I< 28 SfEBERMRLF
KINGBOARD HOLDINGS LIMITED

Stock Code R&{n55% : 148

ESG REPORT

2017

B ALE K
R

e

b LA

A VA

o el



CONTENTS
&%

4 A. The Environment
A BIR
4 A1. Discharge and Emission
Al BB
/] O A2. Consumption of Resources
A2 ERERA
/I 6 A3. The Environment and Natural Resources
A3. RIERRREIR
/] 6 B. The Community
B. &
/] 6 B1. Employment
Bi. EfE
/] 7 B2. Health and Safety
B2. REHEZE
/l 9 B3. Development and Training
B3. # R RIEF
2 O B4. Labour Standards
B4. 35 T %8|
2 /] B5. Supply-chain Management

B5. ftREEEE

2 2 B6. Product Liability

B6. EmEE

2 8 B7. Anti-corruption

B7. RE’S
2 8 B8. Community Investment
B8. #t BR&E
2 4 Board Management & Responsibility

ExgEENRER



A D [T

KINGBOARD HOLDINGS LIMITED
ESG REPORT 2017

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

BRI 4 ERERRE

Kingboard Holdings Limited (“Kingboard Holdings”, the “Group” or “We”) has
integrated sustainable development in its strategic planning and day-to-day
operation, with a view to delivering long-term value to stakeholders of the
Group. This report covers the initiatives and performance in environmental,
social and governance (“ESG”) matters relating to laminates, printed circuit
boards and chemical products for the period commencing on 1 January and
ending on 31 December 2017 (“Reporting Period”, “FY2017”).

This environmental, social and governance report (“ESG Report”) has been
prepared in accordance with the Environmental, Social and Governance
Reporting Guide (“ESG Guide”) set out in Appendix 27 to the Main Board
Listing Rules of the Hong Kong Stock Exchange. In connection with this ESG
Report, our major stakeholders have participated in the materiality assessment
of various environmental, social and governance matters (“ESG Matters”) and
identified our operating activities with a material impact on the environment
and the community. A summary of the ESG Matters material to the Group
contained in this report is set out in the following table:
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B. The Community
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B1. Employment — Policies for recruitment, remuneration, promotion and
dismissal
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B2. Health and Safety — Production safety and staff health
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B3. Development and Training — Staff development and training
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B4. Labour Standards — Prevention of child labour or forced labour
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B5. Supply-chain Management — Supply-chain quality and management of sustainable
development
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B6. Product Liability — Customer service, product quality and customer privacy
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B7. Anti-corruption — Integrity and corruption-free practices as corporate
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THE ENVIRONMENT

Discharge and emission

The Group is committed to minimising the environmental impact of air
emissions, waste water and solid wastes generated in its production
process. We seek to reduce the volume of discharge of air emissions,
waste water and hazardous wastes in all areas, such as production,
office and staff quarters, by formulating regulations and operating
procedures relating to environmental protection. In addition, we
also focus on preventive measures, as we conduct evaluation of the
source of discharge and emission on a regular basis, devise schemes
to reduce discharge and emission at source, make adjustments
to energy-related technologies and equipment, and seek further
opportunities for recycling discharged materials and turning them into
usable resources. We also make proactive efforts to optimise facilities
and procedures for processing discharge and emission to ensure
their effectiveness.

Moreover, we are aware of the fact that employees play an
important role in the reduction of industrial waste. We have put in
considerable resources to the education of employees on raising the
awareness of environmental protection. We have also established
a dedicated environmental protection task force responsible for
formulating and implementing our environmental strategy, defining the
environmental objectives of various business units and coordinating
their environmental initiatives, supervising the implementation of
targets in discharge and emission through a relevant mechanism
for environmental audits and investigating future environmental
rectification plans based on the outcome of such audits.

The Group implements the ISO14001 management system to
process or control waste water, air emissions and wastes generated
in the production process from their sources. Improvement measures
are carried out annually to reduce discharges and environmental
hazards on an ongoing basis.
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A.

A1l

Major air emissions and

TH E ENVI RON M ENT (continued)

Discharge and emission (continued)

Air emissions

Key discharge and emission data of Kingboard Holdings for FY2017 is
set out as follows:

waste water discharge FEARHEBYIR Laminates
(tonne) Nete 1 357K (W) &1 Z AR
Nitrogen oxides ARE 90.5
Particles LSRR 8.4
Sulphur dioxide —&qbhi 22.0
Sulphuric acid mist s E N/A Note 2

TE 2
Ammonia & N/A Note 2

TiE 2
Tin and its compound HREEY) N/A Note 2

TiE Az
Processed waste water ERERIFK 11,520.0

Note 1 The scope includes 19 factories related to the production of laminates,

PCB and chemical products.

Note 2; The business segment did not generate this type of emissions during the

Reporting Period, hence the relevant disclosure is not applicable to such
business segment.

As part of its efforts to develop an internationally-advanced
environmental technology regime, the Group carried out a number of
environmental regulation initiatives during the financial year with a total
investment of more than RMB200 million to enhance the effectiveness
of the Group’s technology of reducing discharge. Environmental
regulation projects that we have invested in include modification of
exhaust gas pipeline operation, a full-scale upgrade and conversion
of the desulphurisation, denitrification and dust removal systems,
carbon dioxide recovery from coke oven exhaust gas, integrated
exhaust gas treatment at chemical product workshop, installation of
2 online volatile organic compound (VOCs) testing, replacement of
10 exhaust gas purification towers, 2 sand filters and 1 filter press,
measures for the discharge of boiler flue gas after compliances with
relevant standards through treatment in various systems, as well
as implementation of the requirement for plant exhaust gas to be
discharged only after compliance with relevant standards through
furnace treatment. The aforementioned range of measures have
resulted in the reduction of the Group’s emission of sulphur dioxide
and flue dust by over 400 tonnes and 82 tonnes, respectively, while
effectively reducing the volume of nitrogen oxides generated in
production processes helps the Group attain its targets in discharge
and emission reduction for the benefit of sustainable development.
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Printed circuit
board (“PCB”)

EN R A BEAR

31.1
14.7
2.1
27.4
12.4
472.5

12,637,960.6
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BB

Chemical
products Total
{EIEm B
1,729.8 1,851.4
27.3 50.4
364.2 388.3
2.4 29.8
4.5 16.9
N/A Note 2 472.5
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TH E ENVI RON M ENT (continued)

Discharge and emission (continued)

Air emissions (continued)

Moreover, the Group has invested RMB800 million in the development
of advanced environmental facilities at the Hebei plant, including the
construction of major facilities for industrial exhaust gas treatment. We
have also engaged post-graduate students and doctoral candidates
of key national laboratories to conduct research on the recycling of
substances discharged from production at the Group’s industrial
parks based on an environmental management system underpinned
by “new materials, new technologies and innovation”. Such research
covers various aspects of exhaust gas, waste water and solid
waste with in-depth investigation in key environmental regulation
technologies and core equipment, aiming to further achieve ultra-
low discharge and emission at the industrial parks on top of meeting
relevant compliance standards. To facilitate R&D on specific measures
and technologies for the reduction of discharge and emission, the
Group has formed an environmental regulation steering group to carry
out R&D on environmental protection and technological upgrade.
Headed by the directors of the Group’s plants, the steering group
has joined forces with Beijing Normal University (BNU) to establish
the “BNU National Key Laboratory for Environmental Simulation
and Pollution Control — Kingboard (Hebei) R&D Centre”. Novel
environmental treatment processes, equipment and methodologies
developed through active cooperation between BNU and the Group
will be marketed to coking and metallurgical enterprises in phases
following thorough tests and trials.

The Group has also built gas purification facilities, such as the
alkaline degassing chamber and acidic degassing chamber, for the
processing of air emissions from PCB plants and formulated the
corresponding “Instructions for Air Emissions Control” to ensure that
industrial gas emissions generated in the production process will be
only discharged after the treatment through the degassing chamber.
All liquefied exhaust gas will undergo stringent processing through the
waste water treatment station before being discharged to designated
rivers at consistent and rigorous standards and due supervision will
be carried out to ensure the same.

The Group has consistently invested in the construction of
environmental projects. For example, the Group has completed the
full upgrade and conversion of the denitrification and dust removal
system of the boiler and brought the discharge volume for various
pollutants to a level exceeding national standards. Compared to the
previous year, the Group successfully reduced its emission of sulphur
dioxide, nitrogen oxides and flue dust by 85%, 35% and 65%,
respectively. In addition, the Group has also implemented the project
for carbon dioxide recovery from coke oven exhaust gas to facilitate
recycling of exhaust gas generated from the coke oven and increase
the ratio of clean energy utilisation.
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TH E ENVI RON M ENT (continued)

Discharge and emission (continued)

Waste water management

We operate in strict accordance with the requirements of national
and local laws and regulations to ensure compliance with national
standards in the discharge of waste water. For example, to ensure
compliance with national standards in various items of discharge by
the Group’s plants, the waste water discharge policies of the Group’s
plants in Yangxuan, Qingyuan have been stringently implemented in
accordance with “Guangdong Provincial Local Standards for Water
Pollutant Discharge Limits” (DB44/27-2001 and DB44/26-2001)
in a strong effort to reduce environmental hazards resulting from
production operations.

In addition to ensuring compliance with local laws and regulations,
we are committed to the ongoing improvement of our waste
water processing technology, as evidenced by the investment of
approximately RMB26 million in FY2017 in the proprietary R&D of the
technology package of “electrochemical water processing + micro-
nano bubble + ultra-high speed filter + two-film filtration” for the in-
depth processing of secondary biochemical effluents in coked waste
water to ensure consistent compliance with standards for recycled
water, taking the initiative to recycle and reuse cooling water from the
production system. The said technology is capable of improving the
quality of effluents to a level close to purified water far in excess of
the “Standard for the Quality of Industrial Water Recycled from Urban
Waste Water (GB/T19923-2005). Currently, this technology package is
capable of processing up to 1,920 tonnes of water daily and reduce
the Group’s waste water by approximately 560,000 tonnes each year.
During the financial year, we invested in various types of liquid waste
management projects, such as the installation and operation of the
liquefied alkalic desulphurisation tower, as well as the commissioning
of the wind turbine to pump covered exhaust gas from waste water
into the boiler for combustion.

Meanwhile, the waste water collection system and process upgrade
project commenced in 2016 with an investment approximately
RMB20 million was completed in 2017 and under operation since
in 2017. The upgraded waste water collection system conducts
waste water conveyance through a lift pump and facilitates waste
water collection and processing through the separation of rainwater
and wastewater. We have also improved our waste water treatment
technology to allow the application of different processes for different
types of waste water based on their characteristics. In particular,
we have improved the pre-processing of the biochemical process
to enhance the overall effectiveness and stability of our waste water
treatment system. Due to the upgrade, the Group’s annual discharge
of COD (chemical oxygen demand) and ammonia nitrogen has been
reduced by approximately 30 tonnes and 4.5 tonnes, respectively.
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A. THE ENVIRONMENT (continued) A. %iﬁ(%)
A1 Discharge and emission (continued) Al BERW )
Waste management BEYEE
The volume of waste generated by Kingboard Holdings during EEEBO17THFE I FENEEYES
FY2017 is set out as follows: =
Chemical
Laminates PCB products
Type of waste (tonne) Note 1 BEAR ERIRREAR {ETEM
Major hazardous waste TEREREEY
Waste containing primarily organic TEEEEK D EEEY) N/ANete 2 1,451.2 627.1 2,078.3
compound (e.g., ether, phenol, (4Bt -~ B - 151RE - ek
resin, organic solvents, etc.) BEATESE)
Metallic waste (e.g., beryllium, SeBREEY (N - 88 - N/A Note 2 56,167.2 3,913.0 60,080.2
chromium, copper, mercury, etc.) i REZH i e
Waste that might contain inorganic or A p¢ & ML B AR D 1Y N/A Note 2 375.5 22.7 398.2
organic compound (e.g., oil/water REZEE Y (ansh K~ 1S g A
or hydrocarbon/water mixtures or ICEE SR - 2
emulsion, dye, coating, cyanide, etc) ¥}« &k - S rEE
Acidic waste i N/A Nete 2 7,604.7 N/A Note 2 7,604.7
TE TEAR
Alkaline waste BETR N/A Note 2 5,352.0 N/ANote 2 5,352.0
TE R TEA
Major non-hazardous waste FTEEREBEEY
Daily waste HESERTIR 124.0 1,978.3 425.0 2,527.3
Paper iy 144.0 932.7 75.3 1,152.0
Card board iR N/ANete 2 1,035.8 N/ANote 2 1,035.8
TiE R TEA
Subplate IR N/ANote 2 3,703.7 N/ANote2 3,708.7
TER®2 TEA
Carton i N/A Note 2 136.5 N/ANote 2 136.5
N iE A2 NiE e
Kraft paper SRR 696.3 1,435.0 N/A Note 2 2,131.3
TEA2
PE fim PERE N/ANote2 268.0 N/ANote 2 268.0
TER2 TEAR
Aluminium sheet frala N/A Note 2 1,2154 N/ANote 2 1,215.4
TE TEA
Frame board HER N/ANete 2 435.9 N/ANote 2 435.9
TE R TEA
Note 1 The scope includes 19 factories related to the production of laminates, 1 SEEEBRER - EDRIZIRR - b
PCB and chemical products. TEREEEBNIOR TRz EHIE -
Note 2; The business segment did not generate this type of waste during the 2 LEFIR AR BN R A E At A
Reporting Period, hence the relevant disclosure is not applicable to such EEEY) - RULABRAE BRI T E AR E

business segment. FEIRIR -
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TH E ENVI RON M ENT (continued)

Discharge and emission (continued)

Waste management (continued)

To facilitate safe and effective reduction of the generation of
hazardous wastes, we have implemented a range of measures to
reduce the discharge of hazardous wastes, including cooperation with
Research Institute No. 711 of China Shipbuilding Industry Corporation
leading to the successful domestic development of a technology
for the integrated use of phenol salt slag leveraging the patented
technologies of the Institute for the removal of organic compounds
in salt slag through burning to convert the same into industrial-grade
sodium sulphate. The technology has effectively reduced the Group’s
discharge of hazardous waste by 632 tonnes in FY2017. During
the Reporting Period, the Group actively encouraged its subsidiary
plants to reduce the generation of wastes through the adoption of
various technologies. For example, we carried out acidification and
dehydration processes in respect of membrane slag generated
from the production of circuit boards to reduce the generation of
membrane slag by as much as 50%.

Moreover, we are also committed to the temporary management
of hazardous wastes. Currently, we require the plants to place
hazardous wastes at storage facilities designated for the temporary
storage of hazardous wastes. Such facilities have been duly
equipped with measures to prevent seepage, rain wash and draining.
Different types of wastes are placed at strictly separate locations.
For example, we separate the disposal of hazardous wastes and
general industrial wastes and store solid, liquid and semi-solid wastes
separately according to their characteristics. Furthermore, we label
each type of wastes clearly for the purpose of identification and post
warnings of hazardous wastes at conspicuous locations. The Group
also supervises relevant staff to record the volume of wastes on a
regular basis and procure collection of stored hazardous waste by
professional waste recycling operators once its volume has reached
a designated level. In addition, stringent regulations have been set
in respect of the facilities and ground surface of the storage venues
to ensure compliance of the storage of hazardous wastes with
environmental requirements.

In addition, we have been making efforts to upgrade our waste
recycling technology. The Group is planning to implement a project
for the recycling of copper from micro-etching liquid wastes. This
project will employ the electrolytic recycling technology to extract
copper from micro-etching liquid wastes. Upon its completion, we
expect to generate approximately 50 tonnes of recycled copper each
year. We will also reuse the micro-etching liquid wastes left from
copper recycling mainly for the processing of photosensitive material
wastes to facilitate the conversion of wastes into resources.
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A2

TH E ENVI RON M ENT (continued)

Discharge and emission (continued)

Waste management (continued)

Meanwhile, we are equally committed to the proper handling of non-
hazardous wastes. Waste recycling areas are set up in all premises
of operation. Different types of wastes are marked with labels for
identification and separately collected and stored. We collect used
paper and plastics and deliver them to recycling operators for reuse
to reduce secondary pollution. In connection with office documents,
the Group adopts electronic versions or two-sided printing to reduce
waste generations. At the production premises, we are also engaged
in proactive recycling of non-hazardous waste for delivery to operators
specialised in waste collection. In FY2017, we processed and sold up
to approximately 150 tonnes of copper scrap.

Carbon emissions

The emission of carbon in the Group’s operations originates primarily
from its energy consumption. The operation of our plants, supported
mainly by municipal electricity and natural gas, generated a total of
2,258,850.3 tonnes of CO,e in FY2017. For details of our carbon
emissions and measures for energy conservation and emission
reduction, please refer to section “A2 Consumption of Resources”.

All departments of the Group are required to abide strictly by its
internal regulations for environmental protection to ensure compliance
with applicable laws and regulations. The Company was not aware
of any material non-compliance with laws and regulations in relation
environmental matters that had a significant impact on the Group
during FY2017.

Consumption of Resources

The Group employs production processes and equipment of industry-
advanced standards, to reduce energy and resource consumption,
while setting targets for water and electricity conservation. Moreover,
we are committed to compliance with pertinent laws and regulations
on environmental protection with the adoption of effective measures
to facilitate optimal use of resources, reduction in wasteful
consumption and energy conservation.

KINGBOARD HOLDINGS LIMITED
ESG REPORT 2017
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A.

A2

Type of resources Note 1

TH E ENVI RON M ENT (continued)

Consumption of Resources (continued)

The Group’s production facilities have been operated in accordance
with applicable environmental rules and regulations, while enterprise
resource planning (ERP) systems have been implemented at all plants
and offices to facilitate centralised administration and allocation
of all resources, improvements to the manufacturing processes,
materials, production equipment and recycling technologies relating
to our products, timely adjustments on product mix to reduce the
consumption of resources during production. Moreover, to avoid
wasteful consumption of resources, the Group has formulated rules
and regulations relating to the use of resources to regulate the use of
water, electricity and gas in production and operation.

Data on the volume of energy and water consumption of Kingboard
Holdings for FY2017 is set out as follows:

Laminates

BERER EIER

Urban electricity (kwh) ME(FEE) 193,262,412.9
Coal (tonne) (8 72,271.5
Diesel (tonne) 4em (IE) 43.8
Natural gas (cubic metre) KRR (ZHTK) N/A Note 2

TV ELEES
Water (cubic metre) IK(SZAHAK) 925,685.0
Carbon discharge (CO,e in B (W2 — &L Ak 296,699.3

tonnes) Note 3 )i

Note 1 The scope includes 19 factories related to the production of Laminates,

PCB and chemical products.
Note 2; The business segment did not utilise this type of energy during the
Reporting Period, hence the relevant disclosure is not applicable to such
business segment.
Note 3; Carbon discharge data set out above is calculated by reference to the
“Greenhouse Gas Protocol” published by the World Business Council for
Sustainable Development (WBCSD) and World Resources Institute (WRI),
“Greenhouse gas reporting — Conversion factors 2016” published by
the Department for Business, Energy & Industrial Strategy of the United
Kingdom Government, Baseline Emission Factors for Regional Power Grids
in China 2016 (Draft for Comment)” published by National Development
and Reform Commission of China, the HKEx Reporting Guidance on
Environmental KPIs, and “A Study of CO2 Emission Sources and Sinks in
Thailand” published by Geophysics Research Center and Center for the
study of Earth System Environment and Adaptation for Sustainability.

BEEEERLQA

—E—FRE HEREARE
A, BEw
A2 EBRFEHE)
A E R B A AR — ELIR PR AR IR

PCB
Nl £ BE AR

715,365,501.0

N/A Note 2
TiEp a2
315.0

1,392,079.4

15,5646,714.0
455,232.3

i“%EE“J&%EWU E1E - WHRATA TR

NEZBHLELRAE(ERP)RE -
BB ERETHR—EEMALE - B
EERMBERE MA £EZHER
BRERREN  EREAZRERSE &
LERREEBRTPTNERERE -3
Hh 0 BBGEREER  AEEEBIETE
B FREEMRESE - JIRTEEER
BEBEPFEHAERIK BERARE
BI3REEIA o

HEHSEE2017F I F E IR R &
AKBWT :

Chemical
products

{LIESR

1,495,775,241.7 2,404,403,155.6

218,416.2 290,687.7
N/A Note 2 358.8
Ty
N/A Note 2 1,392,079.4
Ty
8,464,584.0 24,936,983.0
1,606,918.7 2,258,850.3

Bk HEDERBERER - DDRIGZER -
TEREERBN19ORK TR BUE -

2 ZEBRBRIRE HIRIRA (AR
BER - UL AR BEL TE RN ES
RIE o

FiBRHE Rz St E 2R R K
4% R & (WBCSD) H tf 7 & R 5
EREWRNERZCREREBEEHT
£ ) + Department for Business, Energy
& Industrial Strategy of the United
Kingdom GovernmentZ{Greenhouse
gas reporting — Conversion factors
2016) - PEIBERERNKEZEED
242016 B[ 5 & 48 E 2 B A
FERERR))RBEERSHFCERR
BRI UIRIE = ¥RIES]) + Geophysics
Research Center & Center for the study
of Earth System Environment and
Adaptation for Sustainability 2 (A Study
of CO, Emission Sources and Sinks in
Thailand))
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BRI HERERERE

A. THE ENVIRONMENT (continued) A. %iﬁ(%)

A2  Consumption of Resources (continued) A2 ERFERAE)
Data on energy consumption and intensity of water consumption of EEEE 201 7F R FEMEEIRE B &
Kingboard Holdings for FY2017 is set out as follows: FREE

Type of

resources Note!

Laminates

BHER

PCB
B 4% B A

Chemical products

tIER

Urban electricity ~ M& 2.77 kwh/per unit of 8.43 kwh/per square feet of 356.75  kwh/per tonne of finished
finished product finished product product
TRE/ G TRE/STARKS TRE,/ WG
Coal o8 0.001 tonne/per unit of finished ~ N/A N2 tonne/per square feet of 0.052 tonne/per tonne of finished
product A= finished product product
W/ B W/ B A RE WE,/ MR G
Diesel 45m 0.000001 tonne/per unit of finished 0.000004 tonne/per square fest of N/A Nete2 - tonne/per tonne of
product finished product T@EA#  finished product
WE,/ SRR W,/ B HRE R W8,/ BB &
Natural gas AAR N/ANe2 - cubic metre/per unit 0.016  cubic metre/ N/ANete2 - cubic metre/per tonne of
= of finished product per square feet of N@EF®  finished product
SAK S BER R finished product AR BUER
VAR GERREK S
Water K 0.01 cubic metre/per unit 0.18 cubic metre/ 2.02 cubic metre/per tonne of
of finished product per square feet of finished product
SAK S BER S finished product ARG
VAR GRS
Netet: The scope includes 19 factories related to the production of laminates, o HEDERBIRER « ENRIGRER - 1t
PCB and chemical products. TEREEEEMNIOR TRz EE -
Note 2; The business segment did not utilise this type of energy during the [ TSR R S AR )R B (F A 48

Data on the volume of consumption of packaging materials of
Kingboard Holdings for FY2017 is set out as follows:

Reporting Period, hence the relevant disclosure is not applicable to such

business segment.

BER - R B NERNZET
TR o

BEEE0TFFBEF LN R

ERE

Chemical
Type of packaging SEMREE Laminates PCB products
materials (tonne) Note ! (g ) =1 ZEHRE R ET il 8 2% AR {EITEm
Carton Fiv] 297.0 2,726.7 N/A Note 2 3,0238.7
e A2
Blister packaging %8 N/A Note 2 1566.7 N/A Note 2 1566.7
A A
Plastic wrap IREEIRE B2 N/A Note 2 92.3 N/ANote 2 92.3
iE A2 e A2
Card board iRk 413.0 N/A Note 2 N/A Note 2 413.0
A A
Drench membrane paper B4R 317.9 N/A Note 2 N/A Note 2 317.9
AN iE A2 e A2
Noet:  The scope includes 19 factories related to the production of laminates, g HECIERBHFER « EDRIRER - &
PCB and chemical products. TEREEEBENIOR TR EE -
Note 2; The business segment did not utilise this type of packaging material during 2 REBRIR A RS BN B F At 58

the Reporting Period, hence the relevant disclosure is not applicable to

such business segment.

BEME - FUARRREL TN EARZ
KRR -
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A.

A2

TH E ENVI RON M ENT (continued)

Consumption of Resources (continued)

During the Reporting Period, all power generators with large output
operating at the Group’s plants, such as water pumps, wind turbines
and air-conditioners, were replaced with energy-saving models.
Notable results have been achieved with projected annual savings of
power by approximately 15%. We have also phased out old models
of air compressors and replaced them with the 132 energy-saving
model, which is capable of reducing daily power consumption by
approximately 25%-30% compared to the old model, while assuring
normal air supply at the workshops. Moreover, we have also been
using new LED lights for the exposure machines, reducing power
consumption by 60% versus traditional lights previously in use. In
addition, we have completed the conversion of the water heating
system of the factory staff quarters involving the use of residual
heat of air compressors to provide water heating for the quarters,
resulting in the saving of 1 million kwh of electricity annually. Such
initiative underlines the practice of environmental protection in internal
administration and daily life to enhance environmental awareness
on the part of our employees and encourage the practice of an eco-
friendly culture to fulfil the aim of sustainable development.

Moreover, to optimise equipment maintenance, we have acquired
4 liquid vacuum systems which employ maintenance-free liquid
ring vacuum pumps to avoid any lapse in the efficiency of power
consumption by equipment because of aging components.
Furthermore, to increase production efficiency and reduce
unnecessary energy consumption, we have purchased 3 cold
compressors. Total energy consumption of water, electricity and coal
has been reduced by approximately 24% following the commissioning
of 2 of such cold compressors. During the Reporting Period, the third
set of new cold compressor was also put into operation to further
enhance our efficiency in power consumption. The Group has also
assigned dedicated staff to carry out regular inspection, supervising
the implementation of the resource management mechanism to
procure rectification of any deficiencies as well as conducting timely
warnings and adjustments in respect of production lines showing
excessive growth in total energy consumption, so as to ensure
optimal utilisation of all resources of the Group. We have set targets
in energy conservation based on the total amount of annual energy
consumption and assigned conservation tasks to departments,
workshops and shift teams, introducing incentives as well as penalties
in a move to demand fulfilment of designated annual conservation
targets by all departments.

BEEEERLQA
TR HEREARE

A2

RE )

EREA®
RIRERM - AEEB IR KR -
Ei - THREADEEREHERE
fhae B - WHESHBEMNKR « 85t
BEEBHENI5%NNEN - HFEHE
INERI TR - IR R132R B e 2 B
o M A S KA E 2 R E LY
25%-30%%E 1 ' N IRFEEHANIEF
HR o BOR - RAMBEE R IR LR B 3T
RILEDE - HEFRBMNERELLEL
FE60% - &  HKiH THE &K
REETT T HUE - N = B ERRNG K
MBHBEEER  BFHHFE1008E
B o ZIEREABIRERENESRA
NEHEEERAEEETET  REEIM
RREHR  SEEEBELEFEESE
AL ERAIEHER R A1Z o

AN - HPIABIERERE  BA4E
BRERAEZRL  ZEGRBREER
RABZER @ BREEMAEMFER
BREME - HX > HMNERRESLE
ME - ORETVENEERER  BET
BELEH - H2ERBEMR - 28
K~ BIEAAEEEREIEIRLI24% - R
SHIRE - ERENFE=ELEDHIEER
AR AEIRE B T iR S FERE UK o
AEEFERREAETERER B
BREEKBINERBELLE TR ZE
MPARLE - YHRERERAERRBIR
M AEER LR ML TEE MR - IARER
SEAMERRE R BEEM - TR
REFRERERE - $IERERELE
B WHAEKDIREAM - BE - &
EREDSEYAE - SIERIER 0 B
RERE PR FHIENEEE
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RE - HERERRSE

A.

A2

TH E ENVI RON M ENT (continued)

Consumption of Resources (continued)

In connection with water consumption, the Group emphasises
recycling as well as conservation of water resources. We have
established environmental protection functional departments to
carry out detailed management and supervision in respect of energy
conservation, discharge reduction and recycling. A portion of the
purified water and usable waste water discharged to the waste
water treatment station is being recycled, while discharged water at
the waste water treatment station is being reused in the recycling
water system as replenishment after deep processing, with a view to
recycling water resources and reducing discharge of waste water.

Furthermore, we have built a water purification system which allows
the recycled use of waste water for the exhaust gas towers, air-
conditioners and water towers to save water consumption by 20%
each month. Meanwhile, the Group’s proprietary technology package
of “electrochemical water processing + micro-nano bubble + ultra-
high speed filter + two-film filtration” is capable of improving the quality
of effluents to a level close to purified water in excess of the national
standard by a considerable measure. The technology is expected to
help reduce the Group’s waste water by up to 560,000 tonnes each
year. We have also adopted an advanced open circulatory cooling
water processing system to lower the temperature of water used by
equipment in the cooling workshop through heat exchange with air
at the counter-flow cooling tower before recycling such water. The
system only requires occasional replenishment of water to balance
losses caused by evaporation and wind-drying.

In addition, waste water generated from the water purification
chamber is recycled as flush water as well as cooling water for
compressors. In FY2017, we achieved conservation of approximately
280,000 tonnes of water as a result of this measure. We have applied
the technology for recycling waste water from wash water overflows
in our production lines, which can reduce annual water consumption
by approximately 40%. The standards for water consumption
by production lines have also been adjusted based on relevant
assessments and annual water consumption is expected to reduce by
350,000 tonnes. To meet relevant requirements for clean production,
pneumatic pumps have been installed in the drainage pipes to
direct waste water generated from steel board washing through the
drainage pump to the water pool in the boiler room and the cooling
tower. Monthly average water consumption has been reduced by 6%
following the completion of this project.

In addition to assuring energy efficiency, the Group also seeks to
maintain stability in the source and quality of water supply by sourcing
from the government water supply system only. During the Reporting
period, the Company did not experience any problems in securing
appropriate water sources.
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A.

A3

B1

TH E ENVI RON M ENT (continued)

The Environment and Natural Resources

To assure sustainable development, the Group has developed an
environmental management system, through which the environmental
impact of business activities is being assessed and continuous
improvements are being made to the production processes and
equipment to avoid abuse and depletion of natural resources. The
Group has obtained certifications under ISO14001, the Restriction of
Hazardous Substances (ROHS) and Sony Management Regulations
for the Environment-related Substances to be Controlled which are
included in Parts and Materials (SS-00259) for its environmental
management systems. Meanwhile, we have appointed a third-party
professional firm to prepare an environmental contingency plan and
established an environmental contingency team headed by the plant
manager, ensuring swift response to emergencies to minimise the
impact of any environmental incidents.

In addition to compliance with currently applicable national and
provincial regulations and standards on environmental protection,
the Group has also acted in proactive response to noise generated
by production facilities. A dedicated task force has been assigned
to conduct regular noise tests and controls, while soundproof
enclosures have been installed for equipment and facilities generating
loud noise, and covers have been added on outdoor wind turbines
and power generators together with relevant shock absorbing
measures to reduce noise pollution, in a bid to build the Group into
a national benchmark enterprise that exceeds national standards in
environmental protection.

To enhance the quality of our environmental management, the ground
surfaces of our plant areas are “either green or cement”, as lawns
have been planted in the surrounding areas of the plants to facilitate
purification, moderation and improvement of air quality for the plant
areas. Separation and anti-seep measures have been adopted for the
ground-level drainage and the underground water tanks to prevent
soil pollution by industrial liquid wastes on the factory grounds.

THE COMMUNITY

Employment

We believe high-calibre human resources represent a crucial factor
forging the competitiveness of an enterprise. In this connection, the
Group has adopted a core strategy that seeks ongoing recruitment
of competitive and creative personnel, complemented by a
comprehensive training regime that emphasises continuous learning
and team coordination, with a view to nurturing top-rate technical and
management personnel pursued by Group departments at all levels.
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B.

B1

THE COMMUNITY (continued)

Employment (continued)

Under our recruitment policy, we are basically looking for people who
are trustworthy, innovative and proactive team players. All applicants
must undergo a formal and objective assessment to determine
whether they have the aptitude and ability to meet requirements of
the Group’s business development. At the same time, we have also
established stringent procedures for examination and approval to
ensure fairess of the recruitment process.

Our remuneration policy has been formulated in strict accordance with
provisions of local governments and pertinent laws and regulations
announced by the Ministry of Labour in the PRC. Comprehensive
rules and regulations, including the System for the Administration of
Salaries and Allowances, Performance Appraisal System, System
for the Administration of Merit Assessment and Reward Allocation
System, have been formulated for our employees’ reference and as a
basis for appraisal. Staff remuneration is determined on the basis of
market levels, profitability of the Group and individual performances
and adjusted according to comprehensive performance appraisals,
seniority, attitude and other factors, in order the maintain the
objectivity and fairness of our remuneration regime. We also provide
adequate paid annual leaves for employees and stipulate appropriate
work hours and off hours with a view to work-life balance on the part
of employees.

In addition to competitive remuneration packages, we also grant
share options and special bonuses to eligible personnel, depending
on their performances and our financial conditions. Meanwhile, staff
privacy is also of equal importance to us, who have adopted relevant
measures to keep confidential data relating to staff remuneration.

Moreover, we also provide employees with opportunities for
promotion. The Group encourages internal promotion, as
approximately 80% of the current team of junior, intermediary or
senior managers have come through the ranks to where they stand
now. The system of internal promotion allows capable staff to bring
their strengths into full play and provide them with clear goals in
career aspirations.
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B.

B1

B2

THE COMMUNITY (continued)

Employment (continued)

Furthermore, we insist on the appointment of staff solely on a
merit basis. For this reason, we seek to foster a diverse workplace
with strict prohibition against discrimination in any form in relation
to recruitment, remuneration and promotion. Currently, we run
recruitment programmes in all major cities of China and employment
opportunities are available to all qualified applicants. Staff at all
rankings are entitled to equal opportunities for training to ensure that
all employees have adequate opportunities in career development. We
have also established a whistleblowing system with a dedicated team
to investigate any unfair treatments and adopt disciplinary actions.
Meanwhile, we hold the employment relationship with our employees
in high regard and strictly prohibit unreasonably dismissal of staff.
The period of notice of termination is clearly stated in the employment
contract, while there is appropriate communication with employees.

The Company was not aware of any material non-compliance with
applicable laws and regulations pertaining to employment that had a
significant impact on the Group during FY2017.

Health and Safety

The Group regards occupational health and safety as one of its
foremost responsibilities. In addition to compliance with the “Law of
the People’s Republic of China on Safe Production”, “Labour Law of
the People’s Republic of China” and “Law of the People’s Republic
of China on the Prevention of Occupational Diseases”, among others,
we have also adopted stringent measures to ensure compliance of
our production processes with various regulatory requirements.

Staff safety is a prime concern for us, particularly in view of the
mechanical operations involved in our production stages. We have
formulated respective operational safety protocols for all production
personnel, detailing safety matters for different production stages.
A three-tier safety training programme, comprising plant entry
training, workshop training and shift training, is arranged for all new
employees. The operational safety protocols are explained during
training and employees are requested to operate in strict compliance
therewith. Any violations of the operational safety protocols are
reflected in individual performance appraisals.
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B.

B2

THE COMMUNITY (continued)

Health and Safety (continued)

Staff health represents a top priority for the Group, which has made
active efforts to provide a safe workplace for employees and adopted
a range of measures to protect them from occupational hazards.
For example, to ensure workplace safety of the plant workshops,
we have engaged professional environmental consulting firms to
conduct tests on workshop hazards. Moreover, employees are
required to attend occupational health checks prior to starting work in
the Group or transferring to new positions and may only commence
work after passing such checks. We organise regular health checks
at a full-service hospital for all staff on an annual basis. Employees
susceptible to occupational hazards, once identified, are removed
from the positions concerned to make sure they stay away from such
occupational hazards. Furthermore, we require departing employees
to receive occupational health inspection upon departure in strict
accordance with the provisions of the Labour Law to safeguard
their lawful interests. The Group’s plants in Guangzhou, Thailand
and Kaiping have obtained certification for their occupational health
and safety management systems (OHSAS18001). In addition, we
are driving the establishment of a complete occupational health
and safety management system for Group-wide implementation to
facilitate investigation and rectification of safety hazards, development
of preventive mechanisms ahead of potential incidents and effective
regulation over production activities, ensure compliance with
applicable laws and regulations relating to production safety at all
production stages and enhancing standardisation in production safety
on an ongoing basis.

To enhance employees’ safety awareness and fire evacuation skills,
we organise fire prevention safety training for staff on a regular basis.
Such training includes familiarisation with means of escape, skills of
evacuation in fire accidents, general knowledge on safe assembly
and proper application of fire extinguishers and fire hoses. In addition,
we also require employees to handle fire equipment in person, as we
believe in the importance of hands-on practices. Moreover, a “Safe
Production Activity Month” is held to further enhance employees’
awareness on production safety. Through centralised monthly training
sessions, employees have developed a better understanding of the
importance of safe production.

The Company was not aware of any material non-compliance with
applicable laws and regulations pertaining to staff health and safety
that had a significant impact on the Group during FY2017.
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B. THE COMMUNITY (continued)

B3 Development and Training
The Group has always attached great importance to the cultivation of
talents. Therefore, we have devised and implemented a wide range
of training activities, which can be categorised into induction training,
external training and internal training:

- Induction training: induction training aims to introduce new
employees to the Group’s rules and regulations as well as
corporate culture and to share with them important business
information, including information relating to production
safety. Proper induction training helps new staff to enhance
safety awareness, acclimatise to the Company, understand its
business, mix with colleagues and build positive relations with
their teams, so that they are well-prepared to thrive in their
new positions.

- External training: external training programmes comprise
mainly management training and technical training, including
expertise training provided by Hong Kong Printed Circuit
Association (HKPCA) and the Group’s PCB Training Centre.
In addition, Kingboard Management Academy also offers from
time to time training for the enhancement of management
skills and aptitude. To increase the effectiveness of the
training programmes, the Group conducts internal transferred
training in respect of selected external training courses.
This is implemented primarily through the sharing of course
materials and the promotion of training topics to maximise
the value of external training by enabling more employees to
receive training. Meanwhile, we have compiled the Group’s
training information package by organising and categorising
the external training programmes and courses in FY2017 to
prepare for the launch of more training programmes in the
future.

- Internal training and guidance: internal training programmes
for relevant departments are organised each month and
implemented according to annual training plans to consolidate
fundamental skills and knowledge of employees and enhance
their capabilities. The Group provides solid career planning
support not just for in-service staff, but also for graduates
fresh from colleges. Following discussion between heads of
the HR and other relevant departments and a graduate, a
customised training programme will be designed based on
the wishes and aspirations of such graduate and experienced
mentors will be assigned to provide guidance, support and
assistance in connection with the career path of graduates,
aiming to enhance the competence and competitiveness
of fresh graduates and cultivate in them dedication and a
positive work ethic.
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B4

THE COMMUNITY (continued)

Development and Training (continued)

We are committed to offering growth opportunities to staff, as we
are convinced that the development of an enterprise is founded on
none other than the personal growth of its employees. We have
launched continuous learning courses known as the “Kingboard
Class” in collaboration with Xingtai M&E Technicians’ School, Xingtai
Technicians’ College, Hebei Industrial Vocational Technical College
and Xingtai Teaching Outpost of Hebei University of Technology to
provide employees with a convenient path for enhancing professional
skills and attaining higher qualifications. This arrangement would
facilitate staff training for the Group on the one hand, and allow its
junior management staff to acquire academic degrees on the back
of part-time studies. The Group has also launched the “Kingboard
Tertiary Class” in Qingyuan and Jiangmen in association with
Jiangxi University of Science and Technology and Maoming College
to provide a learning platform for staff who aspire to improve
academically.

Moreover, the “Kingboard Management Academy” founded by the
Group in 2003 has developed a comprehensive training regime
with Kingboard’s characteristics categorised into the modules
of pre-graduation management, induction training and in-service
development, with a view to building a high-calibre talent pool for the
Group through centralised staff training programmes.

Labour Standards

The Group firmly believes that respect for staff is a core value
underpinning the success of an enterprise, and that labour relations
characterised by mutual respect and equality will enhance unity
within the enterprise. In line with this objective, we have adopted a
range of measures to protect the interests of employees, including
the prohibition of forced labour by way of violence, threat, detention
or other illegal actions and the prohibition of child labour in strict
accordance with pertinent provisions of the Labour Law and SA8000
Social Responsibility Standards.

All candidates qualified for employment must have reached the
statutory age and are in possession of valid identification documents
issued by the public security department before they can be officially
appointed. All employees are required to enter into labour contracts
for the prevention of forced labour. All staff must be legally employed
on a voluntary basis. A stringent identity vetting process is carried out
as part of the employment procedures. Candidates found to be falling
short of the statutory age will be rejected without an exception. As
part of the employment procedures, each candidate will be informed
about the job details, working conditions, related occupational safety
risks and remuneration of his/her positions, and we will proceed
with the employment procedures only after the candidate has
acknowledged understanding of the above.
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B4

B5

THE COMMUNITY (continued)

Labour Standards (continued)

The Company was not aware of any material non-compliance of
applicable laws and regulations pertaining to the prohibition against
child labour or forced labour during FY2017.

Supply Chain Management

We typically apply stringent requirements in respect of suppliers and
the stability of supply chains. All suppliers of production materials must
have passed our Group’s evaluation before entering into cooperation
with us. A vetting process is conducted in respect of the business
licenses, accreditations and qualifications of suppliers, including
various international quality management system (ISO) accreditations
(such as ISO9001, ISO14001 and others), OHSAS18001 (occupational
health and safety management system accreditation), safety testing
and certification of the United States (UL) and test reports under the
Restriction of Hazardous Substances (ROHS), to ensure suppliers’
compliance with the Group’s requirements.

We have set up a supplier approval committee dedicated to the
supervision of the supply chain. Basic members of the supplier
approval committee include engineers of the manufacturing
engineering department, engineers responsible for quality control
over incoming materials, quality engineers and procurement officers.
The committee is directly responsible for approval, monitoring,
communication and regular evaluation in connection with suppliers of
materials. It will also conduct audits on suppliers where necessary.

Moreover, we conduct on-site assessments at the suppliers’ plants
and sample tests on their products to ensure compliance of their
products with our quality requirements. Only suppliers who have
complied with the Group’s requirements will be admitted to the
Group’s list of qualified suppliers. All qualified suppliers are required
to sign the “List of Materials Subject to Environmental Control”
and “Pledge of Suppliers Against the Use of Environment-related
Materials” on an annual basis.

The Group also monitors the quality of products provided by its
suppliers on a continuous basis. To avoid compromising the quality
and safety of the Group’s products, suppliers whose accreditation or
product quality falls short of required standards will be suspended.
Annual reviews of the suppliers are being conducted through on-site
examination of their quality management, environmental systems,
production setting and social responsibility to ensure compliance of
their products and services with quality requirements and the principle
of sustainable development.
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B6

THE COMMUNITY (continued)

Product Responsibility

We have adopted a customer-centric principle with a primary focus
on customers’ experience of products and after-sales services. In
this regard, we have established and implemented comprehensive
procedures to manage customer communications, returned goods
and customer complaints and assigned dedicated staff to provide
after-sales services and handle returned goods and customer
complaints, so as to assure timely response to customers’ needs.
Customer service personnel are required to retain all records of
communications with customers to provide reference to relevant staff
for understanding customers’ requirements and expectations, so that
timely actions can be taken to assure positive customer experience of
our services.

In connection with product quality, we have obtained ISO9001:2008
and IATF 16949 quality system accreditations. The Group has
formulated quality standards and relevant guidebooks covering the
entire business process from inspection of raw materials to packaging
and delivery. Product quality control is performed by the quality
inspection department in accordance with the relevant standards and
guidebooks to ensure compliance of our raw materials, semi-finished
products and finished products with relevant quality standards.
To prevent the circulation of sub-standard products and ensure
consistency of product specifications with customers’ requirements,
we typically conduct a compliance check of each finished item
prior to ex-factory delivery. Through ongoing improvements and
comprehensive quality management, we hope to attain our Group’s
objective of “doing it right at the first take”.

Moreover, the Group regularly invites third-party accreditation
institutions to conduct general audits of its quality management
system and provide guidance to relevant departments and teams,
with a view to continuously improving the effectiveness, adequacy
and suitability of its quality system. Currently, we are undergoing audit
to qualify for the new editions of ISO9001:2015 and IATF 16949:2016
and such audit is expected to conclude within 2018. We also arrange
regular training for staff of the quality inspection department to ensure
that their knowledge and skills match with increasingly rigorous quality
requirements.

Meanwhile, the Group is also highly concerned with customer privacy.
We require our staff to comply with the Group’s internal rules and
regulations on information protection and handle and store customer-
related information with prudence and care. We have also installed
various computer controls to protect customer information in our
computer systems. Such internal control measures are reviewed on a
regular basis to ensure its effectiveness.

The Company was not aware of any material non-compliance of
applicable laws and regulations pertaining to product and service
quality and customer privacy that had a significant impact on the
Group during FY2017.
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THE COMMUNITY (continued)

Anti-corruption

All members of our staff, including the management, are required to
strictly comply with the code of conduct of our Group. Management
personnel are required to declare annually conflict of interests in any
form, while the Group has established an anonymous whistleblowing
mechanism supported by an independent investigation team to deal
with all reports on bribery, extortion, fraud and money-laundering.
Moreover, to enhance staff awareness of the importance of honesty
and integrity, all new employees are required to participate in
training on the code of conduct upon induction. Stringent approval
procedures have been established in respect of the use of company
funds, while incumbent staff also receive regular training in the form of
case study.

The Company was not aware of any material non-compliance of
applicable laws and regulations pertaining to the prevention of bribery,
extortion, fraud and money-laundering during FY2017.

Community Investment

In addition to its persistent efforts in corporate development, the
Group is also committed to the undertaking of corporate social
responsibility and the promotion of social harmony. To drive the
development of an eco-friendly culture and implement relevant
national policies, the Group has an environmental regulation steering
group since 2014 headed by the directors of the Group’s plants.
The steering group has joined forces with BNU to establish a
National Key Laboratory to provide internship opportunities and data
resources to the students of BNU, so that they could enhance their
practical abilities and relevant R&D experience. Moreover, we are also
convinced that internship offers a valuable experience in practical
work for youngsters before they become employed on a full-time
basis. Since 2010, the Group has been offering the “Vibrant Youth
(FF#Eh) Undergraduate Internship Programme” in association
with Kowloon Federation of Associations in Hong Kong, providing
opportunities for undergraduates in Hong Kong to participate in
person in internship projects in Mainland, with a view to helping them
to broaden their vision and thinking, and to gain insight on how Hong
Kong companies operate in Mainland and what market conditions
they face.

Apart from the above, we also consider community care and
social contribution a core responsibility of the Group’s long-term
development, as we endeavour to continually improve our social
responsibility management regime and help people in need with
the resources of corporate and society as well as social resources
through the collective efforts of plants, families and the community.
During the Reporting Period, we were focused on providing aid to
underprivileged groups, and we paid visits to grassroots citizens
in Qingshan Town, Lin’an City, Zhejiang Province during traditional
festivals such as the Chinese New Year, Dragon Boat Festival and
Mid-Autumn Festival to show our care and concern. Furthermore,
to help enrich the cultural life of the community and enhance the
Company’s engagement, our staff actively participated in the local
card game contest in a strong boost of the cultural and leisure life
of local residents. The Group’s management and basketball team
also visited children of low-income or grassroots families in Dongma
Village in the impoverished areas of Neigiu County in southern Henan
to bring them food, stationery and toys. Local kids are encouraged
to overcome difficulties with a positive attitude and learn with diligent
efforts so that they might become useful members of the community
someday.
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BOARD MANAGEMENT & RESPONSIBILITY

The Group is committed to good corporate governance, which promotes
the long-term interests of shareholders, strengthens board and management
accountability, and helps build public trust in the Company.

In this ESG Report, we highlighted many corporate policies and practices,
through which we seek to responsibly manage our business in different parts
of the world. The Group’s risk management initiatives, which include ESG,
consider annually whether the Company’s policies and programs adequately
identify and respond to the material ESG risks that we face. The Group’s
risk management and internal control systems help ensure protection of the
Group’s assets, including our people, the efficiency and effectiveness of our
processes, the reliability of the information provided to our stakeholders, and
our compliance with applicable laws and regulations.

Risk Management, Internal Control and Responsibility of the
Board

The Board acknowledges its accountability to the risk management and
internal control system and its responsibility to review the effectiveness of
the system. The Board also clarifies that the system is purported to manage,
but not eliminate, the risk of failure to fulfil business objectives, and can only
provide reasonable but not absolute assurance against material misstatement
or loss.

Management is responsible for setting the appropriate tone from the top,
performing risk assessment, and owning the design, implementation and
maintenance of internal control. Essential to this risk management and internal
control systems are well defined policies and procedures that are properly
documented and communicated to employees.

The Group has established an internal audit department to review the financial
condition, operational condition, risk management, compliance control and
internal control of the Group. The Audit Committee assists the Board to fulffill
its oversight role over the Group’s risk management and internal control
function by reviewing and evaluating the effectiveness of our overall risk
management and internal control system at least annually. For FY2017, the
Board, through the Audit Committee, conducted a review of the effectiveness
of the internal control system of the Company 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.
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BOARD MANAGEMENT & RESPONSIBILITY

(continued)
Risk Management, Internal Control and Responsibility of the

Board (continued)

The Audit Committee assists the Board to fulfil its oversight role over the
Group’s risk management and internal control function by reviewing and
evaluating the effectiveness of our overall risk management and internal
control system at least annually.

The Group’s risk management and internal control system is embedded within
our business processes so that it functions as an integral part of the overall
operation of the Group. The system comprises a comprehensive organisation
structure with assignment of definite accountabilities and delegation of
corresponding authorities to each post. Based on our organisation structure,
a reporting system has been developed including reporting channels from
division heads of business units to the Board.

The risk management and internal control systems and accounting system
of the Group are aimed at identifying and evaluating the Group’s risk and
formulate risk mitigation strategies, and to provide reasonable assurance
that assets are safeguarded against unauthorised use or disposition,
transactions are executed in accordance with management’s authorisation,
and the accounting records are reliable for preparing financial information
used within the business for publication, maintaining accountability for assets
and liabilities and ensuring the business operations are in accordance with
relevant legislation, regulations and internal guidelines.

The Group has a defined organisational structure with clear defined lines
of responsibility and authority. Each department is accountable for its daily
operations and is required to report to executive Directors on a regular
basis. Policies and procedures are set for each department, which includes
establishing and maintaining effective policies to enhance risks identification
to which the Group are exposed and taking appropriate action to manage
such risks, establishing a structure with defined authorities and proper
segregation of duties; monitoring the strategic plan and performance;
designing an effective accounting and information system; controlling price
sensitive information; and ensuring swift actions and timely communication
with our stakeholders.

Procedures and Controls over Handling and Dissemination of

Inside Information

With respect to the procedures and internal controls for the handling and
dissemination of inside information, the Group has internal policy and
procedures which strictly prohibit unauthorised use of inside information
and has communicated to all staff; the Board is aware of its obligations to
announce any inside information in accordance with the Listing Rules and
conducts the affairs with reference to the “Guidelines on Disclosure of Inside
Information” issued by the Securities and Futures Commission in June 2012.
In addition, only Directors and delegated officers can act as the Group’s
spokesperson and respond to external enquiries about the Group’s affairs.
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KINGBOARD HOLDINGS LIMITED

23/F, Delta House, 3 On Yiu Street, Shek Mun, Shatin, N.T., Hong Kong
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Tel &3 * (852) 2605 6493 Fax {85 : (852) 2691 5245

E-mail EE} : enquiry@kingboard.com Web site #8311t : http://www.kingboard.com
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