+ZA=+—H - - - -
On incorporation A B 20,000,000 2,000,000 3,900 390
Issued pursuant to the Group BIREEEEET
Reorganisation = = 2,846,100 284,610
Placing of new shares e & 5Bk = = 150,000 15,000
At 31 December 2006 RZTERF
+=-A=+—H 20,000,000 2,000,000 3,000,000 300,000
Shown in the consolidated R T5I B BEGZE MS SRS
financial statements as x|
— at 31 December 2006 —-RZEERE+-_A=1+—H HK$300,000,000/8 7T

— at 31 December 2005 -RZEZERF+=-A=1+—H HK$1,112,498,000 7T
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29.

30.

(I

HE_ZTENF+_A=1+—HIFE

SHARE CAPITAL/PAID-IN CAPITAL (continued)
The Company was incorporated on 10 May 2006 with an
authorised share capital of HK$390,000 divided into
3,900,000 shares of HK$0.10 each. A number of
restructuring steps were then taken with the objective to
establish the Company as the holding company for the
laminate-related operations of the KCHL and its
subsidiaries (save for EEIC) for the purpose of the
Company's listing. On the same day, Jamplan (BVI)
Limited (“Jamplan”), a wholly owned subsidiary of the
Company’s ultimate holding company, KCHL, became the
beneficial owner of 3,900,000 shares in the Company.

Pursuant to the shareholders’ resolutions of the Company
on 13 November 2006, 2,846,100,000 new shares of
HK$0.10 each were allotted and issued to Jamplan as
consideration for the acquisition of the entire issued share
capital of Excel First Investments Limited. The Company
subsequently issued a total of 150,000,000 new shares of
HK$0.10 each at a price of HK$7.73 per share to members
of the public in Hong Kong and institutional and
professional investors in connection with its initial public
offering and listing on the main board of the Stock
Exchange on 7 December 2006.

RESERVES

Special reserve of the Group represents (i) the difference
between the net asset value of the acquired subsidiaries
and the nominal value of the Company’s shares issued
for the acquisition at the time of the Group Reorganisation
and (i) the reduction in the registered capital of a wholly-
owned subsidiary established in the PRC.

Other reserve of the Group represents the deemed
contribution from KCHL upon the acquisition of additional
interests in subsidiaries and the amount included in other
reserve was transferred to special reserve at the time of

the Group Reorganisation.

29.

30.

B, BHER &)
RRARR =TT NER AT BEMAR A
TE AR 7R %390,0008 7T+ 93 43,900,000/% &
BRTEIEO. 1078 TRk - B2EF AR R] £
B#TZHEEEST BNRSAREKA
BRI EEREWB AR (TRIEEEIC)
BERBEESZIZERAB-RA - AQHE
BRREBRARREBCIEEZ2EWBR
AlJamplan (BVI) Limited ([Jamplan 1) 5%
AR 7]3,900,0000% %15 2 B A Ao

BEZZETF+—A+=ZAZARFR
BOREER AQFIMIamplan it 3 K& BT
2,846,100,000/% F AR EI1E0.1074 7T 2 1A%
M ERBE R EIREGRARZHEEIT
BRAZ REB-ARBEHERZTEF+=
BEtAREARHABE RRERATERE
TMHEBRRATREBEMELEREES
H2£97150,000,0000% G AR E{E0.10787T.2
R - BIRVEE7.738 7o

E 4]
AEE 2 BRIEE AN BKEH B AR Z
EEHERETRB SR AU TR
2 ARERHEEME 2 BNEE: R —
A R B S 9 2 E BB A RIS 2 A
B

REEZ AthEEHERBRBC TEEWIEH
[BARRRIMESIR 2 RIETE FIARMRE
BAZERSBEERNETREEAREE
=R
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31.

32.

33,

MAJOR NON-CASH TRANSACTIONS 31.

The Group has transferred to fellow subsidiaries certain

machinery and prepaid lease payments amounting to
approximately HK$264,020,000 (2005: HK$40,737,000) and
HK$5,662,000 (2005: HK$20,348,000) respectively during

the year ended 31 December 2006.

FEHFRERH
HE-ZTFE+_A=+—BLEE K
EEERTRAMBAR 2 G THERTE
NHERIES B4 5264,020,0005 7T (=
T T HF:40,737,00077T) }5,662,0007%5
7T (ZZZE A4 :20,348,00087T) °

COMMITMENTS 32, EIE
2006 2005
ZEERF —TETRF
HK$'000 HK$'000
TR FHET
Capital expenditure contracted for HEEME KE
but not provided in the consolidated NMEREmEaTH
financial statements for the BRRERE T
acquisition of properties, plant MRIELBE
and equipment BARE 117,056 73,014
OPERATING LEASES 33. RKEHY
2006 2005
ZEERF —TETRF
HK$'000 HK$'000
TR FHET
The Group as lessee: REBEREMEA:
Lease payments charged to the FAREFEHER
consolidated income statements Mk 2 BARTR
during the year
— for premises - 508 739

Operating lease payments represent rentals payable by

the Group for certain of its office properties and all lease

payments are fixed and predetermined.

REMONRRARERE THAIEME
Rz B2 BEANNRZ SREREE
REREE-
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33. OPERATING LEASES (continued) 33. KEHY @
At the balance sheet date, the Group's future lease AR REBRB T AIEEE 2 &85
payments under non-cancellable operating leases are BB 2 MARRER T EAR

payable as follows:

2006 2005
—EERE —ETRF
HK$'000 HK$'000
TR FHET
Within one year —FNR 777 515
After one year but not later than —FREREFR
five years 1,476 1,367
After five years hFi& 14,067 14,267
16,320 16,149
2006 2005
—EERE —EThEF
HK$'000 HK$'000
FExT FAT
The Group as lessor: REBEERDAEA:
Rental income credited to the FRFFARE W ER
consolidated income statements 2B WA (BB
during the year, net of outgoing X $H4Y74120,000% 7T
amount of approximately ZETHF:40,00087T) )

HK$120,000 (2005: HK$40,000) 5,894 2,013
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33. OPERATING LEASES (continued) 33. REHO @
The Group's investment properties are rented to outside REEZIREMEDIRETEE 2 ERME
parties for periods up to five years at fixed predetermined SETFIHIRAL HHEKRADLEF -
amounts. At the balance sheet date, the Group had B AREEBERBEFEIAL AR BEK
contracted with tenants to receive the following future B2 HAEBORFHAT -

minimum lease payments:

2006 2005

ZEERE —TERF

HK$'000 HK$'000

TET THET

Within one year —FNR 4,249 828
After one year but not later than —FREREFR

five years 7,645 324

11,894 1,152

34. FINANCIAL GUARANTEES AND 34. B&ERERIAREE
CONTINGENT LIABILITIES

(a)  Financial guarantees (a) B ER
2006 2005
ZEERE —EERF
HK$'000 HK$'000
TR FHET
Guarantees given to banks to REREIERR R
secure credit facilities granted to REZRHE LA
ultimate holding company and RSEEEN ST
fellow subsidiaries HR1T 2 IR - 3,950,657
During the current and prior year, the Group had REERBEFEN RXEEBR
given guarantees to certain banking facilities FRELER AT RE TRRWNE
granted to the ultimate holding company and RERBETRITEERENEE
certain fellow subsidiaries free of charge. These BTER LEEZREEARA
guarantees were released on the day of listing of P PR Bk X P E AR BT E A
the Company'’s shares on the main board of the Ik
Stock Exchange.
In the opinion of the directors, the fair value of the EERA WBERREEEH
financial guarantees at the dates of inception were B2 AFELTEKR

immaterial.
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34.

35

FINANCIAL GUARANTEES AND
CONTINGENT LIABILITIES (continued)
(b) Litigation
During the year ended 31 December 2005, the
Group continued to take legal action against

customers to recover overdue trade receivables.

With regard to the three customers which were
referred to in the annual report of KCHL for the
year ended 31 March 1999, and which collectively
owe approximately HK$12 million to its
subsidiaries, it was the intention of the directors
that the Group would continue to vigorously
pursue the recovery of the outstanding trade
receivables and to defend against the counter-
claims, amounting to approximately HK$9 million,
which have been lodged by the delinquent
customers. On 22 April 2006, the litigation was
settled and the counter-claims by the delinquent
customers were dismissed in consideration of
HK$3 million payable by the counter-parties to the
Group and certain products by the Group to be
returned by the counter-parties to the Group. As
at 31 December 2006, the Group has no significant

contingent liabilities.

RETIREMENT BENEFITS SCHEME

The Group participates in both a defined contribution
scheme which was registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme”) and
a Mandatory Provident Fund Scheme which was
established under the Mandatory Provident Fund
Ordinance in December 2000 (the “MPF Scheme”). 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.

34.

35¢

B ERRBAREE @)

&
it

(b)
HE-FERFT-A=+—AL
FER ARBREAE SR
B8 BHBIH PR

BB CEISEEE—NLANF
A=+ BLFEFRRELZ=
ERP(HERAME QAL
12,000,000/ 7T) M & ' EFH AR
EEBEBGENREEZBEIHE
R R Bt R RIEHE TR 5208
HEBARNEREPIREZRRE
M FRTEX)9,000,0008 T —EF
NEMA -+ B ZEHFBER
Mg BEARNEREPIRE 2R
RECERE HHAMAEER
{X&3,000,00078 7T W AR A S
EREETEM R-_ST F+
ZRAE+—H AKEITESEKRN
SARAE

RKERGE

REE R 20— AR BB R GBI E
DItz BRG] ([BERR G E))
RRBRFERESHEIN_FTTF+
T AL ZERBIERTE SR ([RESE
g ZEFBCEERARBZEENR
A URERBELEEAENZES.
REXILRE S 5 81 2 AT E 2 i R G
gz RE RSKABEERNHENEES
SAEIZKE MAER _ETTF+ A3k
ZERMAREE 2 #iE B BAZINRES
BEE
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35. RETIREMENT BENEFITS SCHEME (continued)  35. RERKEFRIFHE (@)
Employees of subsidiaries in the PRC are members of the TEBARZEE RTEBMEEZE
state-sponsored pension schemes operated by the PRC KEBRNBHGHEIK B % EM B RRIA
government. The subsidiaries are required to contribute WX 2 F— A D HIRARKEE LA
a certain percentage of their payroll to the pension XN BT ARG BB T2 M
schemes to fund the benefits. The only obligation of the —BERXMAHE MR-
Group with respect to the pension schemes is to make
the required contributions.
Payments to the ORSO Scheme, the MPF Scheme and AR R NG B BT R ET B R B EBR
the state-sponsored pension schemes of approximately RAB RGBS 5 2 B R4 56,531,000 7T
HK$6,531,000 (2005: HK$4,909,000) net of nil forfeited (ZZEZRHF:4,909,000%7T)  EAEHIBRZ
contributions (2005: HK$306,000), had been charged to WS T (ZEZE R F:306,000587T)
the consolidated income statement. ‘rEFe AR TP R
36. RELATED PARTY TRANSACTIONS 36. BAEALRS
The Group entered into the following significant REEHEREALTEFNETZIERR
transactions with related parties for the year: ST
2006 2005
—EERE —EThEF
HK$'000 HK$'000
TR FHET
0) Sales of goods to fellow (i) MERMBAGHEEER
subsidiaries 1,714,976 967,077
(ii) Purchase of goods from (i) AR R B A RREE R
fellow subsidiaries 103,514 80,464
(il Management fee received (iii) BIEENEAGE)
from fellow subsidiaries EEE 22,610 33,292
(iv) Rental income received from  (iv) BIEENEAGE)
fellow subsidiaries HeA 160 =
(v) Interest paid to holding v) MER AR R
companies and fellow EEA YN
subsidiaries XATFE 45,701 52,923
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36. RELATED PARTY TRANSACTIONS (continued)

BEALRS ©)

2006 2005
—EEXREF —EERF
HK$'000 HK$'000
FHBxT FHET
(vi) Interest received from (vi) EIEEGIEN
fellow subsidiaries W ERFI B - 5,084
(vii)  Disposal of available-for-sale  (vii) AIBRARIERL A A
investment to ultimate HEHEE
holding company ®E 55,234 10,944

Other than disclosed above, the Group transferred
properties, plant and equipment with carrying value of
HK$264,020,000 (2005: HK$40,737,000) to fellow
subsidiaries at a consideration of HK$264,020,000 (2005:
HK$40,737,000) during the year ended 31 December 2006.

The Group transferred its interest in certain subsidiaries
and an associate with carrying values of HK$73,469,000
and HK$19,085,000 to fellow subsidiaries at a
consideration of HK$73,469,000 and HK$19,085,000
during the year.

The Group transferred prepaid lease payments with
carrying value of HK$5,662,000 (2005: HK$20,348,000) to
fellow subsidiaries at a consideration of HK$5,662,000
(2005: HK$20,348,000) during the year ended 31
December 2006.

The Group received approximately HK$51,525,000 (2005:
HK$721,000) from the ultimate holding company in

respect of interest rate swaps entered into on behalf of

the Group as detailed in note 25.

BREXATEREN BEZSE X F+A
=tT—BIEFE AEERRRHEQAE
AR (E 52264,020,000/8 7T (ZZER4E:
40,737,000/870) 23 WRE K& R E
£264,020,000B L (ZETRHF:
40,737,000/ 7T) °

REEN NEBRERAE A RERER
ETHBERAR R —HBE ARz #%s RE
B 51573,469,000/ 7T 119,085,000
BT EED R A73,469,0008 TRk
19,085,000/ 7T °

HE-ZTF+-A=+—ALFE XK
EERNERMBEAREREEEAR
5,662,000/ 7T (ZZ T 1 4 : 20,348,000/
7T) 2 FER TS FRIE 1B /35,662,000 7T
ZZTF4:20,348,000/87T) ©

AEEBRGEKERARNNREAEETT 2
MEREAMESRERDABBRL
51,525,000 T (ZEZHF:721,000%8
TT) EEIEERTEERS o
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36. RELATED PARTY TRANSACTIONS (continued) 36. BEEALRZ @)
Compensation of key management personnel FEEBEAEME
The remuneration of directors and other members of key FRNEEREMFETREASZMeM
management during the year is as follows: T
2006 2005
ZBERF —_EThF
HK$'000 HK$'000
FTHERT T
Short-term benefits G HATE A 22,465 14,787
Post-employment benefits RINERER 352 321
22,817 15,108
The remuneration of directors and key executives is EERHEMFIEERABZHegEEE
determined with reference to the performance of RIB TRIBNTISBERERE
individuals and market trends.
37. PARTICULARS OF PRINCIPAL SUBSIDIARIES 37. AATRXEME AR ZF1E
OF THE COMPANY
Details of the Company’s principal subsidiaries at 31 RZEZERET_A=+—B KREFE
December 2006 are as follows: MEA R FIBEWAT:
Place of Issued and
incorporation/ fully paid Proportion of
registration share capital/ interest held
Name of subsidiary and operation registered capital by the Group  Principal activities
HMRY BE ERARSERE/ FREfE
HWEARER REEHE dfEx ERlhl  FEER
%
Chung (Taicang) Insulated Material PRC US$3,000,000 100 Manufacture and distribution
Co., Ltd. e 3,000,000%7T of bleached kraft paper
85 (KR) BEHHERAR BERDERANES
Excel First Investments Limited British Virgin US$1 100 Investment holding
FEREABRAF Islands # 17T REER
B el
Fogang Kingboard Industry Ltd. PRC! RMB878,100,000 62.15  Manufacture and distribution
BRREEXARAR e AR 878,100,007 of copper foil

BERD B
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37.

PARTICULARS OF PRINCIPAL SUBSIDIARIES 37.

OF THE COMPANY (continued)

KPR FEMB AR 2T @)

Place of Issued and
incorporation/ fully paid Proportion of
registration share capital/ interest held
Name of subsidiary and operation  registered capital by the Group  Principal activities
WKL/ B EERORBRERES/ EEH
HWEAREE RiZen FER BHbh FEER
%
Guangzhou Chung Shun Century PRC! US$44,595,000 100 Manufacture and distribution
Fibre Glass Co., Ltd. HE 44,595,000% T of glass yam
BB EHELREERAT HERAHRRY
Kingboard (Fogang) Insulated PRC US$6,115,000 100 Manufacture and distribution
Material Company Limited e 6,115,000% 7T of bleached kraft paper
BE () BEMHBRAR HERD HEAREL
Kingboard (Fogang) Laminates PRC US$29,466,000 100 Manufacture and distribution
Co. Limited Il 29,466,000% T of laminates
BB () BERABR AR HERAHERER
Kingboard (Fogang) Paper Laminates PRC US$17,700,000 100 Manufacture and distribution
Co. Lid. R 17,700,000% 7T of laminates
B (fR) BEARER AR HERAHERER
Kingboard (Lian Zhou) Fibre Glass PRC US$13,700,000 100 Manufacture and distribution
Co. Limited R 13,700,000% 7T of glass fabric
BE (@M BEEEERAR HERD HRBELED
Kingboard (Lian Zhou) Copper Foll PRC US$27,000,000 62.15  Manufacture and distribution
Limited el 27,000,000% 7T of copper foil
BE(EN) WEERAR HER D HIE
Kingboard Copper Foil (Macao Macau MOP100,000 62.15  Distribution of copper foils
Commercial Offshore) Limited il JRF9#100,0007C PERE
BERE (RPIBEEERE) BRAT
Kingboard Copper Foil Holdings Bermuda® US$72,250,000 62.15  Investment holding
Limited BRE 72,250,000%7C REER
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES 37. XATFEMEBATZFEE @
OF THE COMPANY (continued)

Place of Issued and
incorporation/ fully paid Proportion of
registration share capital/ interest held
Name of subsidiary and operation  registered capital by the Group  Principal activities
WKL/ B EERORBRERES/ EEH
HWEAREE REEHY FER BRLAH  TEEE
%
Kingboard Laminates (Jiangmen) PRC HK$118,400,000 100 Manufacture and distribution
Co,, Ltd. R 118,400,00077C of laminates
MR BRERERAR HERAHERER
Kingboard Laminates (Kunshan) PRC US$32,010,000 100 Manufacture and distribution
Co,, Ltd. e 32,010,000% 7T of laminates
BERER(RIL)BRARA HERDHERER
Kingboard Laminates (Macao Macau MOP100,000 100 Distribution of laminates
Commercial Offshore) Limited &P BPIH100,0007C DHERAR
BERER (RPBFEERS)
BRAT
Kingboard (Panyu Nansha) PRCt RMB250,000,000 100 Manufacture and distribution
Petrochemical Company Limited HE K #250,000,00070 of chemicals
BE (BEEY) BLBRAR HERAHIER
Kunshan Yattao Chemical PRC US$12,500,000 100 Manufacture and distribution
Co., Ltd. Il 12,500,000% T of laminates
RUBELIBRAR HERAHERER
# These are investment holding companies which have no specific & ERRNREERAR WERSTEE
principal place of operations. B3 Sbir
L These companies were established in the PRC in the form of ! HERBAINEBEECE A ETE

Wholly Foreign-owned Enterprises. (DA
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES
OF THE COMPANY (continued)
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.

37.

AATFEMB AR ZFHE @)

ERFAIRARTEERAIZFEAR
BXENEECARBBRAR -ARAE
ERRINEEMMHBAR 2 FBEERNIT
o

BB R BN F A BB TERNERE
o




