EEEHRSE

DIRECTORS” REPORT

The directors have pleasure in presenting their report and the
audited financial statements of the Company for the period from
1 April 2002 to 31 December 2002.

CHANGE OF FINANCIAL YEAR END DATE

During the period, the directors have resolved to change the
Company'’s financial year end from 31 March to 31 December so
that the financial year end of the Company will coincide with
those of its subsidiaries in the People’s Republic of China (the
“PRC"). The financial statements presented therefore cover the
9 month period from 1 April 2002 to 31 December 2002.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its principal
subsidiaries (hereinafter the subsidiaries together with the
Company are collectively referred to as the “Group”) are engaged
in the manufacture of laminates, copper foil, glass fabric, glass
yarn, bleached kraft paper, printed circuit boards and chemicals.
Most of the copper foil, glass fabric, glass yarn and bleached
kraft paper produced are used by the Group in its manufacturing
of laminates.

The Group maintains its head office in Hong Kong while its

production facilities are located in other areas of the PRC.

RESULTS AND DIVIDENDS
The results of the Group for the period are set out in the

consolidated income statement on page 27.

An interim dividend of 4.0 cents per share was paid to the holders
of the Company’s ordinary shares during the period. The directors
recommend the payment of a final dividend of 6.0 cents per
ordinary share, making a total of 10.0 cents per ordinary share

for the period.

SHARE CAPITAL

Details of the movements in the issued share capital of the
Company for the period are set out in note 27 to the financial
statements.
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SHARE OPTIONS AND WARRANTS
Details of the movements during the period in the Company’s

share options are set out in note 28 to the financial statements.

On 11 October 2002, options to subscribe for 53,000,000 shares
in the Company at HK$3.74 per share were granted to eligible
employees. The average of the closing price of the Company’s
shares quoted on The Stock Exchange of Hong Kong Limited on
the five trading days immediately before 11 October 2002 was
HK$3.74. The fair value of 53,000,000 share options granted
under the Scheme in the current period measured at the date of
grant totalled approximately HK$116,390,000. The following
significant assumption, were used to derive the fair values, using

the Black-Scholes option pricing model:

(a) an expected volatility of 66% based on the estimated
volatility with reference to volatility from 30 April 1996 to
31 December 2002;

(b) annual dividends distributed out of earnings based on
historical record of 1.78%;

() the estimated expected life of the Scheme is 10 years
while the corresponding interest rate at the date of grant

was 4.3% with reference to the Exchange Fund Notes.

The Black-Scholes option pricing model requires the input of
highly subjective assumptions, including volatility of share price.
Because changes in subjective input assumptions can materially
affect the value estimate, in the directors’ opinion, the existing
model does not necessarily provide a reliable single measure of

the fair value of the share options.

Details of the Company’s warrants are set out in note 29 to the

financial statements.
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RESERVES

Details of the movements during the period in the reserves of
the Group and of the Company are set out in the consolidated
statement of changes in equity and note 30 to the financial

statements respectively.

In addition to the retained profits of the Company, the share
premium and the special surplus accounts 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 2002, the sum of the retained profits, the share
premium and the special surplus accounts of the Company

amounted to approximately HK$800 million.

INVESTMENT PROPERTIES

The Group’'s investment properties were revalued as at 31
December 2002. The deficit arising on revaluation of
approximately HK$793,000 is charged to the income statement.

OTHER PROPERTIES, PLANT AND EQUIPMENT

Expenditure of approximately HK$685 million was incurred during
the period primarily to expand the production capacity of the
Group. Details of all the changes during the period are set out in
note 15 to the financial statements.

PRINCIPAL SUBSIDIARIES
Details of the Company’s principal subsidiaries at 31 December
2002 are set out in note 41 to the financial statements.

BORROWINGS AND INTEREST CAPITALISED

Borrowings which are repayable within one year or on demand
are classified as current liabilities in the balance sheets. The
repayment schedules for these and other borrowings are set out
in notes 24, 25 and 26 to the financial statements.

During the period, interest of approximately HK$919,000 was
capitalised by the Group in respect of properties, plant and
equipment under construction.
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DONATIONS
During the period, the Group made charitable and other donations
totalling approximately HK$765,000.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The directors of the Company during the period and up to the

date of this report were:

Executive directors:

Mr. Cheung Kwok Wing (Chairman)
Mr. Chan Wing Kwan (Managing Director)
Mr. Lum Gum Wun

Mr. Lam Ka Po

Mr. Cheung Kwok Keung

Mr. Cheung Kwok Wa

Mr. Cheung Kwong Kwan

Mr. Cheung Kwok Ping

Mr. Chang Wing Yiu

Mr. Mok Cham Hung, Chadwick

Non-executive directors:
Mr. Tsao Kwang Yung, Peter, CBE, CPM
Mr. Lau Tai Chim

In accordance with Article 92 of the Company’s Articles of
Association, Messrs. Chan Wing Kwan, Cheung Kwok Keung
and Chang Wing Yiu retire by rotation and, being eligible, will
offer themselves for re-election.

The term of office of each non-executive director is the period
up to his retirement by rotation in accordance with the Company’s

Articles of Association.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not terminable
within one year without payment of compensation (other than

statutory compensation).
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN LISTED
SECURITIES

According to the register maintained by the Company pursuant
to Section 29 of Hong Kong's Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance”), the interests of the directors,
chief executives and their associates in the share capital and
warrants of the Company and its associated corporations (within
the meaning of the SDI Ordinance) as at 31 December 2002
were as follows:

Name of director EspE

Mr. Cheung Kwok Wing o BN &8 % A
Mr. Chan Wing Kwan PRk 8B 5t A&
Mr. Lum Gum Wun MARIB R &
Mr. Lam Ka Po MRERE
Mr. Cheung Kwok Keung ok B 08 o A
Mr. Cheung Kwok Wa o B EE S A
Mr. Cheung Kwong Kwan REE LA
Mr. Cheung Kwok Ping ok B S % A
Mr. Chang Wing Yiu 15,97 B
Mr. Mok Cham Hung, Chadwick SRR A
Mr. Tsao Kwang Yung, Peter EEREE
Mr. Lau Tai Chim BIRESEE

Note: Other interest comprises shares in the Company which are
registered in the name of Hallgain Management Limited as
explained on page 20.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN LISTED
SECURITIES (continued)

No director held any interest in the securities of the Company’s
associated corporations as at 31 December 2002 except for the

following:

(a) Certain nominee shares in subsidiaries held in trust for

the Group; and

(b) Certain non-voting deferred shares of HK$1 each in

Kingboard Laminates Limited (see note 41 to the financial

statements):

Name of director E=pnE

Mr. Cheung Kwok Wing o B 88 5 A
Mr. Chan Wing Kwan BR ok 88 5 A
Mr. Lum Gum Wun MRS £
Mr. Lam Ka Po MRERE
Mr. Cheung Kwok Keung o B 58 5 A4
Mr. Cheung Kwok Wa o B ZE S A
Mr. Cheung Kwong Kwan REELA
Mr. Cheung Kwok Ping ok B S % A
Mr. Chang Wing Yiu B ok B 5 A

Other than as disclosed above, none of the directors, chief
executives or their associates had any interests in the securities
of the Company or its associated corporations as at 31 December
2002.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2002, the register of substantial shareholders
required to be maintained under Section 16(1) of the SDI
Ordinance showed that, other than the interests disclosed above
in respect of the directors, the Company had been notified of
the following shareholders with interest representing 10% or
more in the issued ordinary share capital of the Company:

FERR

R-ZEE-_F+_A=+—HB REFER
HEFIE16MERERETFEZEXERTEE
RMAER R EXEBRCESERIN AN
NEEMNE THHEBEARARREBITEBEBA
10%3 A s 2 IR

Name of shareholder Number of shares held Shareholding percentage

BEREB FiERAEE ERBESH
Hallgain Management Limited 219,970,000 40.8%
The Capital Group Companies, Inc. 60,874,400 11.3%

Hallgain Management Limited is owned as to 22% by Mr. Cheung
Kwok Wing, 15% by Mr. Chan Wing Kwan, 10% by Mr. Lum
Gum Wun, 5.5% by Mr. Lam Ka Po, 5.5% by Mr. Cheung Kwok
Keung, 10% by Mr. Cheung Kwok Wa, 8% by Mr. Cheung
Kwong Kwan, 9% by Mr. Cheung Kwok Ping and 5% by Mr.
Chang Wing Yiu.

DIRECTORS’ AND CHIEF EXECUTIVES’ RIGHTS TO ACQUIRE
SHARES OR DEBT SECURITIES

Under the Company’s share option scheme, directors of the
Company may be granted share options to subscribe for shares
in the Company. On 11 October 2002, the following options
were granted to certain directors of the Company to subscribe
for shares in the Company at HK$3.74 per share. None of these
options was exercised during the period. A summary of these
options is as follows:

Name of director EspE

Mr. Cheung Kwok Wing o B 88 5 A
Mr. Chan Wing Kwan FeR oK 8] %% A
Mr. Lam Ka Po MRERE
Mr. Cheung Kwok Keung o B 58 5t A4
Mr. Cheung Kwok Wa R B EE ST A4
Mr. Cheung Kwong Kwan REE LA
Mr. Cheung Kwok Ping o B S % A
Mr. Chang Wing Yiu B ok B 5 A
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DIRECTORS’ AND CHIEF EXECUTIVES’ RIGHTS TO ACQUIRE
SHARES OR DEBT SECURITIES (continued)

Other than as disclosed in this report, at no time during the
period was the Company or any of its subsidiaries a party to any
arrangements to enable the directors or chief executives of the
Company to acquire benefits by means of the acquisition of
shares in, or debt securities, including debentures, of the
Company or any other body corporate. None of the spouses or
children under the age of 18 of the directors or chief executives
had any right to subscribe for shares of the Company or had
exercised any such rights during the period.

UNDERTAKINGS BY CONTROLLING SHAREHOLDERS

Hallgain Management Limited and/or Mr. Cheung Kwok Wing
and certain directors of the Company and their relatives have
undertakings to maintain, directly and indirectly, certain
percentage shareholdings in the Company as a condition under
which certain bank loans are made to the Group. The extent of
such loan facilities and the obligations imposed on the controlling
shareholders are as follows:

Amount of

the bank loan
outstanding at

31 December 2002

R=ZE=-F

+ZA=+—-HBHEX

HEZRITENR

HKS$

AT

Facility 1 467,000,000
EHmE—

Facility 2 150,000,000
BEXRE =

Facility 3 115,000,000
EXRE=

Facility 4 100,000,000
EXEE M

832,000,000

wholly repayable
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MAJOR CUSTOMERS AND SUPPLIERS
During the period, the aggregate sales or purchases attributable
to the Group's five largest customers or suppliers were less than

30% of the Group’s sales or purchases respectively.

CONNECTED TRANSACTIONS

Pursuant to a sale and purchase agreement dated 7 January
2002 entered into between the Company, Kingboard Investments
Limited (“KIL"), a wholly-owned subsidiary of the Company,
Legend Manufacturing Limited (“Legend Manufacturing”) and
Legend Group Limited, the holding company of Legend
Manufacturing, KIL acquired 55% equity interest in Techwise
Circuits Company Limited (“Techwise”) from Legend
Manufacturing. On completion of the acquisition, Techwise has
become a subsidiary of the Group. Legend Manufacturing, with
its 30.5% equity interest in Techwise, remains a substantial
shareholder of Techwise and is therefore a connected person of

the Company.

As explained in note 35 to the financial statements, a put option
was granted to Legend Manufacturing. As Legend Manufacturing
is a connected person of the Company, the grant of the put
option constituted a connected transaction under the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

On 27 September 2002, Jamplan (B.V.l.) Limited, a wholly-owned
subsidiary of the Company, entered into an agreement with
Hitachi Chemical Asia-Pacific Pte. Ltd. (“Hitachi”), a company
with a 24.86% interest in Yat Tao Chemical Holdings (H.K.)
Limited, (“Yat Tao”), a non-wholly owned subsidiary of the
Company, to acquire Hitachi’'s entire interest in Yat Tao at a
consideration of US$2,250,000 and to pay Hitachi US$500,000
in full and final settlement of any and all claims as set out in a
technical assistance agreement dated 16 May 1994 and another
technical assistance agreement dated 3 December 1995, as
amended on 22 December 1997. Hitachi is a substantial
shareholder of Yat Tao and is therefore a connected person of

the Company.
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CONNECTED TRANSACTIONS (continued)

During the period, Techwise and its subsidiaries sold printed circuit
boards and other related products amounting to approximately
HK$52,326,000 and paid rental and management fees amounting
to approximately HK$6,086,000 to associated corporations of
Legend Group Limited. In the opinion of the Company’s
independent non-executive directors, these transactions were
entered into in the ordinary and usual course of the Group’s
business, conducted on normal commercial terms that are fair
and reasonable so far as the shareholders of the Company are
concerned and are in accordance with the terms of the contracts
governing these transactions. The sales of printed circuit boards
and other related products and the payment of rental and
management fees by the Group did not exceed the amounts
which were approved by the shareholders of the Company at an
extraordinary general meeting held on 8 March 2002 during which

the put option referred to above was also approved.

Other than disclosed above, the Company and some of its wholly-
owned subsidiaries also provided guarantees to financial
institutions to secure general credit facilities for certain non-
wholly owned subsidiaries, namely, Kingboard Copper Foil
Holdings Limited and Techwise in the amounts of HK$103 million

and HK$54 million respectively.

DIRECTORS’ INTERESTS IN CONTRACTS

There was 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,
subsisting at the end of the period or at any time during the

period.

POST BALANCE SHEET EVENT
Details of a significant event occurring after the balance sheet
date are set out in note 40 to the financial statements.
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PURCHASE, SALE AND REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the
period.

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.

COMPLIANCE WITH THE CODE OF BEST PRACTICE AND
CORPORATE GOVERNANCE

The Company has complied throughout the period with the “Code
of Best Practice” as set out in Appendix 14 of the Listing Rules.

AUDITORS
A resolution to re-appoint Messrs. Deloitte Touche Tohmatsu will
be submitted at the annual general meeting of the Company.

On behalf of the Board
Cheung Kwok Wing
CHAIRMAN

26 March 2003
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