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Corporate Information
NAEIEF

BOARD OF DIRECTORS

Executive Directors

Mr. Cheung Kwok Wing (Chairman)

Mr. Chan Wing Kwan (resigned as the Managing Director and
an executive Director and re-designated as a non-executive
Director on 11 January 2011)

Mr. Cheung Kwong Kwan

Mr. Chang Wing Yiu

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Mok Cham Hung, Chadwick

Mr. Chen Maosheng (appointed on 11 January 2011)

Non-Executive Director
Mr. Chan Wing Kwan (re-designated on 11 January 2011)

Independent Non-Executive Directors
Dr. Cheng Wai Chee, Christopher

Mr. Henry Tan

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

COMPANY SECRETARY
Mr. Lo Ka Leong

PRINCIPAL BANKERS

Bank of America, N.A.

Bank of Communications Co., Ltd.

China Construction Bank Corporation

Citibank, N.A.

DBS Bank Ltd., Hong Kong Branch

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank (Hong Kong) Limited

Sumitomo Mitsui Banking Corporation

AUDITOR

Deloitte Touche Tohmatsu
Certified Public Accountants
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HONG KONG LEGAL ADVISORS

Mallesons Stephen Jaques

REGISTERED OFFICE
Ground Floor, Caledonian House
Mary Street, P.O. Box 1043
George Town

Grand Cayman

Cayman Islands

British West Indies

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

2nd Floor, Harbour View 1

No. 12 Science Park East Avenue

Phase 2 Hong Kong Science Park

Shatin

Hong Kong

PRINCIPAL SHARE REGISTRAR
The Harbour Trust Co. Ltd.

3rd Floor

One Regis Place

P.O. Box 1787

George Town

Grand Cayman Islands

British West Indies

BRANCH SHARE REGISTRAR IN HONG KONG
Tricor Secretaries Limited

26/F, Tesbury Centre

28 Queen’s Road East

Wanchai, Hong Kong
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Financial

MR

Revenue EER
EBITDA* RINBRFE ~ HiE
HEREBHEART
Underlying profit before tax* BB AT SR
Net profit attributable to owners 2 BiH A FE(L 4R
of the Company
— Underlying net profit* — B RGF*
— Reported net profit —BRE AR
Basic earnings per share BREKREF
- Based on underlying net profit* — AE ARG
— Based on reported net profit —ABRmAT R E
Full-year dividend per share BEREERE
— Interim dividend per share — SR ERE
- Proposed final dividend per share ~ — SR ER S
Dividend payout ratio RELLZE
Net asset value per share BREEFE
Net gearing FEBLE
* Excluding:

2010: (1) gain on disposal of available-for-sale investments of
HK$111.8 million (net of the portion shared by minority
shareholders)

2009: (1) net loss on disposal of subsidiaries of HK$82.6 million

gain on disposal of partial interests in subsidiaries of
HK$340.0 million

impairment loss on available-for-sale investments of
HK$111.8 million (net of the portion shared by minority
shareholders)

discount on acquisition of HK$11.4 million (net of the portion
shared by minority shareholders)
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Financial Hig
Revenue
i
HK$ Million HK$ Million
BEBT BEET
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Profit Attributable to Owners of the Company
RABFE ARIE R

Excluding the gain from the spin off of copper foil business of HK$178.4 million

Annualized

Excluding the gain from the spin off of laminate business of HK$4.8 billion and

discount on acquisition of HK$49.7 million

Excluding the gain on fair value change of conversion and redemption option

derivative of HK$182.4 million; loss on disposal and deemed disposal of

interest in an associate of HK$23.7 million and discount on acquisition of

HK$1.0 million

Excluding:

(1) loss on disposal of convertible bond and interest in an associate of
HK$189.7 million

(2) impairment loss on available-for-sale investments of HK$253.2 million

(3) discount on acquisition of HK$45.1 million

Excluding:

(1) net loss on disposal of subsidiaries of HK$82.6 million

(2) gain on disposal of partial interests in subsidiaries of HK$340.0 million

(3) impairment loss on available-for-sale investments of HK$111.8 million (net
of the portion shared by minority shareholders)

(4) discount on acquisition of HK$11.4 million (net of the portion shared by
minority shareholders)

Excluding the gain on disposal of available-for-sale investments of HK$111.8

million (net of the portion shared by minority shareholders)
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Chairman’s Statement
FERS

BUSINESS REVIEW

It is my great pleasure to report to our shareholders that
Kingboard Chemical Holdings Limited (the “Group”) delivered
record-breaking results for the financial year ended 31 December
2010. The Group’s revenue soared substantially by 42% to
HK$33,891.5 million and underlying net profit (excluding non-
recurring item) jumped by 57% to HK$3,509 million, basic
earnings per share was HK$4.146. Backed by continued
recovery of the global economy and robust economic growth in
emerging markets especially China, the Group saw impressive
results from all business segments. Demand for laminates and
printed circuit board (“PCB”) products continued to grow as
a result of thriving demand for consumer electronic products
especially smartphones as well as tablet PCs. The Group’s
laminate and PCB divisions posted remarkable earnings. Driven
by buoyant demand for chemical products, the Group’s chemical
division delivered outstanding performance with spectacular
growth in both turnover and profit. The Group’s properties
division generated stable rental income from our investment
properties.

On the back of our solid financial strength and proven
management team, the Group has consistently invested in new
production facilities and now established more than 60 plants.
With a sharp competitive edge through our vertically integrated
business model and effective resources management, the Group
was able to advance our market share and deliver another year
of excellent returns for our shareholders. The Board proposed a
final dividend of HKB0 cents per share subject to shareholders’
approval. Together with the interim dividend of HK50 cents per
share paid in September 2010, this constitutes a total dividend
per share of HK$1.1, representing a payout ratio of 26%.
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Chairman’s Statement £ fERE

B M

Revenue Breakdown by Product

1%

FY 2010 FY 2009
—E-TFHRFE —EENFHMRFR
Laminates Chemicals Printed Circuit Boards . Properties Others
BINER ETER ENRIARBEAR bUE 3 Hith
PERFORMANCE EBRE

Bolstered by strong global demand for electronic products, the
laminate division achieved remarkable performance in 2010.
Key raw materials price showed a continued uptrend during the
year under review which in turn translated into higher average
selling price (“ASP”) of laminates products compared to previous
year. Chinese government implemented favourable policies to
encourage domestic consumption. Domestic sales denominated
in Renminbi (“RMB”) increased compared to last year. Turnover
(including inter-segment sales) for the laminate division was up
43% to HK$13,507.6 million while earnings before interest, tax,
depreciation and amortisation (“EBITDA”) increased 24% to
HK$3,391 million. Volume sales increased around 15% against
2009 and average monthly shipment volume reached 9.29 million
square metres.

RIREFEMMSH RGBT - BERERBLIN =
Z-TERBAER NETERMBERIZEL
R BRHERIFHEESRESF - ARKHE
BT EEHTSBNHATEE  SHPERAL
MIZHEKAEE - ARBZXBREFAML
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TH15% BAFHNEER/RNB-_TIAEBFS
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Chairman’s Statement FERsE

Similarly, the PCB division also achieved excellent performance.
Turnover for PCB division rose by 20% to HK$8,704.9 million
and EBITDA increased 39% to HK$1,622.4 million. High density
interconnect (“HDI”) PCB performed extremely well for the
division. Demand for HDI PCB was robust owing to strong sales
of smartphones and high-end communication devices. Monthly
capacity from our two dedicated HDI PCB plants in Kunshan,
Jiangsu province and Kaiping, Guangdong province expanded
from 600,000 square feet in 2009 to around 1,000,000 square
feet by the end of 2010. HDI PCB sales doubled against that in
2009, accounting for 12% of total PCB sales and adding extra
growth impetus to the division.

Our HDI plants successfully capture the growing HDI market segment.
SENSEELEZHRSERERDHRSEELEORRERTS 2ER -

Ongoing economic growth and industrialisation in China
continued to boost the selling prices and demand for chemical
products in 2010. Our phenol/acetone plant in Huizhou,
Guangdong province achieved outstanding performance on the
back of strong demand. The Group’s other chemical projects
including chemical refinery plant in Yangzhou, Jiangsu province
and coke/methanol plant in Xingtai, Hebei province as well as
caustic soda plant in Hengyang, Hunan province also delivered
attractive earnings for the Group. Turnover for the chemical

08 Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER

EN il 4% B 1R 2B PI R AR ER /S (48 » SPPI 2 588 L
Ho0%ZENt+EBZHEA+EET - KHK
FE B TERBHEZRFIEMNO% E
TAREZFZAEN+EET - @mELE(HDI])
ENRIAREEIRFTIAE - SRR E TR = i iBa
BMEERIEEBT - HDl PCBEYE K+ DR ©
SEEMATIERE B IR ERE FTRHDIEDRI4RE
RAEREN  AEEH -_ETNAEMNE0BFEHTR
RAZ_Z—ZFFEAFI00EFHR o HDIED
RIARBEAR $H S BB T TN FIE M —1E - (HEDRIAR
PEAR S FIRRIE R ERE12% - AP R ERMER
EpAIC

PEIGHRER - TERERMAE  SBHEEETE
mEBRER  —E-TFCIERTHEEL
Tt o B/ AESRY - BRESNER, N
REFAT# - EEE AL TIE B TEE BN R
B ML E TR AR, T EERR &8 A S A B
FREERMB IS ES - (CTRFIEXB|ARB L
H52%Z—AETHESFTREERTEST - K&
MERFE ~ IR - EREHEZ AFIEIN100%E
TABNTRAB-+&8ET - FAFEEEL



Chairman’s Statement £ fERE

division jumped 52% to HK$14,465.5 million and EBITDA rose
substantially by 100% to HK$1,995.2 million. Share of associates
results (bulk of which contributed by our natural gas based
methanol joint venture with China BlueChemical Limited) was
up sharply by 212% to HK$200.9 million as a result of higher
methanol selling prices in 2010.

SEEEBEATNAN (KD RE EZREAH
EERNBRAREEZRAARETEERR ) DR
BREFRBEMN212%ZE —BEN+EBT -

The phenol/acetone plant in Huizhou, Guangdong province generates attractive return to our shareholders.

IR ERE BN 2 KB, REB AR RS R EE R -

With regards to our properties division, as at 31 December
2010, the Group had a land bank of approximately 2.6 million
square metres with investment properties and residential projects
located at prime locations in eastern and southern China. Our
investment properties, including Shanghai Kingboard Modern
Plaza and Guangzhou Zhan Wang Digital Plaza, located at prime
location with easy access and enjoyed good occupancy rate.
Total rental income for the Group increased 38% to HK$125.7
million from HK$90.8 million in 2009.

FHEIFISE  SEEERNEDELZERE
MEREFEER BE_T-ZEF+-_A=1+—
B BETHREEO AR TEFIK - RERE
YE(BELERERAES MEMNREHEES)
UEEE - BHEEER  FEESPRAB_ZTTN
FONTENTEETLABRE_T—FTFH
—EB-THEETEET
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Chairman’s Statement £ fERE

LIQUIDITY AND CAPITAL RESOURCES

Our financial and liquidity position continued to be solid. As at
31 December 2010, net current assets and current ratio of the
Group were approximately HK$11,274.2 million (31 December
2009 — HK$9,151.9 million) and 1.90 (31 December 2009 - 1.97)
respectively.

The net working capital cycle shortened from 80 days as at 31
December 2009 to 65 days as at 31 December 2010 on the
following key metrics:

- Inventories, in terms of stock turnover days, decreased
to 55 days (31 December 2009 — 67 days) as the Group
consumed lower costs inventories strategically stocked
up in 2009 as a result of much higher revenue in 2010.

- Trade receivables, in terms of debtors turnover days,
reduced to 56 days (31 December 2009 — 67 days).

- Trade and bills payables, in terms of creditors turnover
days, reduced to 46 days (31 December 2009 — 54 days).

The Group’s net gearing ratio (ratio of interest bearing
borrowings net of cash and cash equivalents to total equity) was
approximately 23% (31 December 2009: 22%). The proportion
of bank borrowings between short term and long term stood
at 43%:57% (31 December 2009: 34%:66%). During the year
under review, the Group invested around HK$1,744 million
and HK$3,229 million in new production capacity and property
developments projects respectively. With a seasoned and
professional management team coupled with our concrete
business foundation and robust balance sheet, the Group
is confident that these investments will generate stable and
attractive returns to our shareholders in the future. About 8% of
the Group’s bank borrowings was denominated in RMB and the
rest in Hong Kong or US dollars.

10 Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER

REEERMERR
EENMBERAFERFER SER_F
—ZEF+ A=+t -—BZhRPEEFEAE
—EAE—tZEETHE=+tEST(ZETAF
TZA=t+—RA: At+—ERT—BALTERE
L) RBHERA1O(ZEENE+ _A=+—
B :1.97)°

FEEELEEHH _ETAFT _A=1T—H
WNATH BALE_Z-—ZTF+_A=1t—HK
ANTEE - ADWT

- HERREEXBABELA O ERTA-F
TRAERBIRMBEAANET - 7H
AR ERTAR(Z2EAF A
=+—B:x+th)-

- BIRERABEHRAOER T A(ZF
ZNE+ZA=+—R:R"TEH) -

- ESREEENRREEERE D Emts
B(Z2BAET-A=+—A: B +H
A)

SEZFEERER(IKRRERRAESEERZW
BEERERNBELER)NA2BB(ZEZNF
+TZA=+—H:22%) - REEKRBEEN
LBl 543%  57% (ZZEZTNF+ A=+ —
H :34% :66%)  c BEFEAN - FEKET
WTHEtERTHEEBRTAETNNEERER
=tZRBZFThESETREHESRRIER - B
EREENEXLENAER  BENEBERREE
MR E N - EEFREHFRERARRFREE
REREBEMNEIR - RITEEFLNBRASARKEE
o BRI ABTTHETER -



Chairman’s Statement FERsE

The Group continued to adopt prudent financial management
policy including the use of interest rate swap contract to
minimize exposure to fluctuation in interest rates movement.
As at 31 December of 2010, outstanding notional amount of
interest rate swap agreements stood at HK$3.4 billion with a
weighted average duration and interest rate of 0.49 year and
2.96% respectively. The Group also entered into commodity
forward contracts so as to minimize its exposure to fluctuation
in commaodity prices. The fair value of these contracts amounted
to HK$33.5 million. Other than derivative financial instruments in
connection with our daily operations as mentioned above, the
Group had not entered into any other material derivative financial
instruments throughout 2010. There was no material foreign
exchange exposure to the Group during the year under review.
The Group’s revenue, mostly denominated in Hong Kong dollars,
RMB and US dollars, was fairly matched with the currency
requirement of operating expenses.

HUMAN RESOURCES

As at 31 December 2010, the Group had a global workforce
of over 47,300 (31 December 2009: 45,400). The increase in
headcount was in line with increased business volume compared
to last year. In addition to offering competitive salary packages,
the Group grants share options and discretionary bonuses to
eligible employees based on our overall financial achievement
and their individual performance. The Group’s continued success
relies on a comprehensive human resources strategy. Kingboard
Institute of Management was established with a vision to focus
on management training of middle and senior management for
the Group. Over the years, this institute has successfully trained
approximately 100 deputy general manager grade or above
employees for our Group. In addition, the Group also worked
with Kowloon Federation of Associations in 2010 on a Summer
Internship Scheme for university students in Hong Kong. The
Group recruits fresh graduates from both mainland China and
Hong Kong each year in search for talents for the Group. In
future, we will continue our effort to identify and develop staff
via management training schemes in order to rejuvenate our
management team to support the long term development of the
Group.
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Chairman’s Statement X fEiR4%

PROSPECTS

Ongoing global economic recovery with steady growth
momentum is expected to further foster demand for electronic
products. The ASP of laminates products continued to show an
uptrend as raw material prices persisted at a high level in the first
two months of 2011. In order to meet strong laminate demand
for multilayer and HDI PCBs, the Group is working on capacity
expansion for thin laminate production capacity in Jiangmen
laminate plant. In addition, construction plans are also underway
to set up a new glass fabric plant and a new glass yarn plant in
Changzhou, Jiangsu province over the next two years. These
new capacities will help to secure key upstream materials supply
for our laminate production in eastern China and further reinforce
our vertically integrated business model.

Leveraging on our cost effective operation, the Group is
constructing a new PCB facility with phase | monthly capacity
of 1 million square feet in Yi Zheng Industrial Park, Yangzhou,
Jiangsu province. Furthermore, our two dedicated HDI PCB
plants in Kunshan, Jiangsu province and Kaiping, Guangdong
province as well as our Thailand PCB plant are expected to
expand production capacity in 2011 with an aim to capture
further market share gain.

For the chemical division, phase Il expansion plan for our
chemical refinery plant in Yangzhou, Jiangsu province is on
track to add a new catalytic cracking unit with annual capacity
of 2 million metric tonnes. Downstream capacity will further
be enhanced through building a new phenol/acetone plant
with annual capacity of 300,000 metric tonnes. As a result of
resource sharing among these two facilities, feedstock supply is
secured for the new phenol/acetone plant. Meanwhile, capability
enhancement plans for the existing phenol/acetone plant in
Huizhou, Guangdong province are currently in the pipeline and
expected to be completed in 2011. Our successful acquisition of
the Hengyang caustic soda plant in 2003 has brought excellent
returns to the Group and accumulated valuable experience and
technical expertise in this sector. Growth potential for caustic
soda is enormous in China. In early 2011 we acquired another
caustic soda plant in Gaomi, Shangdong province with an annual
capacity of 60,000 metric tonnes. Planning is also underway to
expand the production capacity of the Hengyang caustic soda
plant over the next few years.
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Chairman’s Statement £ fERE

Renovation for Guangzhou Dong Zhao Building has been
completed with inspection approval from government authorities.
We have started leasing negotiations with prospective tenants
and additional rental income is expected from this property
in 2011. Our first residential project — Shanghai Yu Garden in
Kunshan, Jiangsu province has pre-sold over 90% of units
with cash receipt over RMB900 million. Earnings in connection
with this project are expected to be booked in the FY2011. In
addition, construction of another residential project — Qiandeng
Kingboard Yu Garden in Kunshan has commenced and pre-sale
for this project is expected in 2011.

Looking ahead, the operating landscapes for the Group in 2011
remain challenging as we are facing headwinds of rising costs,
wage increase and RMB appreciation. Nevertheless, with our
diversified business portfolio and our experienced management
team, the Group will respond promptly to changes in the market
with decisive action. We are confident that the Group will
continue to deliver attractive returns to our shareholders in future.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
express my sincere gratitude to our shareholders, customers,
banks, the management and employees for their unreserved
support to the Group in the past year.

Cheung Kwok Wing
Chairman

Hong Kong, 7 March 2011
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EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 55, is the chairman and a co-
founder of the Group, the chairman of Kingboard Copper Foil
Holdings Limited (“KCFH”) as well as Elec & Eltek International
Company Limited (“EEIC”), both of which are subsidiaries of the
Company listed on the Singapore Exchange Securities Trading
Limited (“SGX”). Mr. Cheung is the brother of Ms. Cheung Wai
Lin, Stephanie, the cousin of Mr. Cheung Kwong Kwan and the
brother-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang.
Mr. Cheung had over 13 years’ experience in the sales and
distribution of electronic components including laminates prior
to the establishment of the Group. Mr. Cheung is responsible for
the overall strategic planning of the Group and sets the general
direction and goals for the Group. Mr. Cheung won the Young
Industrialist Award of Hong Kong 1993, which was organized by
the Federation of Hong Kong Industries and was described as
“far-sighted, enterprising, and having insight in the business”. Mr.
Cheung was the winner of the DHL/SCMP Hong Kong Business
Award, accredited with the Owner-Operator Award in 2006.

Mr. CHEUNG Kwong Kwan, aged 46, is the cousin of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He
joined the Group in 1988 and has been working in the PCB
industry since 1984 with particularly extensive experience
in marketing components and materials required for PCB
production. Mr. Cheung is responsible for the Group’s chemical
business operations and property developments in southern
China.

Mr. CHANG Wing Yiu, aged 44, is the brother-in-law of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He
joined the Group in 1989 and has over 21 years’ experience in
laminates production. Mr. Chang graduated from the Hong Kong
Polytechnic University with a higher diploma in marine electronics.
He is responsible for the Group’s methanol plant in Chongging,
chemical refinery plant in Yangzhou, Jiangsu province and
phenol/acetone plant in Huizhou, Guangdong province. He is
also a non-executive director of EEIC.
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EXECUTIVE DIRECTORS (continued)

Mr. MOK Cham Hung, Chadwick, aged 46, is the son-in-law of
Mr. Chan Wing Kwan. He joined the Group in 2000. Prior to this
he worked in the financial services industry for over 11 years.
Mr. Mok is an associate member of the Institute of Chartered
Accountants in England & Wales and a fellow member of Hong
Kong Institute of Certified Public Accountants. He holds an MA
in Electrical and Information Engineering from the University of
Cambridge and an MBA with distinction from Imperial College,
the University of London. He is also an executive director of EEIC
and responsible for the strategic planning of EEIC.

Mr. HO Yin Sang, aged 56, is the brother-in-law of Mr. Cheung
Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He joined
the Group in 1989 and is responsible for the Group’s chemical
business operations in Hebei and Shanxi province. He is also a
non-executive director of KCFH.

Ms. CHEUNG Wai Lin, Stephanie, aged 40, is the sister of Mr.
Cheung Kwok Wing and the cousin of Mr. Cheung Kwong Kwan.
She joined the Group in 2002 and is responsible for the business
operations of Techwise PCB group. Prior to joining the Group,
she worked as an administration assistant manager in a listed
company for about 5 years.

Mr. CHEN Maosheng, aged 47, was appointed as an executive
director of the Company on 11 January 2011. He joined the
Group in 1996 and is currently the chief financial controller of
the Group in the People’s Republic of China (“PRC”). He is
responsible for the management of the finance and tax matters of
the Group in the PRC. Prior to joining the Group, he worked with
the finance and economics department of the government of the
PRC for 12 years. Mr. Chen graduated from Jiangxi Finance and
Economics University (formerly known as Jiangxi Finance and
Economics Institution) in 1990. He is an accountant certified by
the finance department of the government of the PRC.

NON-EXECUTIVE DIRECTOR

Mr. CHAN Wing Kwan, aged 65, is a co-founder of the Group,
and a non-executive director of EEIC. Mr. Chan was the
managing director of the Group and responsible for the overall
implementation of the strategic plans and goals of the Group.
On 11 January 2011, he has been re-designated as a non-
executive Director and appointed as chief consultant of the
Company. Mr. Chan was the managing director of KCFH up
to 11 January 2011. Mr. Chan is the father-in-law of Mr. Mok
Cham Hung, Chadwick. Mr. Chan acquired a degree of Doctor
of Business Science from Pacific Western University L.A. Prior
to the establishment of the Group, Mr. Chan had over 22 years’
experience in the sales and distribution of electronic components,
industrial chemicals and printed circuit boards.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Dr. CHENG Wai Chee, Christopher, GBS, OBE, JP, aged 62,
was appointed as an independent non-executive Director in
2007. He holds directorships in various listed companies in
the last three years. He is currently the chairman of two listed
companies in Hong Kong, namely Wing Tai Properties Limited
(formerly known as USI Holdings Limited) and Winsor Properties
Holdings Limited. He is an independent non-executive director
of each of New World China Land Limited and NWS Holdings
Limited, both are listed companies in Hong Kong. Dr. Cheng is
also an independent director of DBS Group Holdings Limited
which is listed in Singapore. He is a member of the Council of The
University of Hong Kong. He is the chairman of the Governance
Committee of the HKSAR Government Exchange Fund Advisory
Committee and a Steward of the Hong Kong Jockey Club. He
is also a non-executive director of Temasek Foundation CLG
Limited.

Mr. Henry TAN, aged 57, is the chief executive officer of Luen
Thai Holdings Limited, a company listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Mr. Tan has over
26 years of experience in apparel and logistics industries. Mr.
Tan is an active leader and contributor to charity and community
programmes. He is the former chairman of the board of directors
of Po Leung Kuk of the year 2004-2005, an authorised charitable
organization in Hong Kong. He also acts as a committee member
of the Chinese People’s Political Consultative Conference in
Fujian province, the PRC, the member of Standing Committee
of the Chinese People’s Political Consultative Conference in
Qingyuan City of Guangdong province and is a member of
Election Committee (Textiles and Garment Subsector). Mr. Tan
obtained his Master’s Degree in Business Administration in
1980 and Bachelor’s Degree in Business Administration in 1975
from the University of Guam, the United States of America. Mr.
Tan was also an independent non-executive director of China
Resources Peoples Telephone Company Limited, a company
formerly listed on the Stock Exchange. Mr. Tan was appointed as
an independent non-executive director of the Company in 2005.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Mr. LAl Chung Wing, Robert, aged 63, was appointed as an
independent non-executive director of the Company in February
2009. He has more than 25 years of experience in trading and
investment and was previously the managing director of Seaunion
Holdings Ltd (now known as South Sea Petroleum Holdings
Limited) and an independent non-executive director of Kee Shing
(Holdings) Limited (now known as Gemini Property Investments
Limited), both companies listed on the Stock Exchange. He holds
a Bachelor-of-Laws (Honours) degree from the University of
London and is currently involved in business consultancy work in
the Asia-Pacific region. He is also an independent non-executive
director of Plastec Technologies Ltd, a company quoted on the
US OTC Bulletin Board (OTCBB). Mr. Lai was an independent
non-executive director of KCFH, from 29 November 1999 to
27 February 2009. He is a brother of Mr. Lai Chong Tuck, an
independent non-executive director of EEIC.

Mr. TSE Kam Hung, aged 60, has over 30 years of experience
in the field of electronic industry. He was appointed as an
independent non-executive director of the Company in 2004.

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 37, the Company Secretary, joined
the Group in May 1999. Prior to that, he was an accountant
at an international accounting firm. Mr. Lo is a fellow member
of Hong Kong Institute of Certified Public Accountants. He
holds a Bachelor’'s Degree in Professional Accountancy from
The Chinese University of Hong Kong. He is in charge of the
company secretarial work of the Group. He is a non-executive
director of Kingboard Laminates Holdings Limited (“KLHL”), a
66.02% owned subsidiary listed on the main board of the Stock
Exchange.
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Directors’ Report
EEERE

The directors of the Company (the “Directors”) have pleasure
in presenting their report and the audited consolidated financial
statements of the Group for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of associates, jointly controlled entities and principal
subsidiaries of the Company are set out in notes 22, 24 and 45
respectively to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year are set out in the
consolidated income statement on page 57.

An interim dividend of HK50 cents per ordinary share was paid to
the shareholders of the Company during the year. The directors
now recommend the payment of a final dividend of HK60 cents
per ordinary share to the Company’s shareholders whose names
appear on the register of members of the Company on 3 May
2011, and the retention of the remaining profit in the Company.

SHARE CAPITAL

Details of the movements during the year in the issued share
capital of the Company are set out in note 34 to the consolidated
financial statements.

PURCHASE, SALE OR REDEMPTION OF
SHARES

During the year, there was no purchases, sale or redemption by
the Company or any of its subsidiaries of the Company’s listed
securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).
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Directors’ Report EEefs

DISTRIBUTABLE RESERVES OF THE COMPANY
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 61 to 63.

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

At 31 December 2010, the sum of the retained profits, the share
premium and the reserve accounts of the Company amounted to
approximately HK$4,843 million.

INVESTMENT PROPERTIES

The Group’s investment properties were revalued as at
31 December 2010, resulting in an increase in fair value of
approximately HK$68,824,000 which has been credited directly
to profit or loss.

PROPERTIES, PLANT AND EQUIPMENT
Expenditure of approximately HK$1,743 million was incurred
during the year primarily to expand the production capacity of the
Group. Details of all the changes during the year are set out in
note 19 to the consolidated financial statements.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December
2010 are set out in note 45 to the consolidated financial
statements.

DONATIONS

During the year, the Group made charitable and other donations
totalling HK$10,261,000.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company (“Directors”) during the year and
up to the date of this report were:

Executive Directors:

Mr. Cheung Kwok Wing (Chairman)

Mr. Chan Wing Kwan (resigned as the Managing Director and
an executive Director and re-designated as
a non-executive Director on 11 January 2011)

Mr. Cheung Kwong Kwan

Mr. Chang Wing Yiu

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Mok Cham Hung, Chadwick

Mr. Chen Maosheng (appointed on 11 January 2011)

Non-executive Director:
Mr. Chan Wing Kwan (re-designated on 11 January 2011)

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

Mr. Henry Tan

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

Mr. Chen Maosheng was appointed by the board of Directors
as a new executive Director with effect from 11 January 2011.
In accordance with Article 84 of the Company’s Articles of
Association, Mr. Chen Maosheng will hold directorship only
until the annual general meeting of the Company following his
appointment and will be eligible for re-election. Accordingly, Mr.
Chen Maosheng will retire at the forthcoming annual general
meeting of the Company and will be eligible for re-election as an
executive Director.

In accordance with Article 92 of the Company’s Articles of
Association, Mr. Cheung Kwok Wing, being the executive
Director, Messrs. Cheng Wai Chee, Christopher and Tse Kam
Hung being the independent non-executive Directors, will retire
from directorship by rotation and will offer themselves for re-
election at the forthcoming annual general meeting of the
Company.

Biographical details of the above Directors are set out in the
section “Directors’ and Senior Management’s Biographies” on
pages 14 to 17.

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

At 31 December 2010, the interests of the Directors and their
associates in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFQ”)), 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 Issuers, were as
follows:

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

(“Shares”)

EEzRHER
REIE-ZF+-_A=+—H EXREEZIHE
AETRARB REEBEE (& RESF PR
([ 5 R AR GO ) EXVED) 2 ki - BRI
HEFT  BEARRRERES KIS RPI5352
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Approximate
percentage of
the issued

Number share capital

of issued of the Company

Shares held L p NN

Name of Director Capacity B 8T ERITREZ

EEHA ERME ROEE BREDE

Mr. Cheung Kwok Wing Beneficial owner 2,198,675 0.259
SREIER EmEaA A

Mr. Chan Wing Kwan (Note 1) Beneficial owner 1,180,250 0.139
BRAKERSE A (M) BEnEBEA

Mr. Cheung Kwong Kwan Beneficial owner 1,623,200 0.191
REE A BEnEAA

Mr. Chang Wing Yiu (Note 2) Beneficial owner 3,750,274 0.441
Ehok s A (ME2) Xt/ =N

Mr. Ho Yin Sang (Note 3) Beneficial owner 3,573,129 0.421
fA] 3 A S A (P9 5E3) BEnEBEA

Mr. Mok Cham Hung, Chadwick Beneficial owner 1,820,000 0.214
(Note 4) EmfiaA

SR A (M4 )
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DIRECTORS’ INTERESTS IN SHARES (continued) EECROERE)

Long position (continued) RE(#E)

(@) Ordinary shares of HK$0.10 each of the Company  (a) AL FEFREEO0.10E 7T HEBERK (K
(“Shares”) (continued) w1 (&)
Notes: P&E
(1) Out of the 1,180,250 Shares, 1,120,250 Shares were held by Mr. (1) P#1,180,250 B th & # + H1,120,250/% i

Chan Wing Kwan and 60,000 Shares were held by his spouse.

) QOut of the 3,750,274 Shares, 3,052,074 Shares were held by Mr. @)
Chang Wing Yiu and 698,200 Shares were held by his spouse.

) Out of the 3,573,129 Shares, 1,661,629 Shares were held by €]
Mr. Ho Yin Sang and 1,911,500 Shares were held by his spouse.

(4) Out of the 1,820,000 Shares, 1,810,000 Shares were held by (4)
Mr. Mok Cham Hung, Chadwick and 10,000 Shares were held
by his spouse.

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

13 Ty BRK IR AR ASFA - 60,0008 A7 Al
mERESEE -

PE%3,750,274 &k E H - H 3,062,074/ AX
D IyRE KB EERAFER - 698,200/ A 5
B ERBIES -

ME%3,573, 120k ik E H - HH1,661,6200% %
DTy AFAE T ERARFAE -+ 1,911,5008% B
R EEBEA -

75%1,820,0008 i & # - H#1,810,0008% i
13 THER EE M SE AR A$EA - 10,0008 8815 Al
mERBREE -

FIESEER 1 ([ BRI ))

Mr. Chan Wing Kwan Beneficial owner 591,600
BRAKERSE & BREAA
Mr. Chang Wing Yiu Beneficial owner 484,800
ERKRSE A BEnlEBEA
Mr. Ho Yin Sang (Note) Beneficial owner 999,600
AR AE SR A (PH5E) BERERA
Mr. Cheung Kwong Kwan Beneficial owner 359,600
RET LA BEmEEA
Note:  Out of the 999,600 Share Options, 603,600 Share Options were PRRE © 72 5%999,6001% & & BE AR #E & - - E # 603,600

held by Mr. Ho Yin Sang and 396,000 Share Options were held
by his spouse.
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)

(b)

()

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

The Company adopted its first share option scheme
on 11 May 1998, and such share option scheme was
terminated upon the adoption of its second share
option scheme (“2002 Scheme”) on 2 July 2002 for
the duration of 10 years. In view of the recent changes
to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), a new share option
scheme was approved by shareholders of the Company
at the extraordinary general meeting of the Company held
on 23 March 2009. The 2002 Scheme was accordingly
terminated on the same day without affecting the rights of
holders of any options granted and outstanding under the
2002 Scheme.

Warrants of the Company (“Warrants”)

On 2 March 2010, a bonus issue of warrants (“Warrants”)
to the shareholders of the Company on the basis of
1 warrant for every 10 shares held by shareholders of
the Company whose names appear on the register
of members of the Company on 26 April 2010, was
proposed. Consequently, 84,473,904 Warrants were
issued, conferring rights to the holders of the Warrants
from any time from 5 May 2010 to 31 October 2012
(both days inclusive) to subscribe for up to an aggregate
of 84,473,904 Shares at an initial subscription price of
HK$40 per Share (subject to adjustment), representing
an aggregate subscription price of approximately
HK$3,378,956,000.

EEcoRER )
RAE®)

®)

(©

R AR 1E ([ IE]) (B)

RARABIR—NWANFRA+—BEME
BEBLERESSE  HEZELEBER
BEN T _FtA—BRARMNE-
BRI +E 2 EEERENE( ZTT =
FEEID ML - ARSI AES &
THRAN( BRI 2 2 - KARIRE
CR-_BEZAF=A-+=BRHZAR
BIRR R R K& EHUfE —TEE S B AR
& —TT - FEEITEATRR B
I MZTTZFHEETEMNEELE R
WARTTE 2 BIERE AR AR E -

AL AlFRIREE ([ FR AR 1275 )

R-ZT—FTFE=A"FH  ARFZREMN
RNZT—TEMA -+ BEHEAQ T
Rz BREBEITALFIRIRAEZ ([ R
#FB])  EEASRETRERNER—HR
B ERE o H 1% - 84,473,90417 R 5
BT ERREEME T ARG ARF
AR ZFRARARE-_T——F
TA=T—H(BEEEMAB) NERIZ
FREESRRMDI0E T (AT FUAAE) &
%R 6 584,473,004 [ 1 - A LR
{EFEE F#93,378,956,000/8 7T °
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)

()

24

Warrants of the Company (*

SREIERSE A BnlEBA
Mr. Chan Wing Kwan (Note 1) Beneficial owner
PRk ER S A (B EET) BEnEBAA
Mr. Cheung Kwong Kwan Beneficial owner
REESE BREAA
Mr. Chang Wing Yiu (Note 2) Beneficial owner
PR A (ME2) BnlEBEA
Mr. Ho Yin Sang (Note 3) Beneficial owner
fa] A ST A (F95E3) BEnEBAA
Mr. Mok Cham Hung, Chadwick (Note 4) Beneficial owner
SRS A (P ET4) BnEAA
Notes: P&
(1) Out of the 108,025 Warrants, 102,025 Warrants were held by (1)
Mr. Chan Wing Kwan and 6,000 Warrants were held by his
spouse.
2) Out of the 335,527 Warrants, 267,707 Warrants were held by )
Mr. Chang Wing Yiu and 67,820 Warrants were held by his
spouse.
©)) Out of the 219,412 Warrants, 102,662 Warrants were held by 3)
Mr. Ho Yin Sang and 116,750 Warrants were held by his spouse.
(4) Out of the 182,000 Warrants, 181,000 Warrants were held by (4)
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Mr. Cheung Kwok Wing

4)

Warrants”) (continued)

EECvROER @)

RE#)

©  ARABREE([FREE) (E)

Beneficial owner

Mr. Mok Cham Hung, Chadwick and 1,000 Warrants were held

by his spouse.

285,222

108,025

111,320

335,627

219,412

182,000

R7%108,0251) RAIEE & - HF102,025
MRBIEE T HBRKIEXEERAIFTE M
6,00017 3R AR iR A E Al (85 -

R %335,527 1 IR B - H 267,707
MRBREEZETIRBKBEERATE M
67,82017 FRMHEE AR H B BHEA -

RZ219,41210 RRER E - HH 102,662
DRBEZEDHARERERAAFE M
116,750 MR HE B Bl i H BB 15 -

R 7%182,0001) A HE E & - HAF1181,000
MARBEERERBESXEERAFTE M
1,00017 FRAR R Al R BB R A ©



DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

(d) Ordinary shares of HK$0.10 each (“KLHL Shares”) in
Kingboard Laminates Holdings Limited (“KLHL”), a
non-wholly owned subsidiary of the Company

EEvkRtER @

RA#)

@  FRAHRERENE R ARG FRSE
BEHRAF([EHER) GREEO.10
BT BB ([ EHERRG )

Mr. Cheung Kwok Wing Beneficial owner

KRBl A4 BRBEAA

Mr. Chan Wing Kwan (Note 1) Beneficial owner

BRoKSRSE A (BIET) BEnEAEA

Mr. Chang Wing Yiu (Note 2) Beneficial owner

EPo RS A (M EE2) BEnEAA

Mr. Ho Yin Sang (Note 3) Beneficial owner

fal A S 4 (FE3) ERHBEA

Mr. Mok Cham Hung, Chadwick Beneficial owner
(Note 4) BB A

SRS A (P ET4)

Notes:

(1)

©)

The 100,000 KLHL Shares were held by the spouse of Mr. Chan
Wing Kwan.

The 100,000 KLHL Shares were held by the spouse of Mr.
Chang Wing Yiu.

The 540,000 KLHL Shares were held by the spouse of Mr. Ho
Yin Sang.

The 60,000 KLHL Shares were held by the spouse of Mr. Mok
Cham Hung, Chadwick.

41,500 0.001
100,000 0.003
100,000 0.003
540,000 0.018
60,000 0.002
ffit
() Bokiaski 2 BAEHE %100 0008 LT E
AR ©

@ B oK e 55 A4 2 B 4845 7% 100,000 B2 E TR fE
R

@) fo] 38 A 5 4 2 Bie B 9% 75 7%540,000 8 2B & 8
R ©

@ SRS A 2 BB 15 A #£60,000 BB B IR
fetn o

Annual Report 2010 Kingboard Chemical Holdings Limited 25

T TFEFR 2ELCIEE



DIRECTORS’ INTERESTS IN SHARES (continued)

EECvROER @)

Long position (continued) RE(#E)

(e) Non-voting deferred shares of HK$1 each in the share  (e) AR EHENBL AIEERERE
capital of Kingboard Laminates Limited, a non-wholly R 2 GIR A & R ET (8 178 T 2 #E 1R 52 1
owned subsidiary of the Company LR 7

26

Mr. Cheung Kwok Wing Beneficial owner
SREIESE A BREAA
Mr. Chan Wing Kwan Beneficial owner
BRoKERSE & EREEA
Mr. Cheung Kwong Kwan Beneficial owner
REFERLE EREEA
Mr. Ho Yin Sang Beneficial owner
[CIE:Rza ot BnEAA
Mr. Chang Wing Yiu Beneficial owner
Pk REE BmlEBA
Note:  None of the non-voting deferred shares of Kingboard Laminates B EE

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.
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1,904,400

1,481,200

846,400

529,000

423,200
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DIRECTORS’ INTERESTS IN SHARES (continued) EECROERE)

®

Long position (continued) RR(#Z)
Ordinary shares (“EEIC Shares”) in the share capital of  (#) KR EIHES EHE N E R Al F| T ZEE
Elec & Eltek International Company Limited (“EEIC”), a BRAF([EEIC)) A+, B#ERR([EEIC
non-wholly owned subsidiary of the Company 817 /)

Mr. Cheung Kwok Wing Beneficial owner 1,257,200 0.673

REISR A EmEEA

Mr. Chan Wing Kwan (Note) Beneficial owner 938,600 0.503

PRk 88 5% A (BT EE) BEnEAA

Mr. Chang Wing Yiu Beneficial owner 486,600 0.261

LIPS s ERHBEA

Mr. Ho Yin Sang Beneficial owner 486,600 0.261

A SR A BEnEAEA

Mr. Mok Cham Hung, Chadwick Beneficial owner 1,120,200 0.600

RRESEE BEnEAA

Note:  Out of the 938,600 EEIC Shares, 908,600 EEIC Shares were FiEE © H5%938,600AXEEIC & + H 908,600

held by Mr. Chan Wing Kwan and 30,000 EEIC Shares were held AREEICH A YR RKBEERAREE - M
by his spouse. 30,000AXEEICH 7 Il BB H55 -
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DIRECTORS’ INTERESTS IN SHARES (continued) EECROERE)

Long position (continued) RR(#Z)

)] Ordinary shares (“KCFH Shares”) of US$0.10 each in the (g KRN E] IS E A N E 2 7] Kingboard
share capital of Kingboard Copper Foil Holdings Limited Copper Foil Holdings Limited ([ KCFH.) g A1
("KCFH”"), a non-wholly owned subsidiary of the Company AARETEO. 105 7,2 28R (| KCFHAR (7))

Mr. Cheung Kwok Wing Beneficial owner 1,000,000 0.14
KRB AE EaBEEA
Mr. Ho Yin Sang (Note) Beneficial owner 2,000 0.0003
Al FE A S A (BT EE) BB A
Mr. Lai Chung Wing, Robert Beneficial owner 72,000 0.01
RARIE EmEA A
Note:  The 2,000 KCFH Shares were held by the spouse of Mr. Ho Yin s« fRIFEAE So A 2 BR (B 45 A 542, 000/XKCFHAR 15 ©
Sang.
Other than as disclosed above, none of the Directors nor bt EEIN  RZE—FF+ A
their associates had any interests or short positions in any =t+—H HEEFIHESIHBEATR
shares, underlying shares or debentures of the Company AR R EAF RS EE (E& R ESH K
or any of its associated corporations (within the meaning EIEPIEXVED) 2 AR - BEER G iE
of Part XV of the SFO) as at 31 December 2010. HHRBEEEMERSERE -
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SHARE OPTIONS

Particulars of the share option schemes of the Company, EEIC
and KLHL are set out in note 36 to the consolidated financial
statements.

The following table discloses movements in the Share Options
under the 2002 Scheme during the year:

BB
ADT - EEICRIERER 2 @5 WM 813
BB A BT TR 236 -

TREBR-_FT_FHIETEABRENFAZ

Category 1: Directors F1fE:ES
Mr. Chan Wing Kwan PROK SR ST 966,600 (875,000) 591,600
Mr. Cheung Kwong Kwan REELE 1,109,600 (750,000) 359,600
Mr. Chang Wing Yiu B RS A 859,800 (375,000) 484,800
Mr. Ho Yin Sang AL 978,600 (875,000) 603,600
3,914,600 (1,875,000) 2,039,600
Category 2: Employees E25H: BB 5,229,400 (2,795,000) 2,434,400
Total all categories FrEfERI &R 9,144,000 (4,670,000) 4,474,000

The weighted average closing price of the Shares on the five
trading days immediately before the dates on which the Share
Options were exercised was HK$35.79.

REBEETHEELBREZAAERS B - BH 2N
HEFHU B A35.7978 T °
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SHARE OPTIONS (continued)

The following table discloses movements in EEIC’s share options

BEBREZ)
TR BBECICE L BRENE R 2 #E)

during the year:

Outstanding Outstanding
as at as at
1.1.2010 Exercised Lapsed 31.12.2010
R=-B—ZF during during R-ZE-Z&
—HB—H the year theyear +=H=+—H
i RATE RERITHE RERKXMK e RATE

Category 1: Directors B EE
Mr. Cheung Kwok Wing  SREIZE5E4 973,200 (973,200) - -
Mr. Chan Wing Kwan BROKIRESE 973,200 (973,200 - -
Mr. Chang Wing Yiu 1N 973,200 (973,200) - -

Mr. Mok Cham Hung, =Y e

Chadwick 973,200 (973,200) - -
3,892,800 (3,892,800) - -
Category 2: Employees £2E - BB 5,233,400 (3,902,100) (1,015,200) 316,100
Total all categories FrAERIA 5T 9,126,200 (7,794,900) (1,015,200) 316,100

During the year ended 31 December 2010, no share option was
granted pursuant to the employees’ share option scheme of

KLHL.

ARRANGEMENTS TO PURCHASE SHARES OR

DEBENTURES

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

Company or any other body corporate.
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Directors’ Report =& 3%

DIRECTORS’ INTEREST IN CONTRACTS OF
SIGNIFICANCE

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

SUBSTANTIAL SHAREHOLDERS

At 31 December 2010, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
showed that, other than the interests disclosed above in respect
of certain Directors, the following shareholders had notified the
Company of relevant interests in the issued share capital of the
Company.

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

BEECERENER

ARARREAEAME A BB ER] AR FE LA
S FAEFBEDALERM AR R EEERLHEE
BEE BB ZERNAK -

FERR

REBEARRIRES LB RAIEIHEFEZE
ERRELMALE  R-E—Z2F+-_A=1+—
B MIBRR(EXAEEETES 2 EEZHRINE
HMERRBRENARRDBITRARES 2107

e

i ©

Bk

e

RE
AR AIGREEONOETZ BiBR

Approximate

percentage

Interest in of the issued

underlying Number of share capital

Shares pursuant issued of the Company

to the Warrants Shares held EARAT

Name of shareholder Nature of interest RREZET FriEE 1T EBITRAE

RRAME s THEAR D REHEE ZHABE DL

Hallgain Management Limited ~ Beneficial owner 25,975,442 265,508,429 31.25

(“Hallgain®) (Note) (FfizE) EREAA

Capital Research and Investment manager - 92,593,244 10.90
Management Company Erg=y i

FMR LLC Investment manager - 50,755,000 5.97
RELR

Value Partners Limited Investment manager - 42,970,500 5.06
RELR

Note: At 31 December 2010: (i) no shareholder of Hallgain is 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 (i) Messrs. Cheung Kwok Wing and Chan Wing Kwan,

being Directors, are also directors of Hallgain.

Other than as disclosed above, the Company has not been
notified of any other relevant interests or short positions in the
issued share capital of the Company at 31 December 2010.

Mize: M-Z-ZF+-A=+—8 : ()fiEHalgainl R EE
M Hallgainf& B A &1 T{E sl E E S RERITE=D 5
LA Z FORHE - MHallgain & 2 8 E 37 NME B RE T
MR RITE 5 Ju(ii) & FBoRBILE 5 A RBROKIR AT A
Hallgainz &% °

LA TEEIN  AATMBEENEN —T—TF
T A=+—BZARBEHTRAZEMEAMA
PR SIER o
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CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied with
the provisions of the Code on Corporate Governance Practices
(the “Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
throughout the year ended 31 December 2010, save for the
deviation that the independent non-executive Directors are not
appointed for specific terms pursuant to paragraph A.4.1 of the
Code. Notwithstanding the aforesaid deviation, all the Directors
(including the independent non-executive Directors) are subject
to retirement by rotation and re-election at the Company’s annual
general meeting in accordance with the Company’s Articles of
Association. As such, the Company considers that sufficient
measures have been taken to ensure that the Company’s
corporate governance practices are no less exacting than those
in the Code.

On 11 January 2011, the Board announced that Mr. Chan
Wing Kwan was re-designated as a non-executive Director and
appointed as chief consultant of the Company and ceased to
be the Managing Director and an executive Director with effect
from 11 January 2011. Mr. Chan Wing Kwan has no fixed term
of service with the Company as a non-executive Director and is
subject to the relevant provisions of retirement and re-election at
annual general meetings of the Company in accordance with the
Articles of Association of the Company. His appointment without
a specific term is a deviation from paragraph A.4.1 of the Code.
As at the date of this report, no replacement of the position
of Managing Director has been appointed since Mr. Chan’s
resignation. His resignation as a Managing Director is a deviation
from paragraph A.2.1 of the Code. Under paragraph A.2.1 of the
Code, the roles of chairman and chief executive officer should
not be performed by the same individual.

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”). Following a specific enquiry, each
Director confirmed that he or she has 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 throughout the year ended 31 December 2010.
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Directors’ Report £ &%

CORPORATE GOVERNANCE (continued)

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 purposes of Rule 3.13 of the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

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

CONNECTED TRANSACTIONS

During the year, the Group entered into the following connected
transactions with the connected persons of the Company
pursuant to Chapter 14A of the Listing Rules.

TEERE)
ARREEESBIERTESRELTRAE
SASIEIE BB 55 2 FEHR - ADAIR
BB ETRRIESIBETS - 2 EBIIENITE
EHRBIAL -

IREFRHER

R AEERARARSA T RUEEATZH
EEAWEADBIORNALE L HEFELR IR
30% °

BEXS
FA - ARERE ETRAFI4ATEART]ZH
BALRISATRIER S -

Amounts Annual caps

] FELR
Notes HK$’000 HK$’000
LiEss FHBT FET
Sales of printed circuits boards to Shirai RIEZRER AR ([RIE])
Electronics Industries Co., Ltd. REME A B (i B
(“Shirai”) and its subsidiaries £ @ | ) [A)Shirai Electronics
(collectively the “Shirai Group”) Industries Co., Ltd.
by Techwise Circuits Company Limited ([ Shirai|) R EBIE A ]
(“Techwise”) and its subsidiaries (#eHE[ Shiraitk = 1) & EN
(collectively the “Techwise Group”) KFBEMR 0] 227,302 374,400
Purchase of laminates from the Shirai BIEREBEMShrakEREEENR
Group by the Techwise Group ER (i) 19,665 100,800
Drilling service provided by the Shirai Shiraifk [E IR RS E R HE L
Group to the Techwise Group AR 0] - 3,600
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CONNECTED TRANSACTIONS (continued) BEXSE)
Amounts Annual caps
-l FE LR
Notes HK$’000 HK$’000
B FHT T
Purchase of drill bits from Hallgain 7K £5 B AHallgain Management
Management Limited (“Hallgain”) and Limited ([ Hallgain |) X E &
its subsidiaries (collectively the NE(#H B Hallgaink® | )8
“Hallgain Group”) by the Group U] (ii) 63,769 64,000
Purchase of drill bits from the Hallgain ~ #EEER M EME R A (5
Group by KLHL and its subsidiaries HIEEEERER )M
(collectively the “KLHL Group”) Hallgains i & #4018 (il 14,019 15,607
Purchase of copper balls from the 7R & [ [MHallgain &= [#i5 & A5k
Hallgain Group by the Group (i) 273,785 275,000
Purchase of machineries from the R E R E M Hallgain S &
Hallgain Group by KLHL Group B E R (iii) 6,797 7,000
Sales of coppers to the Hallgain Group 3B B iRk £ @ MHallgain £ E
by the KLHL Group = 5 (il 170,242 180,000
Notes: Bt & -

0] Techwise is a non-wholly owned subsidiary of the Company, while Shirai
is a substantial shareholder of Techwise Shirai Circuits Limited (a 70%
owned subsidiary of Techwise). As such, the Shirai Group is a connected
person of the Company pursuant to Chapter 14A of the Listing Rules.

(ii) Hallgain is a substantial shareholder of the Company and hence the
Hallgain Group is a connected person of the Company pursuant to
Chapter 14A of the Listing Rules.

(iii) KLHL is a non-wholly owned subsidiary of the Company. On the basis that
Hallgain, through its interests in the Company, is a substantial shareholder
of KLHL, and hence the Hallgain Group is a connected person of the
KLHL Group pursuant to Chapter 14 of the Listing Rules.

The amounts of the above transactions did not exceed the
corresponding annual caps for the financial year ended 31
December 2010 as announced by the Group.
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CONNECTED TRANSACTIONS (continued)

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has issued
an unqualified letter containing the findings and conclusions in
respect of the continuing connected transactions disclosed by
the Group in pages 33 and 34 in accordance with Rule 14A.38
of the Listing Rules. The independent non-executive Directors
have reviewed the continuing connected transactions and the
unqualified letter from the auditor and have confirmed that the
aforesaid continuing connected transactions have been entered
into by the Group 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.

Other than as disclosed above, the Company has also provided
guarantees to financial institutions to secure general credit
facilities for a non-wholly owned subsidiary, namely Techwise, in
the amount of approximately HK$380 million during the year.

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, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

The Company has adopted share option schemes as an incentive
to Directors and eligible employees. Details of the schemes are
set out in note 36 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

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

BEXSE)
ADAGEE D REREE SR ARERNE
A% TR B 30005 BIXNBHE LM BEE
BHASNOIZ B TR | R 2R E 5588 B 7405 B
- AR AP A R R 5 TR B S 1 | 3R
SREBMOBEBER S o LHEIDIRE - T80
B14A I BB B E B - M RERA
R A AE BSOS EME BN EN
ERSMBERRER  BYIENTESD BHEE
BER 5 RAREM 2 BREEREE - WD it
SERER 5 Ty AR MR — RS BIRR ETST
B REEERRAZEX ST S R
7 BEEZBATAE  UHAARTRE &
B o

B EXFTHEEIN ARBFRNAE— I ERE
BB AR —RERE—REETEM R SEER
HEIER - % N FREA%)380,000,00078 7T ©

FINBUR
FHEZEEREARERB XA - BERT{EE
FIBIENR B Z FNBR -

FHZE@R2EARRRREESE  EREREZX
B NAILEZ TSR BBRREEEZFH -

RARIERNELEBRIETE  (EAHESERA
BIREE 255 - sHEIFHBHRGEUBHREW
7136 °

B

{BEF SRS A RIEER L BB T AR
- AR 2D AR AR A E S 2
HRE ©
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2010.

AUDITOR

A resolution to re-appoint Messrs. 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 Wing
CHAIRMAN

7 March 2011

36 Annual Report 2010 Kingboard Chemical Holdings Limited
“ER-TEFR BRELIER

REABRFRE
BE-T-TET-AS+—BLFE AT
ERHRRARBRE -

BB Em

BISIEE) « BIEMRT SAHEIITRA R AR EED 2R
BERBNARBREBRBFAG LIR2AHALR
BIRREL -

p

EER
REIEE
TE

8

n

a

—ET——F=ZA+tH



Corporate Governance Report
CEEREE

The Board of Kingboard Chemical Holdings Limited (the
“Company”, together with its subsidiaries, the “Group”)
recognises the importance of corporate governance practice
of a listed company. It is in the interest of the stakeholders and
shareholders for a listed company to operate in a transparent
manner with the adoptions of various self-regulatory policies,
procedures and monitoring mechanisms and a clear definition of
accountability of directors and management.

During the year under review, the Board has complied with the
provisions of the Code on Corporate Governance Practices (the
“Code”) as contained in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) except with a deviation from
paragraph A.4.1 of the Code. Under paragraph A.4.1 of the
Code, non-executive directors should be appointed for a specific
term, subject to re-election. During the year under review, the
Company did not have any non-executive director and the
independent non-executive directors of the Company were not
appointed for specific terms but are subject to retirement by
rotation and are eligible for re-election.

On 11 January 2011, the Board announced that Mr. Chan
Wing Kwan was re-designated as a non-executive Director and
appointed as the chief consultant of the Company and ceased
to be the Managing Director and an executive Director of the
Company with effect from 11 January 2011. Mr. Chan Wing
Kwan has no fixed term of service with the Company as a non-
executive Director and is subject to the relevant provisions of
retirement and re-election at annual general meeting of the
Company in accordance with the Articles of Association of the
Company. His appointment without a specific term is a deviation
from paragraph A.4.1 of the Code. As at the date of this report,
no replacement of the position of Managing Director has been
appointed since Mr. Chan’s resignation. His resignation as a
Managing Director is a deviation from paragraph A.2.1 of the
Code. Under paragraph A.2.1 of the Code, the roles of chairman
and chief executive officer should not be performed by the same
individual.

The Board will keep reviewing the structure of the Board from
time to time. If candidate with suitable knowledge, skills and
experience is identified, the Company will make appointment to
fill the position of Managing Director as appropriate.

In addition to the Code, which is mandatory in nature, the
Board also observes certain recommended best practices
(“Recommended Best Practices”) contained in Appendix 14 to
the Listing Rules and has adopted certain Recommended Best
Practices which are suitable to the Company’s current situation.
The Board will continuously enhance the corporate governance
standard of the Company by reference to the Recommended
Best Practices whenever suitable and appropriate.

The Company has adopted a code of conduct regarding
directors’ securities transactions on terms no less exacting than
the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules (the “Model
Code”). Following a specific enquiry, each Director has confirmed
that he or she has complied with the required standard set out
in the Model Code and the code of conduct regarding Directors’
securities transactions adopted by the Company.
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DIRECTORS

The Board

The Board is responsible for the leadership and control
of the Group and is entrusted with the responsibility
to supervise the management of the business and the
affairs of the Group. The Group has adopted internal
guidelines in setting forth matters that require the Board’s
approval. Apart from its statutory responsibilities, the
Board approves the Group’s strategic plan, annual
budget, key operational initiatives, major investments and
funding decisions. It also reviews the Group’s financial
performance, identifies principal risks of the Group’s
business and ensures implementation of appropriate
systems to manage these risks. Daily business operations
and administrative functions of the Group are delegated
to the management.

The Board meets regularly and as warranted by particular
circumstances. Notices and agendas are prepared by
the Company Secretary as delegated by the Chairman
of the Board and distributed to the Board members
within reasonable time before the meetings. Relevant
meeting papers are also sent to directors well before
the meetings, informing them of the background and
giving explanation on matters to be brought before the
Board. All directors are given the opportunity to include
matters in the agendas for Board meetings. To ensure the
directors make decisions objectively and in the interests
of the Company, the Company’s articles of association
provide that any director shall abstain from voting on any
resolutions in which he or his associates is/are materially
interested nor be counted in the quorum of the meeting.
Draft and final versions of the minutes of Board meetings
are sent to all directors for their comment and records
respectively within a reasonable time after the Board
meetings and are kept by the Company Secretary.
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The directors have observed the importance of directing
and supervising the Company’s affairs at a more regular
interval. After consulting all directors, Board meetings
have been preliminarily scheduled to be held at quarterly
interval and no less than four times in the coming year.
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A. DIRECTORS (continued) A EXm
The Board (continued) BEExg(E)
During the year under review, the Board had held four REBEFER  EFSRITTRGE -
meetings and the directors’ attendance at Board meetings EENEFEERNEFZERER LT
and Board committees’ meetings were as follows: RS
Audit Nomination ~ Remuneration
Board Committee Committee Committee
Meeting Meeting Meeting Meeting
Ezg ENZEE REZEE §MzEE
EE g g S
Number of Meeting EEHE 4 3 1 2
Executive directors HiTES
Cheung Kwok Wing (Chairman) RER(ZE) 4 - - -
Chan Wing Kwan (Managing Director) — WokiE(Z Z464572) 4 - - -
Cheung Kwong Kwan REE 4 - - _
Chang Wing Yiu B 4 - - -
Mok Cham Hung, Chadwick =3 4 - - -
Ho Yin Sang s 4 - - -
Cheung Wai Lin, Stephanie REE 4 - - -
Independent non-executive directors BV EHTES
Cheng Wai Chee, Christopher L=l 4 - -
Henry Tan Bl 4 3 1 2
Lai Chung Wing, Robert B 3 2 1 2
Tse Kam Hung Bl 4 3 1 2
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DIRECTORS (continued)

Division and responsibilities

During the year under review, the Board was headed by
the Chairman whose role differs from that of the Managing
Director of the Company. The roles of the Chairman and
Managing Director were segregated and are not exercised
by the same individual.

The duties of the Chairman include (but not limited to) the
following:

° scheduled meetings that enable the Board
to perform its duties and responsibilities and
to ensure all key and appropriate issues are
discussed by the Board in a timely manner without
interfering the Company’s operations;

o prepared meeting agenda after consultation with
the Managing Director;

° exercised control over quality, quantity and
timeliness of the flow of information between
Management and the Board and to ensure
decisions are made on a fully informed basis by
the directors; and

° assisted in ensuring compliance with the Listing
Rules and the Company’s guidelines on corporate
governance.

The Managing Director was mainly responsible for the
overall strategic planning and day-to-day management of
the Group.

On 11 January 2011, the Board announced that Mr.
Chan Wing Kwan was re-designated as a non-executive
Director and appointed as the chief consultant of the
Company and ceased to be the Managing Director and
an executive Director with effect from 11 January 2011. As
at the date of this report, no replacement of the position
of Managing Director has been appointed since Mr.
Chan’s resignation.
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DIRECTORS (continued)

Board composition

The Board currently comprises twelve members, one
of whom is a non-executive Director and four of whom
are independent non-executive directors who are
expressly identified in all corporate communications that
disclose the names of directors of the Company. One
of the independent non-executive directors possesses
appropriate professional qualifications (or accounting or
related financial management expertise) as required by
the Listing Rules. The composition of the Board as of the
report date is as follows:

Executive Directors
Cheung Kwok Wing (Chairman)
Cheung Kwong Kwan
Chang Wing Yiu
Mok Cham Hung, Chadwick
Ho Yin Sang
Cheung Wai Lin, Stephanie
Chen Maosheng
(appointed on 11 January 2011)

Non-executive Director
Chan Wing Kwan
(re-designated on 11 January 2011)

Independent non-executive Directors
Cheng Wai Chee, Christopher

Henry Tan

Lai Chung Wing, Robert

Tse Kam Hung

Ms. Cheung Wai Lin, Stephanie is the sister of Mr.
Cheung Kwok Wing. Mr. Cheung Kwong Kwan is a
cousin of Mr. Cheung Kwok Wing and Ms. Cheung Wai
Lin, Stephanie. Mr. Chang Wing Yiu and Mr. Ho Yin
Sang are brothers-in-law of Mr. Cheung Kwok Wing and
Ms. Cheung Wai Lin, Stephanie. Mr. Mok Cham Hung,
Chadwick is the son-in-law of Mr. Chan Wing Kwan.

During the year under review, the Company did not have
any non-executive director and the independent non-
executive directors of the Company were not appointed
for specific terms but are subject to retirement by rotation
and are eligible for re-election. The Board considers that
although such arrangement deviates from paragraph
A.4.1 of the Code, sufficient measures have been taken
to ensure that the Company’s corporate governance
practices are no less exacting than those in the Code.
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DIRECTORS (continued)

Board composition (continued)

On 11 January 2011, the Board announced that Mr.
Chan Wing Kwan was re-designated as a non-executive
Director and appointed as the chief consultant of the
Company and ceased to be the Managing Director and
an executive Director with effect from 11 January 2011.
Mr. Chan Wing Kwan has no fixed term of service with
the Company as a non-executive Director and is subject
to the relevant provisions of retirement and re-election at
annual general meeting of the Company in accordance
with the Articles of Association of the Company. His
appointment without a specific term is a deviation from
paragraph A.4.1 of the Code. As at the date of this report,
no replacement of the position of Managing Director
has been appointed since Mr. Chan’s resignation. His
resignation as a Managing Director is a deviation from
paragraph A.2.1 of the Code. Under paragraph A.2.1 of
the Code, the roles of chairman and chief executive officer
should not be performed by the same individual.

The Board will keep reviewing the structure of the Board
from time to time. If candidate with suitable knowledge,
skills and experience is identified, the Company will make
appointment to fill the position of Managing Director as
appropriate.

The Company has received from each of the independent
non-executive directors an annual confirmation of his
independence as required under Rule 3.13 of the Listing
Rules.

The Board comprises directors who collectively provide
core competencies, sales and marketing experience
and technical knowledge in laminates, printed circuit
boards, property developments and chemical products,
administration and management experience in the PRC
factories, financial and accounting skills, as well as in-
house advices to comply with international laws and
regulations. The Board size of twelve directors with
a balance of skills and experience is appropriate for
effective decision making, taking into account the nature
and scope of the operations of the Company.
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DIRECTORS (continued)

Appointment, re-election and removal

The Company’s Articles of Association set out a
formal, considered and transparent procedure for the
appointment of new directors to the Board. Any director
appointed by the Board either to fill a casual vacancy
or as addition to the Board, shall retire and be eligible
for re-appointment at the next following annual general
meeting after appointment. The appointment of directors
are not fixed for a specified term, but at every annual
general meeting one-third of the directors, including
the Chairman, shall be subject to retirement by rotation
and re-appointment by shareholders. The directors
appointed by the Board who are subject to retirement
and re-appointment as mentioned above shall be taken
into account in calculating the total number of directors
for the time being but shall not be taken into account
in calculating the number of directors who are to retire
by rotation. All directors eligible for re-appointment
shall have their biographical details made available to
the shareholders to enable them to make an informed
decision on their re-appointment. Any appointment,
resignation, removal or re-designation of director shall be
timely disclosed to the shareholders by announcement
and shall include in such announcement, the reasons
given by the director for his resignation.

Responsibilities of Directors

The Company and the Board require each director to
keep abreast of his responsibilities as a director of the
Company and of the conduct, business activities and
development of the Company. Every director is required
to devote sufficient time and involvement in the affairs
of the Board and the material matters of the Company
and to serve the Board with such degree of care and
due diligence given his own expertise, qualification and
professionalism.
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DIRECTORS (continued)

Responsibilities of Directors (continued)

Every newly appointed director shall receive a
comprehensive, formal and tailored induction on the
first occasion of his appointment. All directors shall
be updated and briefed on continuing professional
development as is necessary to ensure that they have a
proper understanding of the operations and the business
of the Company and that they are fully aware of their
responsibilities under the applicable laws and regulations.
The Board has a procedure for directors, either individually
or as a group, in the furtherance of their duties, to take
independent professional advice, if necessary, at the
Company’s expenses to enable and facilitate the directors
to make well considered decisions. Appropriate insurance
coverage for directors’ and officers’ liability has been
arranged against possibility of legal action to be taken
against the directors and the management.

Supply of and access to information

The management of the Company has an obligation
to furnish the Board with complete, adequate and
appropriate information in such form and such quality in a
timely manner so as to enable them to make an informed
decision and to discharge their duties and responsibilities
as directors of the Company. All the directors are given
separate and independent access to the Company’s
senior management.

All the directors are given separate and independent
access to the Company Secretary, whose role includes
ensuring that Board procedures are observed and
followed, and that applicable rules and regulations are
complied with. The Company Secretary attends all the
meetings of the Board and Board committees and is
responsible for drafting minutes and keeping minutes
records which can be accessed by any director for
inspection.

Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER

¢ )

BEESFE)
SEFEMEERNENESIHY RS
—EEESEAEMROERREAL -
PREENAEENSLASEELYR
HE URRESERTRALTZLE
RE - BRHBEEZREREERE
ET2EM -BEEERVRTESF BF
REABBEE  EEEENER T TER
NEAFYABIELENER  SMEHE
BEBERT  HEBMARRARE -
ARFOREEREEABTEEY 2%
BIBMAEEREEASREELEET
RB -

ERRHEREA
AAREREERARKAEESRMR
B RARREEHANEEOEH  UE
EFSERARBRERBETRRADAE
E2BB - 2RERYAER KB
BEEAARBAERAS -

2R E =1 A (A R R8BS K AE A B M
E-RAMEZBRASEEREBERE
EEeRF  REETEBRRARRG -
RAMELFEFERESZRBEEMAS
#c RERRSMEFEEERE  UWHES
&h -



Corporate Governance Report ¥ 583k &

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

The level and make-up of remuneration and
disclosure

The Board has set up a remuneration committee (the
“Remuneration Committee”) which comprises three
independent non-executive directors, namely Mr. Tse
Kam Hung (Chairman), Mr. Lai Chung Wing, Robert and
Mr. Henry Tan, to formulate policies and procedures for
determining the remuneration of directors and senior
management and other remuneration related matters.
The Remuneration Committee is set up with written
terms of reference which set out clearly its duties and
authorities delegated by the Board of directors, including
the following specific duties:

o formulate the framework or Board policy for
determining the remuneration of the Company’s
Board and senior management. The objective
of such policy should ensure that members of
the senior management of the Company are
provided with appropriate incentives to encourage
enhanced performance and are, in a fair and
reasonable manner, rewarded for their individual
contributions to the success of the Company;

o recommend specific remuneration packages
including, where appropriate, allowances,
bonuses, benefits in kind, incentive payments,
and share options, if any, for each executive
director and the Managing Director and such
other members of senior management as it is
designated to consider;

o recommend targets for any performance-linked
pay schemes operated by the Company, taking
into account remuneration and employment
conditions within the industry and in comparable
companies; and
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REMUNERATION OF DIRECTORS AND

SENIOR MANAGEMENT (continued)

The level and make-up of remuneration and

disclosure (continued)

o recommend to the Board the remuneration of
independent non-executive directors (including
non-executive directors, if any), taking into
account factors such as effort, time spent and
responsibilities.

When recommending the remuneration package for each
individual director, the Remuneration Committee will
consider his qualification and experience, specific duties
and responsibilities assigned to him by the Board and the
prevailing market packages available for similar position.
The emoluments of the Directors on a named basis for the
year under review is set out on pages 143 to 145 in Note
15 to the financial statements. Review and comparison in
terms of Directors’ emoluments package and net profits
of the Group are made from time to time with comparable
listed industrial companies with similar capitalisation to the
Group. Considering all such factors, the Remuneration
Committee would make recommendation on the
remuneration package for each Director after consultation
with the Chairman.

During the year under review, the Remuneration
Committee had convened two meetings during which,
among other things, the remuneration packages for all
Directors were considered.
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ACCOUNTABILITY AND AUDIT

Financial reporting

The directors acknowledge their responsibilities for
preparing the Company’s account which gives a true
and fair view of the financial position of the Group. The
Company deploys appropriate and sufficient resources to
prepare unaudited half-yearly account and audited yearly
account. Senior management is required to present and
explain the financial reporting and matters that materially
affect or may have material impact on the financial
performance and operations of the Company to the Audit
Committee and the Board and respond to the queries
and concerns raised by the Audit Committee and the
Board to their satisfaction. The statement of the auditor of
the Company about their reporting responsibilities on the
financial statements is set out in Independent Auditor’s
Report on pages 55 and 56 of this annual report.

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

o formal policies and procedures are in place,
including the documentation of key processes,
procedures and rules relating to the delegation of
authorities. These allow the monitoring of controls
and restrict the unauthorised use of the Group
assets;

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

o monthly business and financial reports are
prepared, providing relevant, timely, reliable and
up-to-date financial and other information; budget
variances are investigated as appropriate; and

° an internal audit function, which reports directly
to the Audit Committee, is in place to determine
whether the above procedures are properly carried
out.
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ACCOUNTABILITY AND AUDIT (continued)
Internal controls (continued)

The Board has conducted a review on the effectiveness of
the above internal control system of the Group including
financial, operational and compliance controls and risk
management and will conduct such review at least once
a year, so as to ensure the shareholders’ investment and
the Group’s assets are properly safeguarded. The Board is
satisfied that, based on the information supplied, coupled
with its own observations and with the assistance of the
Audit Committee, the present internal controls and risk
management processes are satisfactory for the nature
and size of the Group’s operations and business.

In addition to the internal control system, the Board has
established an internal audit team that reports directly
to the Audit Committee. The internal audit team will
independently audit various functions, operations and
systems existed in the Company according to their
weight of significance to the Company as well as the
priority list recommended by the Audit Committee. The
internal audit team will prepare an internal audit report
highlighting the deficiencies and weaknesses in existing
audit functions, operations and systems for discussion by
the Audit Committee and the Board, and based on these
findings the Board will instruct senior management to take
appropriate corrective and improvement actions.

Audit Committee

The Board has established the Audit Committee with
specific written terms of reference setting out duties,
responsibilities and authorities delegated to them by the
Board of directors. The major duties and responsibilities
of the Audit Committee include the following:

° review with the external auditor, the audit plan;

° review with the external auditor, their evaluation of
the system of internal accounting controls;

Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER

C.

BEREE #)

N EBEE 1= (42)
EFRCRY DA EEANBEEHEY
WEE - BIERT  GERASEZRRER
BRI - WEEEEPRITRARER
o OURREERERENEERALE
BE  EEEREMEEH  EREAS
BN CERZEERYT  EeAs
M B RS E RBETE - BTN
e R AR EERFER BT -

BRARRE RIS EEEERUIARZ
BHML - BRMNERZESER - K
BHMEeRBALRRFEIARE &
EREFZBEN  UREZZEGER
ZEBERF  BUBRRZERE BIER
Ao NEZBBE A RENBER
HE - BHREEXRE  EERERZ
RRRE  UHEBRREEEREREH
W MEFERREXSFREERER
RERBHREVEE Y IE XK ZE -

BEREES

EFECRUBREZES  YCEEAH
HARBREDE #FEESZRTHZ
BENEN BREZEGZIZRERRE
TFIFIA -

. ERSNE R BRD B At B

. EOMNERZHEM R R EH AR
B HIE 2 YR



*

3 B ‘ Sz N
Corporate Governance Report (t¥E 88 E

C. ACCOUNTABILITY AND AUDIT (continued)
Audit Committee (continued)

review the scope and results of the internal audit
procedures;

review the statement of financial position and
income statement of the Company and the
consolidated statement of financial position and
income statement of the Group and submit them
to the Board;

nominate persons as auditor;

review with the internal and external auditors their
findings on their evaluation of the Company’s
system of internal controls for the purpose of
assisting the Board in developing policies that
would enhance the controls and operating
systems of the Company; and

review connected transactions and examine the
adequacy of internal controls of the Group as part
of the standard procedures.
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ACCOUNTABILITY AND AUDIT (continued) C. RMERZH®
Audit Committee (continued) BREES(E)
The duties of the Audit Committee include reviewing the EREE e YBEAERN B S -
scope and results of the audit and its cost effectiveness, BB R AN DA R A D B B =
and the independence and objectivity of the Company’s e BTN BT LR TE
auditor, Deloitte Touche Tohmatsu. The Audit Committee Mo BREECTES L — S ADT
will review the independence of the Company’s auditor, M B - NI A S
the resources and adequacy of the internal audit function, BB R ETER o YR BT AL TR
at least once a year. Where the auditor also supply HIEZERR  EEeTeRBERIRE
non-audit services to the Company, the Committee REZMERSEE  BRIRETE
will keep the nature and extent of such services under MR Y IS A « REBERER -
review, seeking to balance between the maintenance of BN 2N TR BB ) S R A B R Pk
objectivity and value for money. During the year under BHRETON, /BN AR R ZRETE R
review, the fees paid/payable to the Company’s auditor mE
in respect of audit and non-audit services provided by the
Company’s auditor to the Group were as follows:
Amount (HK$)
Nature of services BRAS M2 &8 (Br)
Audit services ZHERTE 10,301,000
Non-audit services IZBURTS
()  Tax services i) MRS 1,222,000
(i)  Other services (i)  EARS 350,000

The Audit Committee has undertaken a review of all the
non-audited services provided by the Company’s auditor
and concluded that in their opinion such services did
not affect the independence of the auditor. The Board
has appointed an accountant to be responsible for the
accounting and financial matters of the Group and the
Audit Committee has free access to the accountant and
senior management of the Group and to any financial
and relevant information which enable them to discharge
their audit committee function effectively and efficiently.
Besides internal assistance being available, the Audit
Committee may request for assistance and advice from
external auditor as and when they think necessary at
the expenses of the Company. The Audit Committee
shall meet with external auditor without the presence
of executive directors to discuss the Group’s financial
reporting and any major and financial matters arising
during the year under review at least once a year.
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ACCOUNTABILITY AND AUDIT (continued)
Audit Committee (continued)
In addition, the Audit Committee is authorised:

o to investigate any matter within its written terms of
reference;

o to have full access to and co-operation by the
management;

o to have full discretion to invite any director or

executive officer to attend its meetings; and

° to have reasonable resources to enable it to
discharge its functions properly.

The Board will ensure that the members of the Audit
Committee are appropriately qualified to discharge their
responsibilities and at least one member has accounting
and related financial management expertise or experience.
The Audit Committee comprises three independent non-
executive directors, namely Mr. Lai Chung Wing, Robert
(Chairman), Mr. Tse Kam Hung and Mr. Henry Tan.

The Audit Committee has reviewed with the management
the accounting principles and practices adopted by
the Group and discussed auditing, internal control and
financial reporting matters, including the review of the
audited annual financial statements for the year ended 31
December 2010.
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DELEGATION BY THE BOARD

Management function

The Company'’s articles of association set out matters
which are specifically reserved to the Board for its
decision. Executive directors normally meet on an
informal basis every two weeks and participate in senior
management meetings on a regular basis to keep abreast
of the latest operations and performance of the Group
and to monitor and ensure the management carry out the
directions and strategies set by the Board of directors
correctly and appropriately. Clear instructions are given to
the management as to the matters which should bring to
the attention and be determined by the Board on behalf
of the Company.

Board committees

The Board has set up three Board committees,
namely Audit Committee, Nomination Committee and
Remuneration Committee, each chaired by different
independent non-executive director, to assist the Board
in discharging functions specific to each committee. Each
Board committee has its own written terms of reference
setting out the principles, procedures and arrangements
which are substantially the same as those for the Board.

The Nomination Committee comprises three members
who are independent non-executive directors, namely
Mr. Henry Tan (Chairman), Mr. Lai Chung Wing, Robert,
and Mr. Tse Kam Hung. According to the written terms
of reference of the Nomination Committee, the major
responsibilities of the Nomination Committee include:

o regularly review the structure, size and composition
of the Board and make recommendations to the
Board with regard to any adjustments that are
deemed necessary;

o review whether or not an independent non-
executive director is independent for the purpose
of the Listing Rules on annual basis;
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DELEGATION BY THE BOARD (continued)

Board committees (continued)

. be responsible for identifying and nominating for
the approval of the Board, candidates to fill board
vacancies as and when they arise;

o assess the effectiveness of the Board as a whole
and the contribution by each individual director to
the effectiveness of the Board; and

o be responsible for re-nomination having regard
to the director’s contribution and performance,
including, if applicable, as an independent director.

During the year under review and up to the date of this
report, the Nomination Committee had convened two
meetings during which, among other things, considered
the directors who should retire by rotation pursuant to
the Company’s articles of association and the Code.
The Nomination Committee had resolved that Messrs.
Cheung Kwok Wing, Chen Maosheng (appointed as
an executive Director on 11 January 2011), Cheng Wai
Chee, Christopher and Tse Kam Hung shall be subject to
retirement by rotation at the forthcoming annual general
meeting of the Company. All the above-named directors
were nominated by the Nomination Committee to stand
for re-election at the forthcoming annual general meeting
of the Company.
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COMMUNICATION WITH SHAREHOLDERS
The Board endeavours to maintain an on-going dialogue
with shareholders. All directors are encouraged to attend
the general meetings to have personal communication
with shareholders. In annual general meeting, Chairman
of the Board and the chairman of each committee
are required to attend and answer questions from
shareholders in respect of the matters that they are
responsible and accountable for. The external auditor
is also required to be present to assist the directors in
addressing any relevant queries by shareholders. The
Company has also set up a public relations website
which enables the shareholders and public to post their
questions, comments and opinions in relation to the
Group to the Board.

The Company’s annual general meeting (“AGM”) and
extraordinary general meeting (“EGM”) provide good
opportunities for shareholders to air their views and
ask directors and management questions regarding
the Company. All shareholders of the Company receive
the annual report, circulars and notices of AGM and
EGM and other corporate communications. The notices
are also published on the Company’s website at
www.kingboard.com. Separate resolutions are required at
general meetings on each distinct issue. Each shareholder
is permitted to appoint a proxy to attend and vote in his
stead.
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Independent Auditor’s Report
B RS

Deloitte.
=20

TO THE SHAREHOLDERS OF
KINGBOARD CHEMICAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Kingboard Chemical Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 57 to 223, which comprise the consolidated statement of
financial position as at 31 December 2010, and the consolidated
income statement, consolidated statement of comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

QOur responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with our agreed terms
of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from
material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31
December 2010, and of the Group’s profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

7 March 2011
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Consolidated Income Statement

melER

For the year ended 31 December 2010 # 2 —E—FF+ - A =+—HIFF/Z

Revenue

Cost of sales and services rendered

Gross profit
Other income

Distribution costs

Administrative costs

Gain on disposal of
available-for-sale investments

Impairment loss on
available-for-sale investments

Gain on disposal of partial interests
in subsidiaries

Gain on disposal of subsidiaries

Loss on disposal of subsidiaries

Discount on acquisition of additional
interests in subsidiaries

Finance costs

Share of results of associates
Share of results of jointly
controlled entities

Profit before taxation
Income tax expense

Profit for the year

Profit for the year attributable to:
Owners of the Company
Non-controlling interests

Earnings per share

Basic

Diluted

2010
—ZT-TF
HK$’000
FET
NOTES
BisE
] 7
SHE RIRHARF A A
EFX
E g A 9
7 $HR AR
TR AN
HEHRBERE 2
AT EIRE ZREEE
10
HENBARIMNRER
pal & 11
HEBA R Z WS 39
HERBARZER 39
U B FT BB A BB ME R
2R
REE R AR 12
[t NI E
FE(R L EIE S F R EE
FR BRI 3 A
FRS RS 13
N F 14
N s M FEAR 5 58
ViN/NCIES YN
AR AR R RS
FREEF 17
HAR
wE

2009
ZEENF
HK$’000
T
(Restated)
(#==51)

23,863,373
(18,938,206)

4,925,167
184,237
(685,151)
(1,277,987)
111,564
(156,367)
340,038
24,242
(106,814)
14,580
(221,256)
64,252

(2,325)

3,214,180
(248,484)

2,965,696

2,396,030
569,666

2,965,696

HK$2.837 % 7T

HK$2.813% 7T
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Consolidated Statement of Comprehensive Income

meZHEWER

For the year ended 31 December 2010 # 2 —E—FF+ - A =+—HIFF/Z

Profit for the year REE R
Other comprehensive income: HAh 2w
Cash flow hedge: REMEH
Loss on cash flow hedges R MEHREE
Deferred tax recognised in relation BB ME R MIER 2
to cash flow hedges IEETTE
Reclassification adjustment relating MRS AR mIEL 2
to transfer of cash flow hedges B EREE
Reclassification adjustment relating IR SRR A mMIEL 2
to deferred tax on transfer of BNOBERAE ZRERIE
cash flow hedges
Investment revaluation reserve: WEEMFHE
Fair value changes of AHEEREZ
available-for-sale investments N EZE)
Reclassification adjustment relating mEEHEEREmMEL 2
to disposal of available-for-sale BNAERAE
investments
Reclassification adjustment relating A EIRE 2R EEE
to impairment loss on ML 2 EF DA
available-for-sale investments
Property revaluation reserve: MES LR
Fair value changes on properties VHEEBREIREYER
transferred to investment NFEEE)
properties
Translation reserve: B 5, fh 4
Exchange differences arising on B EIMbE S = 2|EH
translation of foreign operations MEEZERZRE
and to presentation currency
Share of change in reserve of FEARE AR FEEEE
associates
Other comprehensive income REEZHMEEWE(FRTIE)

for the year (net of tax)

Total comprehensive income AEEE2EE LR
for the year

Total comprehensive income EE BB DR -
attributable to:
Owners of the Company EAVNSIESYSUN
Non-controlling interests FEIE AR SR A A
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2010
—E-BF
HK$’000
FEx

2009
—ETNF
HK$’000
Tt

2,965,696

(89,986)
11,099

95,026

(12,228)

233,017

(111,564)

67,319

5,579

46,691

796

245,749

3,211,445

2,637,959
573,486

3,211,445



Consolidated Statement of Financial Position

e BRI R

At 31 December 2010 R —E—FF+ - H=+—H

NOTES
BiE
Non-current assets FERBEAE
Investment properties (8- /ES 18
Properties, plant and equipment %)% « BFE &% 19
Prepaid lease payments JERFRERE 20
Goodwil [EES 21
Interests in associates NI e 22
Available-for-sale investments AP ERE 23
Interests in jointly controlled PRSI TR s
entities 24
Non-current deposits ERBET S 25
Intangible assets W EE 26
Properties held for development 53¢ E )% 28
Deferred tax assets FEFRIBEE 33
Current assets MBAE
Inventories & 27
Properties held for development — {5E¢ R 12 28
Trade and other receivables and 8 5 & H {th FEUG BE 5% &%
prepayments TEfTFRIA 29
Bills receivables TEUE & 29
Prepaid lease payments BREERE 20
Derivative financial instruments PTESBMTA 30
Taxation recoverable AT UK [ T8
Bank balances and cash BITEBREIRE 29
Current liabilities TEaRE
Trade and other payables B 5 R EM RN 31
Bills payables ERRE 31
Deposits received from pre-sale  FEEWEIETS
of residential units
Derivative financial instruments fTEemT A 30
Taxation payable FESITIE
Bank borrowings BITIEE 32
Net current assets MEEEFE
Total assets less current liabilities BELEREA G

31.12.2009 1.1.2009
RZZTNFE RIZTTNF
+ZRA=+—H —A—AR
HK$'000 HK$'000
FAET FHT
(Restated) (Restated)
(& E=51) (& E=51)
1,423,437 1,327,165
17,847,473 16,888,278
933,230 1,499,021
2,288,149 2,005,658
498,319 686,133
1,206,869 780,248
8,110 10,435
511,659 1,413,450
622 770,142

- 233,135

33,499 32,660
24,751,367 25,646,325
3,454,705 2,561,334
1,980,068 -
6,245,782 4,990,317
1,261,966 775,582
22,667 32,103

- 3,468

5,772 7,063
5,652,209 4,225,273
18,623,169 12,595,140
4,473,837 3,733,140
755,284 615,362
13,329 1,940
401,906 383,261
3,826,869 3,131,511
9,471,225 7,865,214
9,151,944 4,729,926
33,903,311 30,376,251
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Consolidated Statement of Financial Position FEMBARRER

At 31 December 2010 R=—ZFE—FF+=-H=+—H

NOTES
Bk
Non-current liabilities FRBAE
Deferred tax liabilities ELHERE 33
Derivative financial instruments {7448 TA 30
Bank borrowings BITEE 32
Capital and reserves AR
Share capital &N 34
Share premium and reserves BRAD B i
Equity attributable to owners RRAFEA ARG
of the Company
Non-controlling interests FEVERRAR R A 2 37
Total equity BB

The consolidated financial statements on pages 57 to 223 were
approved and authorised for issue by the Board of Directors on 7
March 2011 and are signed on its behalf by:

Cheung Kwok Wing
REHS
DIRECTOR
0
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31.12.2009 1.1.2009
RZZTNFE RIZTTNF
+ZRA=+—H —A—AR
HK$'000 HK$'000
FAET FHT
(Restated) (Restated)

(& E=51) (& E=51)
56,418 51,329
130,317 136,961

7,592,460 6,570,760

7,779,195 6,759,050

26,124,116 23,617,201

84,474 83,926
21,421,943 19,270,120

21,506,417 19,354,046
4,617,699 4,263,155

26,124,116 23,617,201

FETEEF22BAZHEANBRREN T ——F
“ACHEEEIERRETIE YR TIIES
REREE -

Chang Wing Yiu
1593
DIRECTOR
0




Consolidated Statement of Changes in Equity

M A LS 22 4
mERmEER
For the year ended 31 December 2010 # 2 —E—FF+ - A =+—HIFF/Z

Attrbutable to owners of the Company

NI 5
Capttal Special Property  Investment Non-
Share Share  redemption Other supls  Statutory  Hedging revaluation  reveluaion  Translation  Retained controling Total
captl  premium reseve  resenes  account Tesenve Teserve Teserve Tesenve eserve profts Totd  interests equity
&1 i) % RE i
e RiEE BERE AbRE  REER  ieRR  HMBE  EMBE  ERBR  ENEE  REEH A KkRER  ER8E
HKS000  HKS000  HKSO00  HKSOOD  HK$O000  HKS000  HKS000  HKS000  HKS000  HKS000  HKSO00  HKS000  HK§O00  HKSO00
Thn TR TEr TEr TR THr AR TEn  Tan  TEn TR TR TR T
(Notea) ~ (Noteh) (Note )
(Wita) (Kb (Hizko)
Balance at 1 January 2009 REERNE-f-H2ER 83926 4,384,067 1911 (791) 10,594 87502 (111284 11288 (150282 1682438 13363627 19364046 4263185 23617201
Increase in fair value of T ERENTE
avallble-for-sel investments ZEN - - - - - - - - 188493 - - 183408 454 233017
Share of changes i reserve of EBERTRESD
assocktes - - - - - - - - - 7% - 7% - 7%
Loss on cash fow hedges BEREHAER - - - - - - (8% - - - - (80980 - (%))
Deferred tax recognised inrelafonto 354 R HMAET,
cash fow hedges e - - - - - - 1w - - - - 1% - 10
Bxchange difeencesaisngon MBS AL SHERT
Hranglaton of oreign operations EE7ERER
and to presentafion curency - = - - = - = - - 1450 - 450 2,169 46,691
Falr value gai on properties MEERZRENERY
transfored to investment propertes  AFEKA - - - - - - - 3928 - - - 398 1651 5,79
ot or ey FEEE B - - - - - - - - <000 2600 5RO 29656%
Transfr to proft orloss on ERSREATEATER
cash flow hedge - - - - - - 9,026 - - - - 9,026 - 95,026
Defered tax ontransfer toproft or - BB ATERZ RS
loss on cash flow hedges EE/BLHE - - - - - -2y - - - -2y - 22y
Impaiment loss on T EREHERE
avallable-for-sale investments - - - - - - - - g8 - - 1es (44.524) 67,319
Investment revaluaton reserve LERB/REB R
released on disposal - - - - - - - - (111564 - - (111584 - (1584
Tota comprehensive income TEERENRSE
forthe year - - - - - - 39t 398 188772 4318 2396030 2637959 673486 3211445
Issue of new shares fomexercseof - B/ (F B EMIER
share apfions ESiva ol 58 19940 - - - - - - - - - 0488 - 048
Recogriton of equitysettled share ~ BEZMRIATAAN
based payments - - - - - - - - - - - - 1421 1421
Find diddend or e year ended ~~ EIZ-BE/\E+ZA
31 Decembe 2008 H-REEEZRERE - - - - - - - - - - A e - 34
Interim cvioend for he yeerended ~ EE-ZEAE+ZA
31 December 2009 SH-REEFZRERE - - - - - - - - - - (B4 (3w -8
Acquistion of subsideries (Note 38) WM B2 21 Ff5E08) - - - - - - - - - - - - BT 62765
Acquistion of addltionalinerestsin -~ WEMBAENER
subsiares - - - - - - - - - - - - %0 0330
Disposal of partl nterests n HENBADSHES
subsidiaries - - - - - - - - - - - - 508622 50862
Disposal of subsidiares (Note 39 HEMBAF(H3E39) - - - - - - - - - - - - 6202 (362024)
Diidends paid to minorty THFHBARLZ
shareholders o subsicries DEREzRE - - - - - - - - - - - - (2s61) 25614
Reserves released upon disposel of ~ HENBATEEEEE
subsidiaries - - - - - - - - - (B0 60,943 - - -
Reserves released upon disposel of (K EHE A AT (IERE
partlinterests n subsicries BmiE - - - - - - - - R T B - - -
Transfer upon lapse of share option BB BRiEKHMER - - - - - - - - - - 768 768 (768) -
Transfers &z - - - - - 69,263 - - - - (69,263) - - -
5 19940 - - - s - - -G8 [SBEH) (8559 QB (45
Belance at 31 December 2009 REERAETCAZT-A
288 84474 4404007 1,911 (791) 10594 156,765 (107,379 15,216 20540 161272 15300802 21506417 4617699 26,124,116
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Consolidated

atement of Changes in Equity Zr S 52 8%

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

Balance at 1 January 2010

Increase in fai value of
avalable-for-sale investments

Share of changes in reserve of
associates

Loss on cash flow hedges

Defered tax recognised in relaion
o cash fow hedges

Exchange differences arising on
tranlafion of foreign operations
and to presentation currency

Fair value gain on properties

transferred to investment properties

Proft for the year

Transfer to proft orloss on
cash flow hedge

Deferred tax on transfer to profit or
loss on cash flow hedges

Investment revaluation reserve:
released on disposal

Total comprehensive income:
forthe year

Recogniton of equity component
of warants

Issue of new shares from exercise
of share options

Issue of new shares from exercise
of warrants

Recogniton of equiy-setfled share
based payments

Final dividend for the year ended
31 December 2009

Interim dividend for the year ended
31 December 2010

Capital contribution from minorty
shareholders of subsidiaries

Acquistion of addtionalinterests in
subsidiares (Note o)

Disposal of partalinterests in subsicfaries

(Notee)
Disposal of subsidaries (Note 39)

Dividends paic to minority sharenolders

of subsidiares
Reserves released upon disposal
of subsidiares
Transfer upon lapse of share option
Transfers

Balance at 31 December 2010

62

RoB-F5-A-RzEH

AR ERAATESEN

EEREATRRRD

FEREHAEE

HRERENRTEDL
e

BFENEEE20ERT
ELZENEE

NEERERANERL
DTEkE
RERER
BREREAT
#AERE
BRERUATEREEE
EEZRIERR
HEREZRAERRE

RERRANBER

ElAnRE AR

1B R
el
ey ikl

EUBITARR

HE-FINETZA=T-8
R RERE

HE-F-RETCA=1-8
[FEZRERE
HERT)HRRLEE

YENE DB EE
(Hzd)
HENRRASHER
(Histe)
HERBAF(K0)
ZHTHEATIHRELRE

HENEATRARE

REAERERITER
48

RoF-FF+-Az+-R
b

Attributable to owners of the Company
RN 1
Capital Special Property  Investment
Share Share redemption ~ Warrant Other ~ surplus  Statutory ~ Hedging revaluation revaluation Translation  Retained
capital  premium  reserve  reserve  reserves  account  reseve  reserve  reseve  reserve reserve profits Total
g% El S £ S RE
Bk RHEE MORE  BREE  RGEE  BBRE  GEER  UWBRE  EMBR  EGEE  EXER  REEA A
HKS000  HKS000  HKSO00  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HK$000
TEn TR TR TEn  TEr TR TR TEn TR TEn  TEr  TEr  TEn
(Notea) ~ (Noteb) (Notec)
(i) (i) (Hiitc)

“E-ZFFH BELCIEE
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Consolidated

tatement of Changes in Equity 4 & & 8%

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

Notes:

©

Special surplus account represents the difference between the nominal
amount of the shares issued by the Company and the nominal amount of
the issued share capitals of the subsidiaries which were acquired by the
Company under the group reorganisation in 1993.

Statutory reserve represents the Enterprise Expansion Fund and General
Reserve set aside by certain subsidiaries in accordance with the relevant
laws and regulations of the People’s Republic of China.

The property revaluation reserve of the Group represents the gain on
revaluation of certain properties of the Group for own use as a result
of transfer of those properties for own use from properties, plant and
equipment to investment properties.

During the year ended 31 December 2010, the Group acquired additional
interests in Kingboard Laminates Holdings Limited (“KLHL”), a non-wholly
owned subsidiary of the Company listed on The Stock Exchange of
Hong Kong Limited, and Elec & Eltek International Company Limited, a
non-wholly owned subsidiary of the Company listed on the Singapore
Exchange Securities Trading Limited. As a result of the acquisitions,
the difference of HK$248,486,000 between the consideration paid of
HK$508,396,000 and the amount of non-controlling interests adjusted of
HK$259,910,000 was directly recognised in equity.

During the year ended 31 December 2010, the Group disposed of part
of its interest in KLHL and as a result of the disposal, the difference
of HK$1,031,712,000 between the net consideration received of
HK$1,665,386,000, the recognition of non-controlling interests
of HK$706,517,000 and derecognition of translation reserve of
HK$72,843,000 was directly recognised in equity.

G

@  EBHAREREARARTORGEESRAZAR
—AAZFREEEEEKE HBANEETRAT
H2EH -

O O EEEEEETHEATRESEARSNDENR

RERBHZ CEBRESN—REES -

(© AEENEXEHRBEARNEETNERERZYE
RS Rk i I A Y PR A 7 B b s -

(d) HE-Z-ZF+-A=1+—HILFER  REELF
BEEERIEREARAR([ZERER]) (KARRE
BHARZSERAR([BZFT]) FHR3EE S A
BRR]) RKFIREEEFR AR (TEEIC]) (AQRIRE
MEEHZBAERAT LT EEEMBAR)
HIREIME & o It B IG5 E BB (1B 508,396,000/ 7T
1 5 8K 12 AR AR 3R 4 25259,910,00058 7T 2 F ) 2 48
248,486,000 TTE B I Em IER ©

© BE-_T-—ZTF+-A=1+—HLFERN A%
EHENHBEEEREZ - LESHE KARE
J% #8.1,665,386,000 7 7T B2 B T 72 3F 12 MR AR R AE 2R
706,517,0007% 7T J 7E [ 5. 5 51 Bk 138 2 72,843,000
T2 TRV Z%81,081,712,00087C © BENERSIER ©
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Consolidated Statement of Cash Flows
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= ==
, \éiﬁﬁlﬁiﬁ
For the year ended 31 December 2010 # % —F—ZF#+ - A=+—HIFFZF
2010 2009
—E—2F —EENF
HK$°000 HK$’000
FHET FAT
OPERATING ACTIVITIES R
Profit before taxation MR R A A 5,166,338 3,214,180
Adjustments for: FEE
Share of results of associates i NI (200,873) (64,252)
Share of results of jointly controlled JEAE RIS ERE XA
entities 7,035 2,325
Amortisation of intangible assets A Y 696 688
Depreciation of properties, plant and ME - BEMRETE
equipment 2,058,419 1,811,320
Impairment loss recognised in respect LB 5 & H i UL BR FRHER 2
of trade and other receivables TEEE 108,164 90,070
Dividends from available-for-sale AEEERE ZRE
investments (29,785) (832,124)
Discount on acquisition of additional W BERT B A R EEIME = 2 IR
interests in subsidiaries - (14,580)
Interest expenses and other finance FMESZHEEMFHES A
charges 304,040 221,256
Gain on disposal of available-for-sale HEHEERE 2 WS
investments (296,012) (111,564)
Gain on fair value changes of KREYEQNFEES) 2 WS
investment properties (68,824) (51,425)
Gain on disposal of subsidiaries HEMB ARz W = (24,242)
Gain on fair value changes of foreign INERHEIA DN T EEE) 2 Wk
currency forward contracts - (870)
Gain on disposal of partial interests in HEWB A RS ks 2 W
subsidiaries - (340,038)
Release of prepaid lease payments A ERIERED 20,832 20,047
Interest income B A (38,639) (50,575)
Impairment loss on available-for-sale AR ERE 2 REEIE
investments - 156,367
Loss on fair value changes of PRSI N T EEE
commodity forward contracts E518 33,493 11,628
Loss on disposal and write off of HE MIEE Y% -« = Mk
properties, plant and equipment pd it 13,259 15,539
Loss on disposal of subsidiaries HENB AR ZEE - 106,814
Share based payment expenses LA FE R A RS2 303 1,427
Operating cash flows before movements kit& @& & &A1
in working capital KEREHE 7,078,446 4,962,491
Increase in inventories FEEN (682,152) (388,500)
Increase in trade and other receivables & 5 & H it fE U BR 5% %2
and prepayments SEADE- =Rl (1,967,558) (1,444,570
Increase in bills receivables FEURZHE 18 0 (670,758) (486,384)
Decrease in trade and other payables & 5 & H b FE (< BE 2005 (165,949) (517,077)
Increase in bills payables FERTZIEE N 408,053 139,922
Net change in derivative financial PTAESRMI A FEE
instruments (11,628) 1,898
Increase in properties held for FERRMELN
development (2,566,128) (763,152)
Increase in deposits from pre-sale of TEEMZER 2 TS IE M
residential units 1,061,578 -
Cash generated from operations LEEESRE 2,483,904 1,504,628
Hong Kong Profits Tax paid EEARBFEM (14,922) (239)
Hong Kong Profits Tax refunded EREBNEH 3,930 138
Other taxes paid Hib 2 #FH 18 (336,522) (219,838)
NET CASH FROM OPERATING REERBRLTE
ACTIVITIES 2,136,390 1,284,689




Consolidated Statement of Cash Flows Z4r 8B E&HREFR

For the year ended 31 December 2010 2 =& —

FEI A= —FLFE

2010 2009
—E-FfF —ETNF
NOTES HK$’000 HK$'000
BiaE FET FHT
INVESTING ACTIVITIES REEK
Purchase of available-for-sale BEAHHERE
investments (1,662,638) (1,309,428)
Purchase of properties, plant and BEME - BEREE
equipment (1,035,389) (1,989,166)
Deposits paid for acquisition of BEWX  BFE - [ERIRE
properties, plant and equipment MEFRNEI
and investment properties (1,209,885) (373,242)
Increase in pledged bank deposits 2 Z #R1TIEZIE NN (16,014) (105,622)
Prepaid lease payments made ERTEREERIE (135,205) (21,824)
Purchase of investment properties  BEBERE (585,987) (7,460)
Proceeds from disposal of HE A SR E TS E
available-for-sale investments 975,402 1,026,876
Proceeds from disposal of LEYE - Jﬁﬁ%&?&ﬁ
properties, plant and equipment Fri5 5 97,124 172,877
Proceeds from disposal of prepaid ﬁ’%ﬁﬁfﬁ%*hr‘gﬁm?ﬁx
lease payments 172,973 -
Dividend received from an associate B Ug— 8% & A 7] IR 8 153,530 111,156
Interest received BUF B 38,639 50,575
Dividends received from B AT HERERE
available-for-sale investments 29,785 32,124
Net cash (outflow) inflow on WEENB AR 2RSS (CRE)
acquisition of subsidiaries MAFRE 38 (109,939) 20,065
Net cash (outflow) inflow on HEMNBARRZIRS
disposal of subsidiaries CRRHE)mAFERE 39 (23,023) 1,062,242
NET CASH USED IN INVESTING REXKFTARESFE
ACTIVITIES (3,310,627) (1,330,827)
FINANCING ACTIVITIES REEE
New bank borrowings raised HILRITIEE 4,846,072 5,848,079
Proceeds from disposal of HERB AR ER
partial interests in subsidiaries P88 1,665,386 848,660
Proceeds from exercise of IR B AR TS 58
share options 17,465 20,488
Proceeds from exercise of warrants  1T{# ;2 A% 75 AT 15 5018 3,527 -
Repayment of bank borrowings BRETEE (4,105,556) (4,119,570)
Consideration paid for acquisition of Uk B} B8 A 51285 MEzs
additional interests in subsidiaries FrfHR (B (508,396) (291,412)
Dividend paid on ordinary shares BRI mALE (804,700) (506,844)
Dividend paid to minority TR FHB AR Z DEARE
shareholders of subsidiaries 2B (473,322) (225,614)
Interest and other finance ENNEREMEEER
charges paid (313,173) (226,354)
Capital contribution from minority M ATz DB R HE FRIE
shareholders of subsidiaries 163,500 -
NET CASH FROM FINANCING REEEMBRESTFHE
ACTIVITIES 490,803 1,347,433
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Consolidated Statement of Cash Flows 48R & R 8 %

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

NET (DECREASE) INCREASE IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT THE BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

CASH AND CASH EQUIVALENTS
AT THE END OF THE YEAR

ANALYSIS OF THE BALANCES OF
CASH AND CASH EQUIVALENTS
Bank balances and cash
Less: Pledged bank deposits

Balances of cash and cash equivalents

RERREEEEE (BD) 80
T

FOZRERREEEEAR

EREFHIE

FRZAERREEEERR

RERRESEEBRBERDIT

RITHEB RS
B BEIRIRITIER

Re MRS FERBGHR
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2010
—2-FF
HK$’000
TR

2009
—ETNF
HK$’000
T8t

1,301,295

4,225,257

20,035

5,546,587

5,652,209
(105,622)

5,546,587



Notes t"the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 2010 # 2 —E—FF+ - A =+—HIFF/Z

1.

GENERAL

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

The functional currency of the Company and its operating
subsidiaries is Renminbi (“RMB”) while the consolidated
financial statements are presented in Hong Kong dollars
(“HK$"), which the management of the Company
considered is more beneficial for the users of the
consolidated financial statements.

The principal activities of the Group are the manufacture
of laminates, printed circuit boards (“PCBs”), chemicals,
liquid crystal displays (“LCDs”), magnetic products and
property development and investment.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied a number
of new and revised Standards, amendments and
Interpretations (“new and revised HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) that are mandatorily effective for 2010 financial
year ends, and has early applied HKAS 32 (Amendments)
“Classification of rights issues” issued by the HKICPA
during the year.

Except as described below, the application of the
new and revised HKFRSs in the current year has had
no material effect on the amounts reported in these
consolidated financial statements and disclosures set out
in these consolidated financial statements.

1.

—RER
AATERS RS TR BEREBR
AT EBRAEEBRARPHERAT
(TP )) 2 EARET « AAREMBPE
B2 R B B A A TE
| — B R -

ARRRHELENBRARNDEEER/A
RE(TARE]) - A MBEHRUAET
(TBTDEY  ARREBERRUESE
FAMBRRNEREERER -

AEETENEFRER - EIRARER
(TENRIARBEMR]) (L TER - RABER
B[ BABERG])  HEERREES
MEHEERRIRE -

FERFTIE R EIERT 2 BB B
BER ([ EFRMIEHRER 1)

MRAEE  AEBECEAZEATE T
fAg([BEEEMAE DEMEN_F
— T B IR A T SR 0 1B AR A T
RASRTRR BRI A R ([ #18 R &
FIEBMEERWER]) - FAR - AKETN
ERFEATESHIMASEMNELES
SPERIE2R(ERTA) [tz D4R »

BRATTETSh - A ERAFTIE REE
AEAMERRER SRV BRERMZE
BB MG RN BRI ET &
EAVE -
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Notes to the Consolidated Financial Statements 44 B 18 3R R MiZE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

68

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 27 (as revised in 2008) “Consolidated
and separate financial statements”

The application of HKAS 27 (as revised in 2008) has
resulted in changes in the Group’s accounting policies
for changes in ownership interests in subsidiaries of the
Group.

Specifically, the revised Standard has affected the
Group’s accounting policies regarding changes in the
Group’s ownership interests in its subsidiaries that do not
result in loss of control. In prior years, in the absence of
specific requirements in HKFRSs, increases in interests in
existing subsidiaries were treated in the same manner as
the acquisition of subsidiaries, with goodwill or a bargain
purchase gain being recognised, when appropriate; for
decreases in interests in existing subsidiaries that did
not involve a loss of control, the difference between the
consideration received and the adjustment to the non-
controlling interests was recognised in profit or loss.
Under HKAS 27 (as revised in 2008), all such increases
or decreases are dealt with in equity, with no impact on
goodwill or profit or loss.

When control of a subsidiary is lost as a result of a
transaction, event or other circumstance, the revised
Standard requires the Group to derecognise all
assets, liabilities and non-controlling interests at their
carrying amounts and to recognise the fair value of the
consideration received. Any retained interest in the former
subsidiary is recognised at its fair value at the date control
is lost. The resulting difference is recognised as a gain or
loss in profit or loss.

These changes have been applied prospectively from 1
January 2010 in accordance with the relevant transitional
provisions.

Annual Report 2010 Kingboard Chemical Holdings Limited
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 27 (as revised in 2008) “Consolidated
and separate financial statements” (continued)
The application of the revised Standard has affected
the accounting for the Group’s acquisition of additional
interests in Kingboard Laminates Holdings Limited
(“KLHL”), a non-wholly owned subsidiary of the
Company listed on the Stock Exchange, and Elec & Eltek
International Company Limited (“EEIC”), a non-wholly
owned subsidiary of the Company listed on the Singapore
Exchange Securities Trading Limited, in the current year.
The change in policy has resulted in the difference of
HK$248,486,000 between the consideration paid of
HK$508,396,000 and the amount of non-controlling
interests adjusted of HK$259,910,000 being recognised
directly in equity, instead of being recognised as goodwiill.
Therefore, the change in accounting policy has resulted in a
decrease in equity attributable to owners of the Company
of HK$248,486,000 as at 31 December 2010 and no
change in the profit for the year. In addition, the cash
consideration paid in the current year of HK$508,396,000
has been included in cash flows from financing activities
instead of investing activities.

In addition, the application of the revised Standard has
affected the accounting for the Group’s disposal of part
of its interest in KLHL in the current year. The change in
policy has resulted in the difference of HK$1,031,712,000
between the net consideration received of
HK$1,665,386,000, the non-controlling interests
recognised of HK$706,517,000 and de-recognition of
translation reserve of HK$72,843,000 being recognised
directly in equity, instead of in profit or loss. Therefore, the
change in accounting policy has resulted in a decrease in
the profit for the year of HK$1,031,712,000. In addition,
the cash consideration received in the current year of
HK$1,665,386,000 has been included in cash flows from
financing activities instead of investing activities.

In addition, under HKAS 27 (as revised in 2008), the
definition of non-controlling interest has been changed.

Notes to the Consolidated Financial Statements 434 B &SRR MiaE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

ERAFMERKEITZEBMER
MEA(BEBMBRRER )
(%)
ERGHELFE27THR(ZEENELR
BN RERBIMBHRR (£)
FEREIEETERIE AR EE R A FE W IEZ
BREERIERBER AR ([BEEER])
(ARRIRBRZT ETHIEEERBIE
NA)) Rk REEEGR QG (EEICT)
(RRBRFIMEELZ AR DE L
TMHERZEREWERR]) MEEIMER R
SR BEBEERTE c BEREHEKE N
£ 8 508,396,000 7 7T £ & Ff & 3E £ &
[i% 38 # %5 259,910,000 78 T 2 8 K %= ¥
248,486,000/8 T B N ER R - M
WRAEE - Bt - FFIECREBERR
ZE-ZEEFT A=+ -—BARAFEA
FEAG #E 2508 1 248,486,000 7 ¢ F i
WL o Lo - AFEEHEERE
508,396,000/ it AR EBIFTISIR &R
2 MIEHREFED -

pboh - FER BT R AR E RN AR F
ERENHRBEREREZN SRR
EREE  BREHERD KRR EFE
1,665,386,000 # 7T B2 2 # 3R IF 12 B AR
R % 706,517,000 74 7T & 1E PE K &
HI % #E R 2 72,843,00078 7T 2 M B = 58
1,031,712,000/ 7T * EERESER - M
WIRIBEHER - FLt - FFTECREB)E
FXCAF S AR 4> 1,081,712,0007 7T © Uik
SN REE B IR 2 1(E1,665,386,00078
Tt ABEEBAMERESRE - MIERE
JEE o

BESN  RIEFB G ERIB27HR(ZFTN
FRER]) SRR RESNERRE -
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For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

70

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 27 (as revised in 2008) “Consolidated
and separate financial statements” (continued)
Specifically, under the revised Standard, non-controlling
interest is defined as the equity in a subsidiary not
attributable, directly or indirectly, to a parent. The
application of the revised Standard has resulted in share
option reserve relating to the employee share option
plan of EEIC, an indirect subsidiary of the Company,
being included as part of non-controlling interest in
the consolidated statement of financial position and
consolidated statement of changes in equity (see note 37
for details). Previously, such share options reserve was
presented separately in the consolidated statement of
financial position and consolidated statement of changes
in equity.

Hong Kong Interpretation 5 “Presentation
of financial statements - Classification by
the borrower of a term loan that contains a
repayment on demand clause”

Hong Kong Interpretation 5 “Presentation of financial
statements — Classification by the borrower of a term loan
that contains a repayment on demand clause” (“HK INT 5”)
clarifies that term loans that include a clause that gives the
lender the unconditional right to call the loans at any time
(“repayment on demand clause”) should be classified by
the borrower as current liabilities. The Group has applied
HK INT 5 for the first time in the current year. Hong Kong
Interpretation 5 requires retrospective application.

In order to comply with the requirements set out in HK
INT 5, the Group has changed its accounting policy on
classification of term loans with a repayment on demand
clause. In the past, the classification of such term loans
were determined based on the agreed scheduled
repayment dates set out in the loan agreements. Under
HK INT 5, term loans with a repayment on demand clause
are classified as current liabilities.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Hong Kong Interpretation 5 “Presentation
of financial statements - Classification by
the borrower of a term loan that contains a
repayment on demand clause” (continued)

As a result, bank loans that contain a repayment on
demand clause with the aggregate carrying amounts
of HK$368,305,000 and HK$534,516,000 have
been reclassified from non-current liabilities to current
liabilities as at 31 December 2009 and 1 January
2009, respectively. At 31 December 2010, bank loans
(that are repayable more than one year after the end
of the reporting period but contain a repayment on
demand clause) with the aggregate carrying amount of
HK$420,769,000 have been classified as current liabilities.
The application of HK INT 5 has had no impact on the
reported profit or loss for the current and prior years.

Such term loans have been presented in the earliest time
band in the maturity analysis for financial liabilities (see
note 32 for details).

HKAS 32 (Amendments) “Classification of
rights issues”

The amendments to HKAS 32 address the classification
of certain rights issues denominated in a foreign currency
as either an equity instrument or as a financial liability.
The Company’s functional currency is RMB, whilst the
warrants issued by the Company to the shareholders on a
pro-rata basis are denominated in HK$. Under the current
HKAS 32, the warrants would be treated as a derivative
financial liability which should be measured at fair value
at initial inception. The corresponding entry on inception
would have been made to the shareholders’ equity.
Subsequently, the liability would have been re-measured
at fair value with movements in fair value recognised in
profit or loss until the exercise of the warrants.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKAS 32 (Amendments) “Classification of
rights issues” (continued)

The early adoption of HKAS 32 (Amendments) has
affected the accounting for the warrants issued by the
Company during the year. The warrants would be treated
as equity instruments and resulted in recognition of equity
component of warrants amounting to HK$675,791,000 in
the equity (i.e. warrant reserve) at initial inception. The re-
measurement of fair value of the warrants is not required as
these warrants are classified as equity instruments. The
change in accounting policy has resulted in an increase in
the profit for the year of HK$21,096,000 and an increase
in equity attributable to owners of the Company of
HK$21,096,000 as at 31 December 2010.

Summary of the effects of the above changes
in accounting policies

The effect of changes in accounting policies described
above on the results for current year by line items is as
follows:
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ERAFMERKEITZEBMER
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HIRFRERA BB ERIE2% (BT
) B R RN RIEANF E N7 2 R E
BRGETRE - ZRREFED HAER
TH  EEXRAKRR - [EH#R675,791,000
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21,096,000/ 7T °
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Year ended
31 December

2010
BE-E-%F
+=A=+-—~H
IHEE
HK$’000
FEx
Decrease in gain on disposal of partial interests —H € 125518 BR3P0 #E a5 2 Y ss 2 /4
in KLHL (offsetting with the de-recognition of (25 #ER 2 B2239,860,00078 7T
goodwill of HK$39,860,000) ) (991,852)
Decrease in fair value loss recognised in respect 72 B:RRRAEE A T EFBRERZ [
of the Company’s warrants 21,096
Decrease in profit for the year REZRFR D (970,756)
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Notes to the

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Summary of the effects of the above changes
in accounting policies (continued)

There is no impact on the results for the year ended 31
December 2009 as the changes in accounting policies
for changes in interests in subsidiaries was applied
prospectively.

The effects of the above changes in accounting policies
on the financial positions of the Group as at 1 January
2009 and 31 December 2009 is as follows:

onsolidated Financial Statements 42 & B i SR & Mzt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

FERFTIE R EIERT 2 BB B
BRER([FRBMBHRKER )
(%)

LHEH BRSO ERE 2

MR G B Z B ERNHE QR 2w
ZEBERMHEREER  BE-FTFTH
FT-A=T-HALFEXERIZZE -

e BRESHHARERN _TTNEF
—A-ARZFEAF+-A=1+—HH
MBI T BT

Asat Asat
1.1.2009 Asat 31.12.2009 Asat
(originally 1.1.2009 (originally 31.12.2009
stated)  Adjustments (restated) stated)  Adjustments (restated)
RZEENE RZZENE  ROZENE AZEENE
~A-A ~A-R fZA=t-R t=A=+-H
(51 FL (235 (51 g (iE5)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
TAE  TeR  TAR ThR  TEE TR
Bank borowings - curent 475 E 78 2,596,995 534516 3,131,511 3,458,564 368,305 3,826,869
Bank borroviings BIRE-F59
- non-current 7,105,276 (634,516) 6,570,760 7,960,765 (368,305 7,592,460

Total effects on netassets ~ HEEFERERH
and equiy agz -
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Notes to the Consolidated Financial Statements 424 B & 3R = Mzt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

2. APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Summary of the effects of the above changes
in accounting policies (continued)

The effects of the above changes in accounting policies
on the Group’s basic and diluted earnings per share for

FERFTIE R EIERT 2 BB B
BRER([FRBMBHRKER )
(%)

LHEH BRSO ERE 2

Lt EFABREHHAREARANFE SR
ERBHNRESBNOZEWT

the current year are as follows:

Impact on Impact on
basic earnings diluted earnings
per share per share
Year ended Year ended
31 December 31 December
2010 2010
BREX BREE
BRI E ERNZE
BE-Z-ZF BE-Z-ZF
+=HR=+—H +=-A=+—H
LFE LFE
HK$ HK$
Figures before adjustments ABAETE 5.425 5.372
Adjustments arising from changes in BHEAEERHBLARZ
the Group’s accounting policies in BAERSIERNGTER
relation to changes in ownership BE) LB TALF R
interests in subsidiaries and bonus 5B HE
issue of warrants (1.147) (1.136)
Figures after adjustments AEREHT 4.278 4.236

There is no impact on the basic and diluted earnings per
share for the year ended 31 December 2009.

74 Annual Report 2010 Kingboard Chemical Holdings Limited

—E-TEER BECIEE

HE-_ZTNF+_A=+—HLFES
BERBHREEBFIRNZHE -



Notes to the Consolidated Financial Statements 424 B i8R = Hf s
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (continued)

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective.
HKFRSs (Amendments)

HKFRS 1 (Amendments)

HKFRS 1 (Amendments)
HKFRS 7 (Amendments)
HKFRS 9

HKAS 12 (Amendments)
HKAS 24 (Revised)
HK(IFRIC) - INT 14

(Amendments)

HK(FRIC) - INT 19

1 Effective for annual periods beginning on or after 1 July 2010 or

Improvements to HKFRSs 2010!

Limited exemptions from comparative
HKFRS 7 disclosures for first-time
adopters?

Severe hyperinflation and removal of
fixed dates for first-time adopters3

Disclosures - Transfers of financial
assets®

Financial instruments®

Deferred tax: Recovery of underlying
assets?
Related party disclosures®

Prepayments of a minimum funding

requirement3

Extinguishing financial liabilities with
equity instruments?

1 January 2011, as appropriate.

2 Effective for annual periods beginning on or after 1 July 2010.

3 Effective for annual periods beginning on or after 1 January 2011.
4 Effective for annual periods beginning on or after 1 January 2012.
5 Effective for annual periods beginning on or after 1 January 2013.
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BB AR AEA
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BESIERE12%
CHES

BEGFERF24%
(&153])

575 (BB E SRR
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-RBE14R
CHES)

575 (BB E SRR
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—REBFE19%
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AiEm T AE AR
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2 REZ—-ZF+ A— A H R 2 FEHE
R e
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E
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3
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Notes to the Consolidated Financial Statements 424
For the year ended 31 December 2010 #Z —E—F4#+ - =+—HIFFZ

2. APPLICATION OF NEW AND REVISED FE PR %18 R ARME R < BB B I H
HONG KONG FINANCIAL REPORTING BREA(TERUMBKRFER L)
STANDARDS (“HKFRSs”) (continued) (%)
HKFRS 9 “Financial instruments” (as issued in November AV BRRERFEIRI T A (=T
2009) introduces new requirements for the classification TNF+— RAEM)SET B EE SRS
and measurement of financial assets. HKFRS 9 “Financial %Z%ﬁiﬁi o BB HMENFEI &
instruments” (as revised in November 2010) adds BTA|(ZE—ZF+— AIER])FGE
requirements for financial liabilities and for derecognition. ﬁ%g{ﬁ&gwﬁg 2HIIRTE ©
Under HKFRS 9, all recognised financial assets that are RIEBENEEREDEINR  BRES
within the scope of HKAS 39 “Financial instruments: SETEAEIRIEMIE : BREFE]
Recognition and measurement” are subsequently HEANZMECHERMISEE - HEAEIR
measured at either amortised cost or fair value. BMEKASKATEFE LER BIZEA
Specifically, debt investments that are held within WA LRERNERERIFTE 2 EHKE
a business model whose objective is to collect the B PUREHNBRESREAREERNS LA
contractual cash flows, and that have contractual cash BZEBTRA  —MBREEGHHBER
flows that are solely payments of principal and interest BB AT 8 - TAEMEBIEEN
on the principal outstanding are generally measured at AR ENE G G HRAERFIZAFE
amortised cost at the end of subsequent accounting 2o
periods. All other debt investments and equity investments
are measured at their fair values at the end of subsequent
accounting periods.
In relation to financial liabilities, the significant change R EABEMS  EREFHEETHRAF
relates to financial liabilities that are designated as at fair Bt AERWBBEEER - AEms -
value through profit or loss. Specifically, under HKFRS RIEB BT S RREDFS - BNIETIR
9, for financial liabilities that are designated as at fair NEESABENKEaE  UKaEs
value through profit or loss, the amount of change in HEEHRANZAENEERR S
the fair value of the financial liability that is attributable to EEMEZEWEZY)  EEEMEEE
changes in the credit risk of that liability is presented in N2V EaEEERREE 2 ﬁﬁjﬁa
other comprehensive income, unless the presentation HE e RIBE AR Y SRIEREBIE)
of the effects of changes in the liability’s credit risk in AEZER®% BEEaEEERR JE{&/&
other comprehensive income would create or enlarge FEEE - HET2EHSEEEE o U
an accounting mismatch in profit or loss. Changes in fair I IBEEBSI LRS00 - EEEA
value attributable to a financial liability’s credit risk are THEFABXNVEABEATEEH L
not subsequently reclassified to profit or loss. Previously, 2EEBZEET o
under HKAS 39, the entire amount of the change in the
fair value of the financial liability designated as at fair value
through profit or loss was presented in profit or loss.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2013, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be
adopted in the Group’s consolidated financial statements
for financial year ending 31 December 2013 and that the
application of the new Standard may affect the amounts
reported in respect of the Groups’ available-for-sale
equity investments which are currently measured at cost
less impairment and will be measured at fair value upon
adoption. In addition, the application of the new Standard
may affect the amounts reported in respect of the Group’s
derivative financial instruments which currently the entire
amount of the change in fair value was presented in profit
or loss and will be accounted for under new requirements.

The amendments to HKAS 12 titled “Deferred tax:
Recovery of underlying assets” mainly deal with the
measurement of deferred tax for investment properties
that are measured using the fair value model in
accordance with HKAS 40 “Investment property”. Based
on the amendments, for the purposes of measuring
deferred tax liabilities and deferred tax assets for
investment properties measured using the fair value
model, the carrying amounts of the investment properties
are presumed to be recovered through sale, unless
the presumption is rebutted in certain circumstances.
The directors anticipate that the application of the
amendments to HKAS 12 may have a significant impact
on deferred tax recognised for investment properties that
are measured using the fair value model.

HKAS 24 “Related party disclosures” (as revised in 2009)
modifies the definition of a related party and simplifies
disclosures for government-related entities.

Notes to the Consolidated Financial Statements 424 B & 3R = MiZE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF
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78

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

The disclosure exemptions introduced in HKAS 24 (as
revised in 2009) for government-related entities do not
affect the Group because the Group is not a government-
related entity. However, disclosures regarding related
party transactions and balances in these consolidated
financial statements may be affected when the revised
version of the Standard is applied in future accounting
periods because counterparties that do not currently meet
the definition of a related party under the current HKAS
24 may come within the scope of the revised Standard.

The directors of the Company (the “Directors”) anticipate
that the application of the other new and revised HKFRSs
will have no material impact on the consolidated financial
statements.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”)
and by the Hong Kong Companies Ordinance.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. IXEEHBE#)

(continued)

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). 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 in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Allocation of total comprehensive income to
non-controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-
controlling interests having a deficit balance. Prior to 1
January 2010, losses applicable to the non-controlling
interests in excess of the non-controlling interests in the
subsidiary’s equity were allocated against the interests of
the Group except to the extent that the non-controlling
interests had a binding obligation and were able to make
an additional investment to cover the losses.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries on or after 1 January 2010

Changes in the Group’s ownership interests in subsidiaries
that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions.
The carrying amounts of the Group’s interests and
the non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-
controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest
and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and
any non-controlling interests. Where certain assets of
the subsidiary are measured at revalued amounts or
fair values and the related cumulative gain or loss has
been recognised in other comprehensive income and
accumulated in equity, the amounts previously recognised
in other comprehensive income and accumulated in
equity are accounted for as if the Company had directly
disposed of the related assets (i.e. reclassified to profit or
loss or transferred directly to retained earnings). The fair
value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting
under HKAS 39 “Financial instruments: Recognition and
measurement” or, when applicable, the cost on initial
recognition of an investment in an associate or a jointly
controlled entity.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Changes in the Group’s ownership interests in
existing subsidiaries (continued)

Changes in the Group’s ownership interests in existing
subsidiaries prior to 1 January 2010

Increases in interests in existing subsidiaries were treated
in the same manner as the acquisition of subsidiaries,
with goodwill or a bargain purchase gain being
recognised where appropriate. For decreases in interests
in subsidiaries, regardless of whether the disposals would
result in the Group losing control over the subsidiaries,
the difference between the consideration received and
the adjustment to the non-controlling interests was
recognised in profit or loss.

Business combinations

Business combinations that took place prior to 1 January
2010

Acquisition of businesses was accounted for using
the purchase method. The cost of the acquisition was
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group
in exchange for control of the acquiree, plus any costs
directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent
liabilities that met the relevant conditions for recognition
were generally recognised at their fair value at the
acquisition date.

Goodwill arising on acquisition was recognised as an
asset and initially measured at cost, being the excess of
the cost of the acquisition over the Group’s interest in the
recognised amounts of the identifiable assets, liabilities
and contingent liabilities recognised. If, after assessment,
the Group’s interest in the recognised amounts of the
acquiree’s identifiable assets, liabilities and contingent
liabilities exceeded the cost of the acquisition, the excess
was recognised immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Business combinations (continued)

Business combinations that took place prior to 1 January
2010 (continued)

The minority interest in the acquiree was initially
measured at the minority interest’s proportionate share
of the recognised amounts of the assets, liabilities and
contingent liabilities of the acquiree.

Contingent consideration was recognised, if and only if,
the contingent consideration was probable and could be
measured reliably. Subsequent adjustments to contingent
consideration were recognised against the cost of the
acquisition.

Business combinations achieved in stages were
accounted for as separate steps. Goodwill was
determined at each step. Any additional acquisition did
not affect the previously recognised goodwiill.

Investments in associates

An associate is an entity over which the investor 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 jointly
control over those policies.

Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEER

—EBFf - HA=+—HIFE

FESTHER 2

EBavt)
ZEFFFE-HHRETHRER O
(&)

WUIET 2 DB R R ) 1R D B
BENEEREE ARRIREEZHE
REBFELLPIEE -

W ARE A e Al TR SEit 85 0 75
EHRANAKE - Hi& - IARENEH
B EWERAER o

SEBERN LA A HARE - S5
RETEE - CARIMETE L EUE
HRHFE -

RBEQTZRE
BERNREZREEHEAEATENZ
B B TEBRMBARRABELEZE
Eﬁoi FENB2ERBHRZUBR
LRERRZES - B BT I K[
JZEFBER

A
I

F'\Il_‘j
aﬁ-



SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Investments in associates (continued)

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are initially recognised
in the consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s share
of the profit or loss and other comprehensive income of
the associates. 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. Additional losses are 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, which is included within the carrying amount 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 profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TEeiHBE )
(continued)
Investments in associates (continued) REZE QTR 2RE#)

84

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 “Impairment of assets” as a
single asset by comparing its recoverable amount (higher
of value in use and fair value less costs to sell) with its
carrying amount. Any impairment loss recognised forms
part of the carrying amount of the investment. Any reversal
of that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with its associate, profits
and losses resulting from the transactions with the
associate are recognised in the Group’ consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.

Jointly controlled entities

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

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in jointly controlled
entities are initially recognised in the consolidated
statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of the profit
or loss and other comprehensive income of the jointly
controlled entities. When the Group’s share of losses of
a jointly controlled entity equals or exceeds its interest
in that jointly controlled entity (which includes any long-
term interests that, in substance, form part of the Group’s
net investment in the jointly controlled entity), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations or
made payments on behalf of that jointly controlled entity.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Jointly controlled entities (continued)

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 a jointly controlled
entity recognised at the date of acquisition is recognised as
goodwill, which is included within the carrying amount of
the investment.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in a jointly
controlled entity. When necessary, the entire carrying
amount of the investment (including goodwill) is tested
for impairment in accordance with HKAS 36 “Impairment
of assets” as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs
to sell) with its carrying amount, any impairment loss
recognised forms part of the carrying amount of the
investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently
increases.

When a group entity transacts with its jointly controlled
entity, profits and losses resulting from the transactions
with the jointly controlled entity are recognised in the
Group’ consolidated financial statements only to the
extent of interests in the jointly controlled entity that are
not related to the Group.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less any accumulated impairment losses and is
presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating units, or groups
of cash-generating units, that are expected to benefit
from the synergies of the combination.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Goodwill (continued)

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently whenever there is an indication that the unit
may be impaired. For goodwill arising on an acquisition
in a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit pro rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwiill
is recognised directly in profit or loss in the consolidated
statement of comprehensive income. An impairment loss
recognised for goodwill is not reversed in subsequent
periods.

On subsequent disposal of the relevant cash-generating
unit, the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation. Investment properties
include land held for undetermined future use, which is
regarded as held for capital appreciation purpose.

Investment properties are initially measured at cost,
including any directly attributable expenditure. Subsequent
to initial recognition, investment properties are measured
at their fair values using the fair value model. Gains or
losses arising from changes in the fair value of investment
properties are included in profit or loss for the period in
which they arise.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment properties (continued)

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits are
expected from its disposals. 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 profit or loss in the
period in which the item is derecognised.

Properties held for development for sale
Properties held for development for sale in the future are
stated at the lower of cost and net realisable value.

Costs relating to the development of properties,
comprising prepaid lease payments for lands and
development costs, are included in properties held for
development until such time when they are completed
and transferred to properties held for sale or recognised as
cost of properties sold.

Properties, plant and equipment

Properties, plant and equipment (other than properties,
plant and equipment under construction) are stated 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 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
(see Note 19 for the depreciation rates per annum of the
items of properties, plant and equipment).
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Properties, plant and equipment (continued)
Properties, plant and equipment under construction,
representing properties, plant and equipment in the
course of construction for production or for its own
use purposes, are carried at cost less any recognised
impairment loss. Properties, plant and equipment under
construction is classified to the appropriate category of
properties, 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 owner-occupied property is transferred to investment
property at fair value when it is evidenced by end of
owner-occupation. The difference between the fair
value and the carrying amount at the date of transfer is
recognised in property revaluation reserve in accordance
with HKAS 16 “Property, plant and equipment”. On the
subsequent sale or retirement of the asset, the relevant
revaluation reserve will be transferred directly to retained
profits.

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 profit or loss in the period in which the item is
derecognised.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Properties, plant and equipment (continued)
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 or for administrative
purposes, the leasehold land component is classified as
a prepaid lease payment and amortised on 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).

Inventories

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

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets (other than mining right) with finite useful
lives is provided on a straight-line basis over their estimated
useful lives.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Intangible assets (continued)

Intangible assets acquired separately (continued)
Amortisation for mining right with finite useful life is
amortised using the units of production method over the
total proven reserves of the coal mines.

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in the profit or loss in the period when
the asset is derecognised.

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

An internally-generated intangible asset arising from
development activities (or from the development phase of
an internal project) is recognised if, and only if, all of the
following have been demonstrated:

° the technical feasibility of completing the intangible
asset so that it will be available for use or sale;

° the intention to complete the intangible asset and
use or sell it;

° the ability to use or sell the intangible asset;

o how the intangible asset will generate probable

future economic benefits;

o the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Intangible assets (continued)

Research and development expenditure (continued)

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is charged to profit or loss in
the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses (if
any), on the same basis as intangible assets acquired
separately.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives.

Impairment

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset may
be impaired (see the accounting policies in respect of
impairment losses (other than goodwill) below).
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment losses (other than goodwill (see
the accounting policies in respect of goodwill))
At the end of the reporting period, 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 any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss,
if any. 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,
unless the relevant asset is carried at a revalued amount
under another standard, in which case the impairment
loss is treated as a revaluation decrease under that
standard.

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, unless the relevant asset is carried at
a revalued amount under another standard, in which case
the reversal of impairment loss is treated as a revaluation
increase under that standard.

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
profit or loss on a straight-line basis over the term of the
relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Leasing (continued)

The Group as lessee

Operating lease payments are recognised as an expense
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 over the lease term on a straight-line
basis.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element
as a finance or an operating lease separately based on
the assessment as to whether substantially all the risks
and rewards incidental to ownership of each element
have been transferred to the Group. Specifically, the
minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments
can be made reliably, interest in leasehold land that is
accounted for as an operating lease is presented as
“prepaid lease payments” in the consolidated statement
of financial position and is amortised over the lease term
on a straight-line basis except for those that are classified
and accounted for as investment properties under the
fair value model. When the lease payments cannot be
allocated reliably between the land and building elements,
the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment,
unless it is clear that both elements are operating leases,
in which case the entire lease is classified as an operating
lease.
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3. SIGNIFICANT ACCOUNTING POLICIES FESTHBE®)
(continued)
Foreign currencies Ihik
In preparing the financial statements of each individual REREBERBIIEHRARE  UZER
group entity, transactions in currencies other than the 2N EEUINE R (INE ) iEIT 2R H T
functional currency of that entity (foreign currencies) are RHINGEEE (TR IERLS VKHEIRIE
recorded in the respective functional currency (i.e. the ZEEVALZ S BEER 7 ERDHE - NIR
currency of the primary economic environment in which HHBZERE R - LONESE 2 E¥IEE
the entity operates) at the rates of exchange prevailing on AiZ B 2 [EREHEN - A FEFERA
the dates of the transactions. At the end of the reporting BN TIME 7 IEEIB R higEE A E
period, monetary items denominated in foreign currencies ERAEXSHMIER - LINSBERARTE
are retranslated at the rates prevailing at that date. Non- ZIEEMIER T ERIER
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 HEEHIBE REMELSYKIBE ES
monetary items, and on the retranslation of monetary ZEREBeRELHMEEEPER -
items, are recognised in profit or loss in the period in EFEHIRATEYEYIEEBEEES
which they arise. Exchange differences arising on the 2N ERET AR SR o
retranslation of non-monetary items carried at fair value
are included in profit or loss for the period.
For the purposes of presenting the consolidated financial HRHGAMEREMS - ANEEEIE
statements, the assets and liabilities of the Group’s foreign BZEENBEHRRESHEERE BIE
operations are translated into the presentation currency of REH AAREE 7 25 E8E(EET) - M
the Group (i.e. Hong Kong dollars) at the rate of exchange WEZWARYIEE VIRERNFELER
prevailing at the end of the reporting period, and their [N - FTEAELZE(INE)RNEMER
income and expenses are translated at the average W SR - WHERS 2t (B EE) -
exchange rates for the year. Exchange differences arising,
if any, are recognised in other comprehensive income and
accumulated in equity (the translation reserve).
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3. SIGNIFICANT ACCOUNTING POLICIES 3. IEEHBE#)

(continued)

Foreign currencies (continued)

From 1 January 2010 onwards, on the disposal of a
foreign operation (i.e. a disposal of the Group’s entire
interest in a foreign operation, or a disposal involving
loss of control over a subsidiary that includes a foreign
operation, a disposal involving loss of joint control over a
jointly controlled entity that includes a foreign operation,
or a disposal involving loss of significant influence over
an associate that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company
are reclassified to profit or loss. In addition, in relation
to a partial disposal of a subsidiary that does not result
in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals
(i.e. partial disposals of associates or jointly controlled
entities that do not result in the Group losing significant
influence or joint control), the proportionate share of the
accumulated exchange differences is reclassified to profit
or loss.

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

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
before 1 January 2005 is treated as non-monetary foreign
currency items of the acquirer and reported using the
historical cost prevailing at the date of acquisition.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with
the conditions attaching to them and the grants will be
received.

Government grants are recognised as income over the
periods necessary to match them with the costs for which
they are intended to compensate, on a systematic basis.
Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sales, are added
to the cost of those assets until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
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 employees have rendered service entitling
them to the contributions.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
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 end of the reporting period.

Deferred tax is recognised on temporary 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. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible
temporary difference to the extent that it is probable
that taxable profits will be available against which those
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 other
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 and
associates, and interests in joint ventures, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments and interests are only
recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are
expected to reserve in the foreseeable future.

Notes to the Consolidated Financial Statements 424 B & 3R = MiZE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

FESTHER 2

BiIR
PS5 5 S 3R S RN TR MR FE TR I 2
A -

IR B R B T 1R AR 4 2 R AR 0 M ET
H o BRVGNEREQWERTPIRRL
AR - TRRATE NRREEMFE
ERB A MBEWARFL - LETEIE
TERRRANW 2 IHE - REBEANHATKRIEA
ZEBEGREHEEREREEMEE
REB 2 HERGE

BEEBRBNRBGEVBRREEREE
BRE AR EERTUE N TR A ARENE
MmN ZRER - EEREAE RS
AT R RES ZRERER - MRLRIE
BETZAENIRA N AR EEMN
JERR B M SRR - R B R KA 6
PONR B IS EREMEERABEBRETY
BRRVUEN T IZEGHRENM B2
WRESER - AT ERIAREEERAE -

RIETRIE B E TR B QR M2 A F)
ZEREFRRAELE 2R Bz R
MR Z R M MR - 1S AN S B AT B R
BERBERERZEEIRETERA
RGHEz RO 2 BRI - BRERE
e W 5 4 10 T A0 0RR R B R P EE AR VIR
ERIAEE - (EE 1A 88 th 3R A A A R B
ZFRN 2 ERTOE N - WAL AT R
P NEIE

Annual Report 2010 Kingboard Chemical Holdings Limited 97

“E-TEEE RECIRE



Notes to the Consolidated Financial Statements 44 B 18 3R R MiZE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

98

SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Taxation (continued)

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period 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.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities. Deferred tax is recognised
in profit or loss, except when it relates to items that are
recognised in other comprehensive income or directly in
equity, in which case the deferred tax is also recognised
in other comprehensive income or directly in equity
respectively.

Financial instruments

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

Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEER

FESTHER 2

BIRE)

BERAEEZ RHAENSREREER
EHFRY > WELAEEHR BHERY
A 2 B S AR B E R ISR ©

REREHRERE AERMANERSDR
2 RER(EBR)  BRERBEEREE
RAEBEFEREERRYMBERER 2K

EiHE -

EERBABREEZTERRASHE
BN EMEAERE R B HBENRE
®BR - AKROEESBEREZREE -
ELBANBRER - EEEAREME
ER SRR ERENERERZABEH
B ISR T BERIBTE D HIRE
2 E RS ER R E RN TR -

SHMIA
EEEERXALIEANBIXZEINR
W W EERVEBERGE MBI
KR - WBEERMBEBEVSERATF
BitE - AWEs BTV BEERTHKE
BORA T EFAEZ 2V BEERMBE
BERRIN) T BB (L 2 R SRR HER
W REABRIASTEZEMBERE
S BBaE s ATE - AlERA T ER
ANB#= B EEXM A EmEREEN
2 BB AR AR o



For the year ended 31 December 2010 # & — =&

Notes to the Consolidated Financial Statements #&

SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Financial instruments (continued)

Financial assets

The Group’s financial assets are classified into (i) financial
assets at fair value through profit or loss (“FVTPL”), (i)
loans and receivables and (iii) 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.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments.

Financial assets at fair value through profit or loss
Financial assets at FVTPL has two subcategories,
including financial assets held for trading and those
designated as at FVTPL on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Financial instruments (continued)

Financial assets (continued)

Financial assets at fair value through profit or loss
(continued)

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

° it is a part of an identified portfolio of financial
instruments that the Group manages together and
has a recent actual pattern of short-term profit-
taking; or

° it is a derivative that is not designated and effective
as a hedging instrument.

Financial assets at FVTPL are measured at fair value,
with changes in fair value arising from remeasurement
recognised directly in profit or loss in the period in which
they arise. The net gain or loss recognised in profit or loss
excludes any dividend or interest earned on the financial
assets.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade and other receivables,
bills receivables and bank balances) are carried at
amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy on
impairment loss on financial assets below).
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3. SIGNIFICANT ACCOUNTING POLICIES 3. IEEHBE#)

(continued)

Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at FVTPL, loans and receivables or held-to-maturity
investments.

Available-for-sale financial assets are measured at fair
value at the end of the reporting period. Changes in fair
value are recognised in other comprehensive income
and accumulated in investment revaluation reserve, until
the financial asset is disposed of or is determined to
be impaired, at which time, the cumulative gain or loss
previously accumulated in the investment revaluation
reserve is reclassified to profit or loss (see accounting
policy on impairment loss on financial assets below).

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of such
unquoted equity instruments, they are measured at cost
less any identified impairment losses at the end of the
reporting period (see accounting policy on impairment
loss on financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed
for indicators of impairment at the end of the reporting
period. Financial assets are impaired where there is
objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the financial
assets have been impacted.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Financial instruments (continued)

Impairment of financial assets (continued)

For an available-for-sale equity investment, a significant
or prolonged decline in the fair value of that investment
below its cost is considered to be objective evidence of
impairment.

For all other financial assets, objective evidence of
impairment could include significant financial difficulty of
the issuer or counterparty; or default or delinquency in
interest and principal payments; or it becoming probable
that the borrower will enter bankruptcy or financial re-
organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment
on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Group’s
past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past
the average credit period of 120 days and observable
changes in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, the amount
of impairment loss is recognised in profit and loss when
there is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future
cash flows discounted at the original effective interest
rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount 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 loss will not be reversed in subsequent
periods.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Financial instruments (continued)

Impairment of financial assets (continued)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent 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.

Impairment losses on available-for-sale equity investments
will not be reversed in profit or loss in subsequent periods.
Any increase in fair value subsequent to impairment loss
is recognised directly in other comprehensive income
and accumulated in investment revaluation reserve. For
available-for-sale debt investments, impairment losses
are subsequently reversed if an increase in the fair value
of the investment can be objectively related to an event
occurring after the recognition of impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Financial instruments (continued)

Financial liabilities and equity instruments

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

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities. The Group’s financial liabilities are
generally classified into financial liabilities at FVTPL and
other financial liabilities.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest
basis.

Financial liabilities at fair value through profit or loss
The Group’s financial liabilities at FVTPL comprise
financial liabilities held for trading.

A financial liability is classified as held for trading if:

o it has been incurred principally for the purpose of
repurchasing in the near future; or

° it is a part of an identified portfolio of financial
instruments that the Group manages together and
has a recent actual pattern of short-term profit-
taking; or

o it is a derivative that is not designated and effective
as a hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Financial liabilities at fair value through profit or loss
(continued)

Financial liabilities at FVTPL are measured at fair value,
with changes in fair value arising on remeasurement
recognised directly in profit or loss in the period in which
they arise. The net gain or loss recognised in profit or loss
excludes any interest paid on the financial liabilities.

Other financial liabilities

Other financial liabilities including trade and other
payables, bills payables and bank borrowings are
subsequently measured at amortised cost, using the
effective interest method.

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

Derivative financial instruments and hedging

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit
or loss immediately unless the derivative is designated
and effective as a hedging instrument, in which event the
timing of the recognition in profit or loss depends on the
nature of the hedge relationship.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TE€:HEE #)
(continued)
Financial instruments (continued) SWMIAE)
Hedge accounting Epi -y

106

The Group designates certain derivatives as hedges of
the cash flow of floating-rate bank borrowings (i.e. interest
rate swap contracts).

At the inception of the hedging relationship, the Group
documents the relationship between the hedging
instrument and hedged item, along with its risk
management objectives and its strategy for undertaking
various hedge transactions. Furthermore, at the inception
of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument that is used
in a hedging relationship is highly effective in offsetting
changes in cash flows of the hedged item.

Cash flow hedge

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges are recognised in other comprehensive income.
The gain or loss relating to the ineffective portion is
recognised immediately in profit or loss as other gains or
losses.

Amounts previously recognised in other comprehensive
income and accumulated in equity (hedging reserve)
are reclassified to profit or loss in the periods when the
hedged item is recognised in profit or loss.

Hedge accounting is discontinued when the Group
revokes the hedging relationship, the hedging instrument
expires or is sold, terminated, or exercised, or no longer
qualifies for hedge accounting. Any cumulative gain
or loss accumulated in equity at that time remains in
equity and is recognised when the forecast transaction
is ultimately recognised in profit or loss. When a forecast
transaction is no longer expected to occur, the gain or
loss accumulated in equity is recognised immediately in
profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. TE&:HEE#)
(continued)
Financial instruments (continued) EWMIE %)
Derecognition S R

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 and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is
recognised in profit or loss.

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 profit or loss.

Share-based payment transactions

Share options granted on or before 7 November 2002,
or granted after 7 November 2002 and vested before 1
January 2005

The financial impact of share options granted is not
recorded in the consolidated financial statements until
such time as the options are exercised, and no charge
is recognised in profit or loss in respect of the value of
option granted. Upon the exercise of the share options,
the resulting shares issued are recorded as additional
share capital at the nominal value of the shares, and the
excess of the exercise price per share over the nominal
value of the shares is recorded as share premium.
Options which lapse or are cancelled prior to their
exercise date are deleted from the register of outstanding
options.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Share-based payment transactions (continued)
Share options granted and vested on or after 1 January
2005

Equity-settled share-based payment transactions

Share options granted to directors and employees
of the Group

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

At end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the estimates
during the vesting period, if any, is recognised in profit or
loss, with a corresponding adjustment to share options
reserve of a subsidiary.

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

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts
receivables for goods sold and services rendered in the
normal course of business, net of discounts, retumn and
sales related taxes.

Revenue from the sale of goods is recognised when the
goods are delivered and title has passed.

Service income for drilling services is recognised when
services are provided.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. IEEHBE#)

(continued)

Revenue recognition (continued)

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 on initial recognition.

Dividend income from 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 estimation that have significant effect
on the amounts recognised in the consolidated financial
statements. The following are the key assumptions
concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have
a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities in the next
financial year.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value. Where the actual future cash flows are less than
expected, a material impairment loss may arise. At 31
December 2010, the carrying amount of goodwill arising is
HK$2,288,149,000 (2009: HK$2,288,149,000). Details of
the recoverable amount calculation are disclosed in Note
21.
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110

KEY SOURCES OF ESTIMATION 4.

UNCERTAINTY (continued)

Income taxes

At 31 December 2010, deferred tax assets of (i)
approximately HK$12,522,000 (2009: HK$12,522,000)
in relation to unused tax losses; (i) approximately
HK$5,580,000 (2009: HK$15,650,000) in relation to loss
on cash flow hedge recognised in hedging reserve; and (iii)
approximately HK$17,023,000 (2009: HK$15,185,000)
in relation to write-down of inventories have been
recognised in the Group’s consolidated statement
of financial position. No deferred tax asset has been
recognised on the tax losses of HK$305,289,000 (2009:
HK$177,694,000) due to the unpredictability of future
profit streams. The realisability of the deferred tax asset
mainly depends on whether sufficient future assessable
profits or taxable temporary differences will be available
in the future. In cases where the actual future profits
generated are less than expected, a material reversal of
deferred tax assets may arise, which would be recognised
in profit or loss for the period in which such a reversal
takes place.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to stakeholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of bank
borrowings, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
share capital, reserves and retained earnings.

The directors of the Company review the capital
structure on a semi-annual basis. As part of this review,
the directors consider the cost of capital and the
risks associates with each class of capital. Based on
recommendations of the directors, the Group will balance
its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well
as the issue of new debt or the redemption of existing
debt.
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6. FINANCIAL INSTRUMENTS 6. E®MIT A
6a. Categories of financial instruments 6a. EETHEES
31.12.2010 31.12.2009 1.1.2009
—2-%F% “ETNF “ETNF
+=A=t-H +-RA=t-H —A—H
HK$’000 HK$'000 HK$'000
TAL FAT AT
Financial assets NBEE
Fair value through profit or loss BAVERABR
(FVTPL) LHBERE
- derivative financial instruments —{TESRIA
(held for trading) (HEEE) - 3,468
Loans and receivables (including ~ EF R EKET(BEE
cash and cash equivalents) SRALEMEEER)
—trade and other receivables -5 REAMER
B 4,664,371 4,057,994
~hills receivables -EWZEE 1,261,966 775,582
— bank balances and cash —RITEBREEE 5,652,209 4,205 273
11,578,546 9,068,849
Available-for-sale investments EHERE 1,206,869 780,048
Financial liabilities BHaE
Fair value through profit or loss BATEARR
(FVTPL) JHBEE
- derivative financial instruments —TASRIA
(held for trading) (HEEE) 11,628 1,940
Derivative instruments HAETH PG
in designated hedge ZITETA
accounting relationships 132,018 136,961
Amortised cost BRERR
- trade and other payables -ZHREMEN
A 3,417,345 2,435,335
- bills payables S 755,284 615,362
- bank borrowings —-RITEE 11,419,329 9,702,271
15,591,958 12,752,968
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies

The Group’s major financial instruments include
equity investments, derivative financial instruments,
bank balances and cash, bank borrowings, trade
and other receivables, bills receivables, trade and
other payables and bills payables. Details of the
financial instruments are disclosed in respective
notes. The risks associated with these financial
instruments include market risk (currency risk,
interest rate risk and other price risk), credit risk
and liquidity risk. 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.

Market risk

Currency risk

Several subsidiaries of the Company have foreign
currency sales, purchases and bank borrowings,
which expose the Group to foreign currency
risk. Approximately 28.9% (2009: 27.9%) of the
Group’s sales are denominated in currencies
other than the functional currency of the group
entity making the sale, whilst almost 35.5%
(2009: 37.8%) of purchases are denominated in
currencies other than the group entity’s functional
currency.

The carrying amount of the Group’s foreign
currency denominated monetary assets and
liabilities at the reporting date are disclosed in
respective notes. The management continuously
monitors the foreign exchange exposure and will
consider hedging foreign currency risk should the
need arise.
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Currency risk (continued)

Sensitivity analysis

The Group is mainly exposed to currency of
United States dollars (“US$”), HK$, Euro and
Japanese Yen (“JPY”). The following table details
the Group’s sensitivity to a 10% (2009: 10%)
increase and decrease in RMB against the relevant
foreign currencies. 10% (2009: 10%) represents
management’s assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding
foreign currency denominated monetary items and
adjusts their translation at the end of the reporting
period for a 10% (2009: 10%) change in foreign
currency rates. The sensitivity analysis includes
trade and other receivables, bills receivables, bank
balances, available-for-sale investments, trade
and other payables, bills payables as well as bank
borrowings. A positive number below indicates an
increase in post-tax profit for the year where RMB
strengthen 10% (2009: 10%) against the relevant
currency. For a 10% (2009: 10%) weakening of
RMB against the relevant currency, there would
be an equal and opposite impact on the post-tax
profit for the year and the balances below would
be negative.

6.
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6b.
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BREDN
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10%) B E - 10% (=ZZFZF N,
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MIRR - BNZBERBITEE - IE
HIEAREHEAEEAE10%
(ZEZNF - 10%)E - KFER
g s M BRTIEM - € AR H I8
FAEEHKI0%(ZEZNE - 10%)
W - AIRE I AR ERBE T B R
EHRNTZEMATERES R
g( °

2010 2009
—2-%% —FENF

HK$’000 HK$'000

FET FHT

uss$ EI (168,565) (196,814)
HK$ BT 364,919 363,123
Euro BT (1,940) (4,212)
JPY HE 7,072 4,508
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Interest rate risk

The Group is exposed to cash flow interest rate
risk in relation to variable-rate bank borrowings
(see Note 32 for details of these borrowings). In
relation to these variable-rate borrowings, the
Group aims at keeping certain borrowings at fixed
rates. In order to achieve this result, the Group
entered into interest rate swap contracts to hedge
against its exposure to potential variability of cash
flows arising from changes in variable interest
rates (see Note 30 for details). The management
continuously monitors interest rate fluctuation
and will consider further hedging interest rate risk
should the need arise.

The Group is also exposed to fair value interest
rate risk in relation to fixed-rate bank borrowings
(see Note 32 for details of these borrowings). The
management monitors interest rate exposure
and will consider repay the fixed-rate bank
borrowings when significant interest rate exposure
is anticipated.

The Group’s exposures to interest rates on
financial liabilities are detailed in the liquidity risk
management section of this note. The Group’s
cash flow interest rate risk is mainly concentrated
on the fluctuation of Hong Kong Interbank Offered
Rate in Hong Kong dollars (“HIBOR”) arising from
the Group’s bank borrowings.

The Group’s bank balances have exposure to
cash flow interest rate risk due to the fluctuation
of the prevailing market interest rate on bank
balances. The Group is also exposed to fair
value interest rate risk which relates to its fixed-
rate short-term bank deposits and unlisted bond
securities with fixed coupon interest. The Directors
consider the Group’s exposure of the short-term
bank deposits to interest rate risk is not significant
as interest bearing bank balances are within short
maturity period.
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Interest rate risk (continued)

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest
rates for available-for-sale unlisted bond securities
and bank borrowings as well as interest rate swap
contracts at the end of the reporting period. The
analyses are prepared assuming the financial
instruments outstanding at the end of the reporting
period were outstanding for the whole year. A 50
basis points (2009: 50 basis points) increase or
10 basis points (2009: 10 basis points) decrease
represents management’s assessment of the
reasonable possible change in interest rates.

If HIBOR interest rate had been 50 basis points
(2009: 50 basis points) higher and all other
variables were held constant, the Group’s:

o post-tax profit for the year ended 31
December 2010 would decrease by
HK$42,313,000 (2009: decrease by
HK$42,441,000). This is mainly attributable
to the Group’s exposure to interest rates
on its variable-rate bank borrowings;

° the debit side hedging reserve would
decrease by HK$11,669,000 (2009:
decrease by HK$49,267,000) mainly as
a result of the changes in the fair value of
interest rate swap contracts; and

° investment revaluation reserve would
decrease by HK$25,422,000 (2009: nil) as
a result of the change in the fair value of
available-for-sale unlisted bond securities
with fixed coupon interest.
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Interest rate risk (continued)

Sensitivity analysis (continued)

If HIBOR interest rate had been 10 basis points
(2009: 10 basis points) lower and all other
variables were held constant, the Group’s:

o post-tax profit for the year ended 31
December 2010 would increase by
HK$8,463,000 (2009: increase by
HK$8,488,000). This is mainly attributable
to the Group’s exposure to interest rates
on its variable-rate bank borrowings;

o the debit side hedging reserve would
increase by HK$2,334,000 (2009: increase
by HK$9,854,000) mainly as a result of the
changes in the fair value of interest rate
swap contracts; and

o investment revaluation reserve would
increase by HK$2,631,000 (2009: nil) as
a result of the change in the fair value of
available-for-sale unlisted bond securities
with fixed coupon interest.

Equity price risk

The Group is exposed to equity price risk
through its investments in listed equity securities.
The management manages this exposure by
maintaining a portfolio of investments with different
risk profiles and the Group has appointed a special
team to monitor the price risk and will consider
hedging the risk exposure should the need arise.

At 31 December 2009, the Group had
concentration risk on its available-for-sale
investments with 51% (2010: nil) of the total
available-for-sale investments concentrated in
a single financial institution which is listed in the
United States.

116 Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEER

6.

EMIRE)

6b.

MHEREEEERBEZ)

S ()

RIESENAE D)

BBEDI(E)

W R 77T R 47 B F K BK10E 20 7
(ZETNF 10E2TF) > MATE
HipFERE  KAEE

. HEZZFT-—ZTF+=ZA
T+ HLEFEZKREE
i A 15 128 hn 498,463,000
BIL(ZEZTNF - #Bm
8,488,000/ ) » =EIE
HEAKEAZZEEEZ
FIERER

. f& 77 % R 48 18 15 &Y
2,334,000 L (ZZTZF N,
£ : 12409,854,000/87T)
FEEAEFEEHEHR
FEEE &

. BABGHEBEMND
2,631,000 T (ZZEE 1
£ifm) BARAKERE
BEMALE I F k%
BEIATEED -

A B R
AREEEFERE R AR A E 25 i &
ERAEBRRAR EREEFET
RERZIREAE BRI ERR -
AEBEZE R B EEER
Rk - BHER/EEEPRERE -

K-ZEAF+-AS+—H &
SEEOTRLEREERTER -
ETHUE R B R - 519 (=
T-TE R EFEXALTZ
H— S -



Notes to the

6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Equity price risk (continued)

Sensitivity analysis (continued)

The sensitivity analyses below have been
determined based on the exposure to equity price
risk at the reporting date.

If the prices of the respective available-for-sale
equity listed securities, which have been impaired
at the end of the reporting period, had been 10%
higher (2009: 10% higher):

o post-tax profit for the year ended 31
December 2009 would increase by
approximately HK$36,145,000 (2010: nil) as
a result of the change in fair value of these
available-for-sale investments; and

° no change in investment revaluation
reserve for the years ended 31 December
2009 and 2010 would be resulted.

If the prices of the respective available-for-sale
equity listed securities, which have been impaired
at the end of the reporting period, had been 10%
lower (2009: 10% lower):

o post-tax profit for the year ended 31
December 2009 would decrease by
approximately HK$36,145,000 (2010: nil) as
a result of the change in fair value of these
available-for-sale investments; and

o no change in investment revaluation
reserve for the years ended 31 December
2009 and 2010 would be resulted.
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6. FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Equity price risk (continued)

Sensitivity analysis (continued)

If the prices of the respective available-for-sale
equity listed securities, which have not been
impaired at the end of the reporting period, had
been 10% higher (2009: 10% higher):

° investment revaluation reserve
would increase by approximately
HK$171,534,000 (2009: HK$87,009,000)
as a result of the change in fair value of
these available-for-sale investments; and

° no change in post-tax profit for the years
ended 31 December 2009 and 2010 would
be resulted.

If the prices of the respective available-for-sale
equity listed securities, which have not been
impaired at the end of the reporting period, had
been 10% lower (2009: 10% lower):

o post-tax profit for the year ended 31
December 2009 would decrease by
approximately HK$25,818,000 (2010: nil) as
a result of the change in fair value of these
available-for-sale investments; and

° investment revaluation reserve
would decrease by approximately
HK$171,534,000 (2009: HK$61,191,000)
as a result of the change in fair value of
these available-for-sale investments.
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Market risk (continued)

Commodity price risk

The Group was exposed to commodity price
risk from the outstanding commodity forward
contracts at the end of the reporting period. The
management consider that the price risks of these
derivative instruments are not significant to the
Group.

Credit risk

The Group’s maximum exposure to credit risk in
the event of the counterparties’ failure to perform
their obligations at 31 December 2010 and 2009
in relation to each class of recognised financial
assets is the carrying amount of those assets as
stated in the consolidated statement of financial
position. In order to minimise the credit risk, the
management has delegated the members of the
board of directors 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 the end of the reporting
period to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard,
the Directors consider that the Group’s credit risk is
significantly reduced.

The credit risk for bank deposits and bank
balances exposed is considered minimal as such
amounts are placed with various banks with
good credit ratings and there is no significant
concentration of credit risk.
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6. FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Credit risk (continued)

The Group has no significant concentration of
credit risk on trade and other receivables with
exposure spread over a number of counterparties
and customers. However, the Group is exposed
to the concentration on geographic segment of
the People’s Republic of China (the “PRC”). At 31
December 2010, approximately 86% (2009: 82%)
of the Group’s trade and other receivables are
arising from counterparties whose principal place
of operations is the PRC.

At 31 December 2010, the Group has
concentration risk on its available-for-sale
investments with 17.5% of the total available-for-
sale investments concentrated in three unlisted
bond securities issued by two listed issuers
in Hong Kong. The Group’s available-for-sale
unlisted bond securities are exposed to credit
risk due to the default of repayment by the bond
issuers. However, the Directors considered that
the credit risk on these investments are limited as
the unlisted bonds were secured by certain assets
of the issuers and issued by issuers in Hong Kong
with strong financial background and assigned
with high credit ratings by international credit
rating agencies.
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6. FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Liquidity risk

In the management of the liquidity risk, the
Group monitors and maintains a level of cash
and cash equivalents deemed adequate by the
management to finance the Group’s operations
and mitigate the effects of fluctuations in cash
flows. The management monitors the utilisation
of bank borrowings and ensures compliance with
loan covenants during the year.

The Group relies on bank borrowings as a
significant source of liquidity. At 31 December
2010, the Group has available unutilised
bank borrowings facilities of approximately
HK$11,142,634,000 (2009: HK$8,288,173,000).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on
the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can
be required to pay. Specifically, bank loans with a
repayment on demand clause are included in the
earliest time band regardless of the probability of
the banks choosing to exercise their rights. The
maturity dates for other non-derivative financial
liabilities are based on the agreed repayment
dates.

The table includes both interest and principal
cash flows. To the extent that interest flows are
floating rate, the undiscounted amount is derived
from interest rate curve at the end of the reporting
period.
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6.

FINANCIAL INSTRUMENTS (continued)

6b.

Financial risk management objectives
and policies (continued)

Liquidity risk (continued)

In addition, the following table details the Group’s
liquidity analysis for its derivative financial
instruments. The tables have been drawn up
based on the undiscounted contractual net cash
(inflows) outflows on derivative instruments that
settle on a net basis. The liquidity analysis for
the Group’s derivative financial instruments are
prepared based on the contractual maturities as
the management consider that the contractual
maturities are essential for an understanding of the
timing of the cash flows of derivatives.

Liguidity and interest risk tables

Weighted
average
effective  On demand
interest ~ or less than
rate 3 months
nEYs  £Ef
ERAZE @AM
% HK$'000
At TEn
At 31 December 2010 R-%-86
tZR=1-8
Non-dervative fnancial labilties /74515 B £
Trade and other payables BAREMERNES -
Bils payebles EfZE -
Bank borrowings Bk
- fived rate -T8 42
- variable rate -8 13
- varable ate hedged by -%8 (Wilxe

Bankn) 26

Interest rate Swap contracts

IATA-£8%%
AmESAl
fEEgen

Deratives - net sefflement
Commoty forward contracts
Interest rate swap contracts
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6.

6b.

FINANCIAL INSTRUMENTS (continued) 6. EMT R
Financial risk management objectives 6b. HBEREEEERBEE)
and policies (continued)
Liquidity risk (continued) TEET AR (&)
Liquidity and interest risk tables (continued) FIE S RN ERERE(E)
Weighted QOver QOver Over
average  Ondemand 3 months 1 year 2 years Total
effective  orlessthan  butnotmore  butnotmore  butnot more  undiscounted  Carying
interestrate  3months  thanTyear than2years than5years  cash flows amount
SEANE  ENE RENE i
mEH  BERE  ATER  ETEA  ETER  Rens
BEfE  =EAM —£ AE ik g BAE
% HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
Bt Thr T T TEn Thx TEn
At 31 December 2009 RZTENE
+-A=+-R
Non-Gerivative financial FHTEHFEE
abilties
Trade and other peyables ~ Z5REMERE - 2806698 550,647 - - 3417345 3417345
Bils payables eSS - 755,284 - - - T4 755084
Bank horrowings ROEE
- fixed rate -EE 51 36,543 70911 - - 107,454 101,646
- variable rate -38 21 1012889 1019613 2452889 2665269 7,140,650 7,021,283
- variable rate hedged ~2E (WFI=ES
by interest rate Swap alEH)
contracts 34 385009 1155026 1,831,146 1,115506 4486687 4,296,400
5006423 2,796,197 428403 3770765 15907420 15591958
Dervatives - net setflement ~ #74TA-#E 5%
Commodity forward ERESRAN
contracts - 12,597 - - - 12,597 11,628
Inferest rate swap contracts  F|R AL - 1,010 35,709 27,660 7501 140280 132,018
13,607 35,709 27,660 75,901 152,877 143,646

Bank loans with a repayment on demand clause
are included in the “on demand or less than 3
months” time band in the above maturity analysis.
At 31 December 2010 and 31 December 2009,
the aggregate undiscounted principal amounts of
these bank loans amounted to HK$420,769,000
and HK$368,305,000, respectively. Taking
into account the Group’s financial position, the
Directors do not believe that it is probable that
the banks will exercise their discretionary rights
to demand immediate repayment. The Directors
believe that such bank loans will be repaid within
four years after the reporting date in accordance
with the scheduled repayment dates set out in
the loan agreements. At that time, the aggregate
principal and interest cash outflows will amount to
HK$457,242,000.

Annual Report 2010 Kingboard Chemical Holdings Limited

WERERERERZEITER
B EAEIH A SR AR E k)
ZEARIZHE R —ZF
+—A=Z+—BRk=ZEZTAEFE+=
B=+—8  ZSRTERZIF
I8 K % 4858 5 511420,769,0007%8 7T
12.368,305,000/8 7T ° & BRI A%
BB - EERE - RBITD
AAJBETTEMIBRE « EsRAEEE
FrEk - EZME - RIBERMZ
FrE 2B F @A - ZSRITE
FERHRE BHEMFRNEE - &
B ALBELFBRESRHE A
457,242 0007 7T °

R v i R



Notes to the
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

FINANCIAL INSTRUMENTS (continued)

6c. Fair value

The fair value of financial assets and financial

liabilities are determined as follows:

onsolidated Financial Statements 434 BT8R R MisE

6. S@MIHw#m)
6¢c. A¥E
P EERIBEEZ ATERT
PAREE

the fair value of financial assets and
financial liabilities with standard terms
and conditions and traded in active liquid
markets are determined with reference to
quoted market bid prices and ask prices
respectively;

the fair value of other financial assets and
financial liabilities (including derivative
instruments) are determined in accordance
with generally accepted pricing models
based on discounted cash flow analysis
and relevant pricing models using prices
or rates from observable current market
transactions and dealer quotes for similar
instruments as input; and

the fair value of available-for-sale unlisted
bond securities is determined based on
valuation techniques using inputs that can
be observed in the market in addition to
unobservable inputs such as credit rating
assigned to the bonds.

The Directors consider that the carrying amounts

of financial assets and financial liabilities recorded

at amortised cost in the consolidated financial

statements approximate their fair values.
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6.

FINANCIAL INSTRUMENTS (continued)

6¢C.

Fair value (continued)

Fair value measurements recognised in the
consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to
initial recognition at fair value, grouped into Levels
1 to 8 based on the degree to which the fair value is
observable.

° Level 1 fair value measurements are those
derived from quoted prices (unadjusted)
in active market for identical assets or
liabilities.

° Level 2 fair value measurements are those
derived from inputs other than quoted
prices included within Level 1 that are
observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e.
derived from prices).

° Level 3 fair value measurements are those
derived from valuation techniques that
include inputs for the assets or liabilities
that are not based on observable market
data (unobservable inputs).
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6. FINANCIAL INSTRUMENTS (continued) 6. €I AZ)
6c. Fair value (continued) 6¢c. AFEE)
Fair value measurements recognised in the REBL BN L EZERZ XNFE
consolidated statement of financial position FE(E)
(continued)

At 31 December 2010
R-E-ZF5+-A=1-H

Level 1 Level 2 Level 3 Total
-8 %8 $=8 Bt
HK$'000 HK$’000 HK$’000 HK$’000
TERT TET TET TET

Available-for-sale financial At EMTBEE

assets
- Listed equity securities - FRAES
- Unlisted bond securities - 3£ FifE5%ES

Financial liabilities at FVTPL 1A T(EE A Bz Y

Derivative financial UREETES

instruments BMIA
Derivative instruments HRETH RS

in designated hedge BEZITETR

accounting relationships
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6. FINANCIAL INSTRUMENTS (continued) 6. %F&ilﬂ(f
6c. Fair value (continued) "‘SF{E( &)
Fair value measurements recognised in the REB BN X ERZ XN FE
consolidated statement of financial position FrE (&)
(continued)
At 31 December 2009
RZEENF+ZA=1+—H
Level 1 Level 2 Total
£ k| Febs
HK$'000 HK$'000 HK$'000
THT T THT
Available-for-sale financial assets AHENBEE
Listed equity securities FilAES 1,186,544 - 1,186,544
Financial liabilities at FVTPL Derivative A T(EE ABH Y
financial instruments g 3=
THESRIA - 11,628 11,628
Derivative instruments in designated ~ H&ETE e BE L
hedge accounting relationships THETEA - 132,018 132,018

There were no transfers between Levels 1 to 3
during the years ended 31 December 2009 and
2010.

Reconciliation of Level 3 fair value measurement of

HEZZZNFR T —TF+=
A=+— Htxir F—HEEE
—fE o M TR o

FEMBEEZATEAEZY

financial assets iR
Unlisted
bond securities
FLEmEFFES
HK$’000
FTExT
At 1 January 2010 RZE—ZTF—-H—H -
Purchases BA 406,664
Loss recognised in other REM 2 E R ER 2 EE
comprehensive income (3,473)
At 31 December 2010 R-E—ZFF+-_HA=+—H 403,191

Included in other comprehensive income is a
loss of HK$3,473,000 relating to unlisted bond
securities held at the end of the reporting period
and is reported as changes of investment
revaluation reserve for the year ended 31
December 2010.

Efemi st MRS L RE
AT B IE E M EHE %ﬁﬁazg
183,473,000 T * EHRAEE =
T-ZFE+_A=+—HILFEY
REBHFHEES -
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Notes to the Consolidated Financial Statements 424 B i8R R Hf
For the year ended 31 December 2010 &2 —E—FF+ - A =+—HIFF/Z

7.

REVENUE

During the year ended 31 December 2010, the rental
income from property investment is reclassified as part
of the principal activities of the Group and as a result,
the rental income of HK$90,840,000 for the year ended
31 December 2009 was reclassified as revenue from
other income. The Directors are of the opinion that such
reclassification is necessary to give a better understanding
of the performance of the Group and the comparative
amounts presented have been restated to conform with
the revised classification.

Revenue represents the net amounts received and
receivable by the Group from the sale of goods and
services rendered to outside customers, net of discounts,
returns and sales related taxes, and rental income
received and receivable, for each year and is analysed as
follows:

EER
BHE-—Z-—ZE+_A=1+—HIFE "
REMEREZHSBRAETHEAN
SEXZEXBs— At HE_ZT
WNE+ZA=+—HIEFEAS KA
90,840,000/ T E# A H A A D A&
B -EFERR AEARERTHBASE
BXE  BHESHOBRVARN  LRe
BELESY - AFEEETHEAE -

EXRBEARBRESFANBHINEFIHE
EmOBTH - REREERBHE) - =
HRBE 2 Tl R R BFRIAR B R R
RS YA - AT

2010 2009

—E-EF ZTEENGF

HK$’000 HK$'000

FTHET THT

(Restated)

(#==51)

Sale of laminates HERRER 10,559,428 6,956,042
Sale of PCBs $HE ENRIAR BEAR 8,704,865 7,236,550
Sale of chemicals HECTES 13,701,813 9,013,214
Rental income MU A 125,679 90,840
Others (Note) At (BEE) 799,737 566,727
33,891,522 23,863,373

Note:  Amount included service income of HK$50,753,000 (2009:
HK$36,156,000) and sale of LCDs and magnetic products of
HK$748,984,000 (2009: HK$530,571,000) for the year ended 31
December 2010.

128 Annual Report 2010 Kingboard Chemical Holdings Limited

—T-TEFH BELIEE

i : HEZZ-TF+_A=+—RHLFE £
¥ AR5 WA 50,753,000 T (Z 2T N4 -
36,156,000/ 7T ) bA B 88 & R &% 48 B8 7R 5 S fid
EE MU A T48,984,000/8 T (ZEENEF ¢
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SEGMENT INFORMATION

HKFRS 8 “Operating Segments” requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly
reviewed by the chief operating decision maker (“CODM”)
in order to allocate resources to segments and to assess
their performance. Specifically, the Group’s operating
segments under HKFRS 8 were organised into five main
operating divisions (i) manufacture and sale of laminates, (i)
manufacture and sale of PCBs, (i) manufacture and sale
of chemicals, (iv) property development and investment
(“Properties”) and (v) others (including manufacture and
sale of LCDs, and magnetic products).

Under HKFRS 8, reported segment information is based
on internal management reporting information that is
regularly reviewed by the executive directors, being the
CODM of the Group. The measurement policies the
Group used for segment reporting under HKFRS 8 are the
same as those used in its HKFRS financial statements.
The executive directors assess segment profit or loss
using a measure of operating profit whereby certain items
are not included in arriving at the segment results of the
operating segments (share of results of associates and
jointly controlled entities, gain on disposal of available-for-
sale investments, impairment loss on available-for-sale
investments, gain or loss on disposal of subsidiaries, gain
on disposal of partial interests in subsidiaries, discount on
acquisition of additional interests in subsidiaries, income
tax expenses, finance costs, and unallocated corporate
income and expenses).

Notes to the Consolidated Financial Statements 434 Bl &SRR fiaE
For the year ended 31 December 2010 #Z —F—F#+ - A =+—HIFFZF

BN RERNFESHKEE NI E K
NEBZzEEEERFE(TEEEARR
HEDEHEIBIEERD B RFEEKRR £
FTE BN A S ETREPT 2 AR
HERMTELEE DB EL - BEBME -
EEAVIERRERERT - AEB 2K
ENEo AREEEEE DI —()REE R H
EEMER - (i) BE RIHEEDRIRER -
(iEEMEELTER  (VOFEZEREK
B (] R(v)EA (B IERE REE R SR
BRERFERMEER) -

REBEBFEMBRRENFEST - WO HE
HIIRBEAREEZ2RER - ZFEFH
AEEZHTER(TRLERRE)EH
R o ARBERIAREE B M P HRER
FEWEDHBEMZAERR - BEARE
BUBHRRENTBERR B - PITES
VAR &0 N 2 51 8 R T4 20 &F 2 a8 M &S
B BERETHBEIREBREERES
DBz EBEE N (EIE S AR LA RE
HERES  HETHEEREZWE -
AHHEREZRERR HEHNBAF
ZWERER - WEMBAREDER
YWt - WEIBARRIMER 2 ITE - AT
BEMAX - BEKA - KNI Z R RRA
RRBH) -
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Notes to the Consolidated Financial Statements %24 B & 3R R MisE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

8. SEGMENT INFORMATION (continued) 8. 2IoMER@)
(@) Segmentrevenues and results (@) oEERERFEE
The following is an analysis of the Group’s revenue AT BIRERRDEEI D 2 AEEE
and results by reportable segments: EBNEEZ DN

Laminates PCBs  Chemicals  Properties Others  Eliminations  Consolidated
BEER  ORSER  (IER ] 0] af | &a
HK$000  HKS000  HKS'000  HKS'000  HK$000  HKS000  HK$'000

TR TER T TEn Thn TR Thn

Yearended 31 December 2010 EE-5-3£1-4

=t-RIEEE
Segment revenue Al
Extemal sales HHER
Inter-segment saes PR EER
Total fit
Resut 24
Segment resul DL ]

Ganon disposalof avalable-  HiEFHHERE

for-sale investments b
Unallocated corporate RARZBARA
income
Unallocated corporate AN
£Xpenses
Finance costs HERE
Share of results of associates  E(EBSEATIEE
Share of resuls of ointy Bl AR EREE
controlled entties
Proft before taxation Gl
Income tax expense HEHRER
Proft for the year FERER
Inter-segment sales are charged by reference to DEBZHERNBETEAE -

market prices.
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

8. SEGMENT INFORMATION (continued)
(@) Segment revenues and results (continued)

55 S S B SR EMEE

DEER 2

DEWAR WS (E)

Laminates PCBs Properties QOthers  Eliminations ~ Consolidated
BRER  DREER ng Hff i g
HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T ThTL T ThTL ThATL
Vear ended 31 December 2009 EZ-SENET-F
[Restateq) t-ALER
(@E5))
Segment revenue kA
Extemal sdles HIMHER 696,042 7286550 080 587 - 2386397
Inter-segment sales AR EES 2464528 - 113156 (3,054587) -
Total R 9420570 7,236,550 90,840 679883 (3,054587) 23,863,373
Resut =
Segment result DHEE 1,935,096 607,160 126,316 42930 3,302,400
Discount on aoquisition of WENBLREIER
additional interests in i
subsidiaries 14,580
Gain on disposal of avalable- ~ HETEHERE S
for-sale investments % 111,564
(Gain on disposal of partal HENBLIHOER
interests i subsidiaries i 340,038
(Gain on disposal of HERBAF MG
subsidiaries 24,202
Impaiment loss on avalable- ~ EREEREZ
for-sale investments HEEE (196,367)
Loss on disposal of HENBLAZER
subsidlaries (106,814)
Unallocated corporate RARZREMA
income 58,487
Unallocated corporate RARZ AT
expenses (214,621)
Finance costs HEANE (221,256)
Share of resulfs of associates B ATIEE 64,252
Share of resuls of joitly Bl AR EREE
controlled entities (2.3%9)
Profit before taxation Sl 3214180
Income tax expense AR (048,484)
Proft for the year FEFRT 2,965,696

Inter-segment sales are charged by reference to
market prices.

DEEZHERIZENENE -
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Notes to the

onsolidated Financial Statements %24 B &3R5 HisE

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

8. SEGMENT INFORMATION (continued)
(b) Segment assets and liabilities

The following is an analysis of the Group’s assets

and liabilities by reportable segments:

Laminates
BAER
HKS000

AR

At 31 December 2010

Assets
Segment assets
Avalable-for-sale investments

Interests n jointly controlled enties

Interests in associates
Unallocated corporate asses
- Bank balances and cash
- Deferred! tax assefs
- Taxation recoverable
- Others

Consoldated total assets

Liabittes
Segment libilties
Unallocated corporate liabites
- Bank horrowings
- Taxation payable
- Deferred tax iabilties
- Others

Consolidated total fabties

R-F-FFH2A=1-H

£z

HHRE

hERg

RAREHER 28R

REE0RBR

FELTRR
-RiEhigE
-fiEaE
-HERE

&
PHRE
FAELLARE
-BikR
-EBHE
ETERR
Rt

el
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8. oHEER®)
(b) DBEERERE
T ARARDHEH 2 AEEE

ERBEZON
PCBs Chemicals Properties Others ~ Consolidated
R tIER b i &
HK$'000 HK$'000 HK$000 HK$'000 HK$'000
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Notes to the
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

onsolidated Financial Statements %2 B 75 $R 35 M st

8. SEGMENT INFORMATION (continued) 8. 2IoMER@)
(b) Segment assets and liabilities (continued) b) PBEEREEE)
Lamintes PCBs Chemicals Properties Ohers Consolidated
BOER  RISER (IR g i 2
HK$ 000 HK$000 HKS 000 HK$ 000 HK$000 HK$'000
ThT T Thn ThT T Thn
At 31 Decermber 2009 R-EENFToA=1-B
Assels BE
Segment assets AP5E 13,557,657 10,747,354 9,041,667 3542920 688,328 37,117.926
Avalable-or-see vestments TiHERE 1,206,869
Iterestsinjontly convolect entes A AFRAER 2% 8110
Iterests n assocates HBRATZES 498,319
Unallocated comporate assels FORIDTEE
- Bank balances and cash -HiEsREs 2991914
- Defered tax assefs -EitEeE 33499
- Taxation recoverable - THERE 5112
- Oters -2t 82,127
Consolcate ot asss RREEERE 1397456
Liabites &
Segment libities BEE (1,166,639) (1,474,126) 2003111) (539,640) (3233) (5,216,001)
Unalocated comorate labiites ~ RAEZATER
- Bank borrowings -8 (11,419,329
- Taxation payable -[EsE (401,90
- Defored tax s -EitEEE (6419
- Others -if (156,716)
Consoldted ttal abiies FaRfgE

(1725040
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8. SEGMENT INFORMATION (continued)
(c) Other information

Sonsolidated Financial Statements 424 Bt 18R & M5
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

Year ended 31 December 2010

Capttal addtions

Depreciation and amortisation

Impaiment loss recognised in respect
0ftrade and ofher receivables

Release of prepaid lease payments

Loss on disposal and wrte off of
properties, plant and equipment

Share based payment expenses

HEF-3FT2R=1-R
It5E

HERREMBYEEDL
HERR

e

HERHENS - HERREL

HERBAARR

Laminates
EHER
HK$ 000

Tin

8.

PCBs
DRSS
HKS000
Tin

PEHER 2
(c) Hfbag

Chemicals
tIER
HK$ 000

Tin

Properties
(]

HK$ 000
Tin

Others
&ff
HKS000
Thn

Consolidated
B4
HK$'000
THL

Laminates PCBs Chemicals Properties Others ~ Consolidated
BRER  EORER {IZR S 2t fa
HK$'000 HK$ 000 HKS 000 HK$'000 HK$ 000 HK$ 000
Tin Tin Tin Tin Tin Tin
Vearended 31 December 2009 EE-EEAETCAZT-A
ILER
Capital addtions Ensn 303,160 681,304 1,644,603 770,612 201 3471970
Depreciaton and amortisaion fEREs 800897 539,504 404,458 I 160 1812008
Impaiment loss recognisedlinrespect 32 B RERENERET L
oftrade and other receivables HERE 52,585 18611 18874 - - 90,070
Relase of prepaid ease payments R E3ERE 7,061 6041 6945 - - 0047
Lossoncisposal endwrigoffof ~ HERAsENE  BERREL
properfies, plant and equipment EE 38 T4 3674 - 31 16,539
Sharebased paymentenpenses  HRATHLAER - 1427 - - - 147
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

8. SEGMENT INFORMATION (continued)

(c)

Other information (continued)
The Group’s operations are located in the PRC
(country of domicile) and Thailand.

The analysis of the Group’s revenue from external
customers by geographical location is as follows:

onsolidated Financial Statements %2 B 75 $R 35 M st

8. oHEER®)

(c)

The PRC (country of domicile) ~ FE(FIEER)

Other Asian countries HibamMBER
Europe B
America M

No external single customer of the Group
contributed over 10% of the Group’s revenue for
each of the years ended 31 December 2009 and
2010.

HiER (&)
AEBOEBLNHE(FAEER)
e

REBERIBINED R P DR 2K &)
DZEEBAWWMT

Year ended 31 December

BE+-—A=+—HLEE
2010 2009
—B-FF —ETNF
HK$’000 HK$'000
TR FHT
(Restated)
(&=5)

20,330,982
2,444,230
676,532
411,629

23,868,373

HEZTTNFR-Z—TF+=
A=+—RLFE AEELES
—ZINBE PG AR E B EE10%
LA ©
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Notes to the Consolidated Financial Statements %4 B 7% R M=t
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

8. SEGMENT INFORMATION (continued) 8. ZSHER®
(c)  Other information (continued) (c) HmERE)
The analysis of the Group’s non-current assets BIRELEREELEE  HEERER
other than deferred tax assets, available-for-sale ERIITEI  NEFEIERFEE
investments and non-current deposits by location IRAEWEE D25

of assets is presented as follows:

At 31 December

The PRC (country of domicile)
Thailand

United Kingdom

Singapore

9. OTHER INCOME

Other income comprises:

Dividends from available-for-sale
investments

Gain on fair value changes of
investment properties

Net exchange gain

Interest income

Government grants

Gain on fair value changes of foreign
currency forward contracts

Others

+=—B=+—H
2010 2009
—E-ZF —ETNE
HK$’000 HK$’'000
FExT FAET
B (FTERR) 22,767,781
ZH 229,905
HE _
Frhnyg 1,654
22,999,340
9. HakA
2010 2009
—E-ZF —EThE
HK$’000 HK$’'000
FE&xT FAET
(Restated)
(F&E75)
HaWABLE
AEHERE 2R
32,124
HEWMENFEES) 2 W
51,425
R eaye s 38,244
FEUA 50,575
BT E B 10,937
INERIIAE LN T EZS 2K
= 370
Hib 562
184,237
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Notes to the Consolidated Financial Statements 424 Bf &3k = MizE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

10. IMPAIRMENT LOSS ON AVAILABLE-FOR-
SALE INVESTMENTS

During the year ended 31 December 2009, impairment

10.

loss on available-for-sale investments of HK$156,367,000
(2010: nil) was recognised as a result of significant or
prolonged decline in the fair values of certain of the
Group’s listed equity investments below their costs.

AHHERE ZRERE

REBEE-ZZNF+_A=1+—HLLF
ER - ARAEERFENET EWRA
BEOAFEBERRBENEKAE -
A BraHEERE ZRABERE
156,367,000/ 0( =T —Z4F : £&) o

11. GAIN ON DISPOSAL OF PARTIAL 11. HEMBATIoEFE 2N
INTERESTS IN SUBSIDIARIES
2010 2009
—E-2F ZZTNEF
HK$’000 HK$'000
TET THT
Gain on disposal of partial interest in & & EiEBRIDEZ 2
KLHL Hegs - 339,756
Gain on disposal of partial interest in &k 1§ &= E AR A 7%
United Hill Group Limited Tl e - 282
- 340,038

During the year ended 31 December 2009, the Group
entered into an agreement with an independent agent
to place down 160,000,000 ordinary shares of KLHL,
a non-wholly owned subsidiary of the Company which
is listed on the Stock Exchange, to independent third
parties at a placing price of HK$4.92 per share, giving
a total consideration of approximately HK$787,200,000
before expenses, which amounted to approximately
HK$20,540,000.

As a result of the placement, the Group’s interest in
KLHL was reduced from 74.77% to 69.44% and the
gain on disposal of partial interest in KLHL amounted to
approximately HK$339,756,000.

Annual Report 2010 Kingboard Chemical Holdings Limited

REBEE-_ZTNAFE+_A=+—HILFE
AN AEEE-EBIRBEAEXRE
NEREEE4.028T - MBLE=FHE
160,000,000 8% 32 B & [E 1R (4 B A B
T ETRFEZERBMBRARMNER
% - kR 37 H 4920,540,0005% 7T AT B A2
{E#9/4787,200,000/8 T °

REETKE  AEERBREEER
KIS A74.77%8 £69.44% + I A It M
HEHEREREBIRBMOEDR 2 KEL
339,756,000/ 7T °

SE Tien mEpTEm O



Notes to the Consolidated Financial Statements %24 B & 3R R MisE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

12. FINANCE COSTS

12.

5= 9%
2010 2009
—E-ZF ZTENF
HK$’000 HK$’000
FBx FAT

Interest on bank borrowings wholly
repayable within five years
Other finance charges

Fair value loss reclassified from
equity on interest rate swaps
designated as cash flow
hedge of variable rate bank
borrowings

Less: Interest capitalised

ARTFRTRERZIRT
EEZHME
HitgE &R

ARSI ERITREEZ

RE R A Hmit

BEARNEH DB ZAFE
B8
B BAMERE

Borrowing costs capitalised during the year arose on the
general borrowing pool and were calculated by applying
a capitalisation rate of 1.1% for 2010 (2009: 1.2%) to

expenditures on qualifying assets.
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130,007
4,473

134,480

95,026

229,506
(8,250)

221,256

FRAZERMAMEERARTIN—RIEERE
B RIE-ZFUAREREERXZE
AMEEIA%B(ZFTAF  1.2%)51H -



Notes to the

Sonsolidated Financial Statements 424 B &3R5 MisE

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

13.

INCOME TAX EXPENSE

13. FIB8HMAxX

2010 2009
—E-ZF ZTENF
HK$’000 HK$’000
FBT FHT

The amount comprises:

Hong Kong Profits Tax
Charge for the year
Overprovision in previous years

Taxation arising in the PRC
Charge for the year
QOverprovision in previous years

Taxation arising in other jurisdictions
Charge for the year

Deferred taxation (Note 33)
Charge for the year

HIREHE -

BAEMEM
AERZBB
BEFEERRE

FEIZBIR
AFERZBBE
BEFEERRE

Hith PR 2 BiA
AERZBBE

EEFRIE (FI3E33)
REESLH

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profits for both years.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25%.

Taxation arising in other jurisdictions is calculated at the
rates prevailing in the relevant jurisdictions.

239

239

242,759
(3,154)

239,605

31

8,609

248,484

BTG IIESF 2 AT ERF aF) I
1£16.5% 2 TRETE -

RECTHEARAMBEEMRETEN (&
EMEEE]D) RERED - @RRARE
# e BIPME  R) 2 R EEPTIS BB R /526% ©

Soity AR 2 BOA Ty A R B AR 2
HRBEEE -
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Notes to the Consolidated Financial Statements %24 B & 3R R MisE

For the year ended 31 December 2010 2 =& —

FE+ A=+ —AILEE

13. INCOME TAX EXPENSE (continued) 13.

Taxation for the year can be reconciled to the profit before

taxation as follows:

FriEBix®)

REE 2 FIRERB AR 2 SRR T -

2010
— i
HK$°000
FET

Profit before taxation

Tax charge at the PRC EIT tax rate
of 25% (2009: 25%) (Note a)

Tax effect of expenses not
deductible for tax purpose

Tax effect of income not taxable for
tax purpose

Tax effect of share of results of
associates

Tax effect of share of results of
jointly controlled entities

Overprovision in respect of prior
years

Tax effect of tax holiday (Note b)

Tax effect of tax losses not
recognised

Utilisation of tax losses previously
not recognised

Effect of different tax rates
of subsidiaries operating in
other jurisdictions/areas
other than the PRC

Tax exemption (Note c)

Withholding tax (Note d)

Tax expense for the year

BRI AT A

AR Bl R PT1S B R 25%
ZETNF  25%)
ATEZ B (HiEa)

TAMKRBERZRETE

BRERG S R E

REBENRREIREZE

(S KRS B A 2 TS
=24

e

BEFEERRE

SR BB 2 (HEb)
ATHERAMABRZ MBTE

RN EARHER 2 BUAEE

PARBIASNE M AR,

BESHBAR Y FRBE

zye

rE

BHIAF % (i iEc)
FEmE (HiEd)

AEEZHBRX
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2009
ZEThEF
HK$’000
THET

3,214,180

803,545

66,996

(157,871)

(16,063)

581

(3,154)
(189,639)

30,907

(9,555)

(42,070)
(240,732)
5,539

248,484




Notes to the Consolidated Financial Statements %24 B & 3R = MizE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

13.

INCOME TAX EXPENSE (continued)

Notes:

(@)

(©

The PRC EIT rate of 25% (2009: 25%) is used as the Group’s
operations are substantially based in the PRC.

Pursuant to relevant laws and regulations in the PRC, certain
subsidiaries of the Company in the PRC are exempted from
PRC Income Tax for two years starting from their first profit-
making year in which profits exceed any carried forward tax
losses followed by a 50% reduction in the income tax rate in the
following three years (“Tax Holiday”). The Tax Holiday enjoyed by
these subsidiaries will expire on or before 2012.

In addition, certain subsidiaries also enjoyed a preferential tax
rate and the preferential tax rate will be gradually increased to the
new tax rate of 25% over five years from 1 January 2008.

Profits arising from certain subsidiaries of the Company in Macau
are exempted from profit tax.

The withholding tax represented the 5% withholding tax paid
in respect of the dividend received from an associate, CNOOC
Kingboard Chemical Limited.

13.

FriEBix®)

GEE

(@)

HAREEARBYEBUAHE - BIRBPE
RS E25% (= FTIEF : 25%) °

RIS ERAR AR - ARRETHE
WA 7 9 2 45 B R B (A
B2 BB R E NER S AT B
BB Eik = EHERRER250% ([ 5
8))  ZEMBARTEZ EHBMBR T
— SR RER -

IS A ZHEEER R ETHEAR - &
EERERBA—TTN\F—A—-HRIFAZ
HHEZE26% Z FTLE ©

ARRE TR B A R 2w M R G
i o

FEIBE AL UER — RE & A R — ISR
L TERRRBRE M2 5%
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Notes to the Consolidated Financial Statements %24 B & 3R R MisE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

14. PROFIT FOR THE YEAR

14. XNFEEREF

2010 2009
—E-ZF ZTENF
HK$’000 HK$’000
FBT FHT

Profit for the year has been arrived
at after charging (crediting):

Depreciation of properties, plant and

equipment
Amortisation of intangible assets

(included in administrative costs)

Net exchange gain
—included in cost of sales
— included in other income

Auditor’s remuneration

Cost of inventories recognised as
expenses

Loss on fair value change of
commodity forward contracts
(included in cost of sales)

Impairment loss recognised in
respect of trade and other
receivables (included in
administrative expenses)

Loss on disposal and write off of
properties, plant and equipment

Release of prepaid lease payments
Total staff costs, including directors’

emoluments (see Note 15)

“E-TEAE RECTRE

AERmME LR (L)
IATNIER ¢

Wx - BERREITE

1,811,320
BREESRE (BFATH
BAR) 688
1,812,008
B i W F 88
—BEFABEERA (39,193)
—EETAEAIA (38,244)
(77,437)
2 Gl 10,062
BRRAXZ 2 FEKRE
18,861,192
EmBRAEHNATEES
BB (Bt AHERR)
11,628
HEB S K EAEWRRER
WEEE (BFTAITR
£R)
90,070
E RIS YE - BE KR
B8 15,539
TBAERIE 2R 20,047
BINALE  pEESHe
(RHME15) 1,598,080

142 Annual Report 2010 Kingboard Chemical Holdings Limited



Notes to the

Sonsolidated Financial Statements 424 Bif% R M=t

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

15. DIRECTORS’ AND EMPLOYEES’ 15 EZKEEMS

EMOLUMENTS

The emoluments paid or payable to each of the eleven
(2009: twelve) Directors were as follows:

ENHENT—R(ZZETAF  +25)

Fees
Other emoluments:
Salaries and ofher
benefts
Contrbutions to
refirement benefts
scheme
Performance related
incentive payment
(Note )

Total emoluments

BEEZBMEMT
Year ended 31 December 2010
BE-R-BETIRCT-ALER
Mok Lai Cheng

Cheung Cheung  Chang Ho Cheung  Cham  Chung WaiChee,  Tse
Kwok Kwong ~ Wing Yin  Wailin,  Hung,  Wing, Heay Chris-  Kam
Wing Kwan Yiu  Sang Stephanie Chadwick Robet ~ Tan  topher  Hung  Total
RER RRE WE MRt REE EEE RER ReH mER  EER o
HKS'000 HKS000 HKS'000 HKS000 HK$'000 HKS000 HKS000 HKS000 HKS000 HKS'000 HKS000 HKS$'000
Thn Thn Tén TEn TEn TEn TEn TEn TEn TEn  THEn
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For the year ended 31 December 2010 &2 —E—FF+ - A =+—HIFF/Z

15. DIRECTORS’ AND EMPLOYEES’ 15 E=RES#ME»)
EMOLUMENTS (continued)
Year enced 31 December 2009
BR ETNELoA=T-ALEE
Mok la Cheng
Cheng ~ Chan  Cheung  Chang Ho Cheng  Cham  Chung  Cheng WaiChes,  Tse
Kwok ~ Wng  Kwong  Wing Yin Waln,  Hung, ~ Wing MngFun,  Heny  Chis-  Kam
Wng  Kan  Knen Yu  Sang Stephanie Chadwick Robet  Pal T fopher  Hung  Totd
KX RiE FRE DR WAE RRE REE B8R OH REN P St AR
HKS000 HKSO00 HKS000 HKS000 HKSO00 HKSO00 HKSO00 HKS000 HKSO00 HKSOOD HKSO00 HKS000 HKS000
Thr Thr Thr Tér Thr TEn Thr TR Thn TRt Thr TEr TEn
(Notel) ~ (Notei
W) [
Fees ns - - - - - - - W 8 180 480 180 1145
Other emoluments: Hipie
Salries and other FERELER
bengts 210 185 1988 198 185 68 2147 - - - - - 12641
Controutions o RIVEREERS
retiement benefs
scheme 102 8 % % 8 ¥ - - - - - 606
Performance related IERGEE:E
incentive payment (I
(Note ) 817 11607 MH00 1167 150 335 116X - - 1w - N0 B4
Totel emoluments feLg B39 1357 13583 1370 13444 4006 13877 2% 8 20 480 B0 %07
Notes: B 5 -
(i) Mr. Lai Chung Wing, Robert was appointed on 27 February i) RAREER_ZZNF A+ +HEZ
2009. fEo
(ii) Mr. Cheng Ming Fun, Paul resigned on 27 February 2009. (i BRI EER—EENF AL HEHE -
(iii) The performance related incentive payment is determined with (il TYERIBBRSEEIFIE 2 E ZMEFE 245

reference to the operating results, individual performance and BEE  AAKRBREBETISEIEMEE ©

comparable market statistics during both years.
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15. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)

No Directors had waived any emoluments during the
years ended 31 December 2009 and 2010 and the five
highest paid individuals in the Group for the year ended

31 December 2010 included three (2009: four) Directors.

15.

The emoluments of the remaining two (2009: one)
individuals were as follows:

55 L S S BT EABTFEREMEE

EErEEMS 2)

BEREFRAE-TTAFR-T-TF
+= A=+ ALEEAEEANS A
EEXRE-F-FF+-A=t—AL
FEREBRBHATH=A(CBEAS -
n%) BEE -

BTMBEAL(ZETAF : —R)ZH2
LURNE

e REAMARF
RAEM T BIHR

Salaries and other benefits
Contributions to retirement benefits

scheme
Performance related incentive TYERIBEEIIE
payments

Emoluments of these individuals were within the following
bands:

2010 2009
—E-ZF —ETNEF
HK$’000 HK$’000
FExT FAT
2,054
99
11,500
13,653
ZEATZHNEENTHER
Number of individuals
ATEHE
2010 2009
—%-%F “EENG

HK$13,500,001-HK$ 14,000,000
HK$16,500,001-HK$17,000,000
HK$20,000,001-HK$20,500,000

13,500,0017& 7.2 14,000,000/ 7T
16,500,001/ 7.2 17,000,000/ 7T
20,000,001 7L £20,500,000/& 7T

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.
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16. DIVIDENDS

- " . . .
onsolidated Financial Statements 434 B SRR MIEE
For the year ended 31 December 2010 # = —F—

FE+ A=+ —AILEE

16. KRE

2010
-85
HK$’000
TER

Dividends declared and paid

Interim dividend for 2010 of HK50

EERRIKERE

“E-TEPHREER

cents (2009: HK30 cents) per TS0
ordinary share ZZETAF : 3078)
Final dividend for 2009 “ETRNFRBEREER
of HK45 cents AR 4571L
(2009: final dividend for 2008 —EENF
of HK30 cents) per ordinary share —EEN\F
REARR B.30/E4L)
2010
—E-2F
HK$’000
Dividend proposed BEERE

Proposed final dividend for 2010 of
HKB0 cents (2009: HK45 cents)
per ordinary share

The final dividend of HKB0 cents per ordinary share in
respect of the year ended 31 December 2010 has been
proposed by the Directors and is subject to approval

BE T -TEREKE

A% A0 L
(ZZTHF - 455100)

by the shareholders of the Company in the forthcoming e - TAIEE -

annual general meeting.
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2009
—ETNF
HK$’000
THET

263,422

253,422

506,844

2009
—EENF
HK$’000
FHET

380,133

EEEEMHE—_T-TFET _A=1—
B IEF E R E KRR R 8B E BRe0E
fill - HAFGFARBRRANERERRBFA



Notes to the

onsolidated Financial Statements %2 B 75 $R 35 M st

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

17.

EARNINGS PER SHARE

The calculations of the basic and diluted earnings per
share attributable to the owners of the Company are

based on the following data:

17. SRER
AATFEE A REA SRR A R 58 BRI
T -

Earnings for the purpose of
calculating basic earnings per
share

Less: Adjustment to the share

of profit of EEIC and

its subsidiaries based

on dilution of their earnings

per share

Earnings for the purpose of
calculating diluted earnings per
share

Weighted average number of
ordinary shares for the purpose
of calculating basic earnings per
share

Add:  Effect of dilutive potential
ordinary shares relating to:
— outstanding share options

issued by the Company
— outstanding warrants

issued by the Company

Weighted average number of
ordinary shares for the purpose
of calculating diluted earnings per
share

2010 2009
—E-ZF —EThEF
HK$°000 HK$’000
FExT FAT
FTEEREREF 2 BT
2,396,030
B EEEREWMEEICK
HBARAENZ &
AR
FATESREERT 2 AT
2,396,030
Number of shares
B EE
2010 2009
—E-ZF —ETNEF
AT ESREREZR 2 LB
BTHY
844,465,583
mE: BEEEHERECE
R
— AR RBIBEITMARTT
82 B L IERE 7,329,438
— RNRRIBETMALT
1 2 RAREE -
FIEEREERR B
keS8
851,795,021

The calculation of diluted earmnings per share for the year
ended 31 December 2009 did not take into account
the outstanding share options of a non-wholly owned
subsidiary, EEIC, as the exercise price of the outstanding
share options of EEIC was higher than the average market
price during that year.

REBE-ZEZAF+-_A=1+—HBIFE
N ESRBERFRTEEEREE
HHEMB AR —EEICZEAITHEZERE
[ - AZFEEEEBREZTER  #
BHBRHNTEFHERS °
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

18. INVESTMENT PROPERTIES 18. BEWXE
HK$'000
FAT
FAIR VALUE AFE
At 1 January 2009 R=_ZEZTNF—HF—H 1,327,165
Exchange adjustments f& i % 1,991
Additions NE 7,460
Transfer from properties, plant and ERAYE - BB KR
equipment (Note i) (B &ED) 35,396
Increase in fair value N AR NN 51,425
At 31 December 2009 and 1 January 2010 R-EZNF+_A=+—H
r—E—ZFF—F—H 1,423,437
Exchange adjustments T S E 42,462
Additions NE 585,987
Transfer from properties, plant and equipment — #E#E ¥ - FE L&E
(Note i) (B =) 9,500
Increase in fair value AR 68,824
At 31 December 2010 RZE—ZEF+ZA=+—H 2,130,210
Notes: B

(i) The fair value of the properties transferred from properties, plant
and equipment at the dates of transfer for the year ended 31
December 2009 had been arrived at on the basis of a valuation
carried out on that day by Messrs. BMI Appraisals Limited,
independent qualified valuers not connected to the Group.

(ii) The fair value of the properties transferred from properties, plant
and equipment at the dates of transfer for the year ended 31
December 2010 had been arrived at on the basis of a valuation
carried out on that day by Messrs. Memfus Wong Surveyors
Limited, independent qualified valuers not connected to the
Group.
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(i)

BEZTNF+-_A=+—HLEFE %%
BEADE  BERREBEZMERERARL
RVE - TREAE BN EEE B AENE
fEERD T AFBER B R A BN Z RETHE
ZBAEET -

BET-—ZF+-_A=+—HLFE ZF
BEADE  BERREBEZMERERARL
RVE - TREAR BN EEE BLAENE
HEMEFZANMITERAR - N HET
EEZEEE -




Notes to the

18.

INVESTMENT PROPERTIES (continued)

The fair value of the Group’s investment properties at
31 December 2010 had been arrived at on the basis of
a valuation carried out on that date by Messrs. Memfus
Wong Surveyors Limited, independent qualified valuers
not connected with the Group. Messrs. Memfus Wong
Surveyors Limited are members of the Hong Kong
Institute of Surveyors. The valuation was arrived at by
reference to market evidence of transaction prices for
similar properties.

The fair value of the Group’s investment properties at
31 December 2009 had been arrived at on the basis
of a valuation carried out on that date by Messrs. BMI
Appraisals Limited, independent qualified valuers not
connected with the Group. Messrs. BMI Appraisals
Limited are members of the Hong Kong Institute of
Surveyors. The valuation 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.

onsolidated Financial Statements 42 & B i SR & Mzt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

18.

REWE w)

AEBREYER -_E—EE+ A
S+—BZATENREREEY EEE
2B A BB A Z R R T E R
AR RZBRTHEZ EEER - &6
HAETERA R AT SIEHE2eE
g RAEEDSERUDELSEEY

MZREEE

FEBRENVER_ZZNF+ A
=+ —RZAFEDNREREEL EES
2B RERGEMTMBEFEERA
ARZBETHEZEEEZR - AR
FEERATRBRNEMBEGE - B
RIEET2ERUNEXZEEZTZE

HEE e

AEBEARDE S HENEETRFLE
MORBZAEMFEED - BFBRFE
BAFE - YD ERINEREYE -
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

18. INVESTMENT PROPERTIES (continued)

The carrying value of investment properties shown above

comprises:

Property interests situated in & FHIALREEEHE

Hong Kong under: WK
Medium-term lease H ERFE )

Property interests situated T HITRLIREA AN
outside Hong Kong under: BEZYERER
Medium-term lease R AR )

Long lease RHEL

150 Annual Report 2010 Kingboard Chemical Holdings Limited
—T-ZEFH BEtTER

18. BEWX (&)

A ERTRREYEREERR -

31.12.2010 31.12.2009 1.1.2009
R-B-BF RZTThF RZEZNF
+=A=+—8 +=A=+—8H —A—H
HK$’000 HK$’000 HK$’000
T FH&T FAT

5,600 3,840

1,387,037 1,297,600

30,800 25,725

1,417,837 1,323,325

1,423,437 1,327,165
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onsolidated Financial Statements %4 B 3 R & M =*
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

PROPERTIES, PLANT AND EQUIPMENT 19. Y¥ - BERXME
Property,
Furniture, plant and
fixtures equipment
Freehold Buildings Leasehold Plant and and  Transportation under
lands  forownuse improvements  machinery  equipment equipment  construction Total
X by & i3
B BRET NERE  EEREE  RERRE EaRE  EERRE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tn Tén Fén Tn Tén Fén Tn Tén
cosT A
At 1 January 2009 REFENF-A-H 60,738 2,791,255 394,766 16,892,510 507,748 306,742 2,118,621 23,072,386
Exchange adjusiments B AT 88 4438 628 26,859 807 488 3,369 36677
Addtions HE - 5811 19,028 883,445 7,082 9,353 1,711,307 2,635,976
Acquired from acquisiion of subsidiaries  WEHBARMED
(Note 38) (M:x38) - - - 673,445 109,460 2,965 - 785,870
Disposals and wrie off WERMH - - 20,208 (344,033) (42,262) (24,580) - (431,083)
Disposal of subsidiaries (Note 39) HENBAR(KE9) - - - (463612) (1,714 (3849) - (469,175)
Transferred to investment BRERENE
properties (Note) (M) - (33545) - - - - - (33,545)
Reclassfications Exiv] - 111312 3,959 1,741,238 191,601 - (2,048,110) -
At31 December 2009 and RESENFTZA=1-8
1 January 2010 k=5-%5-5-A 60,826 2879271 398,173 19,409,852 772,672 291,119 1,785,193 25,597,106
Exchange adjustments EREE 86 69,075 12,385 618,858 30,920 4917 87,553 823,854
Addtions HE - 5,084 30,469 536,985 102,901 10,682 1,057,229 1,743,350
Accquired from acaquisttion of subsidiaries K BL ATER
(Note 38) (F238) - 3685 - 249 - - - 3934
Disposals and wrte off it Rl - (209) (2972 (435,738) (29,115) ©577) - [4r7611)
Disposal of subsidiaris (Note 39) HEMBAR(KE) - (30,215) - (428737) 2,967) (687) - (462,606)
Transferred to investment properties BRELANE
(Note) (M) - (4.961) - - - - - (4.961)
Reclassiications Eriv ] - 87,345 101,727 838,426 119971 - (1,147,469 -
At 31 December 2010 RZE-BF+2f=1-R 60,912 3,009,075 530,782 20,539,895 994,382 296,514 1782506 27,223,066
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19. PROPERTIES, PLANT AND EQUIPMENT 19. ¥¥ - - BEKRZRE®)
(continued)
Property,
Furniture, plant and
fixtures equipment
Freehold Buildings Leasehold Plant and and  Transportation under
lands ~ forownuse  improvements machinery  equipment equipment  construction Total
KA b B fi-2ES
EELH BRET NEEE  EEREE  ZERRG EaRE  ERRRE EH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR &R TR TER TER FEn
DEPRECIATION AND IMPAIRMENT FERAE
At 1 January 2009 REFENE-A-H - 377,569 152,779 5,386,132 166,234 101,394 - 6,184,108
Exchange adjustments EEE - 600 243 8,564 264 161 - 9,832
Provided for the year TEERE - 57,101 45390 1621,153 62,124 25,552 - 181,320
Eliminated on disposals and write off HEREEIIE - - (19,855) (199,742) (18,829 (4.241) - 242,667)
Elminated on disposal of subsidiaries B A T
(Note 39) (H3ts0) - - - (8.251) (559) 428) - 923)
Elminated on transfer to investment SRERENEN
properties (Note) () - (3,728) - - - - - (3,728)
At 31 December 2009 and RIEEAE+-R=1-Bk
1 January 2010 “3-%5-f-8 - 431542 178,667 6,807,856 209,238 122,440 - 7,749,633
Exchange adjustments B 3E - 11210 11,306 191,510 7,543 317 - 204,686
Provided for the year TEEAR - 64,731 61,200 1,774,652 128,006 20740 - 2088419
Elminated on disposals and write ot~ HiERE R - (178) (26%9) (331,477) (24459) 8415) - (367,.228)
Elminated on disposal of subsidiaries ~ HENE AT
(Note 39) GREY) - (5,547) - (8,285) (17 68) - (14,077)
Eliminated on transfer o investment EETRRNER
properties (Note) () - 2,729 - - - - - (2,729
At 31 December 2010 RZE-TE+ZA=1-8 - 499,029 248,454 8,434,256 320,151 146,814 - 9,648,704
CARRYING VALUES SHE
At31 December 2010 RZZ-ZF+-A=+-R 60912 2510046 29138 12,105,639 674,231 149700 1782506 17,574,362
At 31 December 2009 i o 60,826 2447729 219616 12,601,996 563,434 168,679 1786193 17847473
At 1 January 2009 R-FRNF-A-B 60738 241368 1087 11638 34151 6B 2018627 16885278
Note:  During the years ended 31 December 2010 and 2009, the Wi HEZZE-ZER-TTNEF+ZA=+—H

Group changed the use of certain of its leasehold properties
and rented them out to independent third parties for rental
income. When there was a change in use, upon the transfer from
properties, plant and equipment to investment properties, these
properties were revalued at fair value with a gain on revaluation
of approximately HK$7,268,000 (2009: HK$5,579,000), which
has been credited to the property revaluation reserve.
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WHEE - AEEREETROMERS @ HiH
MPBUE =7 - WESHESKA - HARE
B ERDE  BERRKBPEBEZREYD
W ZEMERATESRE  SHEELD
47,268,000/ 7T (ZZZ NLF : 5,579,000/
JT) ' BRFAMESERHE -
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19.

20.

PROPERTIES, PLANT AND EQUIPMENT 19. ¥ - BMERFZRE®)
(continued)
At 31 December 2010, the Group’s freehold lands of R-ZE—ZEF+_A=+—H &&E
HK$60,912,000 (2009: HK$60,826,000) are situated HE60,912,000F L ( ZETNF -
outside Hong Kong. The Group’s buildings for own use 60,826,000 7T, ) 5k A EE & + b (7 A &
are situated outside Hong Kong with medium-term leases BN e RZBEENFN_TE—ZF+ A
as at 31 December 2009 and 2010. =+—HB AEENUFEBENSEERE
FRIREABFIN
The above items of properties, plant and equipment BEEYE  BMEREZEI - Lt
other than those under construction are depreciated on a MENFEBEUNEGEERTIEEL
straight-line basis at the following rates per annum: RARITE -
Freehold lands Nil KAERETH BB
Buildings for own use Over the remaining unexpired BREF IRBHELYRNFISBRKRT
terms of leases or fifty /) HA gk 504 (LA
years, whichever is the A E A
shorter
Leasehold improvements  Over shorter of lease terms or TRA R LB A EEIS
10-20% 10 - 20% (LAE 2
ERE)
Plant and machinery 10 - 20% W F Rikes 10 -20%
Furniture, fixtures and 10 - 331/3% R - HENEE 10-3373%
equipment
Transportation equipment  10% — 20% BRRE 10% - 20%
PREPAID LEASE PAYMENTS 20. FENHEEFIE
All of the Group’s prepaid lease payments are prepaid for REBE 2 IFBNEERIBN AT AIEIGD
medium term leasehold land outside Hong Kong. HAFRAD + 3t 2 S RIE o
31.12.2010 31.12.2009 1.1.2009
R-B—Z2F RIZZTNEF RIZZZENF
+=A=+—H +=—A=+—H —HA—H
HK$’000 HK$ 000 HK$’000
FERT FHT FAT
Analysed for reporting mEMESFTAOT
purposes as:
Current assets mEEE 23,617 22,667 32,103
Non-current assets FRBEE 919,313 933,230 1,499,021
942,930 955,897 1,531,124
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For the year ended 31 December 2010 2 =& —

20.

154

PREPAID LEASE PAYMENTS (continued)
Movements of prepaid lease payments are as follows:

FE+Z A= —AIEE

20. FEHEEFRE#)
BNEERES M -

its intention to develop a parcel of land in the PRC for sale
purpose rather than for own use. As a result, the prepaid lease
payments of HK$538,144,000 was transferred to properties held

for development during that year.

The lease term over which the prepaid lease payments
are amortised ranged from 35 years to 50 years.

538,144,000/ L85 #

BNEERER
B3H o
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HK$’000
FHT
At 1 January 2009 RZZEZTNF—H—H 1,631,124
Exchange adjustments RS 2,297
Additions NE 21,824
Acquired from acquisition of a subsidiary U B — FEI B BB /A ) T JEER
(Note 38) (PF7E38) 28,300
Transfer to properties held for development TSR R Y
(Note 28) (Note) (Mi5E28) (FiFE) (538,144)
Disposal of subsidiaries (Note 39) HHE T A R (HFE39) (69,457)
Charge for the year NEELH (20,047)
At 31 December 2009 and 1 January 2010 RIEBEZNF+-_A=1+—HEK
—E—-ZTF—H—H 955,897
Exchange adjustments T S E 36,325
Additions NE 135,205
Disposals k= (172,9793)
Acquired from acquisition of subsidiaries W BE BT /B A B T € ER
(Note 38) (Ki7E38) 15,953
Disposal of subsidiaries (Note 39) HEWB AR (M7E39) (6,645)
Charge for the year REEZH (20,832)
At 31 December 2010 R-Z—ZTF+_-_A=+—H 942,930
Note:  During the year ended 31 December 2009, the Group changed iz : BEZTTAFT-_A=+—HLFE &&

BB NREN BN ERER BB
RA#RHE - Bt RFABENEEREA
EFERVE -

35 E505 5 TH Hf
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21.

onsolidated Financial Statements 4R & B i 3R &R MizT
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

GOODWILL e
HK$’'000
FABT
CARRYING VALUE REE
At 1 January 2009 RZZEZNF—H—H 2,005,658
Arising on acquisition of a subsidiary (Note 38) k& — &I MTE A =1 2= 4 (H13E38) 179,849
Arising on acquisition of additional interests U B I B8 A R BBIME & i B2 A
in subsidiaries 102,642
At 31 December 2009 and R-EE A=1+—HkK
31 December 2010 =% A=+—H 2,288,149

Particulars regarding impairment testing on goodwill
arising from acquisition of subsidiaries are disclosed as
follows:

For the purposes of impairment testing, goodwill has
been allocated to the groups of cash generating units
(“CGU”) comprising laminates, PCBs and chemicals
operating segments. At 31 December 2010 and 2009,
the carrying amounts of goodwill allocated to the
laminates, PCBs and chemicals groups of CGUs were
approximately HK$390,781,000, HK$1,717,519,000 and
HK$179,849,000, respectively.

The recoverable amounts of the laminates’, PCBs’ and
chemicals’ groups of CGUs have been determined based
on a value in use calculation. Goodwill is expected to
generate cash flow for indefinite period. To calculate
this, cash flow projections are based on five year periods
financial budgets approved by senior management.

BRIREEIB A AL 2 R 2R E
HESHBOT -

BEEANRNE  SEESRFRIEER
ER - ENRIARBE R b TE e 48 & 9 B
ZHESELSEN([BeEESEM])AER -
RIE—ZFER-_TTNF+_A=1+—
A5B FEMER - RIS R R TE
mBRSEEEMMAR 2 HERMED BIL
390,781,000 7T ~ 1,717,519,0005% 7T
%179,849,000/ 7T °

EMER - DRIRERMMETERZERS
EEBMAR Z AT e & IR B EER
BXET  RUNERERPELRERN
B RIFEERER  BEREBANE
BEREBAUEZ A FHMBRBEERE

=
=] i
.
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For the year ended 31 December 2010 2 =& —

FEI A= —ALFE

21. GOODWILL (continued) 21. ®HEw®)
The key assumptions for the value-in-use calculations for BIRER - EDRIRBER Mt TEMREE
the CGUs of laminates, PCBs and chemicals business KN ZEREEE R TE/HEMT
segments are as follows:
Laminates PCBs Chemicals
ERER ED il 43 B AR tIER
2010 2009 2010 2009 2010 2009
B2 —TTNF ZT-BF —TTNF ZB-TF —TTHhF
Discount rate  #7I % 13% 13% 12% 12% 15% 15%
Growth rate ERE 5% 5% 4% 4% 4% 4%
The key assumptions are determined based on the unit’s FTEBENIEZEUAERAREEEY
past performance and management’s expectations for the MR AEEE - B NHEEETE
market development and does not exceed the average FHRHERE - BATFHRECRER
long-term growth rate for the relevant industries. The cash ERTHREME -
flow beyond the five year period are extrapolated using
zero growth rate.
Since the recoverable amount of the cash generating unit HRRESELBMZATKESERRER
is higher than its carrying amount, the Directors consider HE G WEERE  PNREHHE ?Eﬁ =hvd
that the carrying amount of goodwill at the end of the P EREEY R EIRENRE -
reporting period is not impaired.
22. INTERESTS IN ASSOCIATES 22, RABE QT ZER
31.12.2010 31.12.2009 1.1.2009
R-B-—ZF RITZTNF RIZTTIF
+=BA=+—8 +=—A=+—H —H—H
HK$’000 HK$ 000 HK$’'000
THET FAIT T
Cost of investments in REEE AR ZIRE
associates: B
Unlisted in the PRC AR L 211,230 211,230 431,089
Share of post-acquisition FE(EBEE R R T &
profits and other Hth2EKE
comprehensive income, (BB E)
net of dividends received 353,217 287,089 255,044
564,447 498,319 686,133
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22. INTERESTS IN ASSOCIATES (continued)
At 31 December 2010 and 2009, the Group had interests
in the following associates:

FE+Z A= —AIEE

22, REERQ 12%§a
WE—FER-FEAF+ZA=+—
$%l%ﬁMTW%QT%§:

Proportion of
nominal value of
Form of Place of Principle registered capital/
business registration/  place of issued share capital
Name of entity structure incorporation operation held by the Group Principal activities
i/ FTEEX AKEfEE
ERER EBEBKRX  RUBH e ZMER ERORAEELS — TEEE
31.12.2010 31.12.2009
R=2-BF  RN_TTNF
t=A=+-B +=A=1-A
CNOOC Kingboard Incorporated  PRC PRC 40% 40%  Manufacture and
Chemical Limited* Ea /Al M Ml distribution of
PERRRE L IARAG! methanol
SERDHTE
AL EREERAR  Incorporated  PRC PRC 49% 49%  Coal mining and
Az H FE distrioution of coals
BRARRS #
ERICTEHMBERRT  Incorporated  PRC PRC N/A N/A* Refining and distribution
(BRILT) RaliZav H FE TER A of chemicals
RERS W IER
# These companies were established in the PRC in the form of # IEERRTAFINEEEEBEHAIEFEK
Sino-Foreign Equity Joint Ventures. i o
* H &/t T became a non-wholly owned subsidiary during the year ERICINBZE-ZTNAF+-A=+—HIit

ended 31 December 2009.

Included in the cost of investments in associates
at 1 January 2009 was goodwill of approximately
HK$147,087,000 arising on acquisition of &/t T in
prior years, the Group’s associate. The movement of
goodwill is set out below.

FEARAIFZEERMBERE -

R-ZEZNFE—F—H REEQFZE
BRABEREANEB AT EER L QA

BERAL T3 2 BB #)147,087,0008 7T °
PR BETIINT

HK$’'000

FBT

At 1 January 2009 R-ZEZNF—H—H 147,087

Transfer to goodwill of a subsidiary HRE B AT 2R (147,087)
At 31 December 2009 and 2010 RIZZEZNFR-_ZT—ZF

+=-—A=+—8 -
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

22. INTERESTS IN ASSOCIATES (continued) 22,
The summarised financial information in respect of the
Group’s associates is set out below:

REBE QT 2R E)
AEEHL DT T MBS

2010 2009
—e-%F  —TIhE
HK$’000 HK$’000
FHRL FH

Total assets BEHEE

Total liabilities afEEs

Net assets BEFE

Group’s share of net assets of B FE(REEE A A
associates BEFE

Revenue (Note) BB

Profit for the year (Note) AEEHEA (M)

Other comprehensive income REEEMEEKE
for the year (Note) (fF3E)

Group’s share of profits of REBEGEBE QR
associates for the year (Note) REE 2B A (H7E)

Group’s share of other REE RN E A A
comprehensive income of REEZHMMEE
associates for the year (Note) Wrzs (MI3E)

Note: ~ The amounts in 2009 included the revenue, loss and other
comprehensive income of & /1t T for the period from 1 January
2009 to the date of which E /& {t. L ceased to be an associate
of the Group during the year ended 31 December 2009.
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1,004,951
(673,695)

1,231,256

498,319

2,563,989

89,192

1,977

64,252

796

i RoEENFZZELRERERMEIH-ZF
ENF-A-BERBE-_TTAF+ A
=t HIEFEATBAREERRE QR
ZEEE - BRRAMEERKS -
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23. AVAILABLE-FOR-SALE INVESTMENTS 23. AHHERE
Available-for-sale investments comprise: At ERERE
31.12.2010 31.12.2009 1.1.2009
R-B-—FF RITTNAEFE RZZTTHAF
+=A=+—H +=A=+—H —HA—A
HK$’000 HK$’000 HK$'000
FExT FAT FET
Listed investments, at fair value: ET#%E& » IR AFE
Equity securities listed REB LT ZRAZS
in Hong Kong 566,912 759,923
Equity securities listed RER L2 IRAFHS
in United States 619,632 -
1,186,544 759,923
Unlisted bond securities BALEMETABRITZ
issued by listed issuers FEEMESFHS
in Hong Kong, at fair value BATEPFE)
(Note i):
— perpetual bond with a fixed - BEBFE6EZEE
coupon interest at 6% XAEES
per annum - -
— bond with a fixed coupon -BEEBFE86ELZ
interest at 8.6% per annum BEERS - WK
and maturity date on 2016%F12A1H
1 December 2016 ZI|Hf - _
— bond with a fixed coupon - HAEFR9.62EZ
interest at 9.62% per annum  EEEH - TR
and maturity date on 201748 A3H
3 August 2017 b - -
Unlisted equity investments, I LEMBRALE -
at cost RN
— private equity investments in = — TEFRE 2 FLEM AR
the PRC (Note i) & (ki) 20,325 20,325
— private equity investment in - — FE & 2 ALERRAR
Hong Kong (Note iii) && (B i) - -
20,325 20,325
Total A5t 1,206,869 780,248
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23.

AVAILABLE-FOR-SALE INVESTMENTS
(continued)

At the end of reporting period, all listed available-for-sale
investments are stated at fair value. Fair values of those
listed investments have been determined by reference to
bid prices quoted in active markets. Fair values of those
unlisted bond securities have been derived from valuation
techniques using inputs that can be observed in the
market in addition to unobservable inputs. The unlisted
equity investments are stated at cost as their fair values
cannot be measured reliably.

Notes:

(i) During the year ended 31 December 2010, the Group purchased
unlisted bond securities issued by listed issuers in Hong Kong.
These unlisted bond securities were designated as available-for-
sale investments at the date of acquisition.

(ii) The unlisted equity investments represent (i) 11.34% (2009: 10%)
equity interest in an unlisted private entity established in the PRC
which is engaged in hotel operation; and (i) 5% (2009: 5%) equity
interest in an unlisted private entity established in the PRC which
is engaged in property development. They are measured at cost
less impairment at the end of the reporting period because the
range of reasonable fair value estimates is so significant that
the Directors are of the opinion that their fair values cannot be
measured reliably.

(iii) During the year ended 31 December 2010, the Group subscribed
for 10% interest in a private entity incorporated in the British
Virgin Islands which is engaged in the property development
business in Hong Kong. The investee currently holds a number
of properties in a building situated in Hong Kong which is
intended for redevelopment purpose (the “Redevelopment
Project”). The total participation amount in the Redevelopment
Project committed by the Group amounted to US$21,000,000
(approximately HK$163,800,000) and the Group has contributed
approximately HK$144,883,000 as part of the participation as at
31 December 2010.

The investment is measured at cost less impairment at the end
of the reporting period because the range of reasonable fair value
estimate is so significant that the Directors are of the opinion that
its fair value cannot be measured reliably.
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onsolidated Financial Statements %4 B &R R MisE

AHtHERE®)

RIEREERER  ABEAIHRHE LT
BEDRAVEIER - ZFLHEREZR
FEDIESEZIRARN SRR ER
E o x B LMEFEF A FEMARG
B ATS EABEZEE AR
BRZIEE - TUEE - AR 8ER SEaT
B ETRARE ZAFE - #URKAT)
B o

GEE

0} HE_Z-—ZFT_A=+—HLEFER K
SEBERE LMETARITZELDESE
% o REF LMEFESNKEE BT R
A ERE

(i) b3 BT AR E ()RR BRI 23 L
TALEER211.34%(ZFFBNEF : 10%) %
o REBRBEEEERE RGN EK
Y2 EETIEER 5% (—FZNF : 5%)
etk - ZEBUEVEER - ARAFEZE
EREEERA  BEEERR/AEAETH
HRVE S ETBRARERGSEHEER
B RIERAMBRRERH -

(iii HE-_Z-TF+-_A=+—ALFER " K
SERE RN EB RS MK 2R
BEZI0%0E  ZLEAEBRESREY
ERRER - WIREHREA —RUINES
ZIBFLEAMESRL g AERTER(ER
ED - AEESTHERNBZBSEA
21,000,000 7T ( 47163,800,0005& 7T.) © A =
T—THFE+_A=1+—8 AEEHL2TE
E449144,883,0008 7T ©

REEHERER  ARATFEZAEGBHER
EREX  BEEER/AREAEFEFALAT
B - MR ERA AR ERE -
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23. AVAILABLE-FOR-SALE INVESTMENTS 23. n#tHE&RE#)

(continued)
Included in available-for-sale investments are the following AHEEREBRETYIAERETEHE
amounts denominated in a currency other than the REEMELASNE B G THE 2 ZREE -
functional currency of the group entities to which they
relate:
2010 2009
—E-FF —ETNF
Amount Amount
o] e
’000 ’000
T
Us$ ET 79,440
HK$ BIT 587,237
24. INTERESTS IN JOINTLY CONTROLLED 24. RHEFZ4FIEE &R
ENTITIES
31.12.2010 31.12.2009 1.1.2009
R-ZB—ZF RIZZTTNF RIZZTINF
+=A=+—H +=A=+—H —HA—H
HK$’000 HK$'000 HK$’'000
FET FAET FAT
Cost of unlisted investment  HEEH|E 82
in jointly controlled entities JEETIRERA 15,953 15,953
Share of post-acquisition FE(GUREE 1S 518
losses (26,065) (23,740)
(10,112) (7,787)
Amounts due from jointly FEU AL BT 5 8
controlled entities (Note) R (FTEE) 18,222 18,222
8,110 10,435
Note:  The amounts due from jointly controlled entities are unsecured, MieE . BHREGIERFEAEER 28 A8
interest-free, with no fixed repayment terms and are not BB - BENA R RER -

repayable in the foreseeable future.

Annual Report 2010 Kingboard Chemical Holdings Limited 161
—Z-ZHFR BELIER



Notes to the Consolidated Financial Statements 424 B & 3R = Mzt
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24, INTERESTS IN JOINTLY CONTROLLED 24.
ENTITIES (continued)
Included in the cost of investment in jointly controlled
entities is goodwill of approximately HK$10,943,000
(2009: HK$10,943,000) arising on the acquisition of jointly

REREZEFIER 2 Es)

REREHERRERABIEBAEEER
B AL R4 ) BB P A A A 8049 10,943,000
BT (2T AFE - 10,943,00087T) 7 7

controlled entities in prior years. 2=,
Goodwill
5k
HK$'000
FHT
CARRYING VALUE BREE
At 1 January 2009, 31 December 2009 and RZEZENF—A—H -
31 December 2010 —EENF+_A=1t—H8K

—E-ZEF+-A=+—H 10,943

At 31 December 2010 and 2009, the Group had interests
in the following significant jointly controlled entities:

RZE—ZEFER-_ZFTNF+_A=+—
B AEER T ERKEREHEEHRS

Ny

Eam :
Place of Proportion of
Form of registration/ nominal value of registered/
Name of jointly business incorporation issued capital Proportion of
controlled entity structure and operation held by the Group voting power Principal activity
o/ EMRY AEEFASEEEMER/
HEEHERAR XBRBFS REXBE BRTRAEERLS RREAI TEEH
2010 2009 2010 2009
—E-BE “TTNE ZB-FF “TTNF
Concord Modern Technology  Incorporated  Hong Kong 50% 50% 50% 50%  Manufacture and sale
Limited AL 00 of optical discs
RERHBRAR BHER S
Full Summit Development Incorporated  Hong Kong 50% 50% 50% 50%  Manufacture and sale
Limited AL 00 of optical discs
HIEERBRAT BHER S

162 Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER



Notes to the Consolidated Financial Statements %24 B & 3R = MizE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

24.

INTERESTS IN JOINTLY CONTROLLED 24. RiEE4IEE RS 2

ENTITIES (continued)
The summarised financial information in respect of the PAMEZSSEDIBE 2 AR EE 2 HE) | Z ek
Group’s interests in jointly controlled entities which are WP EE R T

accounted for using the equity method is set out below:

2010 2009
—E-ZF ZEENF
HK$’000 HK$’000
FExT FET
Total assets BEEE 24,571
Total liabilities affnsE (45,626)
Net liabilities aEFE (21,055)
Group’s share of net liabilities of R [E FE (G L[R5 )
jointly controlled entities BERAaEFE (21,055)
Revenue EEEEE 25,996
Loss for the year NEEEIE (2,325)
Other comprehensive income AFEEHMEEW S
for the year -
Group’s share of loss of jointly AEE RN RS EE
controlled entities for the year REEZEE (2,325)
Group’s share of other REE (L H RGBS

comprehensive income of jointly REE 2 Ha2mEES
controlled entities for the year
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

25. NON-CURRENT DEPOSITS

Non-current deposits for ERHETE BE -

— acquisition of properties, —EEME - WE
plant and equipment KRB A (P )
(Note i)

- acquisition of investment —BEREmE
properties (Note ii) (P &)

Notes:

The amounts represent deposits paid for the acquisition of
properties, plant and equipment, and the deposits will not be
realised within twelve months from the end of the reporting
period. Accordingly, the amounts were included in the non-
current assets.

The amounts represent deposits paid for acquisition of
investment properties situated in the PRC.
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25. FREETE
31.12.2010 31.12.2009 1.1.2009
R-B-8BF R-ZTThAFE R_ZTNF
+=A=+—H8 +=—A=+—H —A—H
HK$’000 HK$’'000 HK$’000
FET FAET FBT
511,659 1,413,450
511,659 1,413,450

B

(i)

RBERBEENE  BFERRES N ZET
& o REAEREHRARA R 1208 A
ATBEEE - Bt - ZEFHEAHAFRBE
=

FIEIERB B NP ENEEM R XN ZET
e
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

26.

.
INTANGIBLE ASSETS 26. MELAE
Mining Know-how
right fee Total
PRugRE BEARE &t
HK$°000 HK$°000 HK$°000
THERT FExT FHET
COST R
At 1 January 2009 RZZEZNF—HA—H 768,833 3,736 772,569
Exchange adjustments b H TR 698 6 704
Disposal of a subsidiary — H&E—FEHBAT
(Note 39) (Fff339) (769,531) - (769,531)
Disposals & - (137) (137)
At 31 December 2009 and A=—ZZAF+-_A=+—H
1 January 2010 rZFE—LTF—H—H - 3,605 3,605
Exchange adjustments PE 54, 3% - 144 144
Disposals & - (2,304) (2,304)
At 31 December 2010 RZE—FF+-A=+—H - 1,445 1,445
AMORTISATION 8K
At 1 January 2009 RZZEENF—HF—H - 2,427 2,427
Exchange adjustments FE 3 s % - 5 5
Charge for the year REEZH - 688 688
Eliminated on disposals ~ H &85 - (137) (137)
At 31 December 2009 and A=ZZhE+-A=+—H
1 January 2010 ;=T —ZTF—F—H - 2,983 2,983
Exchange adjustments P& H TR - 70 70
Charge for the year REEZH - 696 696
Eliminated on disposals HERF T - (2,304) (2,304)
At 31 December 2010 R-Z—ZF+-A=+—H - 1,445 1,445
CARRYING VALUES BREE
At 31 December 2010 R-E—ZTF+-A=+—H - - -
At 31 December 2009 RZZEENF+=-_A=+—H - 622 622
At 1 January 2009 R-ZEZENF—HA—H 768,833 1,309 770,142

Know-how was acquired from third parties, has finite useful
life and is amortised on a straight-line basis over 5 years.

A58 = 77 Wi 2 B R A Bl E A (E A F
B WIREREERDFREHE -
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For the year ended 31 December 2010 &2 —FE—FF+ - HA=+—HIFF/Z

27. INVENTORIES

Raw materials Rk
Work in progress TR
Finished goods BURK

28. PROPERTIES HELD FOR DEVELOPMENT

Carrying amount of properties {3 EEEEE ¢
held for development:
Current assets RENVEE

Non-current assets SEMENEE
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27. EE&
31.12.2010 31.12.2009 1.1.2009
R=-B-—ZTF RZZTTNF RZZTTNF
F=EEAr=E =A== —HA—H
HK$’000 HK$'000 HK$’000
FET FAET FH&T
2,438,652 1,744,933
721,430 594,830
294,623 221 571
3,454,705 2,561,334
28. FEEWE
31.12.2010 31.12.2009 1.1.2009
R-B-BF R-ZTThF NRZEZNF
+=A=+—8H +=-—A=+—H —A—H
HK$’000 HK$’000 HK$’000
FET FHBT FHBT
1,980,068 -
- 233,135
1,980,068 233,135
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For the year ended 31 December 2010 &2 —FE—FF+ - HA=+—HIFF/Z

28. PROPERTIES HELD FOR DEVELOPMENT 28. S%EWX &)
(continued)
Movements of properties held for development are as FHEREESENOT
follows:
HK$'000
T
At 1 January 2009 RZZEZNF—H—H 233,135
Exchange adjustments PE 5 A% 350
Additions NE 763,152
Acquired from acquisition of a subsidiary W i — FEI B B A R T 22 ER
(Note 38) (Mf7£38) 445,287
Transfer from prepaid lease payments EEeTENHEERE
(Note 20) (M$7£20) 538,144
At 31 December 2009 and 1 January 2010 RZEZNF+_A=+—HRK
—E-TF—H—H 1,980,068
Exchange adjustments [ 7, 79,208
Additions NE 2,566,128
At 31 December 2010 RZE—ZEF+-A=+—H 4,625,399

Properties held for development are situated in the PRC
with medium-term leases and are stated at cost at 31
December 2010 and 2009.

During the year ended 31 December 2009, the Group
completed the acquisition of the remaining pieces of lands
in the PRC for property development and the properties
held for development of HK$233,135,000, which was
classified as non-current assets at 1 January 2009, was
classified as current assets during that year.

Properties held for development are classified as current
assets as the properties are held for development for
sale purposes. At 31 December 2010, the amount of
properties held for development classified as current
assets that are expected by the management to be
realised after next twelve months from the end of
the reporting period was HK$4,625,399,000 (2009:
HK$1,980,068,000).

RZFE-ZFR_FTNF+_A=1+—
A FERYROCNTE - 2P RR0RE
A - WIRAATI -

R-ZZENF—A—HBHHEAERBEE
2233,135,0008 LFERMECNFANE
MOBEARDEE  BAASEREZ=-ZF
TANF+ A=+ BLEFERAD KRR
BB AR T 2 R RERR A -

HERWEEHYEARDEE  REARRF
ERMEFEAIHREEDE - BEEE
THE - RS EMARE AR ARK12
BABER YREE-T—ZF+=-A
=T —RLEFESEARDEEZHER
Y% & %8 54,625,399,0008 L (=TT N,
£:1,980,068,000/7T) °
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29. OTHER FINANCIAL ASSETS 20. HMHKEE
Trade and other receivables and prepayments BoLEMERER BEARER
and bills receivables EWEE
31.12.2010 31.12.2009 1.1.2009
R-B-—BF RZTIF RZEZNF
+=A=+—8 +=—A=+—H = E=[8
HK$’000 HK$’000 HK$’000
FHBT FHT FET
Trade receivables =) TGN 4,400,602 3,985,533
Advance to suppliers TERHHL e R RUIE 854,079 232,595
Other receivables and Eo A R BR T
prepayments SENE 991,101 772,189
6,245,782 4,990,317

168 Annual Report 2010 Kingboard Chemical Holdings Limited
—T-ZEFH BEtTERE



Notes to the Consolidated Financial Statements 434 B &SRR MiaE
For the year ended 31 December 2010 #Z —F—F#F+ - A=+—HIFFZF

29.

OTHER FINANCIAL ASSETS (continued) 29. HtMBEEw)
Trade and other receivables and prepayments B EMERERS  BEAFER
and bills receivables (continued) FEWEREZ)
The Group allows credit periods of up to 120 days, REBATFTESRPZEEHREA120
depending on the products sold, to its trade customers. H RTFHEMNEMME o KOS A
The following is an aged analysis of trade receivables at HERALE - BHREBRR KRBT ¢
the end of the reporting period:
31.12.2010 31.12.2009 1.1.2009
R=B—FF RIZZENF RIZTTIF
+=A=+—H +=A=+—H —HA—H
HK$°000 HK$'000 HK$'000
THET FHT FHT
0-90 days 0£90H 4,190,710 3,719,464 2,788,189
91-180 days 91Z2180H 907,357 621,029 1,138,520
Over 180 days 180H A 61,177 60,109 58,824
5,159,244 4,400,602 3,985,533

All bills receivables of the Group are aged within 90 days
at the end of the reporting period.

Before accepting any new customers, the Group has
an internal credit grading system to assess the potential
customers’ credit quality and the board of directors
has delegated the management to be responsible
for determination of credit limits and credit approvals
for any customers. Limits and scoring attributed to
customers are reviewed every year. 88% (2009: 91%)
of the trade receivables and 100% (2009: 100%) of the
bills receivables that are neither past due nor impaired
have the best credit scoring attributable under the credit
grading system used by the Group.

Included in the Group’s trade receivable balance
are debtors with aggregate carrying amount of
HK$596,868,000 (2009: HK$405,141,000) which are past
due at the reporting date for which the Group has not
provided for impairment loss as the Group considers that
these debtors are financially stable and the management
has taken action to recover the outstanding balances.
The Directors are confident that these amounts are still
recoverable. The Group does not hold any collateral over
these balances. The average age of these receivables is
133 days (2009: 131 days).

AEBARKEEREY SRS BHELE
REKOHEZA °

EENTAFERR - AEBRI(EHAFT
LHEEIHBERF 2 EREE &3
CEAGEREREAINEFREEREE
REREEIE BFEZRERTISEF
FE - 88U (ZTTNF : 91%) 2B FE
R K 100% (ZFZLEF - 100%) 2 JE
WEgEa R E - WERNEBFEA
ZERAFEHEZ &= ERTD -

REEE 5 MR AR EE B 18 /9 1B IR
X #ARRTH (E /A596,868,000/8 L (- TF
JLEF © 405,141,000/ 70) @ RS BB
B AEBEWENZERBELRER
BEE RAALEERE  REEHA
BEkEfE - BERECRBUKERERS
BREVTTE) - EEAAE - RFHBEIMATL
UeEl - REBBLZEHEL BT H EMAIK
o ZERWRR 2 F9RER A133H
—ZETNF 1 1318) ©
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29.

170

OTHER FINANCIAL ASSETS (continued) 29. HtMBEEw)
Trade and other receivables and prepayments BELEMERERS BENFER
and bills receivables (continued) RBWREREE)
The following is an aged analysis of trade receivables RIREH - BEEERECE S EREER
which are past due but not impaired at the reporting date: ZEREEOATAAT ¢
31.12.2010 31.12.2009 1.1.2009
R=B—FF RZZZENF RIZTTIF
+=A=+—H +=A=+—H —H—H
HK$’000 HK$’000 HK$’000
THERT FAT FHT
91-120 days 91&120H 202,050 122,590 202,112
121-150 days 1212150H 260,305 168,771 191,019
151-180 days 151£180H 73,336 53,671 60,128
Over 180 days 180H AL 61,177 60,109 58,824
596,868 405,141 512,083

The Group has provided fully for all receivables that are
past due beyond 240 days because historical experience is
such that these receivables are generally not recoverable.
Allowance on trade receivables between 120 and 240
days are made based on estimated irrecoverable amounts
by reference to past default experience and objective
evidences of impairment determined by the difference
between the carrying amount and the present value of
the estimate future cash flow discounted at the original
effective interest rate.

In determining the recoverability of the trade receivables,
the Group monitors any change in the credit quality of the
trade receivables since the credit was granted and up to
the end of the reporting period. The Directors considered
that the Group has no significant concentration of
credit risk, with exposure spread over a number of
counterparties and customers.

Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER

BEESRFERNE 240 A A £ 2 IR —
REEENE - MASEHZERKERS
HIEH S - IRIEN T 120224002 B 5
EUEER 2 BE - H2ERERELRE
R A A E S BAER]  HEZE
BEEIREREEEUREE RN EITE
hErBRReREREMZ EEAE -

HEEEHEZEBERR 2 TREITR - 8%
FHRLEEEERSHRGER/L A
SEERBESREERERERZEME
B -EEZRR AEEUBEAEPEE
R - BRAZERZT TP # -



Notes to the

29.

OTHER FINANCIAL ASSETS (continued)
Movement in the allowance for doubtful debts

29.

Consolidated Financial Statements %4 B8 R & MsE
For the year ended 31 December 2010 &2 —FE—FF+ - HA=+—HIFF/Z

Balance at beginning of the year FRAE R

Impairment losses recognised on R ERER 2
receivables DERIEY e

Amounts written off as uncollectible &5~ rT Ug [~ FRIE

Balance at end of the year FREER

Included in the allowance for doubtful debts are
individually impaired trade receivables with an aggregate
balance of HK$502,232,000 (2009: HK$410,841,000)
which have either been placed under liquidation or in
severe financial difficulties. The Group does not hold any
collateral over these balances.

Included in trade and other receivables and bills
receivables are the following amounts denominated in a
currency other than the functional currency of the group
entities to which they relate:

HtuBEEE#)
RIFEREEEE
2010 2009
—B-B5% —EThE
HK$’000 HK$’000
T FHIT
358,406
90,070
(37,635)
410,841

REREECEERNEREE S EWE
o KRR B502,282,0008 T (ZET A
1 410,841,000 7T) * ZEHIBREE
AP EREIE T 2 RIE - REBERZELHE
BRI A A AR IR o

B REMBRERALERERBRE TS
NEEBERERNEEEUINESEZ
A

us$ I
HK$ BT
Euro BT

2010 2009
—g-%F  —IINF
Amount Amount
x s

’000 ’000

T

265,938

1,084,989

482
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Notes to the Consolidated Financial Statements 424 B & 3R = Mzt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

29.

OTHER FINANCIAL ASSETS (continued)

Bank balances and cash

Bank balances and cash comprise cash held by the
Group and short-term bank deposits with an original
maturity of three months or less. At 31 December 2010,
the bank balances and deposits carry interest at the
prevailing market interest rate which range from 0.01% to
1.26% (2009: 0.01% to 3.70%) per annum.

Included in bank balances and cash are pledged bank
deposits of HK$121,636,000 (2009: HK$105,622,000) at
31 December 2010 which are pledged to banks to secure
short-term banking facilities of the Group.

At 31 December 2010 and 2009, the Group had bank
balances and cash that were either not freely convertible
or were subject to exchange controls in the PRC,
amounting to approximately HK$3,609.8 million and
HK$2,980.7 million, respectively.

Included in the bank balances and cash are the following
amounts denominated in currencies other than the
functional currency of the group entities to which they
relate:

29.

Hitb i &EE )

RITEBRRERE
RITEBRERCREAERBEZEE R
RSB A=EAA T ZEHETE
HeM-—E—TF+-—A=+—H - R7T
HERRFHIRRITTSFNENF0.01E
E126E (=TT N4 : N T0.01EZE3.70
)RR -

R-T—FTFE+-_F=+—0H - BT
NI & BIEE BRI TIF£121,636,000%
TT(ZZTTNEF 1 105,622,00087C) * %5
EERRTT R ABITER - (EAAE
E R HRTTRVE MR -

RIEBE-—TFERZTTNFF+_A=+—
B REETAEHERKATFEIME
EHFRR 2 RITERER DO R
3,609,800,0007% 7T. %2.2,980,700,0007 T, °

RITER LR BRETIIASEE LA
ZNBEE B IASNEEETHEZ R

2010 2009

—ZT-ZF T NEF

Amount Amount

x-) ]

’000 ’000

T T

uss$ ET 83,548 125,833
HK$ BT 673,339 1,104,076
Euro BT 2,814 6,694
JPY = 7,612 7,348
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Notes to the Consolidated Financial Statements %24 B & 3R = MizE

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS 30.

31.12.2010
R-2-ZF
+=A=+-A

Assets Liabilities
gE 8
HK$000 HK$’000
FTET TET

Interest rate swap contracts ~ FI&RIEEIA4)
- derivatives under hedge  — A% &EH %515

accounting ZUTHETA
~ derivatives not under — I AE R A
hedge accounting FlER 2 OTETA
Commodity forward contracts 7 iz B4 4)
Foreign currency forward HNEREIAL
contracts
Analysed for reporting RIBEDIOT -
purposes as:
Current i)
Non-current EL i)

TESMIA
31.12.2009 1.1.2009
RZZTNE RZTZNF
+-A=1+—H —A—H
Assets  Liabilities Assets  Liabilities
BE afR BE =L
HK$'000 HK$'000 HK$000 HK$000
FAET FAL FAET FAET
- (182,018 - (136,961)
- - - (1,428)
- (11,628 2,454 -
- - 1,014 (612
- (143,646) 3,468 (138,901)
- (13,329 3,468 (1,940)
- (130,317) - (136,961)
- (143,646) 3,468 (138,901)
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Notes to the Consolidated Financial Statements 424 B & 3R = Mzt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

(a)

Interest rate swap contracts under cash
flow hedges

During the years ended 31 December 2010 and
2009, the Group used interest rate swap contracts
(net quarterly settlement) to minimise its exposure
to certain cash flow changes of its variable-rate
Hong Kong dollar bank borrowings by swapping
floating interest rates to fixed interest rates. The
terms of these interest rate swap contracts were
negotiated to match with those of the hedged
bank borrowings (i.e. same notional amount of
the derivatives match with principal amounts of
bank borrowings, same currency and interest rate
index). The Directors consider that the interest
rate swap contracts are highly effective hedging
instruments and have designated them as cash
flows hedging instruments for hedge accounting
purpose.

During the year ended 31 December 2010,
the hedge was 89% to 119% (2009: 97% to
115%) effective in hedging cash flow exposure
to interest rate movements. Fair value losses
of HK$44,088,000 (2009: HK$89,986,000) for
the year ended 31 December 2010 have been
recognised in other comprehensive income and
accumulated in equity and are expected to be
released to the consolidated income statement
when the hedged interest expense was charged
to profit or loss quarterly.

During the year ended 31 December 2010, an
amount of approximately HK$111,774,000 (2009:
HK$95,026,000) reclassified from equity into profit
or loss was included in the finance costs in the
consolidated income statement (see Note 12).
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HE-Z-ZER-_FFNF+=
A=+—RILEFE AEEEBR
HEEEATL  MAFXEESE
W(BEFREE)RERTEE
ZATHRITEEETHRQTEZH
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FERE Bl TAETAEZEAESR
RITEEZAEER - BERF
KIERMER) - EERA/FI X
et RBBER 2 HRITE - Wit
HHREEHEAME  lBEZEILAAR
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BE-_Z-ZTF+_A=+—H
IEFE - BEAREIFE AR
BHESREMS « i AE89%
EMI%(ZTTNF : 7% =
115%) B - BE_ZT—ZF
T A=+ HLEFEQAFERS
844,088,000/ L (ZEENF ¢
89,986,0007% 7T ) 74 H 4th 2 TH W =
MR RN AR5 - TEEE
FERTEENBEARMBRERET
GlEmERER -

BE_Z-ZF+A=1+—H1L
FE - —FREA111,774,000%8
TL(ZZZTAHF ¢ 95,026,000 7T)
MEREREIER  stAREGKRE
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Notes to the Consolidated Financial Statements 424 B i8R R Mz
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS 30.

(continued)

(@) Interest rate swap contracts under cash
flow hedges (continued)
Included in bank borrowings as disclosed in Note
32 were bank loans of HK$3,350,900,000 (2009:
HK$4,296,400,000) which were under cash flow
hedges and the major terms of the interest rate
swap contracts under cash flow hedges at the

TTE€®MIA®)

(@ BEREBEHPETFREH
anE)
RIRE B R AL - MIFES2FT#
BRTEERRRESREY IR
T4R1TE 3(3,350,900,0007 7T (=
TTHE © 4,2096,400,00078 7))
Mz L& = I T Ei=

end of the reporting period are as follows: AR EEEROT
Outstanding Notional Receive
contracts as at amount Maturity floating Pay fixed
REUT B 8 &
EHzEN HE ZIHA FRYCE S FftER
HK$’000
FHET
31 December 2010 1,423,100  Within 1 year HIBOR 2.34% to 3.88%
N5 —FR HBRITRAZERE 2.34F=3.88F
+-F=+—H
1,927,800 Within 1 to 2 years HIBOR 2.66% to 4.04%
—ZEWMFN EARITAZERE  2.66EE4.04E
31 December 2009 100,000  Within 1 year HIBOR 3.61%
NZZTNF—A—H —FR ERRITAZERE 361E
1,946,400 Within 1 to 2 years HIBOR 2.34% to 3.88%
—ZMFR HBIRITRAZERE 2.34F=3.88F
2,250,000 Within2to3years  HIBOR 2.66% to 4.04%
ME=FRX EARITAZERE  2.66EZE4.04E
1 January 2009 266,700  Within 1 to 2 years HIBOR 3.61%
NZZTZNF—A—H —ZMFR ERRITAZERE 361E
2,800,000  Within 2 to 3 years HIBOR 2.37% to 3.03%
ME=FR HBIRITRAZERE 2.37EZE3.03E
2,100,000 Within3to4years  HIBOR 2.66% 10 4.04%
ZENFR BARITAZERE  2.66EE4.04E
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Notes to the Consolidated Financial Statements %24 B & 3R R MisE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS 30.

(continued)

(b) Interest rate swap contract not under
cash flow hedges
At 31 December 2010 and 2009, the Group did
not have outstanding interest rate swap contract
not under cash flow hedges.

At 1 January 2009, major term of that contract
which did not qualify for hedge accounting under

TTE€®MIA®)

(b) FERERBEHETFIREH
a8
R-ZE-—ZFR-_TTAF+_-A
=t—H ARELEEHKEHZ
WHER £ IR E LR Z A K= 4
BH -

R-FEAE—A—B  ZTHA
RORBUHEFEFRIDAZ A

cash flow hedges was as follows: Nz FEBHEFOT

Outstanding Notional Receive
contracts as at amount Maturity floating Pay fixed
REAT B #e R
B ZER EHE ZHA FIUCER i ES

HK$’000

THERT

1 January 2009 300,000  Within 1 year HIBOR 3.40% to0 3.74%
R_ZEThF—HF—H —FR BBRITRZERE  340EZE3.74E
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Notes to the Consolidated Financial Statements 424 Bf &3k = MizE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS 30.

(continued)

(c)

Commodity forward contracts not under
hedge accounting

During the years ended 31 December 2010 and
2009, the Group entered into commodity forward
contract to hedge against part of the Group’s
exposure in copper price fluctuations. At the
respective maturity dates, the contracts are settled
net in cash with the issuers. The major terms
of the outstanding contracts at the end of the
reporting period are as follows:

At 31 December 2010

Contract amount

TTE€®MIA®)
() EUEHEHEIEZER

BHEYN
BE_ZT-ZER_ZETAF+-
A=Z1t—RLEZFE  AKLEFT
UEmERAH AR EE K
XMEREB B R - RE2H
B ZEANEBTANRSIES
HEE  ZERNREPRERER
HARBIHZ B2 EBIGEFT

R=Z2-2F+=A=t+—H

EHEH

Currency Quantity Maturity Commodity forward price
B g ZIHA AmEHRE

us$ Copper 200 metric tonnes 1 February 2011 Sell at US$8,350/metric tonne
Ev 2002 A —T——%=ZF—H ZEANES,350E T HE

us$ Copper 200 metric tonnes 1 February 2011 Sell at US$8,320/metric tonne
ESV 2002 MBS —T——%-F3—H REANES,320E T HE

us$ Copper 200 metric tonnes 1 February 2011 Sell at US$8,335/metric tonne
e 200 MBS —T—%ZA—H RE AMES, 335X T HE

us$ Copper 200 metric tonnes 1 February 2011 Sell at US$8,380/metric tonne
Ev 2002 A —T——%=ZF—H ZEANES,380E T HE

us$ Copper 200 metric tonnes 1 February 2011 Sell at US$8,365/metric tonne
ESV 20072 AL —T——%-H3—H REANES,365E T HE

uss$ Copper 1,000 metric tonnes 1 February 2011 Sell at US$8,420/metric tonne
e 1,000 AN R —T—%ZA—H REANES,420F T HE

Us$ Copper 1,000 metric tonnes 1 March 2011 Sell at US$8,900/metric tonne
Ev 1,000 W 8 —T—%=A—H ZEAIE8,000E T HE

us$ Copper 1,000 metric tonnes 1 April 2011 Sell at US$8,800/metric tonne
ESV 1,000l —E——%mA—H 1ZE ANE8,800E T HE
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Notes to the Consolidated Financial Statements 422 B 78R & Mt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS 30. fT4£€®I &%)

(continued)

() Commodity forward contracts not under (c) MIFEUEHETEIRZER
hedge accounting (continued)

At 31 December 2009

Contract amount

BHENE)

R-BEAF+TZA=1+—H

= k]

Currency Quantity Maturity Commodity forward price
=] HE A A mEEE

us$ Copper 500 metric tonnes 31 January 2010 Sell at US$6,574/metric tonne
ET 5002 WA $R —E-TF-A=+—H0 KRBAMEe574ETTHE

uss$ Copper 500 metric tonnes 1 February 2010 Sell at US$6,613/metric tonne
T 5002 A SH —T-THE_A—H REANEE,613ETHE

us$ Copper 500 metric tonnes 1 February 2010 Sell at US$6,606/metric tonne
ET 50072 MESH = REANE6,606E T HE

us$ Copper 500 metric tonnes 1 February 2010 Sell at US$6,577/metric tonne
X7 500 AW —E-TF-A—H RS ANES,57TTETLHE

At 1 January 2009

Contract amount

R-ZEBAF—-A—H

ERLE

Currency Quantity Maturity Commodity forward price
B% HE A EmEAE

us$ Copper 500 metric tonnes 3 March 2009 Sell at US$3,617/metric tonne
e 500 A ZTENF=A=H REANES,617ETHE
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d’nSdIidated Financial Statements #: & B #& R R MIzT

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

30. DERIVATIVE FINANCIAL INSTRUMENTS 30.

(continued)

(d)

Foreign currency forward contracts not
under hedge accounting

At 31 December 2010 and 2009, the Group did
not have outstanding foreign currency forward
contract.

The major terms of the outstanding contracts at 1
January 2009 were as follows:

TTE€®MIA®)
(d) YIELEHEEHETIRZINE

BHEYN
R-ZE-ZFR_FTTNEF+_A
=t AEEYEHRESZ
SNERHEHL o

K-EEAE—H—AHRIIGA
02 EBHEHIT -

Notional amount Maturity Forward contract rates
HE ZEIHAH BHANER

9 contracts to buy US$1,000,000 each Within 1 year US$1 to HK$7.710

NP BHEEE 1,000,000 T2 A 4 —FRA 1ZETLH7.7107 7T

9 contracts to buy US$1,000,000 each Within 1 year US$1 to HK$7.695

N B EEE1,000,0005E T2 A 4 —FR 17T H.7.695%8 7T

9 contracts to sell US$2,000,000 each Within 1 year US$1 to HK$7.710

N &5 H 52,000,000 T2 & 4 —FR 1ETLH7.710%7T

9 contracts to sell US$2,000,000 each Within 1 year US$1 to HK$7.695

NH &5 HE2,000,000E T2 44 —FRA 125 H.7.6957 7T

The above derivatives are measured at fair value
at the end of the reporting period by reference to
the valuations provided by counterparty financial
institutions for these instruments which are
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis and forward pricing model using prices or
rates from observable current market transactions
and dealer quotes for similar instruments.
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Notes to the Consolidated Financial Statements 424 B & 3R = Mzt
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

31.
BILLS PAYABLES

The following is an aged analysis of the trade payables at

TRADE AND OTHER PAYABLES AND 31.

B RAEMEMRRARENRE

RBEHEERBL - BHRNERZE

the end of the reporting period: WO
31.12.2010 31.12.2009 1.1.2009
R=-2—%BF R-TTAF R-FTTNF
t=A=+—R t=A=1+—~ —A—H
HK$’000 HK$'000 HK$’000
TR TAT TAT
0-90 days 0-90H 1,658,076 1,470,770 1,084,914
91-180 days 91 -180H 347,702 300,802 498,968
Over 180 days 180HIA & 191,247 285,294 165,795
2,197,025 2,056,866 1,749,677

Other payables mainly represented payables for
acquisition of properties, plant and equipment, amount
due to an associate, value-added tax payable, advances

from customers and accrued expenses.

All bills payables of the Group are aged within 90 days at
the end of the reporting period.

Included in trade and other payables and bills payables
are the following amounts denominated in currencies
other than the functional currency of the group entities to

which they relate:

RigH0RZA -

NEE
ZEH

HitENRAETREBEDE  BE AR
BE BN IR - BAEBEARFIR - B
BEWR FEFRALENER -

AEEMBRNREREKS SRENEE

BHLEMENRRMENZERE T

ERZABNEEE AN EEE

2010 2009

—E-ZF T NF

Amount Amount

-] |

’000 ’000

F T

Us$ ET 114,122 90,917
HK$ BT 180,321 132,659
JPY H 947,961 472,530
Euro BT 341 1,445
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

32. BANK BORROWINGS

*

Bank loans
Trust receipt loans
Bank overdrafts

Carrying amounts repayable*:

On demand or within one year

More than one year but not
more than two years

More than two years but not
more than three years

More than three years but not
more than five years

More than five years

On demand or within one year

Carrying amount of bank
borrowings that are not
repayable within one year from
the end of the reporting period
but contain a repayment on
demand clause (shown under
current liabilities)

Amounts due within one year
shown under current liabilities

Add: Amounts shown under
non-current liabilities

RITER
EFEIEER
RITEX

RIEEZIREE"

JEERIR—FR
—FN HENEBRFE

MEN LB EB=F
=FENHENEBRF

RFNE

EERIR—FR

BANBREHRE B —
FREEEHER
EXERER G BRBE
&) 2 RITEEREE

NIARBEEZER
—FREERR

e RERBAREL
R

The amounts due are based on scheduled repayment dates set

out in the loan agreements.

Sonsolidated Financial Statements 424 B &3R5 MisE

32. HBITEE

31.12.2010
R=Z-%%F
+=RA=t-A
HK$’000
TR

31.12.2009 1.1.2009
RZZTNF RZZTNE
+=-A=+—H —A—A
HK$'000 HK$'000
FHET FET
(Restated) (Restated)
(1 55) (& 55)
10,960,976 9,030,123
458,353 672,132

- 16
11,419,329 9,702,271
3,458,564 2,596,995
4,207,576 2,145,242
3,518,308 2,504,083
234,881 2,410,594

- 45,357
11,419,329 9,702,271
3,458,564 2,596,995
368,305 534,516
3,826,869 3,131,511
7,592,460 6,570,760
11,419,329 9,702,271

NS BRER B HEANERE AR -
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For the year ended 31 December 2010 2 =& —

32.

Notes to the Consolidated Financial Statements %24 B & 3R R MisE

BANK BORROWINGS (continued)
The bank borrowings are unsecured and bear interest at
market rates.

Included in the above bank borrowings are the fixed-
rate bank borrowings of HK$760,629,000 (2009:
HK$101,647,000) at 31 December 2010 which are
repayable within one year from the end of the reporting
period. The fixed-rate bank borrowings carry interest
ranging from 1.22% to 5.4% (2009: 4.86% to 7.25%) per
annum.

The rest of the bank borrowings are variable-
rate borrowings which carry interest ranging from
HIBOR+0.4% to HIBOR+2% (2009: HIBOR+0.4% to
HIBOR+2%) per annum.

FE+Z A= —AIEE

32.

RITEE®E)

RITEEREER  WRTISHEER -

TFE+ZA=+—08  LiltiRe7
FEARRESHEERE BT —F
7 B R 1718 E 760,629,000/ T
101,647,000/ 7T) ° € B IR
BEBRNF12BE54ETE(Z
ZNEF  4.86EET7.25/8) °

i | |
; ﬁﬁa@nﬁ

e
A EE A
&
;l—
_FH

BTRTEERZEBEE  FEXENTIR
TRERBIN0AEERITEERLS 2.0
E(ZZZTNAF : RITAZEFESM0LER
BITRIZEREM2.0E )15 -

The range of effective interest rates (which are also AEFERTEEZEBNEGEERERTY
equal to contracted interest rates) on the Group’s bank FZR)EBENT :
borrowings are as follows:
2010 2009
—B-BF —ETNEF
Effective interest rates EIRF =
Fixed-rate borrowings ELEE 1.22% t0 5.4% 4.86% to 7.25%
1.22E£54E8 4.86FXE7.25[F
Variable-rate borrowings FREE 0.82% to 2.49% 1.5% 10 2.7%
0.82E £2.49E 15EZE27E

Included in bank borrowings are the following amounts

RITIEEBRE T EEER 2 AREE

denominated in currencies other than the functional BEUIINEETE S8
currency of the group entities to which they relate:

2010 2009
—g-%F  —ITINF
Amount Amount
-} x|
’000 ’000
T Tt
uss$ ET 70,476 59,043
HKS BT 8,450,855 7,485,277
JPY = 162,995 365,672
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

33.

DEFERRED TAXATION

The followings are the major deferred tax liabilities (assets)

recognised and movements thereon during the current

33. EERE

TRREABERABRAFREHEAD T
BRZETBRERARE(EE) AREF

and prior reporting periods: pd= L
Undistributed
Accelerated Write-down  Revaluation profits of
tax Tax of of Hedging an associate
depreciation losses inventories  properties instruments —EEEARF Total
MERBRE RBEE FEME WEER HWIR ZAAEER fit
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TH T T TAL b AL TH
At 1 January 2009 WZEENE-A-H 45171 (8,628) (13,589) 12,494 (16,779) - 18,669
Exchange adjustments EiAE 63 (12) - - - - 51
(Credit) charge to consolidated ~ AFEFANGERZ

income statement for the year (@) T (Hi13)

(Note 13) (3,544) (3,882) (1,596) 12,092 - 5,639 8,609
Credit to equity for the year HAREEES - - - - (11,099) - (11,099)
Released to consolidated income  BEAEFLANHER

statement for the year - - - - 12,228 - 12,228
Utlised during the year TEEREHA - - - - - (5,539) (5,539)
At 31 December 2009 and RZZBAET-A=1-8

1 January 2010 R-2-%4-8-A 41,690 (12522) (15,185) 24,586 (15,650) - 22919
Exchange adjustments EREE 70 - - - - - 70
(Creclt) charge to consolidated ~ REEEAYER Y

income statement for the year (1) (FiEH13)

Note 13) (598) - (1,839) 17,008 - 7207 21,997
Credit to equity for the year SHAREEER - - - - (8373 - (8,373
Released to consolidated income  BEIAEEHANER

statement for the year - - - - 18,443 - 18,443
Utlised during the year TEEEHA - - - - - (7,227) (7,227)
At 31 December 2010 RZZ-FF+ZA=1-H 41,162 (12,522) (17,023) 41,792 (5,580) - 47,829
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33. DEFERRED TAXATION (continued) 33.
For the purposes of the presentation in the consolidated
statement of financial position, certain deferred tax
assets and liabilities have been offset. The following is the
analysis of the deferred tax balances for financial reporting
purposes:

ERERIE ()
ETREHELERABRERSPHBMR
RESTRAAMIELIEN - LT ARZE
5 A 4 0 PR B 75 £ SR 10 FR R S 1
DA -

31.12.2010 31.12.2009 1.1.2009
R-ZE—FF A\ZETNF RIZTETNF
+=BA=+—-8 +=—A=+—H —HA—H
HK$’000 HK$’000 HK$’'000
FET FHT FAT
Deferred tax liabilities EEFIEAE 73,378 56,418 51,329
Deferred tax assets REFIIRE EE (25,549) (33,499) (32,660)
47,829 22,919 18,669

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by
PRC subsidiaries from 1 January 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statements in respect of temporary differences
attributable to accumulated profits of the PRC subsidiaries
since 1 January 2008 amounting to HK$4,348,959,000
(2009: HK$1,940,256,000) as the Group is able to control
the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not
reverse in the foreseeable future.

At 31 December 2010, deferred tax assets of (i)
approximately HK$12,522,000 (2009: HK$12,522,000)
in relation to unused tax losses; (ii) approximately
HK$17,023,000 (2009: HK$15,185,000) in relation
to write-down of inventories and (iii) approximately
HK$5,580,000 (2009: HK$15,650,000) in relation to loss
on cash flow hedge recognised in hedging reserve have
been recognised in the Group’s consolidated statement
of financial position.
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FPERMCEMGREEE  BZTZNF
—A—B - HRRPENKEB AR
HATBRE 25 Bk 2 IR S BIE N
e ARBZHPEAMBARIE 2T /)\F
—A—HRERE . R e 2 B
=36 54,348,959,000/8 L ( Z T T NG ¢
1,940,256,000/# 7T ) + A& B I R 5tz iR
ERBREGAVMBREIELEE  RER
AEERGETEHEOERR =B 2RM BF
ARG R RS I RE N A AT RISk E o

RZZT—ZTF+=ZA=+—H" ()AB
AARDATEBRZEEREEED
12,522,000 7T (= EF 14 ¢ 12,522,000
BT (i) A AR & 2 RIERIEE EL
17,023,000/ 7 (=TT L4F : 15,185,000
B - R(i)EBERSREH BB ZEL
T8 & E#95,580,000/8 T (Z BT N6 ¢
15,650,000/ 7T ) E N AN SR B4R & B F5 iR
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33.

34.

DEFERRED TAXATION (continued) 33. EEBIHE@)
At 31 December 2010, the Group has not recognised RZZE—LTFF+_A=+—H A%H
deferred tax assets arising from tax losses amounting to BEAMRELCREELEE  REAEELE
approximately HK$305,289,000 (2009: HK$177,694,000) &1 A #13805,280,0008 L ( ZEZT 1L4F ¢
due to the unpredictability of the future profit streams. 177,694,000/ 7T ) 2 BITEEBFTE £ 2 KK
All tax losses can be carried forward indefinitely. The SRR o 2E0F TE R TR AT R HAAEEE o it
Group also has unrecognised deferred tax assets of N REBRE R D EEHERAZES
approximately HK$1,623,000 (2009: HK$6,128,000) in YR EEBEM AR EERIBEEED
relation to loss on cash flow hedge recognised in hedging 1,623,000 70 ( ZZ T /L5 : 6,128,000/%8
reserve due to the unpredictability of future profit streams. I0) ¢ REAESETE RIS FFOR
SHARE CAPITAL 34. BAR
Number of Share
shares capital
RHEE [
HK$’000
FET
Ordinary shares of HK$0.10 each ~ &R E{E0.10/8 T2 T B
Authorised EE
At 1 January 2009, 31 December ~ HW-ZZTAF—H—H -
2009 and 31 December 2010 ZEThF+A=1+—8BK
—E-EF4+_-_A=+—H 1,200,000,000 120,000

Number of shares

Share capital

KRHEE [
2010 2009 2010 2009
—E-2F CZETHEF —EB-TF TThF
HK$’000 HK$'000
TExT FAT
Issued and fully paid ERTRAZE
At beginning of the year ~ HF ) 844,739,046 839,261,046 84,474 83,926
Exercise of share options  17{F {8 st B A% #E
(see Note 36) (RK+E36) 4,670,000 5,478,000 467 548
Exercise of warrants 1TE R EE
(see Note 35) (RKEE35) 88,176 - 9 -
At end of the year PR 849,497,222 844,739,046 84,950 84,474
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35.

36.

WARRANTS

On 2 March 2010, a bonus issue of warrants (“Warrants”)
to the shareholders of the Company on the basis of
1 warrant for every 10 shares held by shareholders of
the Company whose names appear on the register
of members of the Company on 26 April 2010, was
proposed. Consequently, 84,473,904 Warrants were
issued, conferring rights to the holders of the Warrants
from any time on 5 May 2010 up to 31 October 2012
(both days inclusive) to subscribe for up to an aggregate
of 84,473,904 shares of the Company at an initial
subscription price of HK$40 per share (subject to
adjustment), representing an aggregate subscription price
of approximately HK$3,378,956,000.

The fair value of equity component of the Warrants was
amounted to HK$675,791,000 based on the quoted
price of the Warrants at the first day of their trading on the
Stock Exchange and the amount was transferred from
retained profits to warrant reserve as a bonus issue of
warrants.

During the year ended 31 December 2010, 88,176 new
shares of the Company were issued on exercise of the
Warrants. Exercise in full of the remaining outstanding
Warrants would, under the present capital structure,
result in the receipt by the Company of approximately
HK$3,375,429,000 in subscription monies and the issue
of 84,385,728 new shares of the Company.

SHARE OPTIONS
(@) Employees’ share option scheme of the
Company

The Company adopted its first share option
scheme on 11 May 1998, and such share option
scheme was terminated upon the adoption of its
second share option scheme (“2002 Scheme”)
on 2 July 2002 for the duration of 10 years. In
view of the recent changes to the Listing Rules,
a new share option scheme (the “Scheme”) was
approved by shareholders of the Company at the
extraordinary general meeting of the Company
held on 23 March 2009. The 2002 Scheme was
accordingly terminated on the same day without
affecting the rights of holders of any options
granted and outstanding under the 2002 Scheme.
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36.
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W-_ZE—TE=F-H ARFEBREZMA
R-ZE—TFEMN A=+ XBARFAKD R

R M2 R R EEITAL IR E 2 ([ R e
B EELAEHETRBROER—HDR
PEHERE o E 1% - 84,473,040 AR5 IE
BT ZERREEE TESE AR
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TA=Z+—B(BEEEMAB) NEERIZ
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% RS 84,473,904 AR R - A
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BEREZE 2B Z22FER
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BAT -
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AR RREEEITEMS E1788,176 8
AT - RIBBITRALRE 20
TERT B ARITFERRIEE G EBARF
U BR 3,375,429,000 7 JT 2 B & %8 M 31T
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(@) AAEESELERETS
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36.

SHARE OPTIONS (continued)

(a)

Employees’ share option scheme of the
Company (continued)

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

36. BrLEREZ)

(a)

AAREEBLBRETS
(%)
BREBEBMMATF27%1E - AR
AEFEAREREARARE
EERBNELERZAERS2HE
EZ(RER2EE REELER
- URBBARERD - BERZ
HEBFENARR - HEFMNBA
Al AEERE E B2 ENE
BXRERR]) ZEHA2REFR
BES  BEARR - EAZEW
BRRISEMREER 2T
TESE  ()ARF - ENELRR
ERRREEREMFNTES
BIEBIIFNTES  (I)AKEE
MREARREAZEREERZE
A& MRS HIER : (v AEEK
ERZREERZEANTS (VA
SEREMKEARRERNZEKREER
BZEMBRRIASEETMKER
AREREERZ EAIDETES
BAAN RVIEFETRIZER
BN,/ SR FHMRBREERA
REHAEBEERERELER
HIRENKATIERR - B RE
AAEERMERRAEEEEER
RZEMALTRERE - ARBRMD
ZRBEAREVHEERARAR
EE ARFBROHNERZHER
HELBERERHNAEARZAR
B 52 P P R P 29 M T B R AN A R B
MR BHOR BT REAE B B
KRBz REE - BER
P ZE R I B BA281E & 2 A
W ERRAXN1UET  BEB
PR R E R E WBAE AR A
ZHIENTTE R REAE
MEHERBRE AL  HEER
SRfRI R NE T F% AT 81 BR A B BRAE 5T
THFL-
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36.

SHARE OPTIONS (continued)

(a)

Employees’ share option scheme of the
Company (continued)

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

In accordance with the terms of the 2002 Scheme
and the Scheme, share options issued by the
Company vest at the date of grant.

There was no share options granted under the
Scheme since its adoption. At 31 December 2010,
the number of shares in respect of which options
had been granted and remained outstanding
under the 2002 Scheme was 4,474,000 (2009:
9,144,000), representing 0.53% (2009: 1.08%) of
the shares of the Company in issue on that date.
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(a)
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36.

SHARE OPTIONS (continued)

(a)

Employees’ share option scheme of the
Company (continued)

A summary of the movements of the share options
under the 2002 Scheme for the year is as follows:

onsolidated Financial Statements 4R & B i 3R &R MizT
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36. BrLEREZ)

(@ FAFAEEEBLBERETS

()
FR - CEE-EHBETZER
WA S BT -

Granted to Granted to
directors employees Total
BRTES BTES &%

Balance at 1 January 2009 RZZEZNF—A—H

(Note) 2 AEER(MET)
Exercised during the year RERNTTE

Balance at 31 December 2009 R=—ZZFh&E+—H

and 1 January 2010 =+—HAE-E—F
—A—Bz#H
Exercised during the year RERTTE

Balance at 31 December 2010 R —ZE—ZFF+—A
—t+—B2#&%

Note: ~ The above share options were granted on 11 October
2002 at an exercise price of HK$3.74 per share. These
options are exercisable during the period from 15
QOctober 2002 to 2 July 2012.

During the year ended 31 December 2010, options
to subscribe for 4,670,000 (2009: 5,478,000)
shares in the Company at HK$3.74 per share were
exercised. The weighted average closing prices
of the Company’s shares quoted on the Stock
Exchange on the five trading days immediately
before the exercise dates was HK$35.79 (2009:
HK$13.10).

6,214,600 8,407,400 14,622,000
(2,300,000) (3,178,000) (5,478,000)

3,914,600 5229400 9,144,000
(1,875,000) (2,795,000) (4,670,000)

2,039,600 2,434,400 4,474,000

Mz  FEERERER-ZT-F1+A
T—BEE  TEBATRITLE
T ZEEEBRETRN =TT
FE+A+RERE-_T——FtA/—
A HAET TR ©

REBEEZT—ZF+ZA=+—
HIEFERN @ ARGR3. 748 TE
& 7RRE4,670,00008 (=TT NF -
5,478,000 ) AR A R Mk fn 2 B 5 B
BAEERFRNITE « KARRHRH
SETEAPNAERS BEBR
FTET R 2 pn i 39 Y T {8 A385.79
BIT(ZZEZNEF - 131087T) ©
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36.

SHARE OPTIONS (continued)

(b)

Employees’ share option scheme of EEIC
The 2002 Elec & Eltek Employees’ Share Option
Scheme (the “2002 EEIC Scheme”) which was
adopted from 12 November 2002 for the duration
of 5 years, had been terminated in November
2007 without affecting the rights of holders of any
options granted and outstanding under the 2002
EEIC Scheme.

Since 1997, EEIC has had in place share option
schemes to acknowledge the contributions of
and to motivate employees to contribute to the
EEIC and its subsidiaries (“EEIC Group”). With the
expiration of the 2002 EEIC Scheme in 2007, the
directors of EEIC wished to have in place a new
share option scheme to replace the expired 2002
EEIC Scheme for the purpose of providing an
opportunity for employees who have contributed
significantly to the growth and performance of the
EEIC Group to participate in the equity of EEIC so
as to motivate them to greater dedication, loyalty
and higher standards of performance, and to give
recognition to past contributions and services as
well as to align the interests of employees with the
interests of shareholders.

The 2008 Elec & Eltek Employees’ Share Option
Scheme (the “2008 EEIC Scheme”) was approved
by the shareholders of EEIC at the extraordinary
general meeting of EEIC held on 21 April 2008
and was adopted and took effect from 9 May
2008 upon approval by the shareholders of the
Company.

The 2008 EEIC Scheme which is administered by
the committee of directors of EEIC as authorised
by EEIC’s directors, is open to full-time employees
and directors of any company within EEIC, the
parent group and of an associated company of
EEIC, subject to certain conditions being satisfied.
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36.

SHARE OPTIONS (continued)

(b)

Employees’ share option scheme of EEIC
(continued)

The 2008 EEIC Scheme entitles the option holders
to exercise their options and subscribe for new
ordinary shares in EEIC either at an “Exercise
Price”, which equals to the average of the last
dealt prices for an EEIC share for a period of 5
consecutive market days immediately prior to
the relevant date of grant, or at a discount to the
Exercise Price as defined earlier, whereby the
discount shall not exceed 20% of the Exercise
Price.

Options granted at the Exercise Price or discount
to the Exercise Price may be exercisable after the
first or second anniversary respectively of the date
of grant and expiring on the fifth anniversary of the
date of grant.

The duration of the 2008 EEIC Scheme is 10
years and the total number of shares in EEIC
that may be issued shall not exceed 10% of the
total number of EEIC shares in issue as at the
adoption date or subject to certain conditions
being satisfied, 15% of the total issued shares of
EEIC excluding treasury shares from time to time.
The total number of EEIC shares issued and to be
issued upon the exercise of the options granted
to each participant (including both exercised and
outstanding options) in any 12-month period must
not exceed 1% of the total number of EEIC shares
in issue from time to time.

Share options may be accepted within 30 days
after the relevant date of grant accompanied
by payment of US$1.00 (or its equivalent) as
consideration by the participants, but the grant of
share options do not confer rights on the option
holders to any dividend entitlement or to vote at
any shareholders’ meeting.

In accordance with the terms of the 2002 EEIC
Scheme and the 2008 EEIC Scheme, share
options granted by EEIC vest over five years from
the date of grant.

36. BrLEREZ)

(b)
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36.

SHARE OPTIONS (continued)

onsolidated Financial Statements %4 B &R R MisE

36. BrLEREZ)

(b) Employees’ share option scheme of EEIC (b) EEICIEEELBEREEZ)
(continued)
There was no share options granted under the B -ZTT)\FEEICFEIRMAK -
2008 EEIC Scheme since its adoption. However, HEELEREREBE ST NF
there are outstanding share options under the EEICFHEIF L - A - BRFH AR
2002 EEIC Scheme, and the summary of the EB-ET FEEICHEIRE Z MK
movements of the outstanding share options TEELERE FRAET_F
under the 2002 EEIC Scheme for the year is as EEICET&IIE TN ARITEZEBEER
follows: 2 EEBRENT
Granted to Granted to
directors employees Total
RTES ETES &5t
Balance at 1 January 2009 RZZETNF—HF—H
(Note) 2 4ERR(HRE) 3,892,800 5,441,000 9,333,800
Lapsed during the year RERLRER - (207,600) (207,600)
Balance at 31 December 2009 R—ZEZThF+_-H
and 1 January 2010 —t+—BR-ZE—ZF
—RA—B2#&% 3,892,800 5,233,400 9,126,200
Exercised during the year RERTTE (3,892,800) (3,902,100)  (7,794,900)
Lapsed during the year RERKR - (1,015,200) (1,015,200)
Balance at 31 December 2010 R =—Z—Z4+—HA
=t+—Hz#&#% - 316,100 316,100
Note:  The interests in share options arise by virtue of Bt &E

[0] 4,055,000 share options accepted by the
Directors and 5,745,000 share options
accepted by the employees of the Group on
24 June 2005, and would entitle the relevant
directors and employees to subscribe for
shares in EEIC at an adjusted subscription
price of US$2.033 per share after the 1 for 5
bonus issue effected by EEIC on 13 October
2005 (“Bonus Issue”). 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 ended on
24 May 2010.
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36. SHARE OPTIONS (continued) 36. EBEBRE®)

(b) Employees’ share option scheme of EEIC

(continued)
Note:  (continued)

(i) 150,000 share options accepted by the
independent non-executive directors of EEIC
on 29 September 2005, would entitle the
relevant directors to subscribe for shares
in EEIC at an adjusted subscription price of
US$2.375 per share after the Bonus Issue.
The share options are exercisable in whole
or in part at the staggered manner within 5
option periods, commencing on 5 September
2006, 5 September 2007, 5 September
2008, 5 September 2009 and 5 July 2010
respectively and all ended on 4 September
2010.

(iii) 1,020,000 share options accepted by full-
time employees of the EEIC Group and its
subsidiaries on 12 December 2006, which
would entitle the relevant employees to
subscribe for shares in EEIC at a subscription
price of US$2.400 per share. The share
options are exercisable in whole or in part at
the staggered manner within 4 option periods,
commencing on 13 November 2008, 13
November 2009, 13 November 2010 and 13
September 2011, respectively, and all ending
on 12 November 2011.

The weighted average closing prices of EEIC’s
shares quoted on the Singapore Exchange
Securities Trading Limited on the five trading days
immediately before the various exercise dates was
Us$2.76.

The Group recognised the total expense of
approximately HK$303,000 (2009: HK$1,427,000)
for the year ended 31 December 2010 in relation
to the share options granted by EEIC.

EEICEEE LERETE (&)
5T - (&)
(ii) ZE R E R EEICE M IE

WITEER_TZTRFAI
A=+ B##45150,00017
BEBBEMES - %%
BEBEERTEHES
R RABRBEITRIZE
HEAWETR2375%FT
RABEEICH - B5EEAR
BRI HE —FEBRFN
AEA - —ZZLFNA
"H —EZRN\FAAER
B —FRAFNARA
E=F—FFLARAKE
E-E-TFEAAMAL
hEEEBRERRAND
BATEREPHEP D

(i) ZEE LB SER
EEICEE REMBARZ
BEEN-_ZTX E+=
A+ = B##91,020,000
NEEEBREMES - Z
EEEAERERTHA
EBEHEF  EREES
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+=A ZTTF+—
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ek HAPES o

EEICIR A B2 @178 B BRI 1
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ESE
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36.

SHARE OPTIONS (continued)

(c)

Employees’ share option scheme of

KLHL

The share option scheme of KLHL (the “KLHL
Scheme”) was approved by the shareholders of
KLHL and the shareholders of the Company on
18 May 2007 and 25 June 2007 respectively.
The KLHL Scheme has been taken effect after
obtaining the approval from the Listing Committee
of the Stock Exchange on 6 July 2007.

The KLHL Scheme would be valid for a period
of 10 years. The directors of KLHL may, at its
discretion, grant options to subscribe for shares
in KLHL to eligible participants who contribute to
the long-term growth and profitability of KLHL and
include (i) any employee or proposed employee
(whether full-time or part-time and including any
executive director), consultants or advisers of or to
KLHL, any of its subsidiaries or any entity (“KLHL’s
Invested Entity”) in which KLHL and its subsidiaries
(collectively referred to as the “KLHL Group”)
hold an equity interest; (ii) any non-executive
directors (including independent non-executive
directors) of KLHL, any of its subsidiaries or any
KLHL'’s Invested Entity; (i) any supplier of goods
or services to any member of the KLHL Group or
any KLHL’s Invested Entity; (iv) any customer of
the KLHL Group or any KLHL'’s Invested Entity;
(v) any person or entity that provides research,
development or other technological support to the
KLHL Group or any KLHL'’s Invested Entity; and
(vi) any shareholder of any member of the KLHL
Group or any KLHL’s Invested Entity or any holder
of any securities issued by any member of the
KLHL Group or any KLHL'’s Invested Entity.

The subscription price of KLHL’s share in respect of
any option granted under the KLHL Scheme must
be at least the highest of (i) the closing price of the
shares of Kingboard Laminates as stated in the
Stock Exchange’s daily quotations sheet on the date
of grant of the option, which must be a business day;
(i) the average closing price of the shares of KLHL
as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately
preceding the date of grant of the option; and (ji) the
nominal value of the shares of KLHL.

104 Annual Report 2010 Kingboard Chemical Holdings Limited
T -THEFH BELIEKER

36. BrLEREZ)

(c)

BERERESECERAES
E
RBREERER KA R RBRE S
AR=—EZLFRAA+NARS
TELENA-T AR IERAE
BEERES AR 8 (A
EREEBRESE]) - EEE
RELBIBME BN T TLFL
ARBEEHZR MR
% HELER -

BERERE ST 81 A A
RTF- REEERREEAHG
RAAEERSEERKATRBRER
Bk 2 BEBEE - RERS
HEQMEEBERREERRA
NMBEEBZAL  BR()ZERE
IR~ EAEfIM B A B (Geis &EiE
EBiREE R EMREREEREER
FEREZER([RERERK
BER2EMESEIHERER
(TmzBsRE - BEREHR
TEE) « AARBEMSEER ¢ (i)
TEER - EERKEA R EAR
EEEREEBER CERIFNTE
=(BRIEEENITES) ¢ (ii)E[
AZEREEREEEFIKE QRN
EZEREEREEERIEHER
sk fRRER ¢ (V)BTRS
B EMZEEERREER ZE
MEP  (VEFRREEERER
SAEREEERICE B RHH
K ABEREMRNXEZ AL
B RV EEEREE I
BRRHEMRERERREER
Z AR REEEREEKE
RAIREMREEERRE B R
BITEREFZFHAA °

EAREEEE B R B 5T B Rt
IR 2 BB AT MR
Bk 2 &ERBEELATER
RIAT&BER : ()BEHEERR
R ELEREROAB(VEAS
BERR)ZBRMERRERME
W& - (i) EE R i B g
BEBRERH B AEEEA
2R AT B RERARETEZ
FHE  R(iEBERBRED 2|
-



Notes to the Consolidated Financial Statements 434 Bl &SRR MiaE
For the year ended 31 December 2010 #Z —F—FF+ - A=+—HIFFZF

36.

SHARE OPTIONS (continued)

(c)

Employees’ share option scheme of

KLHL (continued)

The option may be accepted by a participant within
28 days from the date of the offer for the grant of
the option upon the payment of a consideration
of HK$1. An option may be exercised at any time
during a period to be determined and notified by
the directors of KLHL to each grantee, and in the
absence of such determination, from the date
upon which the offer for the grant of the option
is accepted but shall end in any event not later
than 10 years from the date of grant of the option
subject to the provisions for early termination
thereof. The directors of KLHL may, at their
absolute discretion, fix any minimum period for
which an option must be held, any performance
targets that must be achieved and any other
conditions that must be fulfilled before the options
can be exercised upon the grant of an option to a
participant.

The total number of shares of KLHL which may
be issued upon exercise of all options to be
granted under the KLHL Scheme and any other
share option scheme of KLHL (excluding, for this
purpose, options lapsed in accordance with the
terms of the KLHL Scheme and any other share
option scheme of KLHL) must not in aggregate
exceed 10% of the total number of shares of
KLHL in issue as at the date of approval of the
KLHL Scheme.

The maximum number of shares of KLHL which
may be issued upon exercise of all outstanding
options granted and yet to be exercised under the
KLHL Scheme and any other share option scheme
of KLHL must not exceed 30% of the issued share
capital of KLHL from time to time.

The total number of shares of KLHL issued and
to be issued upon exercise of the options granted
(including both exercised and outstanding options)
to each participant in any 12-month period must
not exceed 1% of the share capital of KLHL then
in issue unless approved by the shareholders of
KLHL and the Company in general meetings.

No share option was granted pursuant to the
KLHL Scheme since its adoption.

36. BrLEREZ)

(c)
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37.

NON-CONTROLLING INTERESTS 37.

FFERR R ER

Share of Share option

net assets of reserve of
subsidiaries  a subsidiary Total
MEAEZ
EERE AR BRBRE
BERE 53] a5t
HK$'000 HK$'000 HK$'000
FET TET FET
At 1 January 2009 RZZETNE—HF—H 4,249,440 13,715 4,263,155
Share of increase in fair value of available-  fE/E At HERE N TE 218
for-sale investments n 44,624 - 44,524
Share of exchange differences arising on ~ EEEFTEIMELEE2RE
translation of foreign operations andto ~ ¥EL 2 E K Z5
presentation currency 2,169 - 2,169
Share of fair value gain on properties ERYEBEERENEZ D
transferred to investment properties FEkE 1,651 - 1,651
Share of profit for the year JERARETHER 569,666 - 569,666
Share of impairment loss on available-for-  fE(F A HERE 2
sale investments HEERE (44,524) - (44,524)
Recognition of equity-settled share based  #ERAR M AT
payment - 1,427 1,427
Acquisition of subsidiaries (Note 38) B HI A R (HIE38) 62,765 - 62,765
Acquisition of additional interests in e BB R B 1 R EE I ME R
subsidiaries (203,350) - (203,350)
Disposal of partial interests in subsidiaries  H&EHBE A B2 % 508,622 - 508,622
Disposal of subsidiaries (Note 39) B QA (FiFRE39) (362,024) - (362,024)
Dividends paid to minority SRFHEBARZ
shareholders of subsidiaries DERE RS (225,614) - (225,614)
Transfer upon lapse of share option R (B 4 B PR e ok o e ¢ - (768) (768)
At 31 December 2009 and RZBTNF+ZA=1—H
1 January 2010 k=T-FF—-H—H 4,603,325 14,374 4,617,699
Share of increase in fair value of available-  fE/E At HERE A TE 218
for-sale investments i 1,656 - 1,656
Share of exchange differences arising on ~ fEREFTEIMEEE 2R E
translation of foreign operations and to EmELZIELNZE
presentation currency 123,231 - 123,231
Share of profit for the year JERARETHER 1,029,299 - 1,029,299
Recognition of equity-settled share based  #EAR (A
payment - 303 303
Capital contribution from minority DR N ERIE
shareholders 163,500 - 163,500
Acquisition of additional interests in WR BB R B 1 R RESME RS
subsidiaries (259,910) - (259,910)
Disposal of partial interests in subsidiaries HEME A a2 % 706,517 - 706,517
Disposal of subsidiaries (Note 39) HEKTB R (KIFE39) (82,935) - (82,935)
Dividends paid to minority shareholders of X FHiEATZ
subsidiaries DERE 2 MRS (473,322) - (473,322)
Transfer upon lapse of share option EB ST B R K R 4 - (13,877) (13,877)
At 31 December 2010 WZE-EF+-A=+—H 5,811,361 800 5,812,161
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38. ACQUISITIONS OF SUBSIDIARIES
During the year ended 31 December 2010, the Group
had the following acquisition of subsidiaries:

(@) In March 2010, the Group acquired 100% equity
interest in a company, principally engaged in
property development, from an independent third
party for a cash consideration of approximately

38. WEHEHEBLQT
RBE-—T-—TFE+-A=+—AILEE
7 AREEKE T B AT

(@) RZE—ZF=F AEER—F
BYE=ZFWE-—HEBHEYE
BERZ AT ZI100%KE - B
{&#) 485,800,000/ 7T ° IthEUKEE

, o RBEEEE -
HK$85,800,000. This acquisition has been
reflected as purchase of assets.
HK$’000
FAT
Consideration transferred: HEIRE:
Cash paid YRS 85,800
Assets acquired at the date of acquisition: AU BB ASE :
Prepayments for acquisition of BB Tt AR 2 TR IR
land use rights 85,800
Outflow of cash and cash equivalents WE—REREATRZREE
in respect of the acquisition of RESEEERZRE :
a subsidiary:
Cash consideration paid oNESKE (85,800)
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38. ACQUISITIONS OF SUBSIDIARIES (continued)
(b) In April 2010, the Group acquired 100% equity
interest in a company, principally holding a land

use right in the PRC for redevelopment purpose,

from an independent third party for a cash
consideration of approximately HK$13,700,000.

38. WHEMEBAR#)
by RZT—ZTFNA AEEAE—F
BYEZHRE T ERES
E-EIMERBEESHERAR
ZRTFZ100% M - BERED
7$13,700,000/4 7T o It T8 U5 B8 = B

This acquisition has been reflected as purchase of REBEEE -
assets.
HK$’000
FHT
Consideration transferred: HESRE
Cash paid YRR E 13,700
Assets acquired at the date of REBEHBAEE :
acquisition:
Properties, plant and equipment Y% - BB KR 3,685
Prepaid lease payments AT ERIE 10,010
Bank balances and cash RITEBR LIRS 5
13,700
Net cash outflow arising on acquisition: WBEE 2RSSR FE
Cash consideration paid BEMRERE (13,700)
Bank balances and cash acquired BARITESRLIES 5
Net outflow of cash and cash equivalents FRWE RS RESEAEER
in respect of the acquisition iR (13,695)
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38. ACQUISITIONS OF SUBSIDIARIES (continued)
(c) In June 2010, the Group acquired 100% equity
interest in a company, principally holding a land

use right in the PRC for redevelopment purpose,

from an independent third party for a cash

consideration of HK$10,526,000. This acquisition

38. WHEMEBAR#)
© RZZE—ZTFXA AEER—F
BYEZHRE T ERES
E-EIMERBEESHERAR
ZABZ100%ER  HEREA
10,526,000/ 7T © Lt IE U HE R M 7

has been reflected as purchase of assets. REEE -
HK$’000
FAT
Consideration transferred: HESMRE
Cash paid YRS 10,526
Assets acquired at the date of RBBEHBALE :
acquisition:
Properties, plant and equipment W - BB R 249
Prepaid lease payments TEfSHERIE 5,943
Other receivables HAtb FEUER R 4,252
Bank balances and cash RITEBR LIRS 82
10,526
Net cash outflow arising on acquisition: WBEE 2RSSR FE
Cash consideration paid BEMRERE (10,526)
Bank balances and cash acquired BARITESRLIES 82
Net outflow of cash and cash equivalents FRWE RS RESEAEER
in respect of the acquisition iR (10,444)
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38. ACAQUISITIONS OF SUBSIDIARIES (continued) 38. WEEHIEA (@)
During the year ended 31 December 2009, the Group REBEE_ZTTZNAF+_A=+—HLFE
had the following acquisition of subsidiaries: AN ANEBRETIIREAR
(d  In March 2009, the Group acquired 51.02% d RZZFFEAF=A AEEHF—
equity interest in a company, principally engaged BEIBE=FHRE-—HETERE
in manufacture and distribution of PCBs, from an BE R D HEERIRERZ A A
independent third party for a cash consideration Z251.02% % - RERELHR
of approximately HK$62,392,000. This acquisition 62,392,000/ 7T ° WAKREILEE
was accounted for by the purchase method of AN ©
accounting.
HK$’'000
T
Consideration transferred: EHECSAE:
Cash paid LHREE 62,392
Assets acquired and liabilities RBBEHBAEER
recognised at the date of acquisition: A& :
Properties, plant and equipment Y - BB R 156,716
Trade and other receivables and B 5 R H M FEWER R
prepayments SEANEE 88,591
Inventories FE 29,763
Bank balances and cash RITEBR LIRS 67,052
Trade and other payables B 5 MEMPESRR (216,965)
125,157
Goodwill arising on acquisition: WEEE R
Consideration transferred EEINRE 62,392
Add: Non-controlling interests hn s IEERRAR R A A 62,765
Less: Net assets acquired B BABEFE (125,157)
Goodwill arising on acquisition WEEEEZEBE -
Net cash inflow arising on acquisition: WAL RS FATEE :
Cash consideration paid BENBESRE (62,392)
Bank balances and cash acquired BARTTESRLIES 67,052
Net inflow of cash and cash equivalents in ~ WE—RfBATIZEES &
respect of the acquisition of a subsidiary ReEEHEBERAERE 4,660

The above subsidiary contributed revenue of
approximately HK$356,661,000 and profit of
approximately HK$17,271,000 to the Group
during the period from the date of acquisition to
31 December 2009.
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38. ACQUISITIONS OF SUBSIDIARIES (continued) 38. WEEKIEB AR (42)

(e) In September 2009, the Group acquired a further (e) RIBEZNEFENA  KEBER—F
51% equity interest inB &1k, a company B E=HE—SRE—HEEK
principally engaged in refining of heavy oil and EREREBEDHCIERZ AT
distribution of chemicals, from an independent BRI Z51%ME  IBERE
third party at a cash consideration of HK$1. Upon BIBT - E—FWEERLELIZ
completion of the acquisition of further 51% equity 51% B ETTHE - BRI TR AR
interest in A{tL  B&E{LL became a 76% NRVEBT6%IRIE 2B AR » It
owned subsidiary of the Company. This acquisition TBINEIREE S EAR « B
was accounted for by the purchase method of SR EE A P22179,849,000/8 7T °
accounting. Goodwill of HK$179,849,000 was
arisen as a result of the acquisition.

HK$'000
FAT
Consideration transferred: S RE
Cash paid SHES -
Assets acquired and liabilities RBBEHBAEER
recognised at the date of acquisition: BRAs
Properties, plant and equipment Wz - BB REE 629,154
Prepaid lease payments AT ERE 28,300
Non-current deposits EMEET® 43,789
Inventories FE 495,277
Trade and other receivables and B REMEWR R
prepayments TEfSRIA 96,003
Bank balances and cash RITEBRERS 15,301
Trade and other payables B 5 REMPERERR (1,181,264)
Bank borrowings IRITIEE (170,242)
(43,682)
Goodwill arising on acquisition: IS EE o e .
Consideration transferred EEoNE -
Add: Net liabilities recognised o ERaEEE 43,682
Add: Transferred from interest in an 0 EE e R R E AR 2 s
associate 136,167
Goodwill on acquisition WEEEZEE 179,849
Net cash inflow arising on acquisition: WAL RS FATE :
Cash consideration paid ERERE -
Bank balances and cash acquired BARTTERERS 15,301
Net inflow of cash and cash equivalents in  U¢iE —REIMEB AT ZIRE K&
respect of the acquisition of a subsidiary ReEEBEERAERE 15,301

The above subsidiary contributed revenue of
approximately HK$1,181,077,000 and profit of
approximately HK$42,931,000 to the Group
during the period from the date of acquisition to
31 December 2009.

T BARBUEAHEE —TTNF
+ - B=t—HI MY AR EmEEES
BA#9A1,181,077,0008 7T + N ¥ AL B %
& EL4942,931,00056 7T
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38.

202

ACQUISITIONS OF SUBSIDIARIES (continued) 38. WEEBKMIE DT (@)

G} In February 2009, the Group acquired 100% ) RZTENFZA  AEEME—F
equity interest in a company, principally engaged in BWUE=HFWHE—EETENEME
property development, from an independent third BFERERZATZ100%AH# - HeR
party for a cash consideration of approximately 18 49 /412,294,000 7T ° AN&EEH
HK$412,294,000. The consideration was paid NR-ZEZENFL2EEERE B
in full by the Group in 2008 and the amount REAFAZTENF+_A=1+—
was included in non-current deposits as at 31 AZERB® - IWEWRERR A
December 2008. This acquisition was reflected as BELENAE -
purchase of assets and liabilities.

HK$’000
FBT
Consideration transferred: EHEONRE:
Non-current deposits R 2 412,294
Assets acquired and liabilities RBBERHBAEER
recognised at the date of acquisition: HER&E
Properties held for development FERME 445,287
Trade and other receivables and B 5 R H M FEWER R
prepayments SEANE /O 3,244
Bank balances and cash RITHBER® 104
Trade and other payables E 5 REM PR (36,341)
412,294
Inflow of cash and cash equivalents WE-—ENBARZEER
in respect of the acquisition of a ReSEERRAFE
subsidiary:
Bank balances and cash acquired BARTEHLES 104

If the acquisition in respect of items (d) to (e) had been
completed on 1 January 2009, total group’s revenue
for the year ended 31 December 2009 would have
been approximately HK$25,321,887,000 and profit
for the year ended 31 December 2009 would have
been approximately HK$2,865,332,000. The pro forma
information was for illustrative purposes only and was
not necessarily an indication of revenue and results of
operations of the Group that actually had been achieved
had the acquisition been completed on 1 January 2009
in respect of items (d) to (e), nor was intended to be a
projection of future results.
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39.

o"n'Sdidated Financial Statements #: & B #& R R MIzT

DISPOSALS OF SUBSIDIARIES 39. HEWBQF

During the year ended 31 December 2010, the Group HE-ZT-ZTF+-_A=+—HLFE "
had the following disposal of subsidiaries. AEBEETHIHEAT :

(a) In January 2010, the Group disposed of its entire (a) RIZE—ZTF—F  AEBEMWBEL

equity interests in companies, principally engaged
in manufacture and distribution of electronic
raw materials, to independent third parties for

FoHAREEBRERENHIEE
FTEMEIZ AR Z 2 BRE - Be
R 1B 49 5115,584,00078 ¢ R H

a total cash consideration of approximately EHHZAHEEZEDT ¢
HK$115,584,000. The combined net assets at the
date of disposal are as follows:
HK$’000
FHET
Consideration received: BURE :
Cash received [SA e 115,584

Analysis of assets and liabilities over REBEREBEERGE

which control was lost: ZaHr
Properties, plant and equipment LE Y 131,256
Non-current deposits EREET® 172
Prepaid lease payments JERAERE 1,507
Inventories 3y 37,767
Trade and other receivables B 5 M E M pEREER 251,317
Bank balances and cash IRITHEBR LIRS 80,045
Trade and other payables Z 5 R EMPERTER R (262,188)
Bank borrowings RITEE (41,357)
Net assets disposed of HEEEFE 198,519
Less: Non-controlling interests W IR AR R A (82,935)
115,584
Net cash inflow arising on disposal: HEEEZRSRATE

Cash consideration received BUERERE 115,584

Less: Bank balances and B MERITEBRKIAS
cash disposed of (80,045)
35,539
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39. DISPOSALS OF SUBSIDIARIES (continued) 39.
(b) In January 2010, the Group disposed of its entire
equity interest in a company, principally engaged
in investment holding, to an independent third
party for a cash consideration of approximately
HK$8. The net assets at the date of disposal are as

HEMBAR 2

()

RZT—ZF—F  AEEA—F
BUE=ZRE—HEERERE
Rz ARz 2R - BeRE
WheETL REERHZEET
BT

follows:
HK$’'000
FAT
Consideration received: BUYRE -
Cash received BUERE -
Analysis of assets and liabilities over KEEERBEEFIE
which control was lost: 2O
Other receivables HAbfEURBR TR 17,738
Bank balances and cash IRITEBR LIRS 9,600
Other payables HibFEM IR (27,338)
Net liabilities disposed of HEaBEFE -
Net cash outflow arising on disposal: HEEL RS R TE
Cash consideration received BUERERE -
Less: Bank balances and B HERITTABRKIRS
cash disposed of (9,600)
(9,600)
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

39. DISPOSALS OF SUBSIDIARIES (continued)

39. HEMBLAE(E)

(©) In July 2010, the Group disposed of its entire (© RZE—ZTFLAH  AEBR—F

equity interests in companies, principally engaged
in manufacture and distribution of electronic raw
materials, to an independent third party for a total
consideration of approximately HK$469,148,000.

The combined net assets at the date of disposal

are as follows:

BUF=FLETENERERD
HEFRERME 2 AR 22 IAE -
42 (B 49 5469,148,00078 7T ° 1
PERBRZAHEEFERNT

HK$’'000
FAxT
Consideration received and receivable: TR EWRE :
Cash received BYERE 40,000
Consideration receivable FEURE 429,148
Total consideration LRE 469,148
Analysis of assets and liabilities over REBEREBEEGE
which control was lost: 2O
Properties, plant and equipment ME - BB MK 317,273
Prepaid lease payments AT ERE 5,138
Non-current deposits ERENET® 6,033
Inventories 78 75,862
Trade and other receivables B 5 R E A EW AR 429,322
Bank balances and cash RITEBRERS 88,962
Trade and other payables B 5 NEMEMER (403,442)
Bank borrowings RITEE (50,000)
Net assets disposed of HEEEFE 469,148
Net cash outflow arising on disposal: HEEECZRSRHTE
Cash consideration received BKRSRE 40,000
Less: Bank balances and B MERITEBRKIAS
cash disposed of (88,962)
(48,962)
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Notes to the
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

39. DISPOSALS OF SUBSIDIARIES (continued)
During the year ended 31 December 2009, the Group

onsolidated Financial Statements %4 B &R R MisE

had the following disposal of subsidiaries.

(d) In September 2009, the Group disposed of its (@
entire equity interest in a company, principally
engaged in mining of coal, to an independent third
party for a cash consideration of approximately
HK$404,358,000. The net assets at the date of

39. HEMBLR @
REEZTTNF+_A=+—HILFE
P REEHENTHBAT -

RZZZNFNA  AEER—F
BUFE=FRE—HEZNHEMR
iRz ARz 2 HE - ReNE
#95404,358,000%8 7T - RILER

M EEFENAT
disposal were as follows:
HK$’000
FHT
Consideration received: BRAE :
Cash received [SAEiAs 404,358
Analysis of assets and liabilities over REBEREEERGE
which control was lost: 2R
Properties, plant and equipment Y - BB KR 50,659
Prepaid lease payments TETEERIE 3,924
Intangible asset mEE 769,531
Non-current deposits EREET® 89,386
Inventories FE 771
Other receivables H A E R R 93
Bank balances and cash RITEBERE 162
Other payables HibFEM IR (67,819)
Bank borrowings RITIEE (187,152)
Net assets disposed of HEEEFE 659,555
Loss on disposal of a subsidiary: HE—BMEARMEE ZEE :
Consideration received BHRE 404,358
Net assets disposed of HELEFE (659,555)
Non-controlling interests FEIEIR AR R R 252,525
Loss on disposal HERELZEE (2,672)
Net cash inflow arising on disposal: HEEEZRERAFE
Cash consideration received BRBESRE 404,358
Cash and cash equivalents disposed of HERSRIRESEEIER (162)
404,196
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

39. DISPOSALS OF SUBSIDIARIES (continued) 39.

©)

In September 2009, the Group disposed of its
entire equity interest in a company, principally
engaged in manufacture and distribution of
coke, to an independent third party for a cash

o"n'Sdidated Financial Statements #: & B #& R R MIzT

HEMBAR 2

)

RZZZNFNA  AEER—F
BUE=FHE—HEENEEE
ROEERZ ARIZ 2 HRE - 1]
& R B4 5181,509,000% 7T ° 1

consideration of approximately HK$181,509,000. HEBBZEEFENT :
The net assets at the date of disposal were as
follows:
HK$’000
FAxT
Consideration received: BURAE :
Cash received BKHRE 181,509

Analysis of assets and liabilities over REBEREEERGE

which control was lost: ZaHr
Properties, plant and equipment M - BE REE 365,264
Inventories FE 93
Other receivables HAth AR R 2,557
Bank balances and cash RITEBRERS 2
Other payables HibFEM IR (60,337)
Net assets disposed of HEEEFE 307,579
Loss on disposal of a subsidiary: HE—BMBATFREL ZEE :
Consideration received BURIE 181,509
Net assets disposed of HEEEFE (307,579
Non-controlling interests IR AR R = 51,972
Loss on disposal HERELZEE (74,008)
Net cash inflow arising on disposal: HEEEZRSRATE .
Cash consideration received BKIRSRE 181,509
Cash and cash equivalents disposed of HERS RRSSEIER @)
181,507
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Notes to the Consolidated Financial Statements 424 B 7% 3R = MiZE
For the year ended 31 December 2010 &2 —E—FF+ - A =+—HIFF/E

39. DISPOSALS OF SUBSIDIARIES (continued) 39. HEWBAR @

® In September 2009, the Group disposed of its ]
entire equity interest in a company, principally
engaged in the manufacture and distribution of
methanol, to an independent third party for a cash

RZZZNFNA  AEER—F
BUE=FHE—HEENFRE
RO R 2 AR 2 2 EE - 3R
SR E4AE170,164,000 7T - 1

consideration of approximately HK$170,164,000. HERHZEEFAENT :
The net assets at the date of disposal were as
follows:
HK$’000
FHT
Consideration received: BKAE :
Cash received BUYRE 170,164
Analysis of assets and liabilities over KREBEREBEERGE
which control was lost: ZAH
Properties, plant and equipment ME - BB NEE 10,796
Non-current deposits IR 126,193
Other receivables H At AR R 106,866
Other payables HAbERERR (3,588)
Net assets disposed of HEEEFE 240,267

Loss on disposal of a subsidiary:

HE—BNBARMEEL ZEE -

Consideration received BRE 170,164

Net assets disposed of HEEESFE (240,267)

Non-controlling interests FEFERR A R 40,059

Loss on disposal HEMELZEE (30,044)
Inflow of cash and cash equivalents HEZRSRESEE

arising on disposal: BHERA

Cash consideration received BUCRERE 170,164
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Notes to the

39. DISPOSALS OF SUBSIDIARIES (continued) 39.

@

In September 2009, the Group disposed of its @
entire equity interest in a company, principally
engaged in the manufacture and distribution
of chemical products, to an independent third

onsolidated Financial Statements 4r & B iR &R MizT
For the year ended 31 December 2010 &2 —E—FF+ - A =+—HIFF/E

HEMBAR 2

RZZZNFNA  AEER—F
BUB=-—FHE-—HEITEREH
ERDEECIERMZARZEIHR
- BENREL /73,114,000

party for a cash consideration of approximately T REERMBZEERENT ¢
HK$73,114,000. The net assets at the date of
disposal were as follows:
HK$’'000
FHET
Consideration received: BIRRE :
Cash received BRE 73,114
Analysis of assets and liabilities over KREBEREBEERGE
which control was lost: ZoH
Properties, plant and equipment ME - BB NEE 10,796
Non-current deposits IR 52,389
Other receivables HAbfEURBR TR 25,442
Other payables HAbERERR (1,218)
Bank balances and cash RITEBRERS 1
Net assets disposed of HEEEFE 87,410

Gain on disposal of a subsidiary:

HE—RBMEARREE 2K

Consideration received BHRE 73,114
Net assets disposed of HEEEFE (87,410)
Non-controlling interests IR AR R 17,468
Gain on disposal o S P A 2 e 3,172
Net cash inflow arising on disposal: HEEECZRSRATE

Cash consideration received BUERERE 73,114
Cash and cash equivalents disposed of HERS RRSSEIER )

73,1138
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For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

39. DISPOSALS OF SUBSIDIARIES (continued) 39.
(h) In September 2009, the Group disposed of its
entire equity interest in a company, principally
engaged in manufacture and distribution of
electronic raw materials, to an independent third

HEMBAR 2

(h)

RZZZNFNA  AEER—F
BUE=FHE—HEENEEE
RAHEEFREMBZ AR 225’
- e REL R 42,497,000

party for a cash consideration of approximately T REERBZEEREWNT ¢
HK$42,497,000. The net assets at the date of
disposal were as follows:
HK$’'000
FHET
Consideration received: BWRE :
Cash received YRS 42,497

Analysis of assets and liabilities over REBEREEERGE

which control was lost: ZaHr
Properties, plant and equipment ME - BB NEE 12,234
Inventories Ve 19,305
Trade and other receivables and E 5 R EAMEWR R
prepayments SEANE/OE 23,986
Bank balances and cash RITEBRERS 22,423
Trade and other payables B 5 MEMEMER (35,451)
Net assets disposed of HEEEFE 42,497
Net cash inflow arising on disposal: HEELECHSRATE
Cash consideration received BRERSRE 42,497
Cash and cash equivalents disposed of HERS MRS SEER (22,423)
20,074
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39. DISPOSALS OF SUBSIDIARIES (continued)

U

In August 2009, the Group disposed of its entire
interests in companies located in Inner Mongolia,
which are principally engaged in the manufacture
and distribution of chemical products, to
an independent third party for a total cash

onsolidated Financial Statements 4R & B i 3R &R MizT
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

HEMBAR 2

U

RZZZENFENA - AEER—
EBEIE=ZFLEERRNELEE
REEERDHEECIERZAA
2EHRE BEeREOHA
215,689,000 7T - M E RHZ

consideration of approximately HK$215,689,000. AHEEFENT :
The combined net assets at the date of disposal
were as follows:
HK$'000
FAT
Consideration received: BKARE :
Cash received 2R E 215,689
Analysis of assets and liabilities over KEBEREBIESE
which control was lost: 2O
Properties, plant and equipment ME - WENEE 10,194
Prepaid lease payments JERAERE 65,533
Other receivables HAb AR 127,926
Bank balances and cash RITEBERE 2,501
Other payables H AR (11,635)
Net assets disposed of HeEBEFE 194,619
Gain on disposal of subsidiaries: HEMBATMEE ZWE :
Consideration received B AE 215,689
Net assets disposed of HEEESFE (194,619)
Gain on disposal o S P A 2 e 21,070
Net cash inflow arising on disposal: HEEECZRSRATE .
Cash consideration received BKIRSRE 215,689
Cash and cash equivalents disposed of TERSRBSSEER (2,501)
213,188
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Notes to the ¢

40.

41.

Consolidated Financial Statements %4 B 753 & MisE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

COMMITMENTS 40. EiE
2010 2009
—E-—FF —ZTTHEF
HK$’000 HK$’000
FET FAxT
Capital expenditure contracted PEFTHEARAN GRS B R E
for but not provided in the e BB 2 E AT H -
consolidated financial statements
in respect of:
— acquisition of properties, plant —EBEYE BEX
and equipment B 339,475
— acquisition of properties — BB -
— capital injection in an unlisted — TR EZFTER
investment -
339,475
CONTINGENT LIABILITIES 41, HAREE

During the years ended 31 December 2010 and 2009,
the Company’s subsidiary, Kaiping Elec & Eltek No.3
Company Limited (“KPEE#3”) is involved in potential
lawsuits, claims and proceedings with one of its PRC
customers amounting to RMB30,000,000 (equivalent
to approximately HK$35,257,000), arising from some
negative feedback from the end users of the assembled
products using PCBs supplied by KPEE#3.

Based on the legal advice obtained by the Group, the
Directors are of the opinion that the aforementioned
claim has no merit and the potential lawsuit will not have
a material adverse effect on the financial position of the
Group.

212 Annual Report 2010 Kingboard Chemical Holdings Limited

“E-TEAE RECTRE

REBEEZZT—ZEFR_ZTNF+=A
=T—BIEFER - ARBZHB AR
FARFZEE T E=ARAF([KPEE#3])
HE—ZREEF Y& AR30,000,000
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Notes to the ¢

42. OPERATING LEASES

Sonsolidated Financial Statements 424 B 18R & M5
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

The Group as lessee:

Lease payments charged to the
consolidated income statement
during the year
— for premises
— for plant and machinery

Under the leases entered into by the Group, all lease

payments are fixed and predetermined.

At the end of the reporting period, the Group’s future

lease payments under non-cancellable operating leases

are payable as follows:

Within one year N

R—F

After one year but not Rn—F
F

F

later than five years h
After five years pral

42, RERELN
2010 2009
—E-ZF ZETNF
HK$’000 HK$'000
FHET FHT
RS E#M
FRBEFE W ERNR
ZEERIA
—E 20,485
— B R 2 30
20,515
BIEARERT 288 MBEHERIEZ
DY RETE MARETE -
RpEHARELERER - AEBERETTH
B SRR BRI 2 AEFIEER
THIEAR S AT
Premises Plant and machinery
L/ES G 3
2010 2009 2010 2009
—E-BF —TTAF —B-BF _—TTAF
HK$’000 HK$’000 HK$°000 HK$'000
FTERT THET THERT FHET
14,962 1,181
BR
29,503 25
55,630 51
1 ,257
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Notes to the

42,

43.

214

OPERATING LEASES (continued)

42,

Sonsolidated Financial Statements %4 B8R & MisE
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

RERPN (=)
2010
—ZT-FTF
HK$’000
T

The Group as lessor:

Rental income credited to the
consolidated income statement
during the year, net of outgoing
amount of approximately
HK$48,664,000 (2009:
HK$30,906,000)

The Group’s investment propertie

RARKELE

RENFTAGZRE B EE
ZHASWA
BRI
48,664,000/87C
(ZEZTNEF -
30,906,000/ )

s are rented to

outside parties for periods up to seven years at fixed

predetermined amounts. At the end

of the reporting

period, the Group had contracted with tenants to receive

the following future minimum lease payments:

2009
—ZETNF
HK$’000
T8t

59,934

AEBEZREMEORAREE 2 EHEHE
SHETFINRAL  BEEER/LF - R
SHRERER  AKBERBFAIZA
%) IR BREEZ REBEEFEAT

2010
—E-2F
HK$’000
FEx

Within one year

After one year but not later than
five years

After five years

PLEDGE OF ASSETS

R—FR
R—FREREFA
RAFR

43.

At 31 December 2010, the Group’s bank deposits of
HK$121,636,000 (2009: HK$105,622,000) are pledged

to banks to secure the banking facilities

of the Group.
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AEER

2009
—TETNF
HK$’000
Tt

58,963

23,219
716

82,898

R-ZEB-—ZFE+_A=+—0 KEER
1T1F 121,636,000/ T ( —Z T T A4 :
105,622,000/ 7T) B FR1T - IEAEAE

BRTTRAE MIERGS o



Notes to the Consolidated Financial Statements 424 B i8R R Mz
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

44.

RETIREMENT BENEFITS SCHEME

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme”)
and a Mandatory Provident Fund Scheme (the “MPF
Scheme”) established under the Mandatory Provident
Fund Ordinance in December 2000. The assets of the
schemes are held separately from those of the Group, in
funds under the control of 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.

Employees of subsidiaries in the PRC are members of
the state-managed retirement benefit scheme operated
by the PRC government. The subsidiaries are required
to contribute a certain percentage of payroll costs to the
retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.

Payments to the ORSO Scheme, the MPF Scheme
and the state-managed retirement benefit schemes of
approximately HK$88,847,000 (2009: HK$74,239,000)
are charged to the consolidated income statement.

44.

RAKERETE

AR E R B 2 00— AR BB R RIS
fi 1 5 2 76 BB A AR AT B (1 B SR AR AT
gD RBERFIELERZEINR —FEET
FHo AR ZBHMERESFEI([ 815
&) REFBZEERARBEZE
EDRRKE  WIRENAERAZRZE
& R BB B ZA S 2 MBER
et 2B E - ARKABERIRG IR
BEETFTECKE  MABR-_ZTTHF
ToASZBRMAA KRB ZHRE VAR
sgfEeErE -

KRB ERRZERATBEBRTEEZ
BRERRABNAEKE - ZFHMER
AARH X HZ R — B D HRARKE
B AN BBREF - AEBERKBEF
BT E—BERNARHAR -

MEERRATE - ARSI RERER
RIRAE R &I 2T 2 514 /88,847,000
BIL(ZZTTANEF : 74,239,000/ 7T) » I
BirA MR TR -
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Consolidated Financial Statements 24 B 78 3R % MIZE

Notes to the
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES 45, XA TTEMBARFE
OF THE COMPANY
Details of the Company’s principal subsidiaries at 31 KA FEMRBATN-_ZE—ZER -
December 2010 and 2009 are as follows: ENF+_A=+—HZFHBEWOT
Issued and
Place of fully paid
incorporation/ share capital/ Effective equity
registration registered interest held
Name of subsidiary and operation capital by the Group Principal activities
L BRTRAR AEEREZ
WEA R AR BEREELE BA/EMER BERRE TEXK
2010 2009
“B-BF —ITNF
% %
Fogang Kingboard Industry Ltd. ~ PRC' RMB878,100,000 46.09*  Manufacture and distribution
FRREEXERRF hE ! AR#878,100,0007 of copper foi
SERD WIS
Jamplan (BVI) Limited British Virgin US$1,000 100" Investment holding
Islands # 1,000 RABR
EERUHS
Kingboard (Fogang) Laminates ~ PRC'' US$29,466,000 71.53  Manufacture and distribution
Co. Limited HE ! 29,466,000 5 of laminates
BB(HE)BERERAR SEER D HRIER
Kingboard (Fogang) Paper PRC! US$17,936,546 71.53  Manufacture and distribution
Laminates Co. Ltd. Sl 17,936,5463 7T of laminates
BB () EEARBR AT SERH EBRHAER
Kingboard (Hebei) Cokechem Co. PRC' RMB96,000,000 100 Manufacture and distribution
Limited g AR #96,000,0007C of coke
BRTILECARAR BERDHER
Kingboard (Hebei) Chemical Co.  PRC' RMB357,000,000 100 Manufacture and distribution
Limited HE ! AR#357,000,0007T of chemicals
BETICTERAR SERHEICIER
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onsolidated Financial Statements %2 B 75 $R 35 M st

Notes to the
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES 45. ZAATTEMEBATEE o)
OF THE COMPANY (continued)

Issued and
Place of fully paid
incorporation/ share capital/ Effective equity
registration registered interest held
Name of subsidiary and operation capital by the Group Principal activities
ML, BRTRAR AEEREZ
WEAR AR BEREXLE BAEMER ERkE TEXH
2010 2009
—Z-ZF ZTTNF
% %
Kingboard Natural Gas Chemical  PRC ' US$18,500,000 100  Manufacture and distribution
(Chong Qing) Limited R ! 18,500,000 T of methanol
BEXRRCIERBRAR SUER D ETE
BILEREZBRAR PRC ! 1US$19,640,000 100 Property developments
hE 19,640,000 7T FiEER
Heng Yang Kingboard Chemical ~ PRC'! HK$30,000,000 100 Manufacture and distribution
Co., Ltd. g 30,000,000/ 7T of clanstic soda
HHRECIERAR BUER A SR
Kingboard (Lianzhou) Fibre Glass  PRC ' US$13,700,000 71.53  Manufacture and distribution
Co. Limited HE 13,700,000 T of glass fabric
BEEMNBBGEERAA SEER D HRBH AT
Kingboard (Lianzhou) Copper Foil  PRC ! US$64,000,000 46.09*  Manufacture and distribution
Limited e 64,000,0003 T of copper foil
BEEMNFEERAR BUER A HEIE
Kingboard Copper Foil Holdings ~ Bermuda # US$72,250,000 46.09*  Investment holding
Limited @ BRE! 72,250,000 7T REER
Kingboard Investments Limited ~ Hong Kong * HK$8,000 100  Investment holding
BERERRAR B 8,000/ T REER
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Consolidated Financial Statements %34 B 7828 = Mi=E

For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES  45. ZXARTEKEARFE S @)
OF THE COMPANY (continued)
Issued and
Place of fully paid
incorporation/ share capital/ Effective equity
registration registered interest held
Name of subsidiary and operation capital by the Group Principal activities
ML, BRTRERE rEEREZ
WEAR AR BEREXILE BA/EMER BERkE TEXH
2010 2009
—E-ZF ZTITHF
% %
Kingboard Laminates Holdings ~ Cayman Islands * HK$300,000,000 71.53  Investment holding
Limited & RERS* 300,000,000/ 7 REER
BERRRERBRAR &
Kingboard Laminates (Jiangmen) PRC' HK$189,491,052 71.53  Manufacture and distribution
Co., Ltd. HE 189,491,052/47T of laminates
TP EEERBR AR SERH HBHAER
Kingboard (Jiangsu) Chemical PRC! US$28,000,000 71.53  Manufacture and distribution
Co., Ltd. i 28,000,000 T of chemicals
BEOLEH )L AR T BERA B IER
Kingboard Laminates (Kunshan) ~ PRC! US$32,010,000 71.53  Manufacture and distribution
Co., Ltd. i 32,010,000% 7T of laminates
BERER(BIL)BRAR BUER A HEERAR
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Notes to the
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

onsolidated Financial Statements %2 B 75 $R 35 M st

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES  45. ZXARTEKEARFE S @)
OF THE COMPANY (continued)
Issued and
Place of fully paid
incorporation/ share capital/ Effective equity
registration registered interest held
Name of subsidiary and operation capital by the Group Principal activities
ML, BRTRER AEEREZ
WEAR AR BEREXLE BA/EMER ERkE TEXH
2010 2009
Z2-2F _“TTNAF
% %
Elec & Eltek International Holdings  Bermuda/Hong HK$122,467,240 100  Investment holding
Limited Kong # 122,467,240 7T REER
EHZERREEBRAR ARE/BA!
Elec & Eltek International Singapore # US$114,665,000 3 71.75  Investment holding
Company Limited @ R # 114,665,000% 7T 3 REER
EHZEREERAF @
Kai Ping Elec & Eltek Company ~ PRC 2 US$49,520,000 68.16  Manufacture and distribution
Limited I 2 49,520,0003 7T of PCBs
RERNZEEFERAR UER D HERIREIR
Kaiping Elec & Eltek No.3 PRC? US$86,960,000 68.16  Manufacture and distribution
Company Limited I 2 86,960,000 7T of PCBs
FFRNZEET SUER D HEIRIREIR
F=ERAA
Kaiping Elec & Eltek No.5 PRC? US$30,075,100 68.16  Manufacture and distribution
Company Limited HE 2 30,075,100 7T of PCBs
RTEFIZES SER D HERIRBEIR
ERARDA
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Notes to the Consolidated Financial Statements %4 B 7% R M=t
For the year ended 31 December 2010 &2 —E—FF+ - HA=+—HIFF/Z

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES

OF THE COMPANY (continued)

45.

Issued and
Place of fully paid
incorporation/ share capital/
registration registered
Name of subsidiary and operation capital
FMAL BRTRERE
HEARARE BRREEME B/ EMER
Elec & Eltek (Guangzhou) PRC? US$95,596,000
Electronic Company Limited ~ #1E 2 95,596,000 7T
KA ZE(BN)EFERAF
Guangzhou Elec & Eltek Microvia  PRC 2 US$24,800,000
Technology Limited ] 2 24,800,0005 75
BN 2 ha R
BRAF
Elec & Eltek (Thailand) Limited Thailand Baht780,000,000
b 780,000,000%% %
Huizhou Chung Shun Chemical ~ PRC'! US$40,290,000
Company Limited HE 1 40,290,000% 7T
EMBELCIBRATF
ERICI(BMN) BB AT PRC US$35,237,000
! 35,237,0003 T
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Effective equity
interest held
by the Group
rEEBEZ

BERRE

2010 2009
—E-BF _—TTHE
% %

¥N/NETIE S NI 1))

Principal activities

TEEH

70.32

70.32

71.75

100

66

Manufacture and distribution
of PCBs
B R A IR BE R

Manufacture and distribution
of PCBs
Bl R A HERIAEIR

Manufacture and distribution
of PCBs
Bt R A IR AR

Manufacture and distribution
of phenol/acetone

HWERAHEE,/ NH

Refining and distribution of
chemicals

REREDHETER



45.

PARTICULARS OF PRINCIPAL SUBSIDIARIES
OF THE COMPANY (continued)

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

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

+ These companies are non-wholly owned subsidiaries of
Kingboard Laminates Holdings Limited and are regarded as non-
wholly owned subsidiaries of the Company because Kingboard
Laminates Holdings Limited has control over the financial and
operating policies of these companies.

@ These companies are listed on The Singapore Exchange
Securities Trading Limited.

A This company is listed on the Main Board of The Stock Exchange
of Hong Kong Limited.

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

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

3 Included treasury shares of US$896,000.

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

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

46.

222

RELATED PARTY TRANSACTIONS
The Group entered into the following significant
transactions with related parties during the year.
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BREALRS
AEBREWEALEFRRTZEAR
ST

Sales of goods to subsidiaries of
a substantial shareholder of the
Company

Purchase of goods from subsidiaries B4R AFEEIE 2
B AR HREE D

of a substantial shareholder of the
Company
Sales of goods to a minority m—fEE AR Z
shareholder of a subsidiary
Purchase of goods from a minority — [@—REHER R 2

shareholder of a subsidiary

AARREZERRZ
MEARHEEER

PEEREEE

PHERRBER

Drilling service provided by a minority f— Rk B A 72 22

shareholder of a subsidiary

In addition, the Group also sold 35,500,000 (2009:
23,750,000) shares of KLHL to a substantial shareholder
of the Company at a consideration of HK$269,800,000
(2009: HK$116,850,000) during the year ended 31
December 2010.

Included in trade and other receivables and prepayments
at 31 December 2010 was an amount due from a
minority shareholder of a subsidiary of approximately
HK$17,523,000 (2009: HK$109,135,000) which was in
trade nature. The Group allowed credit periods of up to
120 days, depending on the product sold to its related
parties.
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Purchase of goods from an associate [A)— i 4 A 7408

]
Hon

2010 2009
—e-%F  —TIhE
HK$’000 HK$’000
Fit FH
326,862

92,468

2,712

287,464
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46. RELATED PARTY TRANSACTIONS
(continued)
Included in trade and other payables at 31 December
2010 was an amount due to an associate of
approximately HK$11,502,000 (2009: HK$26,173,000)
which was in trade nature. The related party offers credit
periods of up to 120 days to the Group.

Compensation of key management personnel
The remuneration of directors and other members of key
management during the year was as follows:

46.

EREALXRSF #®)

R-ZE—ZTF+-A=+—H BHEE
MRS BRIEERE S IEE 2 E—M
B4 N B3R IE4911,502,0008 0 ( Z A,
% 26,173,000/ 7T) - BHEATRARE
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FTEEEAEME
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-

Short-term benefits 52 EAtE A
Post-employment benefits RUKIEAE T
Share-based payments LAR& R FE AT 30

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

2010 2009
-85  —TThF
HK$’000 HK$’000
FEL FHT
175,803

1,348

320

177,471

EERTETBRABZMERTMEZES
ERENEIRARMSBERETE
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Financial Summary
M E

RESULTS #%&
Year ended 31 December
BZE+-HA=t—-HLFE
2006 2007 2008 2009 2010
ZTENEF ZETEF —TTN\F “TENF —E-ZF
HK$'000 HK$'000 HK$’000 HK$'000 HK$000
FABL FHBIT FHEIT FHEIT TR
(Restated)
(&=71)
Revenue 1 16,773,348 20,025,112 23,681,401 23,863,373 = 33,891,522
Profit before taxation KR RS 7,596,154 3,717,184 2,325,502 3,214,180 5,166,338
Income tax expense FTEfAxY (240,435) (245,030) (194,231) (248,484) (516,221)
Profit for the year RERFH 7,355,719 3,472,154 2,131,271 2,965,696 4,650,117
Attributable to: eI %R
Owners of the Company  AAFHAEA 7,068,015 2,778,321 1,705,850 2,396,030 3,620,818
Non-controlling interests ~ FEAZRR A SR 25 287,704 693,833 425,421 569,666 1,029,299
7,355,719 3,472,154 2,131,271 2,965,696 4,650,117
ASSETS AND LIABILITIES EEREE
At 31 December
R+=A=t+—H
2006 2007 2008 2009 2010
—ETRE —ETLE —TEN\FE  —TTHhE —E-ZE
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHBT FHIT FHEIT T TR
Total assets BERE 28,121,051 34,941,086 38,241,465 43,374,536 = 51,267,210
Total liabilities BERE (9,108,130)  (12,715,190)  (14,624,264) (17,250,420) = (19,684,875)
19,012,921 22,226,796 23,617,201 26,124,116~ 31,582,335
Equity attributable to ARAFEBA
owners of the Company  fE{E#Es 15,958,925 18,277,703 19,354,046 21,506,417 = 25,770,174
Non-controlling interests ~ JEFIRAR A28 3,053,996 3,949,093 4,263,155 4,617,699 5,812,161
19,012,921 22,226,796 23,617,201 26,124,116 ~ 31,582,335
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_f\; ») KINGBOARD CHEMICAL HOLDINGS LIMITED

2nd Floor, Harbour View 1, No. 12 Science Park East Avenue, Phase 2 Hong Kong Science Park, Shatin, Hong Kong
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Tel E 5% : (852) 2605 6493 Fax {85 : (852) 2691 5245

E-mail £ : enquiry@kingboard.com Web site 811t : http://www.kingboard.com
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