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The directors have pleasure in presenting their report and the
audited consolidated financial statements of the Group for the
year ended 31 December 2006.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of associates, jointly controlled entities and principal subsidiaries
of the Company are set out in notes 21, 24 and 41 respectively
to the consolidated financial statements.

The Group maintains its head office in Hong Kong while its
production facilities are located in other areas of the People’s
Republic of China (the “PRC") and Thailand.

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

consolidated income statement on page 51.

An interim dividend of HK20 cents per share was paid to the
shareholders of the Company during the year. The directors now
recommend the payment of a final dividend of HK38 cents per
share and a special dividend of HKé2 cents per share to the
shareholders whose names appear on the register of members
of the Company as at 18 May 2007, 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 32 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.
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RESERVES
Details of the movements during the year in the reserves of the
Group are set out in the consolidated statement of changes in

equity on pages 54 and 55.

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 2006, the sum of the retained profits, the share
premium and the special surplus account of the Company

amounted to approximately HK$6,251 million.

INVESTMENT PROPERTIES

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

PROPERTIES, PLANT AND EQUIPMENT

Expenditure of approximately HK$2,393.2 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 18 to the consolidated financial statements.

PRINCIPAL SUBSIDIARIES
Details of the Company's principal subsidiaries as at 31 December
2006 are set out in note 41 to the consolidated financial

statements.

DONATIONS

During the year, the Group made charitable and other donations
totalling HK$5,311,000.
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DIRECTORS AND DIRECTORS’
CONTRACTS
The directors of the Company ("Directors”) during the year and

SERVICE

up to the date of this report were:

Executive Directors:
Mr. Cheung Kwok Wing (Chairman)
Mr. Chan Wing Kwan (Managing Director)
Mr. Cheung Kwong Kwan
Mr. Chang Wing Yiu
Mr. Mok Cham Hung, Chadwick
Mr. Ho Yin Sang

(appointed on 11 January 2007)
Ms. Cheung Wai Lin, Stephanie

(appointed on 11 January 2007)
Mr. Lam Ka Po

(resigned on 7 December 2006)
Mr. Cheung Kwok Keung

(resigned on 7 December 2006)
Mr. Cheung Kwok Wa

(resigned on 7 December 2006)
Mr. Cheung Kwok Ping

(resigned on 7 December 2006)

Non-executive Director:
Mr. Lum Gum Wun
(resigned on 9 February 2006)

Independent non-executive Directors:
Mr. Cheng Ming Fun, Paul

Mr. Tse Kam Hung

Mr. Henry Tan

In accordance with Article 92 of the Company’s Articles of
Association, Messrs. Cheung Kwong Kwan and Mok Cham Hung,
Chadwick, being the executive Directors, and Mr. Cheng Ming
Fun, Paul, being an independent non-executive Director, will
retire from directorship by rotation and will offer themselves for
re-election at the forthcoming annual general meeting of the

Company.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS (continued)

In accordance with Article 84 of the Company's Articles of
Association, Mr. Ho Yin Sang and Ms. Cheung Wai Lin, Stephanie
will hold directorship only until the annual general meeting of
the Company following their respective appointment and will
be eligible for re-election. Accordingly, Mr. Ho Yin Sang and Ms.
Cheung Wai Lin, Stephanie will retire at the forthcoming annual
general meeting of the Company and will offer themselves for

re-election as executive Directors.

Biographical details of the above Directors are set out in the
section “Directors’ and Senior Management's Biographies” on
pages 15to 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 2006, the interests or short positions 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 (“SFO")), 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 of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for

ESzRiER

BT

Securities Transactions by Directors of Listed Issuers were as

follows:

Long position

(a) Ordinary shares of HK$0.10 each of the Company

("Shares”)

=3}
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Approximate
percentage of

the issued

Number share capital

of issued of the Company

Shares held EARQTF

Capacity FFE 1T BERTREZ

Name of Director EEHA EEME R&oEE BRE DL

Mr. Cheung Kwok Wing REIER A Beneficial owner 3,088,385 0.37
BB A

Mr. Chan Wing Kwan BERoK SR A Beneficial owner 870,340 0.10
EnEEA

Mr. Cheung Kwong Kwan REELAE Beneficial owner 393,509 0.05
BB A

Mr. Chang Wing Yiu Bk RSTHE Beneficial owner 2,416,074 0.29
(Note) (BtaE) EnEEA

Mr. Mok Cham Hung, Chadwick — EERER4 Beneficial owner 660,000 0.08
EnEEA

Mr. Cheng Ming Fun, Paul ERRFFISCAE Beneficial owner 50,000 0.01
BB A

Note: Out of the 2,416,074 Shares, 1,555,874 Shares were held by Mr.

Chang Wing Yiu and 860,200 Shares were held by his spouse as

at 31 December 2006.
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DIRECTORS’ INTERESTS IN SHARES (continued) EEzROER &)
(b) Share options (b) B
Interest in
underlying Shares
pursuant to
share options
Capacity BRBRE
Name of Director EEHRA EEME BT HERGERS
Mr. Cheung Kwok Wing SRR Beneficial owner 1,145,000
BB A
Mr. Chan Wing Kwan PR KSR A Beneficial owner 3,026,000
EnEEA
Mr. Chang Wing Yiu ERoK R A Beneficial owner 3,643,000
BB A
Mr. Cheung Kwong Kwan REELE Beneficial owner 3,419,000
BB A

11,233,000

(c) Ordinary shares of HK$0.10 each (“KLHL Shares”) in  (c) BEREERITERBER ] ([FEEER])
Kingboard Laminates Holdings Limited ("KLHL") FREEO10E T BBER ([EEER
R171)

Approximate
Number percentage of

of issued the issued

KLHL share capital

Shares held of KLHL

e 81T R EEER

Capacity EEERER ERTRAZ

Name of Director EEHA REME RGEE BB
Mr. Chang Wing Yiu BRoKR I E Beneficial owner 100,000 0.003

(Note) (FfeE) BEaEAA

Note: The 100,000 KLHL Shares were held by the spouse of Mr. Chang

Kt BEZZTRF+ZA=+—H %100,000/
Wing Yiu as at 31 December 2006.
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DIRECTORS’ INTERESTS IN SHARES (continued) EEzROER @)

(d) Non-voting deferred shares of HK$1 each in the share  (d) ARrHE2 BB LB EREERBR L
capital of Kingboard Laminates Limited, a non A P R EE 1 BT SR E R
wholly-owned subsidiary of the Company (7

Number of non-voting
deferred shares held

Capacity FsERER
Name of Director BEENE ERHE EERTEE

Mr. Cheung Kwok Wing SRR Beneficial owner 1,904,400
BB A

Mr. Chan Wing Kwan PR KSR A Beneficial owner 1,481,200
EnEEA

Mr. Cheung Kwong Kwan REELAE Beneficial owner 846,400
BB A

Mr. Chang Wing Yiu okt Beneficial owner 423,200
BB A

(e) Ordinary shares ("EEIC Shares”) in the share capital of  (e) AR EIHEET0.89% w2 18 1 Bl &

Elec & Eltek International Company Limited ("EEIC”), a HEEGR A A ([EEIC)) RAAH 2 Zimh%
70.89% owned subsidiary of the Company. ([EEICER 7))

Approximate

percentage

of the issued

Number of share capital

issued EEIC of EEIC

Shares held {HEEICE 81T

Capacity BB RA Z B4

Name of Director EEHA ERME EEICR 8B BOl

Mr. Cheung Kwok Wing SREIER Beneficial owner 177,600 0.10
EnEEA

Mr. Mok Cham Hung, Chadwick BRI E Beneficial owner 74,000 0.04

EmBEAA
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DIRECTORS’ INTERESTS IN SHARES (continued) EEzROER @)
) Share options of EEIC ) EEICZ (BSL Bk

Interest in

underlying EEIC

Shares pursuant

to share options

BEBREET

HERAEEICRR 2 RE 25

Capacity (Note)

Name of Director BEEpE ERtE (Hizt)

Mr. Cheung Kwok Wing SREIER Beneficial owner 973,200
BB A

Mr. Chan Wing Kwan BRoKER ST A& Beneficial owner 973,200
EmEEA

Mr. Chang Wing Yiu 197 i Beneficial owner 973,200
EmEEA

Mr. Mok Cham Hung, BRI E Beneficial owner 973,200
Chadwick EnEEA

3,892,800

Note: The interests are by virtue of an aggregate of 3,244,000 share Kiet: ZERDEREENR_TTRFESAZ+TEAE

options of EEIC accepted by the Directors on 24 June 2005. The B NG $£3,244,0000) EEICIE 5L B A A T A

number of share options were subsequently adjusted pursuant to BEEREYSE AR -"TTRF+A+=H

the 1 for 5 bonus issue effected on 13 October 2005. The relevant R AREETZARETMAR -GHRES

Directors are entitled to subscribe for EEIC Shares at an adjusted ARAS AR R B S REEICAH2.033%E TR

subscription price of US$2.033 per EEIC Share. The share options EEICRR D B EBRENBIE —TFTRF+—A

are exercisable in whole or in part at the staggered manner within —+ABZ2E2+F+—AZ+B- =%

5 option periods, commencing on 26 November 2006, 26 NE+—RBZ+RB ZZETEAF+—AZ+R

November 2007, 26 November 2008, 26 November 2009 and 26 AR-—ZT—ZTHF=A -+ "HE-_ZT—ZTFH

March 2010 respectively and all ending on 24 May 2010. AZ+mA IR AR EBEETERERAD R

TERHRERLS -

Other than as disclosed above, none of the Directors nor MR EMmEEIN R_ETREFE+ A=+

their associates had any interests or short positions in any —B BEEEIREIHMEATNALA

shares, underlying shares or debentures of the Company SRR AR (B3 R ESF AR GRS

or any of its associated corporations (within the meaning EXVER) 2 AEfRIIR D HRRIRR D S E 5

of Part XV of the SFO) as at 31 December 2006. AEAERKER
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SHARE OPTIONS BrBRE

Particulars of the share option schemes of the Company and of ~ AAGB REEICELBREEIFBRNGZET
EEIC are set out in note 33 to the consolidated financial — $R&EMFE33°

statements.

The following table discloses movements in the Company's share ~ TRETEARQRIELBRIENERNZ 5
options during the year:

Outstanding Outstanding

as at Exercised as at

1.1.2006 during 31.12.2006

R-BRAE the year R=BERF

-R-AH ERKEE  Reclassifications T-A=t-AH

Category 1: Directors B1RESE R AT it BB W RATE
Mr. Cheung Kwok Wing REIREA 2,091,400 (946,400) - 1,145,000
Mr. Chan Wing Kwan BT E 3,499,200 (473,200) - 3,026,000
Mr. Cheung Kwong Kwan RESRE 3,892,200 (473,200) - 3,419,000
Mr. Chang Wing Yiu BB 4,116,200 (473,200) - 3,643,000
Mr. Cheung Kwok Ping (Note) REIFLA (i) 3,836,200 (473,200) (3,363,000) -
Mr. Lam Ka Po (Note) MRERE (HF) 4,032,200 (473,200) (3,559,000) -
Mr. Cheung Kwok Keung (Note) KBS (Bt 4,032,200 (473,200) (3,559,000) -
Mr. Cheung Kwok Wa (Note) REELA (HiT) 3,781,200 (473,200) (3,308,000) -
29,280,800 (4,258,800) (13,789,000) 11,233,000

Category 2: Employees 28 ER 7,241,200 (1,041,200) 13,789,000 19,989,000
Total all categories FEER& 36,522,000 (5,300,000) - 31,222,000

The weighted average closing price of the Shares on the five ~ REEITEEEBREZAIAMERSE BHZM
trading days immediately before the date on which the options ~ #F¥Ukm (& &27.75%8Te

were exercised was HK$27.75.
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SHARE OPTIONS (continued)

The following table discloses movements in EEIC's share options

during the year:

BERBRE &)
T BBEEICE EBAENFE R > 28

Outstanding Outstanding
as at Granted Exercised as at
1.1.2006 during during Lapsed 31.12.2006
RZBEXE the year the year during R-BERE
-A-B  REEER  EBRAEE the year Reclassification +=A=1—R
W RATE Bt e EREXX ENIR I RAT
Category 1: Directors F18EE
Mr. Cheung Kwok Wing REIREE 973,200 - - - - 973,200
Mr. Chan Wing Kwan B 973,200 - - - - 973,200
Mr. Chang Wing Yiu R E 973,200 - - - - 973,200
Mr. Mok Cham Hung, SRERE
Chadwick 973,200 - - - - 973,200
Mr. Cheung Kwok Wa (Note) SREIZ %4 (Hiz) 973,200 - - - (973,200) -
4,866,000 - - - (973,200) 3,892,800
Category 2: Employees #2858 6,798,000 1,020,000 (9,600) (768,000) 973,200 8,013,600
Total all categories FEgRIE 11,664,000 1,020,000 (9,600) (768,000) - 11,906,400

Note: Messrs. Cheung Kwok Wa, Cheung Kwok Ping, Cheung Kwok Keung and
Lam Ka Po resigned as executive Directors with effect from 7 December
2006.

ARRANGEMENTS TO PURCHASE SHARES

Other than the option holdings disclosed above and the warrants
of the Company (which had expired on 31 December 2006), 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’ 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

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

Company.

Long position
Ordinary shares of HK$0.10 each of the Company (“Shares”)

EECEREGOER

ARAR]SHE A E A R AR F R RS
FFEREAERDALRM AR T ESER KM
BREEARERZERAL.

FERR

REARAIRE SR ERIIEIBHEFEZE
ERRERMALE R-_TTRFT _A=1+—
B TOIRCR (EXPriREBEE TEE 2 #aRIN B
HEARRRFEERARRCEITIRA Z BRI

=3}
AR AR ENEO.10E T2 ZidhR ([HR17])

Approximate
percentage
of the issued

Number of share capital
issued of the Company
Shares held i NG|
Name of shareholder Note Nature of interest BT ERITREZ
BRRER ik ERME ROBEE BAESL
Hallgain Management Limited (“Hallgain”) (a) Beneficial owner 252,674,429 30.34
ExBEBA
Capital Research and Management Company Investment manager 79,651,400 9.56
REKE
Gryphon Investment Counsel, Inc. Investment manager 39,308,908 472
BEKE
Note: et
(a) As at 31 December 2006: (i) no shareholder of Hallgain is entitled to (a) RZTZTRE+ZA=+—8: (M EHallgainft R H#E

exercise, or control the exercise of, directly or indirectly, one-third or
more of the voting power at general meetings of Hallgain, and Hallgain
and its directors are not accustomed to act in accordance with any
shareholder’s direction; and (ii) Messrs. Cheung Kwok Wing and Chan

Wing Kwan, being Directors, are also directors of Hallgain.

M HallgainB SR A G 1T sk B S MEIERITE=9—
B B2 FoRME - MHallgain R EE R MEERIZ M
IRERIERITE  R()VEFRBE T ERRAKETETA
Hallgainz &%
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SUBSTANTIAL SHAREHOLDERS (continued)
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 as at 31 December 2006.

CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied with
the Code on Corporate Governance Practices as set out in
Appendix 14 of the Rules Governing the Listing of Securities (the
"Listing Rules”) on the Stock Exchange throughout the year
ended 31 December 2006 save for the deviation that all
independent non-executive Directors were not appointed for
specific terms but are subject to retirement by rotation and will
be eligible for re-election at the Company’s annual general
meeting in accordance with the Company's Articles of

Association.

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

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

During the year, Techwise Circuits Company Limited (“Techwise”) F R BEGEAR AR ([RE]) REWBEA R
and its subsidiaries (" Techwise Group”) sold printed circuit boards (%78 [RIE %@ |) MShirai Electronics Industrial
("PCBs") to and purchased laminates from Shirai Electronics  Co., Ltd. ([Shirai]) R EFIE R 7] (47 [Shiraif
Industrial Co., Ltd. (“Shirai”) and its subsidiaries (“Shirai Group”)  []) 1% &#47486,661,0007%8 7T 2 ENRIARBE 1R K&
amounting to approximately HK$486,661,000 and BB A24110,683,000/ L BINEIR-FIHE®
HK$110,683,000 respectively. The Techwise Group also sub-  BREAEShiraiE BN A2 418,693,000/5 7T
contracted the services of the Shirai Group, namely the drilling ~ ZR#% - ElfShirai S ERR B EE ABRE R E
of laminates by the Shirai Group on Techwise Group's behalf,  fL-BEAERARIEZ2EWNBE AR MShirail A%
amounting to approximately HK$18,693,000 during the year. E#EA70%ER 2B ARREAFEHRER AR
Techwise is a non-wholly owned subsidiary of the Company, while 2 E=ZRR-FE it IRIFE_ LR AIZE14AF - Shirai &
Shirai is a substantial shareholder of Techwise Shirai Circuits HWB AR ARARIBEA L.

Limited (a 70% owned subsidiary of Techwise). As such, Shirai

and its subsidiaries are connected persons of the Company

pursuant to Chapter 14A of the Listing Rules.

The sale of PCBs to the Shirai Group did not exceed the  [AIShiraifc B 8% ENRI R BE IR TR B AR D IR
corresponding annual cap for the financial year ended 31 =TT+ A -+ - ARTZRRFAIAEH
December 2006 which was approved by the shareholders of the  #LEBZE =TT F+-A=+—HIEMEKFER
Company at an extraordinary general meeting held on 22 B4 /E R489,000,000/& 7T M F A AIShiraifE @
December 2004, namely an amount of HK$489,000,000, while B EZE AR X EShirai Sk B#EITINAZ 55 BT
the purchase of laminates from the Shirai Group and the BBARRNRZTTAFTAZTLBAEMESRE
subcontracting transactions with the Shirai Group during the year ZZTEAF+ZA=+—HIEFBRFEZRHFE
did not exceed the corresponding annual caps for the financial ~ _EBR115,000,0007% 7t K& 19,000,0007 7t °

year ended 31 December 2006 as announced by the Company

on 27 October 2006, namely an amount of HK$115,000,000 and

HK$19,000,000 respectively.

The Directors have engaged the auditors of the Company to EFZERAARQRIZEMERER 2 IFERERS
perform certain agreed upon procedures in respect of the #ITETEHERF ANARZEMICHESS
continuing connected transactions of the Group. The auditor of  ([EEg]) REMERFABZERER - LT
the Company has reported its factual findings on these RIS 14A37&ME  BUIEANTEE D BEIFE
procedures to the board of Directors (“Board”). The independent  BiER 5 RiZ &A@ WHER LlHERER
non-executive Directors have, for the purpose of Rule 14A.37 of B TyMAEER —REKBREPI BiZ— K
the Listing Rules, reviewed the continuing connected transactions ~ ¥ER R IZER S AT A D2 EET BRI
and the report of the auditor and have confirmed that the FBATFEE WHERARRE ZEEF=-
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.
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CONNECTED TRANSACTIONS (continued)

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 amounts of approximately HK$70 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 a share option scheme as an incentive
to Directors and eligible employees. Details of the scheme is set

out in note 33 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.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2006.

BERXS &)
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AUDITOR BB

A resolution to re-appoint Deloitte Touche Tohmatsu as auditor ~ EREE S =R T @ sHAH1T AR R AL B 2 R
of the Company will be proposed for approval by shareholders  ZRHAARAFEERRBAF ARG LIREUHAR
of the Company at the forthcoming annual general meeting of ~ FIAREE#E-

the Company.

On behalf of the Board AEEEMWD
Cheung Kwok Wing REIS
CHAIRMAN TE

29 March 2007 —EEHF=A-+NHA




