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CORPORATE INFORMATION
NEIEM

BOARD OF DIRECTORS

Executive Directors

Mr. Cheung Kwok Wing (Chairman)

Mr. Chang Wing Yiu (Managing Director)

Mr. Cheung Kwong Kwan

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Chen Maosheng

Mr. Cheung Ka Shing (appointed on 1 August 2014)

Mr. Mok Cham Hung, Chadwick (resigned on 1 August 2014)

Non-Executive Director
Mr. Chan Wing Kwan (retired on 1 August 2014)

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

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

Mr. Tang King Shing

COMPANY SECRETARY

Mr. Lo Ka Leong

PRINCIPAL BANKERS

Bank of Communications Co., Ltd.

China Construction Bank Corporation

Citibank, N.A.

DBS Bank Ltd., Hong Kong Branch

Hang Seng Bank Limited

Standard Chartered Bank (Hong Kong) Limited

Sumitomo Mitsui Banking Corporation

The Bank of Toyko-Mitsubishi UFJ, Ltd., Hong Kong Branch
The Hongkong and Shanghai Banking Corporation Limited

AUDITOR

Deloitte Touche Tohmatsu
Certified Public Accountants
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CORPORATE INFORMATION
NEIEF

LEGAL ADVISOR

Ashurst Hong Kong

REGISTERED OFFICE

Caledonian House
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HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS
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Hong Kong

PRINCIPAL SHARE REGISTRAR

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House
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Grand Cayman KY1-1110

Cayman Islands

BRANCH SHARE REGISTRAR IN
HONG KONG

Tricor Secretaries Limited

Level 22, Hopewell Centre

183 Queen’s Road East
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FINANCIAL HIGHLIGHTS
R R

Year ended

31 December 2014

BE_ZT—NF
+=-A=t+—HILEEE
HK$’million B &3 7T

Year ended
31 December 2013
HE-ZT—=F

ToASt-ALEE

HK$'million & &%t

Revenue B 35,905.8 35,683.5
EBITDA* RMBRFE - BiE - FER
i eE A B A 5,239.1 5,323.9
Profit before tax* RRBE A& R 2,442.5 2,538.1
Net profit attributable to owners of EARHEA
the Company FE(L AR
— Underlying net profit* — IR GE R 1,800.7 1,880.0
— Reported net profit — BRI AT R 2,536.8 2,961.4
Basic earnings per share BREXREF
- Based on underlying net profit* — ABL ARG R 5+ & HK$1.7563% 7T HK$1.833/& 7T
— Based on reported net profit — BRI HK$2.473# 7T HK$2.8878 7T
Full-year dividend per share BRE2ERE HK50.0 centsiE 1L HK50.0 centsj#1il
— Interim dividend per share —ERPHRE HK20.0 centsi& 1l HK10.0 centsi 1l
— Special dividend per share — BRI E = HK20.0 centsi& Il
— Proposed final dividend per share —EEERRERE HK30.0 centsi& 1l HK20.0 centsi il
Dividend payout ratio* RS L = 28% 27%
Net asset value per share BREEFE HK$34.835 ¢ HK$33.375 7T
Net gearing FAEMELE 42% 42%
* Excluding: TEFE
(1) Gain on fair value changes of investment properties of HK$1,040.5 million 1) REMELNFEEHZRETES
(net of deferred tax and portion shared by non-controlling shareholders) MFAR+EBT(NBRIELERE RIE
(FY2013: HK$1,122.9 million). TRBREEREDRE) (T —Z=ZF:
T+—E-FZaA+EERT) -
@ Share-based payments of HK$6.9 million (net of portion shared by non- () AR e RS RSB N8BT (Fk
controlling shareholders) (FY2013: HK$41.4 million). JEIE RS R EE (DB (T — =4
NF—FE+EBT)
) Impairment loss recognised in respect of properties, plant and equipment ©) WOE - BERREERZRERE
of HK$297.5 million (net of portion shared by non-controlling shareholders) —EATFEERTESBT (R IEIER
(FY2013: Nil). BRERELDE)(ZT—=F: 8F) °
# Calculated base on underlying net profit ARG FIGE
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FINANCIAL HIGHLIGHTS
MR E
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CHAIRMAN'S STATEMENT
EREHE

BUSINESS REVIEW

It is with pleasure that | report to shareholders a set of resilient results for
Kingboard Chemical Holdings Limited (the “Group”) during the financial year
ended 31 December 2014 (“FY2014”). The year saw divergent paces of
development among major economics worldwide. While a clear recovery was
witnessed in the United States, China has lowered its expected rate of growth
to the ‘mid-high’ gear, and the Eurozone and Japan were both hovering
at low levels of growth. Helped by capacity expansion and active market
development, the laminates division posted a satisfactory performance with
laminates shipments climbing to a record high volume. The printed circuit
board (“PCB”) division also registered growth in sales to the automotive and
telecommunications sectors. However, the division’s results were negatively
impacted by the restructuring of Elec & Eltek Group, thus recording a decline
in segment results year on year. The chemical division also recorded a slight
drop in performance amidst a sharp plunge of global crude oil prices in the
fourth quarter. The property division benefited from the full booking of sales
of Qiandeng Yu Garden Phase |, Kunshan, contributing significant earnings to
the Group. Rental income from investment properties also continued to grow
steadily.

Turnover Breakdown by Products & ¥ 589 {7

EiOEE

RARARM - @ECITEE(TEE DREBE
TE-NEF A=+ HIEMBEERSE
RS - ASRRREERERSL - X
BEmSRREYE  PRER[PREEE K
TolR B A AKEREATE - RERERRT
RmigadhE - BRERABPIRREE - Bl
ERFEEB/AFS o HIRIARRIRTHE @ 7%
RBAAR R AR BEAR $H B S EIE N - EF A
TN EEEETEE  BUEHPIEER
EZFERABEE - ARFEOFE2HAESL
CIEBREMIZE - BHESPITE - £
THARLUTTERZEMIEE - MHEE2HA
R ARREERABAEN  REMEESRA
R PRI o

FY2014
—R-NEMBFE

FY2013
T CHFUBFE

[l Laminates Chemicals B PCBs [ Properties Il Others
EIRER L TEm ENRIAR#E R EZES Hth
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CHAIRMAN'S STATEMENT
EREHmE

BUSINESS REVIEW (continued)

All core business divisions were able to contribute earnings to the Group
despite a very challenging market for the manufacturing sector. In 2014,
Group revenue increased 1% over the previous year to HK$35,905.8
million, delivering an underlying net profit (excluding non-recurring items) of
HK$1,800.7 million, a mild drop of 4%. Basic earnings per share based on
underlying net profit were HK$1.756. Reported net profit decreased 14%
to HK$2,536.8 million, with basic earnings per share based on reported
net profit amounting to HK$2.473. The Group maintained a robust financial
position. The Board has proposed a final dividend of HK30 cents per share,
subject to shareholders’ approval. Together with the interim dividend of HK20
cents per share paid in September 2014, constitutes a full-year dividend of
HK50 cents, representing a payout ratio of 28%.

PERFORMANCE

The laminates division delivered satisfactory performance during the year.
To further strengthen our vertical production setup, the Group has invested
actively in expanding the capacities of upstream materials, including
glass yarn and glass fabric, in order to provide feedstock for expanded
laminates production. During the year, as capacity increased, the Group’s
monthly laminates shipment climbed to a record high volume of 9.83 million
square metres, an increase of 5% over 2013. Segment turnover (including
inter-segment sales) from the laminates division rose 3% year on year
to HK$13,454.1 million. Earnings before interest, tax, depreciation and
amortisation (‘EBITDA”) decreased 1% to HK$2,108.7 million.

y

—_— fylrgﬁ

¥EFEEEE

BEREEMBSREDEMKE  £SBE%
DM EBEEYEERANER - — T —NF
CEEEREFRERIE=ZAATNAES
TENTEBT  EAMGH(TEIEELEM
BR)EMTHRA%ZET N\EELTES T &
EEARZFN.75678 7T - BREAF TK14% =
—+RE=FAENTESEL  FREARRZF
2473870 - EEFBIR R GIHER  EFEeR
HIRBE R ARBARBI0B - HIRBEHRAR
R REE BEN - -MFEAADIRE
BRE20BN 2 PHRE - 2FIREEEAER
50781l » R ELLE A£28% o

EBRRR

BERERAMPIMARBRERE - RE—FF
BEEEAEY  SEEHRELMN LM
W R B 2R AmE SR EE
BIERERRETRY EFDHOFTR - 4
W BEEERREN SEFAERIMNES
A¥s BEATHANEERNANT=EF
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v fak L e

The Group is one of the leading suppliers of chemical products in China with a diversified chemical products base.
SECIERZ T DHhE(c TEXERMER L — -
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CHAIRMAN'S STATEMENT
EREHmE

P ERFORMANCE (continued)

Strong sales of telecommunications and automotive-related electronic
products have fuelled the growth of the PCB market. The PCB division
therefore recorded a 4% growth in segment turnover to HK$7,474.3 million,
of which high density interconnect (“HDI”) PCB sales contributed 22% of
the division’s total. However, as the division was negatively impacted by the
restructuring of Elec & Eltek Group during the second half, EBITDA decreased
20% to HK$696.1 million.

The prevailing high price of acetic acid has resulted in significant earnings
for the chemical division. Enhancements to the phenol/acetone plant in
Huizhou, Guangdong Province, were also completed as scheduled, bringing
higher cost advantage for the division. However, the sharp plunge in global
crude oil prices since the fourth quarter has caused the chemical division to
record a 17% decline in segment turnover (including inter-segment sales) to
HK$14,307.9 million. EBITDA was down 14% to HK$1,370.8 million. Share
of associates’ results (the bulk of which was contributed by the natural gas-
based methanol joint venture with China Blue Chemical Limited) declined
24% year on year to HK$177.0 million. In the face of the continued increase
of natural gas prices and low prices of methanol, the natural gas-to-methanol
plant in Chongqging has not been able to meet the expected operating
efficiency. The Group therefore resolved to close down the plant during the
period, and an impairment loss of HK$284.6 million was recognised in the
accounts.

ERRB W

BANMTERBEFEMBERSY - RERIR
IR IS ERIERE) ) o EIRIAREER ARPT 2
EBEBRLTA%ELTNELTHNAE=T8%
7T B SmEEE([HDI) BNRIAR B AR 34
EIEENRIARBEAR BPT BB 2 52 5R22% » (ElR
ETRMNZERER THFETEA - RAK
B~ HE - ERBHEZBFNTE20%E
NEATRAE—TEET -

EIHPTHE  BREREBESNSL - B
SEGERABETN - BEREBMHED,/ WA
BzERELCEBTNMET  AEKER
RAES - EEMNFERLE - ROBEZET
B SIZUETRPIE B (RO EIHE)
TEI7T%E—BO+=FZLtBANLTEET
AINBAE - HIE - TERBHZBN TR
14%ET=ZRETTNTEET - KEEHH
SRAWBH(KE D KB B Eam(CB ki
BERARGEZRARKFERE)BREFT
fF24%Z—RETLAEET - ARNKRARE
BB LA ARFEERDEARY  LRE
ETMZRAARAUFERBLEaRMHER
i RERBRRZEEEAZEE - R RE R
REFEEREFE _EN\TOETEET -

The Group manufactures single, double, multi-layer and HDI PCBs in order to satisfy diversified market demand.
SEAESYE  ZEARSEELEHRIZER - LURRTROTISHER
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CHAIRMAN'S STATEMENT
EREHmE

PERFORMANCE (continued)

Sales of Qiandeng Yu Garden Phase |, in the amount of HK$2,163.3 million,
were fully booked during the period under review. Together with rental
income of HK$527.8 million, the property division recorded a turnover of
HK$2,691.1 million. Contracted sales of HK$2,960 million were registered
on total contracted sales floor area of 287,000 square metres. There were
no new acquisitions of land during the year. As at 31 December 2014, the
Group owned a prime land bank in Shanghai, Kunshan and other major cities,
measuring a buildable gross floor area of around 6 million square metres.

LIQUIDITY AND CAPITAL RESOURCES

The Group’s financial and liquidity position continued to be solid. As at 31
December 2014, net current assets and current ratio of the Group were
approximately HK$16,934.4 million (31 December 2013: HK$21,100.8 million)
and 1.82 (31 December 2013: 2.24) respectively.

ERKRE W

CIEMAEEIRA TREERTEE —HHEER
AZBARA-+—BAT=a=+8%1T "
ERESBALZE-_TLtENTEET &
WENMEEREAH - tREAT B8
BT HARRAHEESE _ThERTER
T AREEABHNR-TNAELTFIK -
HRAL ARG LR - R -F—NFE+ A
=t—RAl KEETPREIZRTNLERER
WEB HEAZBEEREANE ST KN
BE T -

REBEE R T BN

SENTBRABERITERR SR -
—NEFE+ A=+ RBAZARBHEEFESR
—BATABR=THNEN+EBTL(ZE—=
F+=-—A=+—H: —B—+—BEN+E
BT R ERAE182(ZE—=F+_F4
=+—H:224)¢

Contributions from the sale of residential properties and rental income from commercial properties are rising steadily.
EHEDFINEEHERESKAEEENTERAE
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CHARMAN'S STATEMENT
EREHmE

LIQUIDITY AND CAPITAL RESOURCES

(continued)

The net working capital cycle was reduced from 56 days as at 31 December
2013 to 51 days as at 31 December 2014 on the following key metrics:

- Inventories, in terms of stock turnover days, decreased to 33
days from last year (31 December 2013: 37 days) as a result of
strengthened inventory control.

- Trade receivables, in terms of debtors turnover days, was 59 days (31
December 2013: 59 days).

- Trade and bills payables, in terms of creditors turnover days, was 41
days (31 December 2013: 40 days).

The Group’s net gearing ratio (ratio of interest-bearing borrowings net of cash
and cash equivalents to total equity) was approximately 42% (31 December
2013: 42%). The proportion of bank borrowings between short term and
long term stood at 44%:56% (31 December 2013: 30%:70%). During the
year under review, the Group invested HK$2,100 million and HK$4,900
million in new production capacity and property development projects
respectively. With a professional and seasoned management team coupled
with our concrete business foundation and robust balance sheet, the Group is
confident that these investments will generate stable and attractive long-term
returns to our shareholders. Less than 3% of the Group’s bank borrowings
were denominated in RMB, while the remainder were in Hong Kong dollars or
US dollars.

The Group continued to adopt a prudent financial management policy. It has
entered into forward currency contracts in order to minimize the Group’s
foreign exchange exposure. As at 31 December 2014, such contracts had a
fair value of HK$6.8 million. Other than the aforesaid instrument which was
related to the Group’s normal course of business, the Group did not enter
into any other types of derivative financial instruments, nor did the Group
have any material foreign exchange exposure during the year. The Group’s
revenue, mostly denominated in Hong Kong dollars, RMB and US dollars,
was fairly matched with the currency requirements of its operating expenses.

10 KINGBOARD CHEMICAL HOLDINGS LIMITED #5&E1{t T &

RBEES KRBT

FEEESBRENRRA T —=F+t=A=1+—
AMA+<H - /WQ;Z‘E_’E MmE+= A
—t+—H®MA+—H  #5WT

- EEMABHAMBEFES  FEBE
MR E=+=0(=8—=F+_A4
=t+—HB:=++tH)-

- BHREWTHEASHAR T LA(ZE
—=Ht_A=t—H:AthB)-

- B NEREMRFBEESH AN+ —
A(—E—=%+-A=+—8: 1+
AH) -

SEZFEEXEHBRBESRRSSEE W
BEERERNBELE)NRBILY(ZF—=
+_H_+ H:42%) - MHARRHEBEE M
tEBl B44%  56% ( ZE—=F+ A =+—
H:380%:70%) BIEFENRN  £EEET
Z+—EATARENMAEERE R ES
TTREHERREIEE - REEHEEBREXLEE
m@%~%ﬂm¥%%%&mgmwﬁﬁﬂ'

EREUHEREBARESERRERET ME
Wm@ﬁ BITIEETRLRINBAREET
HHRABTTHETTER »

SEHEBERMBENOPBBER - RERRIZT
SMNEREIA KD - DARIESMNE B8R B) AT s R
H 'M#Dﬁﬁ i—@¢+:ﬂ5+—5
Z NFE/NBNTEET - BT Ll EEE

BREEBZTEERIAN  RERALE
Jiﬁﬁﬁmmiﬁﬂlﬂ EOBEFEA -
SEYEMSEANINERR - EFEHWAT
BB ARBRETAE  BEBERXH
B E R HIRTARLRT o



CHARMAN'S STATEMENT
EREHmE

HUMAN RESOURCES

As at 31 December 2014, the Group had a global workforce of approximately
45,300 (31 December 2013: 43,800). The increase in workforce was mainly
due to the increased staff force at the newly completed laminates plant in
Jiangmen, Guangdong Province. In addition to offering competitive salary
packages, the Group grants share options and discretionary bonuses to
eligible employees based on the Group’s overall financial achievement and
employees’ individual performance. The Group’s continued success relies
on a comprehensive human resources strategy. The Kingboard Institute of
Management was established with a vision to focus on management training
of middle and senior management for the Group. The Group also recruits
fresh graduates from both mainland China and Hong Kong each year in its
search for and nurture of talents. In future, the Group will continue its efforts
in developing and retaining staff through its management training schemes, in
order to add momentum to the long-term development of the Group.

PROSPECTS

Management holds an optimistic outlook for the Group’s development in
2015 despite the intense competition in the global manufacturing sector.
We will strive to enhance the operating efficiency of all divisions. In view
of the opportunities emerging from China’s structural optimization of the
manufacturing sector, we will increase our input in businesses related to
environmental protection, waste-water treatment and energy and carbon
emission reduction. We aim to achieve breakthrough leaps in profitability by
leveraging on our industry-leading management expertise and human capital.

As over-capacity in the laminates market gradually eases, the market is
returning to reasonable profitability levels. In the past few years, the Group
has undertaken capacity enhancement works in high-performance laminates
and other upstream materials, which have made increasing contributions to
the Group’s sales and profitability.

The PCB order book has also gradually strengthened, on the back of
continuous growth of 4G network and automotive-related orders. The
restructuring of Elec & Eltek Group will begin to show results in one to two
years. We believe that upon completion of the restructuring, earnings of the
division will recover to past high levels. During 2015, Elec & Eltek Group plans
to discontinue production at its plant in Hong Kong. The premises will be
converted to commercial properties for rental. Also, Elec & Eltek Group will
redevelop certain unutilised land lot of plant in Guangzhou for use by data
centres. As international oil prices stabilise and with more stringent inventory
control, we believe the chemical division will be able to return to a generally
steady and upward path of development.

ABEIR
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CHAIRMAN'S STATEMENT
EREHmE

P ROS P ECTS (continued)

The property division is entering the harvest phase with continued booking
of property project sales expected over the next few years. The commercial
properties in Shanghai and Kunshan will be completed in phases, and have
been registering satisfactory rental results. These properties are expected
to contribute a steady and significant stream of cash flow for the Group in
future. Maintaining a solid financial position, the division has faced the market
headwinds without the need for price reductions. The Group will focus on
completing all existing projects with a view to delivering greater returns to
shareholders.

APPRECIATION

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

Cheung Kwok Wing
Chairman

Hong Kong, 16 March 2015
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DIRECTORS" AND SENIOR MANAGEMENT'S BIOGRAPHIES

EEREREBABZER

EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 59, is the chairman and a co-founder of
the Group, and the chairman of Elec & Eltek International Company Limited
(“EEIC”), which is a subsidiary of the Company listed on the Singapore
Exchange Securities Trading Limited (“SGX”) and dual-listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Mr. Cheung was
the chairman and director of Kingboard Copper Foil Holdings Limited (“KBCF”)
which is the subsidiary of the Company listed on the SGX up to 3 January
2012. Mr. Cheung is the brother of Ms. Cheung Wai Lin, Stephanie, the
cousin of Mr. Cheung Kwong Kwan, the brother-in-law of Mr. Chang Wing
Yiu and Mr. Ho Yin Sang and the father of Mr. Cheung Ka Shing. Mr. Cheung
had over 13 years’ experience in the sales and distribution of electronic
components including laminates prior to the establishment of the Group.
Mr. Cheung is responsible for the overall strategic planning of the Group
and sets the general direction and goals for the Group. Mr. Cheung won
the Young Industrialist Award of Hong Kong 1993, which was organized by
the Federation of Hong Kong Industries and was described as “far-sighted,
enterprising, and having insight in the business”. Mr. Cheung was the winner
of the DHL/SCMP Hong Kong Business Award, accredited with the Owner-
Operator Award in 2006. In 2011, Mr. Cheung was awarded the Honorary
University Fellowships of The University of Hong Kong. In 2013, Mr. Cheung
is appointed as a member of the National Committee of the Chinese People’s
Political Consultative Conference of The People’s Republic of China.

Mr. CHANG Wing Yiu, aged 48, is the managing director of the Group. He
is the brother-in-law of Mr. Cheung Kwok Wing and Ms. Cheung Wai Lin,
Stephanie and the uncle-in-law of Mr. Cheung Ka Shing. He joined the Group
in 1989 and has over 25 years’ experience in laminates production. Mr.
Chang graduated from the Hong Kong Polytechnic University with a higher
diploma in marine electronics. He is responsible for the Group’s chemical
refinery plant and phenol/acetone plant in Yangzhou, Jiangsu province and
phenol/acetone plant in Huizhou, Guangdong province. He was re-designated
from a non-executive director to an executive director of EEIC with effect from
1 August 2014.

Mr. CHEUNG Kwong Kwan, aged 50, is the cousin of Mr. Cheung Kwok
Wing and Ms. Cheung Wai Lin, Stephanie and the uncle of Mr. Cheung Ka
Shing. He joined the Group in 1988 and has been working in the PCB industry
since 1984 with particularly extensive experience in marketing components
and materials required for PCB production. Mr. Cheung is responsible for
the Group’s chemical business operations and property developments in
southern China.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

EENSREBANEZEE

EXECUTIVE DIRECTORS (ontinued)

Mr. HO Yin Sang, aged 60, is the brother-in-law of Mr. Cheung Kwok Wing
and Ms. Cheung Wai Lin, Stephanie and the uncle-in-law of Mr. Cheung
Ka Shing. He joined the Group in 1989 and is responsible for the Group’s
chemical business operations in Hebei and Shanxi province. He is also a non-
executive director of KBCF.

Ms. CHEUNG Wai Lin, Stephanie, aged 44, is the sister of Mr. Cheung Kwok
Wing, the sister-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang, the
cousin of Mr. Cheung Kwong Kwan and the auntie of Mr. Cheung Ka Shing.
She joined the Group in 2002. Ms. Cheung was appointed as an executive
director and the vice chairperson of EEIC with effect from 1 August 2014 and
responsible for the strategic planning of EEIC. Prior to joining the Group, she
worked as an administration assistant manager in a listed company for about
5 years.

Mr. CHEUNG Ka Shing, aged 27, was appointed as an executive director
of the Company with effect from 1 August 2014. He joined the Group since
2009 and is responsible for the property development business of the Group
in eastern China. Mr. Cheung obtained his Bachelor of Science degree in the
study of Management with International Business at the University of London
in 2009. Mr. Cheung is the son of Mr. Cheung Kwok Wing, the nephew of Ms.
Cheung Wai Lin, Stephanie and Mr. Cheung Kwong Kwan and nephew-in-
law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang.

Mr. CHEN Maosheng, aged 51, was appointed as an executive director
of the Company on 11 January 2011. He joined the Group in 1996 and is
currently the chief financial controller of the Group in the People’s Republic of
China (“PRC”). He is responsible for the management of the finance and tax
matters of the Group in the PRC. Prior to joining the Group, he worked with
the finance and economics department of the government of the PRC for 12
years. Mr. Chen graduated from Jiangxi Finance and Economics University
(formerly known as Jiangxi Finance and Economics Institution) in 1990. He is
an accountant certified by the finance department of the government of the
PRC.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Dr. CHENG Wai Chee, Christopher, GBS, OBE, JP , aged 66, was appointed
as independent non-executive Director in 2007. Dr. Cheng is the chairman of
Wing Tai Properties Limited, an independent non-executive director of NWS
Holdings Limited and New World China Land Limited, all being listed public
companies in Hong Kong. He is also an independent non-executive director
of Eagle Asset Management (CP) Limited (as manager of Champion Real
Estate Investment Trust which is listed on the Hong Kong Stock Exchange)
and a non-executive director of the Hongkong and Shanghai Banking
Corporation Limited. Dr. Cheng has a keen interest in the public services. He is
currently a member of the Judicial Officers Recommendation Commission, a
member of the Council of The University of Hong Kong and a steward of the
Hong Kong Jockey Club.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

EENSREBANEZEE

INDEPENDENT NON-EXECUTIVE
DlRECTO RS (continued)

Mr. LAl Chung Wing, Robert, aged 67, was appointed as an independent
non-executive director of the Company in February 2009. He has many years
of experience in trading and investment and was previously the managing
director of Seaunion Holdings Ltd (now known as South Sea Petroleum
Holdings Limited) and an independent non-executive director of Kee Shing
(Holdings) Limited (now known as Gemini Investments (Holdings) Limited),
both companies listed on the Stock Exchange. He holds a Bachelor-of-Laws
(Honours) degree from the University of London and is involved in business
consultancy work in the Asia-Pacific region. He is also an independent non-
executive director of Plastec Technologies Ltd, a company quoted on the
US OTC Bulletin Board (OTCBB). Mr. Lai was previously an independent
non-executive director of KBCF. He is the brother of Mr. Lai Chong Tuck, an
independent non-executive director of EEIC.

Mr. TSE Kam Hung, aged 64, has over 30 years of experience in the field
of electronic industry. He was appointed as an independent non-executive
director of the Company in 2004.

Mr. TANG King Shing, GBS, PDSM, aged 60, has been appointed as an
independent non-executive director with effect from 1 August 2013. Mr. Tang
took office as the Commissioner of the Hong Kong Police in January 2007
until his retirement in January 2011. In March 2013, Mr. Tang was appointed
a member of the National Committee of the Chinese People’s Political
Consultative Conference of the People’s Republic of China. Mr. Tang has
been appointed a director of the Hong Kong News-Expo since June 2013.
Mr. TANG is appointed as the Chairman of the Country and Marine Parks
Board of the Agriculture, Fisheries and Conservation Department with a two-
year term from 1 September 2013 to 31 August 2015 and he is an honorary
advisor of Hong Kong Strategy. He holds a Masters degree in International
and Public Affairs from the University of Hong Kong.

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 41, the Company Secretary, joined the Group in
May 1999. Prior to that, he was an accountant at an international accounting
firm. Mr. Lo is a fellow member of Hong Kong Institute of Certified Public
Accountants. He holds a Bachelor’s Degree in Professional Accountancy
from The Chinese University of Hong Kong. He is in charge of the company
secretarial work of the Group. He is a non-executive director of Kingboard
Laminates Holdings Limited (“KLHL”), a 74.59% owned subsidiary listed on
the main board of the Stock Exchange.
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DIRECTORS’ REPORT

= A+

EETWRE

The directors of the Company (the “Directors”) present their annual report

and the audited consolidated financial statements for the year ended 31
December 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal
subsidiaries, associates and jointly ventures are set out in notes 42, 21 and
23 respectively to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2014 are set out in
the consolidated statement of profit or loss on page 53.

An interim dividend of HK20 cents per ordinary share amounting to
HK$205,120,000 in aggregate was paid to the shareholders during the year.
The directors now recommend the payment of a final dividend of HK30
cents per ordinary share to the shareholders on the register of members of

the Company on Tuesday, 26 May 2015, amounting to HK$307,680,000 in
aggregate, and the retention of the remaining profit in the Company.

INVESTMENT PROPERTIES

Details of the movements in investment properties of the Group during the
year are set out in note 16 to the consolidated financial statements.

PROPERTIES, PLANT AND EQUIPMENT

Details of the movements in properties, plant and equipment of the Group
during the year are set out in note 17 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements during the year in the issued share capital of the
Company are set out in note 33 to the consolidated financial statements.
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DIRECTORS’ REPORT
BEEWE

PURCHASE, SALE OF REDEMPTION OF
SHARES

During the year, there was no purchase, sale or redemption by the Company
or any of its subsidiaries of the Company’s listed securities on the Stock
Exchange.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company’s reserves available for distribution to shareholders as at 31
December 2014 comprised the retained profits of HK$389,538,000.

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 2014, the sum of the retained profits and the share premium
of the Company amounted to approximately HK$4.8 billion.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors during the year and up to the date of this report were:

Executive Directors:

Mr. Cheung Kwok Wing (Chairman)

Mr. Chang Wing Yiu (Managing Director)

Mr. Cheung Kwong Kwan

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Chen Maosheng

Mr. Cheung Ka Shing (appointed on 1 August 2014)

Mr. Mok Cham Hung, Chadwick (resigned on 1 August 2014)

Non-executive Director:
Mr. Chan Wing Kwan (retired on 1 August 2014)

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

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

Mr. Tang King Shing
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DIRECTORS' REPORT
EEEWE

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS (continued)

At the forthcoming annual general meeting of the Company, each of
Mr. Cheung Kwong Kwan, Ms. Cheung Wai Lin, Stephanie and Mr. Ho Yin
Sang, being executive Directors, and Mr. Lai Chung Wing, Robert, being an
independent non-executive Director, will retire from directorship by rotation
and will be eligible for re-election at the forthcoming annual general meeting
of the Company in accordance with Article 92 of the Company’s Articles of
Association.

In addition, Mr. Cheung Ka Shing was appointed by the Board as an
executive Director with effect from 1 August 2014. In accordance with Article
84 of the Company’s Articles of Association, Mr. Cheung Ka Shing will hold
directorship only until the next general meeting of the Company following his
appointment and will be eligible for re-election. Accordingly, Mr. Cheung Ka
Shing will retire at the forthcoming annual general meeting of the Company
and will be eligible for re-election as an executive Director.

Biographical details of the above Directors are set out in the section “Directors’
and Senior Management’s Biographies” on pages 13 to 15.

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).

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2014, the interests of the Directors and their associates
in the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFQ”)), as recorded in the register maintained by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:
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DIRECTORS’ INTERESTS IN SHARES ESZROER W
(continued)
. RE
Long position A= NN
(a) Ordinary shares of HK$0.10 each of the Company (“Shares”) (a) gj; RIS REE.10% T 2 BAEM (K

Approximate

percentage of

the issued

share capital

Number of of the Company

issued P NN
Name of Director Capacity Shares held BEITRA
EEpS ERtE FEERITROHE 2N B DL
Mr. Cheung Kwok Wing Beneficial owner 2,093,470 0.204
SREIER S BEanlEBA
Mr. Cheung Kwong Kwan Beneficial owner 3,000,000 0.293
REE A BalEBA
Mr. Chang Wing Yiu (Note 1) Beneficial owner/Interest of spouse 4,938,328 0.482
BRI S A (1) EnlEAAN/ Bk
Mr. Ho Yin Sang (Note 2) Beneficial owner/Interest of spouse 3,120,674 0.304
a4 S A (B 5E2) BEnlEAAN/ TiBkER
Ms. Cheung Wai Lin, Stephanie (Note 3) Beneficial owner/Interest of spouse 822,000 0.080
sREELZ T (MIFS) EnlEAAN/ Bk
Notes: s -
(1) Out of the 4,938,328 Shares, 4,076,488 Shares were held by Mr. Chang M Z/\\O;?%S jggﬂz?;%ﬂ)% Eé@kiiiﬂ&%\g
Wing Yiu and 861,840 Shares were held by his spouse. ﬁ ) ﬁ‘861 B40BRMEA B EFRERE -
@) Out of the 3,120,674 Shares, 1,679,674 Shares were held by Mr. Ho Yin (2 M#Z3120674KR KM EHR - H
Sang and 1,441,000 Shares were held by his spouse. 1,679,674 I 1 T B (A BEAE S8 AR AN A 5%
A+ 1,441,0000% 85 By EECBRA ©
Q) Out of the 822,000 Shares, 682,000 Shares were held by Ms. Cheung Wai Q) 22802, 000035 &k + Hrh682,0005%
Lin, Stephanie and 140,000 Shares were held by her spouse. BE R R L+ AR ARG - 140,000

feBsefn B B AL B4 A o
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)

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

EECROER @

RE®
(b)  ADTEEMRAE(EEBRE)

Interest in underlying Shares

Name of Director Capacity pursuant to Share Options
EEpS EEME B LB EERR 1D R 2
Mr. Cheung Kwok Wing Beneficial owner 3,360,000
SREIE S A4 EmEEA
Ms. Cheung Wai Lin, Stephanie Beneficial owner 3,120,000
RESELL EmEEA
Mr. Chang Wing Yiu Beneficial owner 3,120,000
BBk EmEEA
Mr. Ho Yin Sang (Note 1) Beneficial owner/Interest of spouse 6,048,000
AR A (1) BB AT Bk
Mr. Cheung Kwong Kwan Beneficial owner 3,120,000
REE A EmEEA
Mr. Cheung Ka Shing (Note 2) Beneficial owner 2,928,000
RE A (MIFE2) EmEEA

Notes: MiaT -

1) Out of the 6,048,000 Share Options, 3,120,000 Share Options were held 1) TA5%6,048,0001) B L EREE R - H

by Mr. Ho Yin Sang and 2,928,000 Share Options were held by his spouse.

713,120,00017 & 4 & A 18 Ty FR (] 38 A4
LERAFE » M2,928,00015 @ 5L
ARl AL B -

©) Mr. Cheung Ka Shing was appointed as a Director on 1 August 2014. ©) RRMTCERNZT—NFN\A—BEZ

The Company adopted its first share option scheme on 11 May
1998, and such share option scheme was terminated upon the
adoption of its second share option scheme (“2002 Scheme”) on 2
July 2002 for the duration of 10 years. In view of the changes to the

EREE-

RARR—ANANERA+—BERMAE
BEEERETE - EEZELER
EER T -_FL A-ARRME
F_RAM+F ELEREAE( =

Rules Governing the Listing of Securities on the Stock Exchange (the TRCEHE DML o ERERATE

“Listing Rules”) in 2009, a new share option scheme (the “Scheme”)
was approved by shareholders of the Company at the extraordinary
general meeting of the Company held on 23 March 2009. The
2002 Scheme was accordingly terminated on the same day without

ZEMRAT ERRU DR =_FFNEF
ZEE ARBEBRRENR-_TENF=
AZ+=ZBRTZARRRRERIAE
e — TR B SR R A AT B ([ &% AT

affecting the rights of holders of any options granted and outstanding g  ZEZT=FFEIMARMARRA

under the 2002 Scheme.
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DIRECTORS’ INTERESTS IN SHARES

(continued)

EECROER @

Long position (continued) RE®)

(c) Ordinary shares of HK$0.10 each (“KLHL Shares”) in KLHL, a (© Z'K@a*%ﬁ?ﬁﬁmﬁ?ﬁgﬁﬁ@m
non-wholly owned subsidiary of the Company SREGR10ET 2 EER((RERE

AR 1)

Approximate

percentage of

the issued

Number of share capital

issued KLHL of KLHL

Shares held HEEBEER

Name of Director Capacity e RTEE 2RITRAE

EEpS ERtE HERRKRDEE 2N B DL

Mr. Cheung Kwok Wing Beneficial owner 675,500 0.023

SREIER S E=EAA

Mr. Chang Wing Yiu Interest of spouse 100,000 0.003
LIPS vt [

Mr. Ho Yin Sang Interest of spouse 540,000 0.018
fA[ A S A [

Share options of KLHL (“KLHL Share Options”)

(d)

EERERELBRE(EZEREERE
TRRED

Interest in underlying Shares
pursuant to KLHL Share Options

Name of Director Capacity BEEERELEREET
EEpS ERME THEE RO S
Mr. Ho Yin Sang Interest of spouse 9,000,000
Al A A ity o

Mr. Cheung Ka Shing Beneficial owner 9,000,000
REKEE BamERA
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)

(e)

U]

Non-voting deferred shares of HK$1 each in the share
capital of Kingboard Laminates Limited, a non-wholly owned

subsidiary of the Company

EECROER @

REW@

() ADRFZERBMELARBERER
BERARARATESREEI1E T ZER
SRR R 1

Number of non-voting
deferred shares held

(Note)

Name of Director Capacity s\ ERIEL

EEpR ERME R BB

(=)

Mr. Cheung Kwok Wing Beneficial owner 1,904,400
SREIEE A BEmEAA

Mr. Cheung Kwong Kwan Beneficial owner 846,400
REE LA BEmlEBA

Mr. Ho Yin Sang Beneficial owner 529,000
Al e A EmEEA

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

Note:  None of the non-voting deferred shares of Kingboard Laminates Limited are
held by the Group. Such deferred shares carry no rights to receive notice
of or to attend or vote at any general meeting of Kingboard Laminates
Limited and have practically no rights to dividends or to participate in any

distribution on winding up.

Ordinary shares (“EEIC Shares”) in the share capital of EEIC, a
non-wholly owned subsidiary of the Company

e AEREHBRSEREEERERARZ
BREBELCRD - ZE5RERH L&
M AT BUE ETR B IR AR A BHER I
RREBEXHEBRRAGENE LK
RN TRRE W B SN B R
ERERDIRZ ERET -

() KABHEEREEN B R TEEICKAF
ZEBER(TEEICKHA )

Approximate

Number of percentage of

issued EEIC the issued share

Shares held capital of EEIC

Name of Director Capacity FridE 1T {GEEICE R{TRAK

EENS ERtE EEICIR 3 & B ZBHNBE DL

Mr. Cheung Kwok Wing Beneficial owner 1,507,200 0.806
SREIER S BEmEA A

Mr. Ho Yin Sang Beneficial owner 486,600 0.260
fa] A e A BmEAA

Mr. Chang Wing Yiu Beneficial owner 486,600 0.260
EBK R BmEAA

Mr. Cheung Kwong Kwan Beneficial owner 40,500 0.022
REE A BalEBA
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)
(9) Ordinary shares (“KBCF Shares”) of US$0.10 each in the
share capital of KBCF, a non-wholly owned subsidiary of the

EECROER @

RE(®)
(9) AATFZEREEHE A TKBCFR A
FEREE0.10E Tt 2 X E MKk ([ KBCFR

Company Lvill))
Approximate
Number of percentage of
issued KBCF the issued share
Shares held capital of KBCF
Name of Director Capacity e #1T {EKBCFE2 21T
EEpS ERtE KBCFRHEHE REZBABDL
Mr. Cheung Kwok Wing Beneficial owner 421,000 0.0583
SREIER BalEBA
Mr. Ho Yin Sang Interest of spouse 2,000 0.0002
Al A S A [
Mr. Lai Chung Wing, Robert Beneficial owner 72,000 0.0100
WAL E BEalEBA

Other than as disclosed above, none of the Directors nor their associates had
any interests or short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) as at 31 December 2014.

Br bR EESN KB -NOF+ -A=+—
B HESEEXEEZHEALINARFLE
EEEEE (& RES L EERAIEXVER)
ZEARt - AR RESFPHEE EAEE

FREE -
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SHARE OPTIONS

Particulars of the share option schemes of the Company, EEIC and KLHL
(including their vesting and exercise period) are set out in note 34 to the

consolidated financial statements.

BriEmE

KHIFE34 ©

ANRE -~ EEICKZEEER 2 B L BRAERTE
FE(BEERBHLITESR) #NGEMBR

The following table discloses movements in the Share Options under the THREBRZET2BTNELERENERNZEH -

Scheme during the year:

Outstanding Outstanding
asat as at
1120144  Transferred Granted Exercised Cancelled Lapsed 31122014
R=2-0%F during during during during duing  H=E-ME
-A-H the year the year the year the year theyear +=f=1-H
AR NEREE  REARL RERTE  REREE  RERXN HATE
Category 1: Directors F1E:E2
Mr. Cheung Kwok Wing RREGE 3,360,000 - - - - - 3,360,000
Mr. Cheung Kwong Kiwan REELE 3,120,000 - - - - - 3,120,000
Mr. Chang Wing Yiu ikiErE 3,120,000 - - - - - 3,120,000
Mr.Ho Yin Sang (Note 1) R () 3,120,000 - - - - - 3,120,000
Mr. Mok Cham Hung, Chedwick (Note )~ EJ88 54 (F32) 3,120,000 - - - - (3,120,000} -
Ms. Cheung Wai Lin, Stephanie FEEXT 3,120,000 - - - - - 3,120,000
Mr. Cheung Ka Shing (Note 3) FRAAE(HE) - 2,928,000 - - - - 2,928,000
18960000 2928000 - - - B10000 18768000
Category 2 Employees (Note ) 508 BE(NE) 1460000 (2928000 - - - 98O 8784000
Total al categories kLR 33,600,000 - - - - (60480000 27,552,000
Notes: Bt EE
(1) In addition to 3,120,000 Share Options held by Mr. Ho Yin Sang, the spouse of Mr. ©) [ a] 38 4E %5 £ 5 B #9.3,120,000 19 18 5t B ik 1
Ho Yin Sang held 2,928,000 Share Options. None of such option was exercised. Gh - {AIE A S A 2 BR AR 7 HE 7 2,928,000 2 ¢
fERRHE o DB SRR RITRE -
@) Mr. Mok Cham Hung, Chadwick resigned as a director on 1 August 2014 and one of @) EREBEER-_T—NFNA—ABTEES 5

the employees resigned on 1 September 2014 and their Share Options had lapsed.

Q) Mr. Cheung Ka Shing was appointed as a director on 1 August 2014.
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SHARE OPTIONS (continued) BREBRE

TREFZEEERELBRERFAZEZE

The following table discloses movements in KLHL Share Options during the

year:

Outstanding Outstanding
as at as at
1.1.2014 Granted Exercised Cancelled Lapsed 31.12.2014
R-B-IF during during during during R-Z-QWF
-B—-8 the year the year the year theyear +=—A=1+-H
e R AT REREL RERTR RERZH RERKR i AT

Directors and employees of KLHL BB EEREZR
(Note) EE () 100,000,000 - - - (19,000,000) 81,000,000
Total Bt 100,000,000 - - - (19,000,000) 81,000,000

Note:  Among these KLHL Share Options, some of which were granted to a Director and
a Director’s associate. Please refer to page 21 for details. During the year ended 31
December 2014, two of the employees resigned and their KLHL Share Options had
lapsed.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

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

DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE

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

SUBSTANTIAL SHAREHOLDERS

At 31 December 2014, 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 or short positions
in the issued share capital of the Company.

Mzt : REREEEBRECERESS  ETELER
BRTNEER—NEENHBA - F53
R21E - REEZT—NF+-A=+—HIt
FEN - AWLBEER  HEREEERELRE
RRAEE SRR -

BEROIES2ZH

B E XA BTSN - NAR] AL
1o B/ 2 B FAF P (AT PR P B A 22 B AT S £ ]
ZH 0 B E R AHEE AR R RS EAE
ABRZ BT MR o

EECERGHRR

AR R REAANE R BBLER] LERRER
HERNEARBDRERM AR EREEK
BERBEEEAEEZEREWD -

FERR

RIBARRIRE S LB RDIE336FAFE
ZIBERREMARLE  R_T—0F+ A
=t+—H TIBRR(EXFAREETER R
SR EMEARRRER AR RID EITHA
TR Z RS SRER -
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SUBSTANTIAL SHAREHOLDERS (continued)

FERR

Approximate
percentage

of the issued
share capital of

Number of issued the Company

Shares held HARAT

Name of shareholder Nature of interest e &7 SEITIRE

R E B ERtE R EE 2R B

Hallgain Management Limited (“Hallgain”) (Note 1)  Beneficial owner 371,924,700 (L) 36.26(L)

(BsE1) EmEA A

FMR LLC Investment manager 102,560,000 (L) 9.99(L)
WEKIR

JPMorgan Chase & Co. (Note 2) (fffz¥2) Investment manager 61,341,902 (L) 5.98(L)
REKIE

59,411,201 (P) 5.79(P)

The letter “L” denotes a long position.

The letter “P” denotes interests in a lending pool.

As at 31 December 2014: () no shareholder of Hallgain was entitled to exercise, or
control the exercise of, directly or indirectly, one-third or more of the voting power at
general meetings of Hallgain, and Hallgain and its directors were not accustomed to
act in accordance with any shareholder’s direction; and (i) Mr. Cheung Kwok Wing,
being a Director, was also a director of Hallgain.

JPMorgan Chase & Co. wholly controlled JPMorgan Chase Bank, N.A. and
JPMorgan Asset Management Holdings Inc.. JPMorgan Chase Bank, N.A. was
interested in 59,411,201 Shares as beneficial owner. JPMorgan Asset Management
Holdings Inc wholly controlled: (a) J.P. Morgan Investment Management Inc. J.P.
Morgan Investment Management Inc was interested in 150,000 Shares as beneficial
owner; (b) JPMorgan Asset Management International Limited. JPMorgan Asset
Management International Limited controlled JPMorgan Asset Management Holdings
(UK) Limited which in turn controlled JPMorgan Asset Management (UK) Limited,
which was interested in 148,000 Shares as beneficial owner; and (c) JPMorgan
Asset Management (Asia) Inc., which in turn wholly controlled JF Asset Management
Limited, which was interested in 582,061 Shares as beneficial owner.

JPMorgan Chase & Co. wholly controlled J.P. Morgan Broker-Dealer Holdings Inc.,
which in turn controlled J.P. Morgan Securities LLC which in turn controlled J.P.
Morgan Clearing Corp. J.P. Morgan Clearing Corp, which was interested in 191,900
Shares as beneficial owner.
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REZZ—NME+=A=+—H : () EHallgainf%
RAE R Hallgain iR R A G170 sk B # s i E
BIITE =9 — A £ 2 R RE - MHallgain & &
EFWMEFRBEMREERTE  RES
REILESE A IR AHallgains B2 -

JPMorgan Chase & Co. & # # %] JPMorgan
Chase Bank, N.A. & JPMorgan Asset
Management Holdings Inc. e JPMorgan
Chase Bank, N.A. 7 59,411,201 & & %
PHAER  RRSRHZEBEZEAA -
JPMorgan Asset Management Holdings
Inc. & # #£ %l : (a) J.P. Morgan Investment
Management Inc ° J.P. Morgan Investment
Management Inci 150,000 % % {5 & # & #
& BRERNZEZEABA  (b) JPMorgan
Asset Management International Limited ©
JPMorgan Asset Management International
Limited # %] JPMorgan Asset Management
Holdings (UK) Limited - 7% #% % JPMorgan
Asset Management (UK) Limited > JPMorgan
Asset Management (UK) Limited 7 148,000
BBRDFPHEEEZ  RRERO2EEE
A+ K (c) JPMorgan Asset Management
(Asia) Inc. ° JPMorgan Asset Management
(Asia) Inc. & # % &l JF Asset Management
Limited ° JF Asset Management Limited 7
582,061 P AR - RESRHZE
HEBA °

JPMorgan Chase & Co. & # £ #|J.P. Morgan
Broker-Dealer Holdings Inc. » iJ.P. Morgan
Broker-Dealer Holdings Inc.#2#J.P. Morgan
Securities LLC, J.P. Morgan Securities LLC
78 # #l J.P. Morgan Clearing Corp ° J.P.
Morgan Clearing Corp# 191,900 % 15 4 #
s RESRHZEREEBA °
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SUBSTANTIAL SHAREHOLDERS (ontinued)

Notes:
) (continued)

JPMorgan Chase Bank, N.A. wholly controlled J.P. Morgan International Inc., a
company which wholly controlled Bank One International Holdings Corporation, a
company which in turn wholly controlled J.P. Morgan International Finance Limited.
J.P. Morgan International Finance Limited wholly controlled: (a) J.P. Morgan
Overseas Capital Corporation, a company which wholly controlled J.P. Morgan
Whitefriars Inc., was interested in a long position of 858,101 Shares as beneficial
owner; and (b) J.P. Morgan Capital Holdings Limited.

J.P. Morgan Capital Holdings Limited wholly controlled J.P. Morgan Chase (UK)
Holdings Limited, which in turn wholly controlled J.P. Morgan Chase International
Holdings. J.P. Morgan Chase International Holdings controlled J.P. Morgan
Securities Plc, which was interested in 639 Shares as beneficial owner, was 99.31%
controlled by J.P. Morgan Chase International Holdings.

Other than as disclosed above, the Company had not been notified of any
other relevant interests or short positions in the issued share capital of the
Company as at 31 December 2014 which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO.

CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has been in compliance with
the applicable code provisions as set out in the Corporate Governance Code
(the “CG Code”) contained in Appendix 14 to the Listing Rules throughout the
year ended 31 December 2014, save for the deviation that the non-executive
Director (namely, Mr. Chan Wing Kwan, who ceased to be a non-executive
Director with effect from 1 August 2014) and independent non-executive
Directors are not appointed for specific terms pursuant to paragraph A.4.1
of the CG Code. Notwithstanding the aforesaid deviation, all the Directors
(including the non-executive Director (namely, Mr. Chan Wing Kwan, who
ceased to be a non-executive Director with effect from 1 August 2014) and
independent non-executive Directors) are subject to retirement by rotation
and re-election at the Company’s annual general meeting in compliance with
the Company’s Articles of Association. As such, the Company considers that
sufficient measures have been taken to ensure that the Company’s corporate
governance practices are no less exacting than those in the CG Code.

FERR@®

B EE
©@) (%)

JPMorgan Chase Bank, N.A. & # % #l
J.P. Morgan International Inc. m J.P.
Morgan International Inc.Z #{Z#|Bank One
International Holdings Corporation, Bank
One International Holdings Corporation  7i
2 # 42 %) J.P. Morgan International Finance
Limited, J.P. Morgan International Finance
Limited 8] & # & &/ : (a) J.P. Morgan
Overseas Capital Corporation @ #% 2 @ &
1 2 ) J.P. Morgan Whitefriars Inc. » H 7
858,101 MR EFHEEER - REZFR
Dz ERBEAAN  Kb) J.P. Morgan Capital
Holdings Limited °

J.P. Morgan Capital Holdings Limited &
# 4= %l J.P. Morgan Chase (UK) Holdings
Limited i J.P. Morgan Chase (UK)
Holdings Limited 8] & # £ &l J.P. Morgan
Chase International Holdings o J.P.
Morgan Chase International Holdings & #l
J.P. Morgan Securities Plc, J.P. Morgan
Securities Plc X 639 I8 f& 15 7 # B # & -
BZERhzE=HA A ° JP. Morgan
Securities Plc A  J.P. Morgan Chase
International Holdings% #199.31% 8 & 1 °

BRERWEEIN  ARAHBEENER _F
—ME+ - A=+—HZARF D HETRAS
RIEFEH M E GDIEXVERE2 M35 5 2 R 5E
AMARRBWE 2 T EMAREERER
SRR N I G 5P 533616 E AN~ RIZAR
Tz B risr 2 (M EMAREERSIER

XER

EEAR BIERNTEFAIRAKREL - KB
“E-ENA-RESEXNREIFNTES)
N IEMITERAIFRIBDEE G T RIEX
FALNBRFECHREZREEER 2SN - K
ARBE_ZE-HWF+_A=+—HIFER
—EHETEWRAMETMET 2ERXERT
AT EEASTAID) F#ks) 28 M 7 AR -
BEA MREMER - TEES(RIEENTE
Z(AEOKEREL - HE T -OFNAA—RAE
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CORPORATE GOVERNANCE (ontinueq)

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 the independent non-
executive Directors are independent for the purposes of Rule 3.13 of the
Listing Rules.

CONNECTED TRANSACTIONS

In 2014, the Group had the following non-exempt continuing connected
transactions (which are also related party transactions) within the meaning of
Chapter 14A of the Listing Rules:

(@)

Purchase Framework Agreement

On 5 November 2013, the Company and Hallgain entered into
a purchase framework agreement (the “Purchase Framework
Agreement”) pursuant to which the Group agreed to purchase certain
materials for the production of PCBs such as copper balls and drill
bits from Hallgain and its subsidiaries (the “Hallgain Group”) from 1
January 2014 to 31 December 2016. Under the Purchase Framework
Agreement, the amount of materials to be purchased is not fixed
but is to be determined and agreed between the parties from time
to time. The actual quantity, specification and price (with reference
to the prevailing market price) of the materials under the Purchase
Framework Agreement will be subject to the individual orders placed
by the Group with the Hallgain Group.

The transactions contemplated under the Purchase Framework
Agreement constituted continuing connected transactions for the
Company pursuant to Chapter 14A of the Listing Rules on the basis
that Hallgain is a substantial shareholder of the Company and hence
a connected person of the Company under the Listing Rules.

The annual cap and the actual transaction amount of the transactions
contemplated under the Purchase Framework Agreement for the year
ended 31 December 2014 are set out in the table below. Details of
the Purchase Framework Agreement were disclosed in the circular of
the Company dated 28 November 2013.
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CONNECTED TRANSACTIONS (continued)

(b)

(c)

KLHL Supply Framework Agreement

On 5 November 2013, KLHL and Hallgain entered into a supply
framework agreement (the “KLHL Supply Framework Agreement”)
pursuant to which the KLHL Group agreed to supply copper and
laminates to the Hallgain Group from 1 January 2014 to 31 December
2016. Under the KLHL Supply Framework Agreement the amount to
be supplied is not fixed but is to be determined and agreed between
the parties from time to time. The actual quantity, specification and
price (with reference to the prevailing market price) of the products
under the KLHL Supply Framework Agreement will be subject to the
individual orders placed by the Hallgain Group with the KLHL Group.

The transactions contemplated under the KLHL Supply Framework
Agreement constituted continuing connected transactions for the
Company pursuant to Chapter 14A of the Listing Rules on the basis
that Hallgain is a substantial shareholder of the Company and hence a
connected person of the Company under the Listing Rules, and KLHL
is a subsidiary of the Company.

The annual cap and the actual transaction amount of the transactions
contemplated under the KLHL Supply Framework Agreement for the
year ended 31 December 2014 are set out in the table below. Details
of the KLHL Supply Framework Agreement were disclosed in the
circular of the Company dated 28 November 2013.

KLHL Purchase Framework Agreement

On 5 November 2013, KLHL and Hallgain entered into a purchase
framework agreement (the “KLHL Purchase Framework Agreement”)
pursuant to which the KLHL Group agreed to purchase materials
for production of laminates such as drill bits and machineries from
the Hallgain Group from 1 January 2014 to 31 December 2016.
Under the KLHL Purchase Framework Agreement, the amount to be
purchased is not fixed but is to be determined and agreed between
the parties from time to time. The actual quantity, specification and
price (with reference to the prevailing market price) of materials under
the KLHL Purchase Framework Agreement will be subject to the
individual orders placed by the KLHL Group with the Hallgain Group.

BAERX S )

(b)

(c)
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CONNECTED TRANSACTIONS (continued)

(¢) KLHL Purchase Framework Agreement (continued)
The transactions contemplated under the KLHL Purchase Framework
Agreement constituted continuing connected transactions for the
Company pursuant to Chapter 14A of the Listing Rules on the basis
that Hallgain is a substantial shareholder of the Company and hence a
connected person of the Company under the Listing Rules, and KLHL
is a subsidiary of the Company.

The annual cap and the actual transaction amount of the transactions
contemplated under the KLHL Purchase Framework Agreement for
the year ended 31 December 2014 are set out in the table below.
Details of the KLHL Purchase Framework Agreement were disclosed
in the circular of the Company dated 28 November 2013.

BERXZ @

(c) BEBRERBEEZRBRGE
A Halgain B4R AF 2 EBE - 1R
BEMRAARARZEEAL M
SEREERAARARZHBAR - BUR
BEMBAE4AE - ZEEEREE
ERBHE TN 2R BERARBZIHE

BHBEERBEERBBREBE N 2X 58
E-F--NFF+-_A=Z+—HIEFEZ
FELREEBRIZEHNTEK - BH
BEREEERG R FIEERART]
AA—T—=F+—A=+/\Bz@

R EE o
Amounts Annual caps
8 FELR
HK$’000 HK$’000
FAT FAT
Purchase of copper balls and drill bits from REEIREEEIEZLR RN 493,396 700,000
the Hallgain Group by the Group under the Hallgain£s [ & & 3k 1 & H
Purchase Framework Agreement
Sales of coppers and laminates to the Hallgain 2 B8 Bk & B R E 2 EE B it 715,918 1,200,000
Group by the KLHL Group under the KLHL FEHEZE 157% M Hallgain £ 8] 1 &
Supply Framework Agreement i 2 7B 4 R
Purchase of drill bits and machineries from the  &E1& B iR BB FEEEERE 303,931 335,000

Hallgain Group by the KLHL Group under the — BiEZ8 %% AHallgain&= EiE B

KLHL Purchase Framework Agreement $ENE K2

The amounts of the above transactions did not exceed the corresponding
annual caps for the financial year ended 31 December 2014 as announced
by the Group.

The independent non-executive Directors had reviewed the above continuing
connected transactions and confirmed that the transactions have been
entered into in the ordinary and usual course of business of the Group, on
normal commercial terms and that the terms thereof (including the relevant
annual caps as set out in the Company’s circular dated 28 November
2013) are fair and reasonable and in the interests of the Company and the
Shareholders as a whole after taking into account the factors stated in the
circular.
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CONNECTED TRANSACTIONS (continued)

The Company’s auditor was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and with reference to Practice
Note 740 “Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued an unqualified letter containing
the auditor’s findings and conclusions in respect of the continuing connected
transactions for the year ended 31 December 2014 disclosed by the Group
from pages 28 to 31 of this annual report in accordance with Listing Rule
14A.56. A copy of the auditor’s letter has been provided by the Company to
the Stock Exchange. The auditor has confirmed that nothing has come to its
attention that causes it to believe that the continuing connected transactions
entered into by the Group for the year ended 31 December 2014:

(@) have not been approved by the Board;

(b) were not, in all material respects, in accordance with the pricing
policies of the Group;

() were not entered into, in all material respects, in accordance with the
relevant agreements governing the transactions; and

(d) have exceeded the cap.

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 are set out in note 34
to the consolidated financial statements.
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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 2014.

DONATIONS

During the year, the Group made charitable and other donations amounting
to HK$8,226,000.

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.

AUDITOR

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

On behalf of the Board
Cheung Kwok Wing
CHAIRMAN

16 March 2015

32 KINGBOARD CHEMICAL HOLDINGS LIMITED 3258t T4

B

BERSHEAREARTEWELEEDTMA
PRI ARRBEZMANY ERFNERIES
HE -

ZEARERE
HE-Z-—NF+-A=1+—HIFE &2
Al—EHERRATERE -

B

FR - AEBEHES M EMIBFIES,226,000

BT

FERFRMHER

FR - AEBRERABTFATREEEART
ZHERESBEEI LR ALEE 2 HEREK
BERHEZ30% -

BB

BRERBFAE LIRE —TREER - UER
=% o R SRTENTT AR R BIREED -

EERED
E
REN K

—E-RF=A+"H



CORPORATE GOVERNANCE REPORT
BREIAWRE

The Board of the Company recognises the importance of corporate
governance practice of a listed company. It is in the interest of the
stakeholders and shareholders for a listed company to operate in a
transparent manner with the adoptions of various self-regulatory policies,
procedures and monitoring mechanisms and a clear definition of
accountability of directors and management.

In the opinion of the Directors, the Company has complied with the applicable
code provisions as set out in the CG Code through out the year ended
31 December 2014, save for the deviation that the non-executive Director
(namely, Mr. Chan Wing Kwan, who ceased to be a non-executive Director
with effect from 1 August 2014) and independent non-executive Directors
are not appointed for specific terms pursuant to paragraph A.4.1 of the CG
Code. Notwithstanding the aforesaid deviation, all the Directors (including
the non-executive Director (namely, Mr. Chan Wing Kwan, who ceased to be
a non-executive Director with effect from 1 August 2014) and independent
non-executive Directors) are subject to retirement by rotation and re-
election at the Company’s annual general meeting in compliance with the
Company’s Articles of Association. As such, the Company considers that
sufficient measures have been taken to ensure that the Company’s corporate
governance practices are no less exacting than those in the CG Code.

On 11 January 2011, the Board announced that Mr. Chan Wing Kwan
was re-designated as a non-executive Director and appointed as the chief
consultant of the Company and ceased to be the Managing Director and an
executive Director of the Company with effect from 11 January 2011. Mr.
Chan Wing Kwan (who ceased to be a non-executive Director with effect from
1 August 2014) and all independent non-executive Directors of the Company
have no fixed term of service with the Company and are subject to the
relevant provisions of retirement and re-election at annual general meeting of
the Company in accordance with the Articles of Association of the Company.
Their appointments without a specific term are deviation from paragraph
A.4.1 of the CG Code. No replacement of the position of Managing Director
had been appointed since Mr. Chan’s resignation from such position until
Mr. Chang Wing Yiu, an executive Director, took up the role as a Managing
Director with effect from 1 August 2014. As such there was a deviation from
paragraph A.2.1 of the CG Code (which requires that the roles of chairman
and chief executive officer should not be performed by the same individual)
during the period between 1 January 2014 and 31 July 2014.

In addition to the CG Code, which is mandatory in nature, the Board also
observes certain recommended best practices (“Recommended Best
Practices”) contained in Appendix 14 to the Listing Rules and has adopted
certain Recommended Best Practices which are suitable to the Company’s
current situation. The Board will continuously enhance the corporate
governance standard of the Company by reference to the Recommended
Best Practices whenever suitable and appropriate.
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The Company has adopted a code of conduct regarding directors’ securities
transactions on terms no less exacting than the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix 10 to the
Listing Rules (the “Model Code”). Following a specific enquiry, each Director
has confirmed that he or she has complied with the required standard set out
in the Model Code and the code of conduct regarding Directors’ securities
transactions adopted by the Company.

A.

DIRECTORS

The Board

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

The Board meets regularly and as warranted by particular
circumstances. Notices and agendas are prepared by the Company
Secretary as delegated by the Chairman of the Board and distributed
to the Board members within reasonable time before the meetings.
Relevant meeting papers are also sent to Directors well before the
meetings, informing them of the background and giving explanation
on matters to be brought before the Board. All Directors are given the
opportunity to include matters in the agendas for Board meetings. To
ensure the Directors make decisions objectively and in the interests of
the Company, the Company’s articles of association provide that any
Director shall abstain from voting on any resolutions in which he or his
associates is/are materially interested nor be counted in the quorum
of the meeting. Draft and final versions of the minutes of Board
meetings are sent to all Directors for their comment and records
respectively within a reasonable time after the Board meetings and
are kept by the Company Secretary.
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A. DlRECTORS (continued)

The Board (continued)

T

BEE2H)

During the year under review, the Board had held four meetings and REBEFEN  EFRT 7O
the Directors’ attendance at Board meetings and Board committees’ EZoEENEEeeENlEELECeS
meetings were as follows: B2 HERCERINT
Audit Nomination  Remuneration
Board Committee Committee Committee
Meeting Meeting Meeting Meeting
Exg ERZEE REZEE FMzae
i i i 83
Number of Meeting e%8E 4 3 2 2
Executive Directors HTES
Cheung Kwok Wing (Chairman) REUR(ZE) 4 - - -
Chang Wing Yiu (Managing Director) BXB(EFLTHE) 4 - - -
Cheung Kwong Kwan REE 4 - - -
Ho Yin Sang BE:3S 4 - - -
Cheung Wai Lin, Stephanie REE 4 - - -
Chen Maosheng 5532 4 - - -
Cheung Ka Shing TR
(appointed on 1 August 2014) (RZZ-—mFN\R—BEZE) 2 - - -
Mok Cham Hung, Chadwick SR8
(resigned on 1 August 2014) (RZZ—mENA—BET) 2 - - -
Non-executive Director FHTES
Chan Wing Kwan FRkiE
(retired on 1 August 2014) (RZZE-mENA—BEA) 2 - - -
Independent non-executive Directors B & {TEE
Cheng Wai Chee, Christopher Bgex 3 - - -
Lai Chung Wing, Robert RRE 4 3 2 2
Tse Kam Hung B 4 3 2 2
Tang King Shing HEK 4 3 2 2

The Directors have observed the importance of directing and
supervising the Company’s affairs at a more regular interval. After
consulting all Directors, Board meetings have been preliminarily
scheduled to be held at quarterly interval and no less than four times
in the coming year.

The Board is responsible for performing the functions set out in D.3.1
of the CG Code.

During the year under review, the Board met once to review the
Company’s corporate governance policies and practices, training
and continuous professional development of Directors and senior
management, the Company’s policies and practices on compliance
with legal and regulatory requirements, the compliance of the Model
Code and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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PEERNE
A. DI RECTO RS (continued)

Division and responsibilities

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

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

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

o preparing meeting agenda after consultation with the
Managing Director;

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

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

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

On 11 January 2011, the Board announced that Mr. Chan Wing
Kwan was re-designated as a non-executive Director and appointed as
the chief consultant of the Company and ceased to be the Managing
Director and an executive Director with effect from 11 January 2011.
Mr. Chang Wing Yiu, an executive Director, took up the role as a
Managing Director with effect from 1 August 2014.
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CORPORATE GOVERNANCE REPORT

PERERWME
A. DlRECTORS (continued)

Board composition

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

Executive Directors

Cheung Kwok Wing (Chairman)
Chang Wing Yiu (Managing Director)
Cheung Kwong Kwan

Ho Yin Sang

Cheung Wai Lin, Stephanie

Chen Maosheng

Cheung Ka Shing

Independent non-executive Directors
Cheng Wai Chee, Christopher

Tang King Shing

Lai Chung Wing, Robert

Tse Kam Hung

Ms. Cheung Wai Lin, Stephanie is the sister of Mr. Cheung Kwok
Wing. Mr. Cheung Kwong Kwan is a cousin of Mr. Cheung Kwok
Wing and Ms. Cheung Wai Lin, Stephanie. Mr. Chang Wing Yiu and
Mr. Ho Yin Sang are brothers-in-law of Mr. Cheung Kwok Wing and
Ms. Cheung Wai Lin, Stephanie. Mr. Cheung Ka Shing is the son
of Mr. Cheung Kwok Wing, the nephew of Ms. Cheung Wai Lin,
Stephanie and Mr. Cheung Kwong Kwan and the nephew-in-law of
Mr. Chang Wing Yiu and Mr. Ho Yin Sang.

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

Board composition (continued)

On 11 January 2011, the Board announced that Mr. Chan Wing
Kwan was re-designated as a non-executive Director and appointed as
the chief consultant of the Company and ceased to be the Managing
Director and an executive Director with effect from 11 January 2011.
Mr. Chan Wing Kwan (who ceased to be a non-executive Director
with effect from 1 August 2014) had no fixed term of service with the
Company as a non-executive Director and was subject to the relevant
provisions of retirement and re-election at annual general meeting of
the Company in accordance with the Articles of Association of the
Company. His appointment without a specific term was a deviation
from paragraph A.4.1 of the CG Code. No replacement of the
position of Managing Director had been appointed since Mr. Chan’s
resignation from such position until Mr. Chang Wing Yiu, an executive
Director, took up the role as a Managing Director with effect from 1
August 2014. As such there was a deviation from paragraph A.2.1
of the CG Code (which requires that the roles of chairman and chief
executive officer should not be performed by the same individual)
during the period between 1 January 2014 and 31 July 2014.

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

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

PERERWME
A. DlRECTORS (continued)

Appointment, re-election and removal

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

Responsibilities of Directors

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

Responsibilities of Directors (continued)

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

According to A.6.5 of the CG Code, Directors should participate in
appropriate continuous professional development to develop and
refresh their knowledge and skills to ensure that their contribution to
the Board remains informed and relevant.

A briefing session was organised for the Directors for the year
under review to update the Directors on the latest Listing Rules and
statutory disclosure obligation for listed companies to disclose inside
information under Part XIVA of the SFO.

During the year under review, the Directors also participated in the
following trainings:
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Attending or participating in
the briefing session/seminars/
programmes relevant to

the business/directors’ duties

HERSEEREE,
EERBENENE

Name of Directors EHEHS B wrEl
Executive Directors HITES
Cheung Kwok Wing (Chairman) REIER(F/E) v
Chang Wing Yiu (Managing Director) PN IR (EFAATIE) v
Cheung Kwong Kwan REE v
Ho Yin Sang fAI3EAE v
Cheung Wai Lin, Stephanie oR{EiE v
Chen Maosheng RIS v
Cheung Ka Shing (appointed on 1 August 2014) RRK(AZZ—WFENA—BHEZE) v
Mok Cham Hung, Chadwick (resigned on 1 August 2014) B (R =2 —NF )\ A—HEHT) v
Non-executive Director FHITES
Chan Wing Kwan (retired on 1 August 2014) fRoKEE(R =T —WFEN\A—HRME) v
Independent non-executive Directors BIYFHTES
Cheng Wai Chee, Christopher LIFS v
Lai Chung Wing, Robert BB v
Tse Kam Hung B v
Tang King Shing il v

The Directors confirmed that they have complied with A.6.5 of the CG

Code on Directors’ training.
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PERERWME
A. DlRECTORS (continued)

Supply of and access to information

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

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

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

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

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

° recommend specific remuneration packages including, where
appropriate, allowances, bonuses, benefits in kind, incentive
payments, and share options, if any, for each executive
Director and the Managing Director and such other members
of senior management as it is designated to consider;
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TEEARE
B. REMUNERATION OF DIRECTORS AND

SENIOR MANAGEMENT (continued)

The level and make-up of remuneration and disclosure

(continued)

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

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

When recommending the remuneration package for each individual
Director, the Remuneration Committee will consider his qualification
and experience, specific duties and responsibilities assigned to
him by the Board and the prevailing market packages available for
similar position. The emoluments of the Directors on a named basis
for the year under review is set out on pages 125 to 128 in Note
13 to the financial statements. Review and comparison in terms of
Directors’ emoluments package and net profits of the Group are
made from time to time with comparable listed industrial companies
with similar capitalisation to the Group. Considering all such factors,
the Remuneration Committee would make recommendation on the
remuneration package for each Director after consultation with the
Chairman.

During the year under review, the Remuneration Committee had
convened two meetings during which, among other things, the
performance, and the remuneration policy and packages for all
Directors and senior management including the remuneration
package for Mr. Cheung Ka Shing, who was appointed as an
executive Director on 1 August 2014, were considered.
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CORPORATE GOVERNANCE REPORT
REAME

C.

ACCOUNTABILITY AND AUDIT

Financial reporting

The Directors acknowledge their responsibilities for preparing the
Company’s account which gives a true and fair view of the financial
position of the Group. The Company deploys appropriate and
sufficient resources to prepare unaudited half-yearly account and
audited yearly account. Senior management is required to present
and explain the financial reporting and matters that materially
affect or may have material impact on the financial performance
and operations of the Company to the Audit Committee and the
Board and respond to the queries and concerns raised by the Audit
Committee and the Board to their satisfaction. The statement of the
auditor of the Company about their reporting responsibilities on the
financial statements is set out in the Independent Auditor’s Report on
pages 51 and 52 of this annual report.

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

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

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

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

o an internal audit function, which reports directly to the Audit
Committee, is in place to determine whether the above
procedures are properly carried out.
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CORPORATE GOVERNANCE REPORT
EREAMSE

C.

ACCOUNTABILITY AND AUDIT (continued)

Internal controls (continued)

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

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

C.

ACCOUNTABILITY AND AUDIT (continued)

Audit Committee

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

° review with the external auditor, the audit plan;

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

o review the scope and results of the internal audit procedures;

o review the statement of financial position and statement of
profit or loss of the Company and the consolidated statement
of financial position and statement of profit or loss of the
Group and submit them to the Board;

o nominate persons as auditor;

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

o review connected transactions and examine the adequacy
of internal controls of the Group as part of the standard
procedures.
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EREAMSE

C.

ACCOUNTABILITY AND AUDIT (continued)

Audit Committee (continued)

The duties of the Audit Committee include reviewing the scope and
results of the audit and its cost effectiveness, and the independence
and objectivity of the Company’s auditor, Deloitte Touche Tohmatsu.
The Audit Committee will review the independence of the Company’s
auditor, the resources and adequacy of the internal audit function,
at least once a year. Where the auditor also supplies non-audit
services to the Company, the Committee will keep the nature and
extent of such services under review, seeking to balance between the
maintenance of objectivity and value for money. During the year under
review, the fees paid/payable to the Company’s auditor in respect of
audit and non-audit services provided by the Company’s auditor to

C.

L A

BEREHE e

EREEE(H)

ERZEgZRESERIZAZE
B ERMERAME - AREAREZ
ZENIEE) « BEMRT SETAIIT 2B
REBIE - ERZRESEFEL AW
ERRAUNCIEZE (Gl AR A= T8 8
REMEREFME o HEZBEIRAR
AIRMEREBRY - ZRETERHER
A ERG I EE RS EE - BRE
REFFENE R A 2 FR BG4 - ROl
BFEEN AR BB AR EER
W2 BN IERBRBEMEN, AR

the Group were as follows: NEVZERERNT

Amount (HK$)
Nature of services RIEMHE S (ET)
Audit services ZEARTS 13,050,000
Non-audit services FERZERTS
()  Tax services () RS 445,000
(i)  Other services (i) EMRS 310,000

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

ACCOUNTABILITY AND AUDIT (continued)

Audit Committee (continued)
In addition, the Audit Committee is authorised:

. to investigate any matter within its written terms of reference;
. to have full access to and co-operation by the management;
° to have full discretion to invite any Director or executive officer

to attend its meetings; and

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

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

During the year under review, the Audit Committee had performed the
following works:

o review of the scope of audit work;

° review and discussion of the annual financial results and
report in respect of the year ended 31 December 2013 and
interim financial results and report for the six months ended
30 June 2014 and discussion with the management of the
accounting principles and practices adopted by the Group;

° discussion and recommendation of the re-appointment of the
external auditors; and

. review of the internal control, financial reporting and risk
management systems of the Group.

During the year under review, the Audit Committee had convened
three meetings.
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D.

DELEGATION BY THE BOARD

Management function

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

Board committees

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

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

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

o review whether or not an independent non-executive Director
is independent for the purpose of the Listing Rules on annual
basis;

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

° assess the effectiveness of the Board as a whole and the
contribution by each individual Director to the effectiveness of
the Board; and

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

DELEGATION BY THE BOARD (continued)

Board committees (continued)

During the year under review and up to the date of this report, the
Nomination Committee had convened two meetings during which,
among other things, considered and recommended candidates to
the Board to fill the vacancy of executive Director as a result of the
resignation of Mr. Mok Cham Hung, Chadwick. The Nomination
Committee also considered the Directors who should retire by
rotation pursuant to the Company’s articles of association and the
CG Code. The Nomination Committee had resolved that Mr. Cheung
Kwong Kwan, Ms. Cheung Wai Lin, Stephanie and Mr. Ho Yin Sang,
being executive Directors, and Mr. Lai Chung Wing, Robert, being an
independent non-executive Director, shall be subject to retirement by
rotation at the forthcoming annual general meeting of the Company.
Mr. Cheung Ka Shing, who was appointed as an executive Director
on 1 August 2014, will hold directorship only until the forthcoming
annual general meeting of the Company according to Article 84 of the
Company’s Articles of Association and will be eligible for re-election.
During the meetings of the Nomination Committee, it had considered
the policy for the nomination of Directors, and the process and criteria
adopted by the Nomination Committee to select and recommend
candidates for directorship.

It had also reviewed the structure, size and composition of the Board
to ensure that it has a balance of expertise, skills and experience
appropriate to the requirements of the business of the Company and
assessed the independence of all the independent non-executive
Directors. All the above-named Directors were nominated by the
Nomination Committee to stand for re-election at the forthcoming
annual general meeting of the Company.

COMMUNICATION WITH SHAREHOLDERS

The Board endeavours to maintain an on-going dialogue with
shareholders. All Directors are encouraged to attend the general
meetings to have personal communication with shareholders. In
annual general meeting, Chairman of the Board and the chairman
of each committee are required to attend and answer questions
from shareholders in respect of the matters that they are responsible
and accountable for. The external auditor is also required to be
present to assist the Directors in addressing any relevant queries by
shareholders. The Company has also set up a public relations website
which enables the shareholders and public to post their questions,
comments and opinions in relation to the Group to the Board.

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

To safeguard shareholders’ interests and rights, separate resolutions
are proposed at shareholders’ meetings on each substantial issue,
including the election of individual Directors, for shareholders’
consideration and voting. Besides, pursuant to the Company’s
Articles of Association, shareholder(s) holding not less than one-tenth
of the paid-up capital of the Company carrying the right of voting at
general meetings may request the Company to convene an EGM by
sending a written requisition to the Board or the Company Secretary.
The objects of the meeting must be stated in the written requisition.

Shareholders may send written enquiries to the Company for putting
forward any enquiries or proposals to the Board. Contact details are as
follows:
Address:  2nd Floor, Harbour View 1

No. 12 Science Park East Avenue
Phase 2 Hong Kong Science Park
Shatin

Hong Kong

Fax: (852) 2691 0445/2691 5245
Email: enquiry@kingboard.com

For the avoidance of doubt, shareholder(s) must deposit and send the
original duly signed written requisition, notice or statement, or enquiry
(as the case may be) to the above address and provide their full
name, contact details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required by law.

During the year under review, the Company has not made any
changes to its articles of association.

An up to date version of the Company’s Articles of Association
is available on the Company’s website and The Stock Exchange
of Hong Kong Limited’s website. Shareholders may refer to the
Company’s articles of association for further details of their rights.

All resolutions put forward at shareholders’ meetings will be voted
by poll pursuant to the Listing Rules and the poll voting results will
be posted on the websites of The Stock Exchange of Hong Kong
Limited (www.hkexnews.hk) and the Company (www.kingboard.com)
immediately after the relevant general meetings.
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INDEPENDENT AUDITOR'S REPORT
B HEN RS

Deloitte.
=2

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

We have audited the consolidated financial statements of Kingboard Chemical
Holdings Limited (the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 53 to 193, which comprise the consolidated
statement of financial position as at 31 December 2014, and the consolidated
statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

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

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2014, and of
its profit and cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

16 March 2015
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CONSOLIDATED STATEMENT OF PROFT OR LOSS

S AtE g

wVRE Eﬁ
For the year ended 31 December 2014 HZ - ZE— &+ A =+—HILFE

2014 2013
—F-MF —T=fF
HK$°000 HK$’'000
FET FAT
Revenue - 7 35,905,766 35,683,457
Cost of sales and services rendered SHE RIRHARF A A (31,308,307) (31,025,972)
Gross profit EF 4,597,459 4,657,485
Other income, gains and losses HAaU A ~ Y25 L8 9 534,566 419,000
Distribution costs PaNiz DN (984,007) (942,139)
Administrative costs TR AN (1,644,319) (1,495,885)
Gain on fair value changes of investment & & W% AT ([EEE
properties Wz 16 1,381,549 1,406,679
Gain on disposal of available-for-sale HEMHEEREZ
investments Wz 206,884 144,901
Share-based payments VARR (9 FE A 3R (7,398) (44,756)
Impairment loss recognised in respect E - BE MEREBERZ
of properties, plant and equipment BEEE 17 (303,074) -
Finance costs BhE KA 10 (444,995) (479,661)
Share of results of associates i N E 21 176,956 234,349
Profit before taxation M T AT A 3,513,621 3,899,973
Income tax expense FRS RS 11 (692,615) (608,350)
Profit for the year INEEE %A 12 2,821,006 3,291,623
Profit for the year attributable to: REERMEGNEE
Owners of the Company EA/NCIESZEUN 2,536,800 2,961,409
Non-controlling interests IR AR R A A 284,206 330,214
2,821,006 3,291,623
Earnings per share — Basic and diluted SHREF -EXREE 15 HK$2.47387T  HK$2.887/47T
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

reBa MEMEE RS

For the year ended 31 December 2014 HE=Z—NF+=-A=+—HILFE

2014 2013
—E2-NF —T—=F
HK$’000 HK$'000
FExT FAT
Profit for the year AR i A 2,821,006 3,291,623
Other comprehensive (expense) income for ZARFEEH A2 m (X )z
the year
Items that will not be reclassified to profit ~ T B EFH P E B Z
or loss: B :
Translation reserve: P b fh 4
Exchange differences arising from ENEZ2REEmMEEZ
translation to presentation currency [, Z=RE (363,993) 962,601
Property revaluation reserve: MESLRHEE
Fair value changes on properties MEERTIREMER
transferred to investment properties NEZE = 5,142
(363,993) 967,743
Items that may be reclassified subsequently & RA G E R HIEE
to profit or loss: B2 HA
Investment revaluation reserve: WEEMEHE
Fair value changes of available-for-sale A HERE 2
investments N EEE) (96,733) 367,677
Reclassification adjustment relating REEITHIERE
to disposal of available-for-sale miEL 2 EHH
investments R (210,660) (145,426)
Translation reserve: P 3 Rh 4
Exchange differences arising from AT E MDA L ME AL 2
translation of foreign operations EHER (757) 4,672
Share of change in reserve of associates ~ FE(fEs & A FIRE (& & &) 21 (10,890) 20,498
(319,040) 247,421
Other comprehensive (expense) income for ARFEEH i 2 m () Iz
the year (net of tax) (B%iE) (683,033) 1,215,164
Total comprehensive income for the year ARG E 2 N 4858 2,137,973 4,506,787
Total comprehensive income attributable to: 2 E A LEREIGD4E
Owners of the Company iN/NECIEEF =N 1,908,094 4,039,154
Non-controlling interests IR AR R 229,879 467,633
2,137,973 4,506,787
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
sr e AR R

At 31 December 2014 R=Z—PNF+=-A=+—H

2014 2013
—E—F —T—=F
HK$’000 HK$’'000
FHET FAT
Non-current assets EMBEE
Investment properties WEYE 16 10,192,857 7,700,029
Properties, plant and equipment ME - R NRE 17 17,451,622 18,201,741
Prepaid lease payments FERHEERE 18 979,178 1,018,926
Other non-current assets HMIEREEE 19 732,430 734,889
Goodwill eSS 20 2,288,149 2,288,149
Interests in associates RESE QT2 21 1,370,686 677,650
Available-for-sale investments AHHERE 22 3,258,454 4,250,508
Entrusted loans SHEXR 28(a) 1,442,509 1,405,331
Non-current deposits JEmBE] & 24 415,171 505,609
Deferred tax assets EERLIBE E 32 4,862 4,750
38,135,918 36,787,582
Current assets MENEE
Inventories FE 26 2,801,004 3,145,193
Properties held for development FEREYE 27 19,148,646 17,387,531
Trade and other receivables and B 5 REAEWER R &
prepayments FERTERIA 28(a) 8,819,189 8,799,141
Bills receivables RN ERE 28(b) 2,112,632 2,302,770
Prepaid lease payments FERHEERE 18 27,799 28,135
Taxation recoverable Al EI R IR 28,155 46,649
Bank balances and cash RITEHR IR 28(c) 4,559,399 6,363,240
37,496,824 38,072,659
Current liabilities neas
Trade and other payables B 5 K HAn R ER K 29 4,847,246 4,623,108
Bills payables FETZ=E 29 771,361 715,412
Deposits received from pre-sale of TEEME
residential units FTET & 4,610,399 3,857,305
Derivative financial instruments TEEmMIT A 30 6,779 -
Taxation payable FEAFLIE 522,693 603,661
Bank borrowings RITEE 31 9,803,898 7,172,390
20,562,376 16,971,876
Net current assets REAEFE 16,934,448 21,100,783
Total assets less current liabilities BELERRBDARE 55,070,366 57,888,365
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
fre B R

At 31 December 2014 A —Z—NE+—-A=+—H

2014 2013
—E-MmF —T—=F
HK$°000 HK$'000
FET FAET

Non-current liabilities EmshaE
Deferred tax liabilities REFIE S (& 32 846,072 521,196
Bank borrowings RITEE 31 12,251,104 16,507,210
13,097,176 17,028,406
41,973,190 40,859,959

Capital and reserves B A 2 G
Share capital RN 33 102,560 102,560
Share premium and reserves BRI EE R FEE 35,573,748 34,055,683

Equity attributable to owners

of the Company RAEIFEB AELER 35,676,308 34,158,243
Non-controlling interests FEFE AR A R 35 6,296,882 6,701,716
Total equity BRIBEE 41,973,190 40,859,959

The consolidated financial statements on pages 53 to 193 were approved
and authorised for issue by the Board of Directors on 16 March 2015 and are

signed on its behalf by:

Cheung Kwok Wing
REIEE
DIRECTOR
FE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
TE ,‘é)ié&:ﬂ@%

N
For the year ended 31 December 2014 BE2 —Z—NF+ A =+—HILFE

Attributable to owners of the Company
LONGEZIN T 5

Balance at 1 January 2013

Share
capital

e

Capital

Share  redemption
premium reserve
&%

REIRE

Share
options
reserve

Goodwill
reserve

HRGE

Special
surplus
account

i
BRER
HK$'000

Statutory
reserve

s

Property
revaluation
reserve

Investment
revaluation
reserve
K&
Efifif

Retained
eamings

Translation
reserve Sub-total

R

HK§'000

Non-
controlling Total
interests equity

%Pﬂﬁ
Fuct

85467 4474835 1,911 241,946 920,326 10,504 337,080 23338 (13431) 3084612 21528957 30645635 5503511 36,149,146
Fair value changes of EJ‘M%E?@
avallable-for-sale investments 2 A TEZH - - - - - - - - 361,020 - - 861,020 6657 367,617
Shareof changenresene  EABAATRERE
of assoclates - - - - - - - - - 20498 - 20498 - 20498
Exchange diferences arising  FAT 50005
flom tranglation of foreign - FEEZELEE
operations - - - - - - - - - 3247 - 3247 1,425 4672
Proft for the year REEER - - - - - - - - - - 2961409 2961409 330214 3291623
Exchange diferences arisng  FTEZ2RER
from translation to mEiZERﬁi
presentation currency - - - - - - - - - 833,264 - 833,264 129,337 962,601
Fair valug changes on NEBRTRANER
properties transferred! NTEEY
to investment properties - - - - - - - 5142 - - - 5142 - 514
Rechassification acjustment ?fﬁ%"mﬁﬁ%&ﬁ
relating to cisposal of fetZ EFHES
avalable-for-sale investments - - - - - - - - (145420) - - (145426) - (145420
Total comprehensive income - A EE 2T #E
for the year - - - - - - - 5142 215,594 857,009 2961409 4,039,154 467633 4,506,787
Issue of new shares from ~ RELEAL R %2
bonus issue Ell 17,093 (17,093) - - - - - - - - - - - -
Recognition of equity-setfled  BEZLIEREZ MR
share-based payments PENE - - - 31840 - - - - - - - 31840 12916 4756
Final diidend for the year ~ HE=Z-=F+2f
ended 31 December 2012 =+—RIHEEZ
FEARE - - - - - - - - - - (358960)  (358,960) - (358960
Interim diidend for the yer  EZ-F-=%+2§
ended 31 December 2018 =+—RIHEEZ
RERE - - - - - - - - - - (102560)  (102,560) - (102560
Special dividend for the year  HZE-F-=%F+-F
ended 31 December 2013 =+—RIHEEZ
alRE - - - - - - - - - - 51200 (205120 - (05120
Acquisttion of acdfional  EEMB AR MER
interests in subsialaries - - - - 108,254 - - - - - - 108,254 (216732 (108478
Capital contrbution from AEERRE
non-controling shareholders &%
of subsidiaries - - - - - - - - - - - - 1,165522 1,165,522
Dividends paid o TR FHEREZ
non-controling shareholders  JEETRRE 2 k2
of subsidiaries - - - - - - - - - - - - (231 -134) (231 Al 34)
Transfers o reserve e - - - - - - 54,480 - - - BAA) - - -
17,003 (17,093 - 31,840 108,24 - 54480 - - - (21,1200 (526,546) 730,672 204,026
Balence at £
31 December 2013 ‘\’ A=t-BEH 102,560 4,467,742 1,911 213786 1,028,580 10,594 391,560 28,480 202,163 3891621 23769246  34,158243 6,701,716 40,859,959
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

s L 44
\%}nl“@%

,n/ N 1:1

For the year ended 31 December 2014 #HZ= —%

Share
capital

2

Share
premium

Capital
redemption
reserve
&%
RERE

Share
options
reserve

BrERE
R

—ME+_A=+—HILFE

Attributable to owners of the Company

Special Property
surplus  Statutory  revaluation
account reserve reserve
il %

j E

Goodwill
reserve

FRGE

Investment
revaluation
reserve
K&
Efifif

Translation
reserve

B
HKS

Retained
eamings

ANARAARGRE

Sub-total

Non-
controlling
interests

#Pﬂﬁ

Balanceat 1 January 2014~ H-F-T0%
—A-B2fH 102560 4,457,742 1,911 213786 1,028,580 10,504 391,560 28480 202,163 3891621 23769246  34,158243 6,701,716 40,859,959
Fair value changes of AfHEREY
avallable-for-sale investments A FEEE) - - - - - - - - (85,09) - - (85,098) (11,635) (96,733)
Share of change inresene  EHEALAIRERS
of assoclates - - - - - - - - - (10,890) - (10,890) - (10,890)
Exchange difierences aising - RITES S MESE 2
flom ranslation of foreign [} =8
operations - - - - - - - - - (831) - (631) (226) (757)
Proftfor the year REEER - - - - - - - - - - 2536800 2536800 284206 2,821,006
Bxchange diferences arsng~ T2 2554
fiom traniaion to fEE ELZE
presentation currency - - - - - - - - - (325,304) - (325304 (38,689 (363,993
Reclassifcation adustment St EMEHERER
relating to disposal of {Eti B RS
avalable-for-sale investments - - - - - - - - (2688 - - (0688 B 10660
Total comprehensive REERE (X ME
(expense) income %
forthe year - - - - - - - - (291,981) (336,725) 2,536,800 1,908,094 200819 2137973
Recognition of equity-setfed  BEZLLEREZHR I
share-based payments Bl - - - 5268 - - - - - - - 5268 2130 73%8
Lapse of share options BRERERN - - - (50,230) - - - - - - 50,230 - - -
Final dhidend for the year ~~ EZ-F-=#+12f
ended 31 December 2013 _+ BIHEEZ
ﬂqqxa - - - - - - - - - - (205,120) (205,120) - (205,120)
Interim dividend for the year ~ EZE-Z-T14+-§
ended 31 December 2014 =+—HIHEEZ
S - - - - - - - - - - 1200 (205120 - (05120
Aoquistion of acdtonal  AEERBAFENER
interests in subsialeries - - - - 14,943 - - - - - - 14,943 (85,137) (70,194)
Capital contbutonfom ~ MBATZHIRHR
non-controling shareholders &%
of subslaleries - - - - - - - - - - - h 19800 19800
Dividends paid o ATHERR
non-controling shareholders 3 PH&HQ?ZH&%
of subsidiaries - - - - - - - - - - - - (71608 (671,606)
Transfers to eserve BAThE - - - - - - B8 - - ) - - _
- - - 44,962) 14943 - 23,688 - - - (383698 (390029  (B34,713) (1,024,742
Balance at 31 December 2014 1 =F—M0%
TZR=t+-B2EH 102560 4,457,742 1,911 208824 1043523 10,504 415,48 28,480 (89818 3554896 25922348 350676308 6296882 41,973,190
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GARREDE

For the year ended 31 December 2014 BlEZ —Z—MF+_-_A=+—HILtFE

Notes:

@

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

Statutory reserve comprises statutory fund, which is non-distributable, represents
capitalisation of retained profits of certain subsidiaries established in the People’s
Republic of China (“PRC”) for capital re-investment in these subsidiaries and funds
shall be used to (i) make up prior year losses or (i) expand production operations.

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

Goodwill reserve represents the effects of changes in ownership in certain
subsidiaries when there is no change in control.

Rt

FrRIBEARR B EARRIBITHROEERALRT
R NN=FREEESAKEZMERRDH
TIRAEEZZE -

EERBRETDIRZIEEES  HEETR
PEARAMBE([HEDKZIOMBARZRE
HMERMMEAERRZERBRRZBREER
HEEBIEORBH AR FEBRNKEREES
I8 o

AEEMEEGFHERANEARETTERZ
MERDE  BEERESREREMERES
2 Bl -

ARG EEETHBA TR E 2D
R AAERDIE -
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CONSOLIDATED STATEMENT OF CASH FLOWS
FeallEenEx
For the year ended 31 December 2014 HZ - ZE— &+ A =+—HILFE

2014
—E—IF =
HK$’000 HK$'000
FET FHET
OPERATING ACTIVITIES REXEK
Profit before taxation BR R A A 3,513,621 3,899,973
Adjustments for: FE
Share of results of associates FEAEES S A RIZLE (176,956) (234,349
Depreciation of properties, plant and equipment — ¥)% - E MRETE 2,321,389 2,275,230
Dividends from available-for-sale investments AHEERE RS (73,982) (112,151)
Impairment loss recognised in respect of trade ~ #t% 5 FEWBR i HER
receivables REE 1B 14,774 194,030
Impairment loss recognised in respect of I EER ZREEE
inventories 6,404 3,793
Impairment loss recognised in respect of BIE - BB K REER
properties, plant and equipment B E 303,074 -
Interest expenses and other finance charges F 2z R B AR E & A 444,995 479,661
Interest income MEWA (424,760) (240,957)
Gain on disposal of available-for-sale investments & 7]t H &R E 2 Iz (206,884) (144,901)
Gain on disposal of prepaid lease payments HEBMNEERE K - (4,563)
Gain on fair value changes of investment KREMEANTFEES 2 =
properties (1,381,549) (1,406,679)
Release of prepaid lease payments FERHEERIEREE 30,129 30,910
Loss on disposal and write off of properties, HERMEDE BB
plant and equipment BBz EHE 27,935 1,798
Share-based payments LARE 1 FE =Rk 7,398 44,756
Unrealised loss on fair value changes of SNEREIE N AFEES
foreign exchange forward contracts REHEE 6,779 -
Operating cash flows before movements in Rt BESEHFIZ
working capital KERERE 4,412,367 4,786,551
Increase in properties held for development FRREYEELN (2,763,786) (6,467,637)
Decrease in inventories FERD 327,259 353,728
Increase in trade and other receivables and B 5 K H M pE AR R
prepayments TR SRR N (566,675) (817,854)
Decrease (increase) in bills receivables eI R (1) 182,432 (41,628)
Increase (decrease) in trade and other payables &5 Kk E BN IRZIE MO D) 99,607 (5686,390)
Increase (decrease) in bills payables FERTZEEIEINCRD) 58,343 (197,978)
Increase in deposits received from pre-sale of TEEmEmMZ
residential units HE=:23i 766,003 3,466,252
Cash generated from operations BEEBEERS 2,515,550 495,044
Hong Kong Profits Tax paid EHEENEH (4,467) (3,589)
PRC Land Appreciation Tax (“LAT”) paid B2 B B E R ([ T E R ) (96,161) (43,908)
Other income taxes paid Hib B HATEH (368,180) (270,832)
NET CASH FROM OPERATING ACTIVITIES 1% %7 f/85 &5 2,046,742 176,715
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CONSOLIDATED STATEMENT OF CASH FLOWS

=AN DAz B2
%umiﬁimgi

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

2014
—E-ImF

HK$’000
TR

2013
—T=fF
HK$000
T

INVESTING ACTIVITIES REXK
Purchase of available-for-sale investments BEAHLERE (3,811,706) (3,978,821)
Purchase of properties, plant and equipment BEWX  BELEE (1,699,709) (1,308,771)
Capital injection in an associate BE —HBE Q) (758,441) -
Deposits paid for acquisition of properties, BEYXE  BELREMTR £

plant and equipment (144,420) (273,783)
Net increase in entrusted loans ZREFE I (42,613) (1,205,434)
Purchase of investment properties HEEREME (4,307) (271,376)
(Increase) decrease in pledged bank deposits BERRITIFR OGN R (1,184) 42,000
Proceeds from disposal of available-for-sale &AM SR B RS RIA

investments 4,703,251 3,261,549
Interest received 2 U B 406,972 204,503
Dividend received from an associate 2 —REE A FRE 219,897 215,189
Proceeds from disposal of properties, HEME - BEMREFTFRIE

plant and equipment 106,940 123,904
Dividends received from available-for-sale BRI SR ERE

investments 73,982 112,151
Proceeds from disposal of prepaid HEFENHEEFRIESHIE

lease payments 7,834 72,534
Prepaid lease payments made BfEMNHEERE = (62,680)
NET CASH USED IN INVESTING ACTIVITIES REXKFTABEESEEHE (943,504) (3,069,039)
FINANCING ACTIVITIES MEED
New bank borrowings raised HILIRITEE 9,968,862 10,218,080
Repayment of bank borrowings BERITEE (11,593,460) (4,332,701)
Dividends paid to non-controlling shareholders Sz s F Bt 8 A 7 2 FE12 B% A% 58

of subsidiaries Z IR (571,606) (231,134)
Interest and other finance charges paid ERFEREMEHEER (450,715) (479,661)
Dividend paid on ordinary shares BRI BARAR S (410,240) (666,640)
Consideration paid for acquisition of additional U R B A RIEEIMEZS FTRHB

interests in subsidiaries (61,635) (108,478)
Capital contribution from non-controlling BB A B) 2 FEIERR A R e 5

shareholders of subsidiaries 257,025 928,397
NET CASH (USED IN) FROM FINANCING @& 58I (FifR) Fri8m e B4

ACTIVITIES (2,861,769) 5,327,863
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CONSOLIDATED STATEMENT OF CASH FLOWS
MERESRER
For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

2014
—2-mF =
HK$’000 HK$’000
TR THAT

NET (DECREASE) INCREASE INCASHAND HR&RBEESZEER (L)
CASH EQUIVALENTS EFRE (1,758,531) 2,435,543

CASH AND CASH EQUIVALENTS AT THE FEYzRERRESEEER

BEGINNING OF THE YEAR 6,237,238 3,752,100
EFFECT OF FOREIGN EXCHANGE RATE ERSER
CHANGES (46,072) 49,595

CASH AND CASH EQUIVALENTS AT THE FRZEERBALEEER

END OF THE YEAR 4,432,635 6,237,238
ANALYSIS OF THE BALANCES OF ReRREEHEER

CASH AND CASH EQUIVALENTS RO
Bank balances and cash RITHEBR LIRS 4,559,399 6,363,240
Less: Pledged bank deposits B BERIRITIER (126,764) (126,002)
Balances of cash and cash equivalents ReERBESESEEB £ 4,432,635 6,237,238
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 A

RE BRI

For the year ended 31 December 2014 HZ - ZE— &+ A =+—HILFE

1.

GENERAL

The Company is a public limited company incorporated in the
Cayman Islands and its shares are listed on the Main Board of the
Stock Exchange. The addresses of the registered office and principal
place of business of the Company are disclosed in the “Corporate
Information” section of the annual report.

The Company is an investment holding company and the principal
activities of its subsidiaries are set out in note 42.

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

The functional currency of the Group is Renminbi (“RMB”) while
the consolidated financial statements are presented in Hong Kong
dollars (“HK$”), which the directors of the Company (the “Directors”)
considered it is more beneficial for the users of the consolidated
financial statements.

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

The Group has applied the following new and revised HKFRSs issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
for the first time in the current year:

Amendments to HKFRS 10,
HKFRS 12 and Hong Kong
Accounting Standard (“HKAS”) 27

Investment entities

Amendments to HKAS 32 Offsetting financial assets and financial
liabilities

Amendments to HKFRS 36 Recoverable amount disclosures for
non-financial assets

Amendments to HKAS 39 Novation of derivatives and
continuation of hedge accounting

HK(IFRIC*) - INT 21 Levies

* IFRIC represents the International Financial Reporting Interpretations

Committee.

The application of the new and revised HKFRSs in the current year
has had no material impact on the Group’s financial performance and
positions for the current and prior years and/or on the disclosures set
out in these consolidated financial statements.

2.

—REH

AARERSFBEMKLALTER
NE] BB DERR Tz ERET o K
NEGEMPEE 2 it R E B2 KB
RAERI RAER ] —EP R -

AR AREERAT  HBARZ
FEEKHNMIT42 -

HfB AR 2R EERER - ERAR
BEAR (TENRIARBEIR 1) ~ (L TEdh ~ R
BERF(RREERRE]) WEER
SUENMHERBMMERRIE (Y
D~

AEBNNEEER/ARB(TAR
%)) MARREE(TEEDRRAE
(BT 2IEAMBHRREERE
EREN  BEAMBHRRAETE

AEERAFEEREBATHELES
A AE (BB EFEIAE ) RMEH

BENBRRERI0% - REER
BANBERERE 125
REAGHEA(ER
E3HER ) BT RN

BAGTHEAER BHEABEER
WERT yBak

BEMBRREANRT  FUBEEZINE
WERT ERNE

BEGERE305 ITATAZEER
o) etttz itE

FH(ERNBRRENRE BB
ZEE)-RERAR
- BUMREA 75 R S B2 1R 2 B R 1R EIIREA
BEREAREEEE -

REZ MG RBETRBU I RR
ERIH AR EARFE FOBEFERM
RERABARRAR, SR
BRERAENRELBEATE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 & =%

—E+ZA=+—HLFE

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

New and revised HKFRSs issued but not yet effective

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

HKFRS 9
HKFRS 15
Amendments to HKFRS 11

Amendments to HKAS 1
Amendments to HKAS 16
and HKAS 38
Amendments to HKAS 16
and HKAS 41
Amendments to HKAS 19
Amendments to HKAS 27

Amendments to HKFRS 10

and HKAS 28

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Financial instruments’

Revenue from contracts with customers?

Accounting for acquisitions of interests in
joint operations*

Disclosure initiative?

Clarification of acceptable methods of
depreciation and amortisation*

Agriculture: Bearer plants*

Defined benefit plans: Employee
contributions?

Equity method in separate financial
statements?

Sale or contribution of assets between an
investor and its associate or joint venture*

Annual improvements to HKFRSs
2010-2012 cycles

Annual improvements to HKFRSs
2011-2013 cycle?

Annual improvements to HKFRSs
2012-2014 cycle*

Investment entities: Applying the
consolidation exception?

! Effective for annual periods beginning on or after 1 January 2018, with
earlier application permitted.

2 Effective for annual periods beginning on or after 1 January 2017, with
earlier application permitted.

8 Effective for annual periods beginning on or after 1 July 2014, with earlier
application permitted.

4 Effective for annual periods beginning on or after 1 January 2016, with
earlier application permitted.

5 Effective for annual periods beginning on or after 1 July 2014, with limited

exceptions. Earlier application is permitted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

2.

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

HKFRS 9 Financial instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities and for derecognition, and
further amended in 2013 to include the new requirements for hedge
accounting. Another revised revision of HKFRS 9 was issued in 2014
mainly to include a) impairment requirements for financial assets
and b) limited amendments to the classification and measurement
requirements by introducing a “fair value through other comprehensive
income” measurement category for certain simple debt instruments.

Key requirements of HKFRS 9 are described as follows:

. All recognised financial assets that are within the scope
of HKAS 39 “Financial instruments: Recognition and
measurement” are subsequently measured at amortised cost
or fair value. Specifically, debt investments that are held within
a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are
solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the
end of the subsequent accounting periods. All other debt
investments and equity investments are measured at their fair
values at the end of subsequent reporting periods. In addition,
under HKFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an equity
investment (that is not held for trading) in other comprehensive
income, with only dividend income generally recognised in
profit or loss.

The Directors anticipate that the application of HKFRS 9 in the future
may have significant impact on amounts reported for the Group’s
financial assets in respect of available-for-sale investments. However,
it is not practicable to provide a reasonable estimate of that effect until
a detailed review has been completed.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

2.

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

HKFRS 15 Revenue from contracts with customers

In July 2014, HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for revenue
arising from contracts with customers. HKFRS 15 will supersede the
current revenue recognition guidance including HKAS 18 “Revenue”,
HKAS 11 “Construction contracts” and the related interpretations
when it becomes effective.

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a 5-step approach to revenue
recognition:

Step 1:  Identify the contract(s) with a customer

Step 2:  Identify the performance obligations in the contract

Step 3:  Determine the transaction price

Step 4:  Allocate the transaction price to the performance
obligations in the contract

Step 5: Recognise revenue when (or as) the entity satisfies a

performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the goods or
services underlying the particular performance obligation is transferred
to the customer. Far more prescriptive guidance has been added in
HKFRS 15 to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15.

The Directors anticipate that the application of HKFRS 15 in the future
may have a material impact on the amounts reported and disclosures
made in the Group’s consolidated financial statements. However, it
is not practicable to provide a reasonable estimate of the effect of
HKFRS 15 until the Group performs a detailed review.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

2.

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

Annual improvements to HKFRSs 2010-2012 cycle

The annual improvements to HKFRSs 2010-2012 cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 2 (i) change the definitions of ‘vesting
condition’ and ‘market condition’; and (ii) add definitions for
‘performance condition” and ‘service condition” which were previously
included within the definition of ‘vesting condition’. The amendments
to HKFRS 2 are effective for share-based payment transactions for
which the grant date is on or after 1 July 2014.

The amendments to HKFRS 8 (i) require an entity to disclose the
judgements made by management in applying the aggregation criteria
to operating segments, including a description of the operating
segments aggregated and the economic indicators assessed in
determining whether the operating segments have ‘similar economic
characteristics’; and (i) clarify that a reconciliation of the total of the
reportable segments’ assets to the entity’s assets should only be
provided if the segment assets are regularly provided to the chief
operating decision-maker (“CODM”).

The amendments to the basis for conclusions of HKFRS 13 clarify
that the issue of HKFRS 13 and consequential amendments to HKAS
39 and HKFRS 9 did not remove the ability to measure short term
receivables and payables with no stated interest rate at their invoice
amounts without discounting, if the effect of discounting is immaterial.
As the amendments do not contain any effective date, they are
considered to be immediately effective.

The amendments to HKAS 16 and HKAS 38 remove perceived
inconsistencies in the accounting for accumulated depreciation/
amortisation when an item of property, plant and equipment or an
intangible asset is revalued. The amended standards clarify that the
gross carrying amount is adjusted in a manner consistent with the
revaluation of the carrying amount of the asset and that accumulated
depreciation/amortisation is the difference between the gross
carrying amount and the carrying amount after taking into account
accumulated impairment losses.
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2.

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

Annual improvements to HKFRSs 2010-2012 cycle
(continued)

The amendments to HKAS 24 clarify that a management entity
providing key management personnel services to a reporting entity
is a related party of the reporting entity. Consequently, the reporting
entity should disclose as related party transactions the amounts
incurred for the service paid or payable to the management entity
for the provision of key management personnel services. However,
disclosure of the components of such compensation is not required.

The Directors of the Company do not anticipate that the application
of these amendments will have a material effect on the Group’s
consolidated financial statements.

Annual improvements to HKFRSs 2011-2013 cycle

The annual improvements to HKFRSs 2011-2013 cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 3 clarify that the standard does not apply
to the accounting for the formation of all types of joint arrangement
in the financial statements of the joint arrangement itself. The
amendments to HKFRS 13 clarify that the scope of the portfolio
exception for measuring the fair value of a group of financial assets
and financial liabilities on a net basis includes all contracts that are
within the scope of, and accounted for in accordance with, HKAS 39
or HKFRS 9, even if those contracts do not meet the definitions of
financial assets or financial liabilities within HKAS 32.

The amendments to HKAS 40 clarify that HKAS 40 and HKFRS 3
are not mutually exclusive and application of both standards may be
required. Consequently, an entity acquiring investment property must
determine whether:

(@) the property meets the definition of investment property in
terms of HKAS 40; and

(b) the transaction meets the definition of a business combination
under HKFRS 3.

The Directors do not anticipate that the application of these
amendments will have a material effect on the Group’s consolidated
financial statements.

Except as describe above, the Directors anticipate that the application
of the other new and revised HKFRSs will have no material impact on
the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and by the Hong
Kong Companies Ordinance (Cap. 32).

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

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-
based payment transactions that are within the scope of HKFRS
2, leasing transactions that are within the scope of HKAS 17, and
measurements that have some similarities to fair value but are not fair
value, such as net realisable value in HKAS 2 or value in use in HKAS
306.

In addition, for financial reporting purposes, fair value measurements
are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety,
which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at
the measurement date;

. Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,

either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

The principal accounting policies are set out below:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
and its subsidiaries. Control is achieved when the Company:

° has power over the investeg;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more of
the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the
subsidiary. Specifically, income and expenses of subsidiaries acquired
or disposed of during the year are included in the consolidated
statement of profit or loss and other comprehensive income from the
date the Group gains control until the date when the Group ceases to
control the subsidiary.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling
interests even if this results in the non-controlling interests having a
deficit balance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation (continued)

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.

All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.

Changes in the Group’s ownership interests in existing
subsidiaries

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

When the Group loses control of a subsidiary, a gain or loss is
recognised in profit or loss and is calculated as the difference between
(i) the aggregate of the fair value of the consideration received and the
fair value of any retained interest and (ji) the previous carrying amount
of the assets (including goodwill), and liabilities of the subsidiary and
any non-controlling interests. All amounts previously recognised
in other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/permitted by
applicable HKFRSs). The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting under HKAS
39, when applicable, the cost on initial recognition of an investment in
an associate or a joint venture.

Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are generally recognised in
profit or loss as incurred.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Business combinations (continued)
At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value except that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised and
measured in accordance with HKAS 12 “Income taxes” and
HKAS 19 “Employee benefits” respectively;

o liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based arrangements
of the Group entered into to replace share-based payment
arrangements of the acquiree are measured in accordance
with HKFRS 2 “Share-based payment” at the acquisition date
(see the accounting policy below); and

o assets (or disposal groups) that are classified as held for sale
in accordance with HKFRS 5 “Non-current assets held for sale
and discontinued operations” are measured in accordance
with that standard.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the liabilities assumed.
If, after re-assessment, the net of the acquisition-date amounts of the
identifiable assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the entity’s net assets
in the event of liquidation may be initially measured either at fair
value or at the non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-transaction
basis. Other types of non-controlling interests are measured at their
fair value or, when applicable, on the basis specified in another
HKFRS.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Business combinations (continued)

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to its
acquisition-date fair value and the resulting gain or loss, if any, is
recognised in profit or loss. Amounts arising from interests in the
acquiree prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified to profit or
loss where such treatment would be appropriate if that interest were
disposed of.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as
established at the date of acquisition of the business (see accounting
policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each
of the Group’s cash generating unit (“CGU”) (or groups of CGU) that is
expected to benefit from the synergies of the combination.

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

On disposal of the relevant CGU, the attributable amount of goodwiill
is included in the determination of the amount of profit or loss on
disposal.

The Group policy for goodwill arising on the acquisition of an associate
is described below.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in associates and joint ventures

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control over those policies.

A joint venture is a joint arrangement whereby the parties that have
joint control of the arrangement have rights to the net assets of the
joint arrangement. Joint control is the contractually agreed sharing
of control of an arrangement, which exists only when decisions
about the relevant activities require unanimous consent of the parties
sharing control.

The results and assets and liabilities of associates and joint ventures
are incorporated in these consolidated financial statements using
the equity method of accounting, except when the investment, or
a portion thereof, is classified as held for sales, in which case it
is accounted for in accordance with HKFRS 5. Under the equity
method, an investment in an associate or a joint venture is initially
recognised in the consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s share of the profit
or loss and other comprehensive income of the associate or joint
venture. When the Group’s share of losses of an associate or joint
venture exceeds the Group’s interest in that associate or joint venture
(which includes any long-term interests that, in substance, form part
of the Group’s net investment in the associate or joint venture), the
Group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the
associate or joint venture.

An investment in an associate or a joint venture is accounted for using
the equity method from the date on which the investee becomes an
associate or a joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost of the investment
over the Group’s share of the net fair value of the identifiable assets
and liabilities of the investee is recognised as goodwill, which is
included within the carrying amount of the investment. Any excess
of the Group’s share of the net fair value of the identifiable assets
and liabilities over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the period in which the
investment is acquired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

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

The Group discontinues the use of the equity method from the date
when the investment ceases to be an associate or a joint venture, or
when the investment is classified as held for sale. When the Group
retains an interest in the former associate or joint venture and the
retained interest is a financial asset, the Group measures the retained
interest at fair value at that date and the fair value is regarded as
its fair value on initial recognition in accordance with HKAS 39. The
difference between the carrying amount of the associate or joint
venture at the date the equity method was discontinued, and the
fair value of any retained interest and any proceeds from disposing
of a part interest in the associate or joint venture is included in the
determination of the gain or loss on disposal of the associate or joint
venture. In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to that associate
or joint venture on the same basis as would be required if that
associate or joint venture had directly disposed of the related assets
or liabilities. Therefore, if a gain or loss previously recognised in other
comprehensive income by that associate or joint venture would be
reclassified to profit or loss on the disposal of the related assets or
liabilities, the Group reclassifies the gain or loss from equity to profit
or loss (as a reclassification adjustment) when the equity method is
discontinued.

When a group entity transacts with an associate or a joint venture of
the Group (such as a sale or contribution of assets), profits and losses
resulting from the transactions with the associate or joint venture are
recognised in the Group’s consolidated financial statements only to
the extent of interests in the associate or joint venture that are not
related to the Group.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable. Revenue is reduced for estimated customer returns,
rebates and other similar allowances.

Revenue from the sale of goods is recognised when the goods
are delivered and title has passed, at which time all the following
conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

o the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold;

o the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated with the
transaction will flow to the Group; and

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Specifically, revenue from sale of properties in the ordinary course
of business is recognised when the respective properties have been
completed and delivered to the buyers. Deposits and instalments
received from purchasers prior to meeting the above criteria for
revenue recognition are included in the consolidated statement of
financial position under current liabilities as ‘deposits received from
pre-sale of residential units.

Service income for drilling services is recognised when services are
provided.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition (continued)

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying amount on initial
recognition.

Rental income and licence fee income are recognised on a straight-
line basis over the term of the relevant lease and licence agreement.
The Group’s accounting policy for recognition of revenue for operating
leases is described in the accounting policy for leasing below.

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

The Group’s accounting policy for recognition of revenue from
operating leases is described in the accounting policy for leasing
below.

Investment properties
Investment properties are properties held to earn rentals and/or for
capital appreciation.

Investment properties are initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured at their fair values. Gains or
losses arising from changes in the fair value of investment property
are included in profit or loss in the period in which they arise.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no future
economic benefits are expected from its disposals. Any gain or loss
arising on derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset) is included in the profit or loss in the period in which the item is
derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

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

Costs relating to the development of properties, comprising prepaid
lease payments for lands and development costs, are included
in properties held for development until such time when they are
completed.

The Group transfers properties held for development for sale to
investment properties when there is a change of intention to hold the
properties to earn rentals or/and for capital appreciation rather than
for sale in the ordinary course of business, which is evidenced by the
commencement of an operating lease to another party. Any difference
between the fair value at the date of transfer and its previous carrying
amount of the properties is recognised in profit or loss.

The Group transfers properties held for development for sale to
properties, plant and equipment when there is a change of intention
to hold the properties for the Group’s own use rather than for sale in
the ordinary course of business. Its previous carrying amount of the
properties becomes the deemed cost upon transfers to properties,
plant and equipment.

Properties, plant and equipment

Properties, plant and equipment including buildings held for use in
the production or supply of goods or services, or for administrative
purposes (other than properties, plant and equipment under
construction as described below) are stated in the consolidated
statement of financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
properties, plant and equipment (other than properties, plant and
equipment under construction) less their residual value over their
estimated useful lives using the straight-line method. The estimated
useful lives, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Properties, plant and equipment (continued)

Properties, plant and equipment in the course of construction for
production, supply or administrative purposes, are carried at cost
less any recognised impairment loss. Costs include professional fees
and, for qualifying assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Such properties are classified to
the appropriate category of properties, plant and equipment when
completed and ready for intended use. Depreciation of these assets,
on the same basis as other property assets, commences when the
assets are ready for their intended use.

If an item of properties, plant and equipment becomes an investment
property because its use has changed as evidenced by end of owner-
occupation, any difference between the carrying amount and the
fair value of that item at the date of transfer is recognised in other
comprehensive income and accumulated in property revaluation
reserve. On the subsequent sale or retirement of the asset, the
relevant revaluation reserve will be transferred directly to retained
profits.

An item of properties, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of properties, plant and equipment
is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or loss.

Licenced properties, plant and equipment

Licenced properties, plant and equipment (included in properties,
plant and equipment) held to earn licence fee income are stated in the
consolidated statement of financial position at cost less subsequent
accumulated depreciation and any accumulated impairment losses, if
any.

Depreciation is recognised as to write off the cost of items of licenced
properties, plant and equipment less their residual values over their
estimated useful lives using the straight-line method. The estimated
useful lives, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are calculated using the weighted average
method. Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs necessary
to make the sales.

Licenced inventories

Licenced inventories shown as other non-current assets or other
current assets in the consolidated statement of financial position are
stated at the lower of cost and net realisable value. Net realisable
value represents the estimated selling price for inventories less the
estimated costs of completion and costs necessary to make the sale.

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are
carried at costs less accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets with finite useful
lives is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

All intangible asset is derecognised on disposal, or when no future
economic benefits are expected from use or disposal. Gains or losses
arising from derecognition of an intangible asset are measured at
the difference between the net disposal proceeds and the carrying
amount of the asset and are recognised in the profit or loss in the
period when the asset is derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment losses on tangible and intangible assets
(other than goodwill (see the accounting policies in

respect of goodwill))

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets with finite useful lives
to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine
the extent of the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the CGU to which the asset
belongs. When a reasonable and consistent basis of allocation can
be identified, corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal
and value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is estimated to be
less than its carrying amount, the carrying amount of the asset (or
a CGU) is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or a CGU) is increased to the revised estimate
of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (or
CGU) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessor
Rental income from operating leases and licence fee income are
recognised on a straight-line basis over the term of the relevant lease
and licence agreement.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which
economic benefits from the leased assets are consumed.

Leasehold land and building

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

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an operating
lease is presented as “prepaid lease payments” in the consolidated
statement of financial position and is amortised over the lease term on
a straight-line basis except for those that are classified and accounted
for as investment properties under the fair value model. When the
lease payments cannot be allocated reliably between the land and
building elements, the entire lease is generally classified as a finance
lease and accounted for as properties, plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recognised in the respective functional
currency (i.e. the currency of the primary economic environment
in which the entity operates) at the rates of exchange prevailing on
the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried at fair
value that are denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences on monetary items are recognised in profit or
loss in the period in which they arise except for:

o exchange differences on foreign currency borrowings relating
to assets under construction for future productive use,
which are included in the cost of those assets when they are
regarded as an adjustment to interest costs on those foreign
currency borrowings;

o exchange differences on transactions entered into in order
to hedge certain foreign currency risks (see the accounting
policies below); and

o exchange differences on monetary items receivable from or
payable to a foreign operation for which settlement is neither
planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised
initially in other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary items.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Group (i.e. HK$)
using exchange rates prevailing at the end of the reporting period.
Income and expenses are translated at the average exchange rates
for the year. Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity under the
heading of translation reserve (attributed to non-controlling interests as
appropriate).
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies (continued)

On the disposal of a foreign operation (i.e. a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss
of control over a subsidiary that includes a foreign operation, a
disposal involving loss of joint control over a joint arrangements that
includes a foreign operation, or a disposal involving loss of significant
influence over an associate that includes a foreign operation), all of
the exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Company are reclassified
to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that includes
a foreign operation that does not result in the Group losing control
over the subsidiary, the proportionate share of accumulated exchange
differences are re-attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals (i.e. partial
disposals of associates or joint arrangements that do not result in the
Group losing significant influence or joint control), the proportionate
share of the accumulated exchange differences is reclassified to profit
or loss.

Goodwill and fair value adjustments to identifiable assets acquired
arising on an acquisition of a foreign operation are treated as assets
and liabilities of the foreign operation and translated at the rate of
exchange prevailing at the end of the reporting period. Exchange
differences arising are recognised in other comprehensive income.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sales, are added to the cost of those assets until such time as the
assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period
in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Retirement benefit costs

Payments to defined contribution retirement benefit plans, state-
managed retirement benefit schemes and the Mandatory Provident
Fund Schemes are recognised as an expense when employees have
rendered service entitling them to the contributions.

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

Current tax

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from ‘profit before tax’ as reported in
consolidated statement of profit or loss because of items of income or
expense that are taxable or deductible in other years and items that
are never taxable or deductible. The Group’s current tax is calculated
using tax rates that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary difference to the
extent that it is probable that taxable profits will be available against
which those deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the temporary
difference arises from the initial recognition (other than in a business
combination) of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In addition, the
deferred tax liabilities are not recognised of the temporary difference
arisen from the initial recognition of goodwiill.

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries and associates, and
interests in joint arrangements, except where the Group is able to
control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary differences
associated with such investments and interests are only recognised to
the extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and
they are expected to reserve in the foreseeable future.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (continued)

Deferred tax (continued)

The carrying amount of deferred tax assets is reviewed at the end
of the reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities or deferred tax
assets for investment properties that are measured using the fair
value model, the carrying amounts of such properties are presumed
to be recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment property
is depreciable and is held within a business model whose objective is
to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale.

Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except
when they relate to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in
equity respectively. Where current tax or deferred tax arises from the
initial accounting for a business combination, the tax effect is included
in the accounting for the business combination.

86 KINGBOARD CHEMICAL HOLDINGS LIMITED 3#58({t T4

3.

FESTTEER @

BIR ()

IESER H ()

BRI E E 2 BREEN S REHE L
RE BERA - LERAIEE A RAE
AR A Y B 2 BP Bk B 0 B AR AN AR

RERERFRERE BEBHAERD
Bz R (RFLE) BRERIBEE R
BERABEENEES R AMIENE
Rz E -

BERAABMNEEZERRASLE
EHRREMREAERE ARG HRNHR
BRR  AREEESFEABZRE
o

At BEUARTFERRGFEREVMEZER
EMEEERREERBEEMS @ &
EREMEZRAENREER2HK
@ - BRIERERRE A S FERR - B
BEWMERE  WREBRABEZED
¥ HENRBEERERERREMEME
SRR D BN 5 (T 3 I B

&) ZEERKD -
FRE A RIREER IR
BIHA SR AE R TR MR AR AR I R

b2 RS RRSEERERRR
HABME  ERERT - EMRET
BURME 5 B R 2 H R SRR
BB - BRI AGIAEHE
2R A BV RURSURAE BUE - BURK
BE KIS A OB IRIE ¢



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments
Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets and
financial liabilities at fair value though profit and loss are recognised
immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into loans and receivables
and available-for-sale financial assets. The classification depends on
the nature and purpose of the financial assets and is determined at
the time of initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis for debt
instruments. The net gain or loss for available-for-sale investments
excludes any dividend income or interest income earned.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Loans and receivables (including other non-current assets, trade and
other receivables, entrusted loans, amount due from non-controlling
shareholders of subsidiaries, bills receivables and bank balances
and cash) are carried at amortised cost using the effective interest
method, less any impairment losses (see accounting policy on
impairment loss on financial assets below).

Interest income is recognised by applying the effective interest rate,
except for short term receivables where the recognition of interest
would be immaterial.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either
designated or not classified as loans and receivables.

Equity and debt securities held by the Group that are classified as
available-for-sale and are traded in an active market are measured at
fair value at the end of each reporting period. Changes in the carrying
amount of available-for-sale monetary financial assets relating to
interest income calculated using the effective interest method and
dividends on available-for-sale equity investments are recognised in
profit or loss. Other changes in the carrying amount of available-for-
sale financial assets are recognised in other comprehensive income
and accumulated under the heading of investment revaluation reserve.
When the investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the investments
revaluation reserve is reclassified to profit or loss (see the accounting
policy in respect of impairment loss on financial assets below).

Dividends on available-for-sale investments equity instruments are
recognised in profit or loss when the Group’s right to receive the
dividends is established.

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity investments are measured
at cost less any identified impairment losses at the end of each
reporting period (see the accounting policy in respect of impairment
loss on financial assets below).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end
of the reporting period. Financial assets are considered to be impaired
where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have been
affected.

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

For all other financial assets, objective evidence of impairment could
include significant financial difficulty of the issuer or counterparty; or
breach of contract, such as default or delinquency in interest and
principal payments; or it becoming probable that the borrower will
enter bankruptcy or financial re-organisation; or the disappearance
of an active market for that financial asset because of financial
difficulties.

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

For financial assets carried at amortised cost, the amount of
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss
is measured as the difference between the asset’s carrying amount
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

3.

FESTTEER @

E@MITE %)

MBEEE)

B EERE

VR EENREHRHEERE AEF G
EEEREDTR - %mﬁgﬁﬁﬁvm

AP BEENSERRELEZ —BHZ
REN  BBEEMHTRKRESRER
e AFBEERRARE -

RAHEENRARENT @ ZRKE
MR FEREREHBREEREKAE
WERRENEEZR

ATEEMMEEEMS - BENETE
BRAEBEBETAIRZHTFHERE
RN - 24 I TREETTHIE
RMBRAEHIE - HEEAFHE
MRINENIBEAE AV RN - 8
M EENERTIZHEX o

?fﬁ%qi BRI B EE (N E 5 R
RIME - BMEEELTE TS EBIE
HMEME ERE—GRHERE © YK
RS HBERENTEREREREAE
@zﬂ&l&mﬁ“%ﬁ HanBaiBEsTY
SEHZENREE L7 BRIRL
AR R B R R B G BUR AR TR BE
{EIE -

SRR AGHENTBEEM S R
BEEESERASEENREERG
ARRERENREATBEENR
REBRA R EERE -

SR AENTBEET S - BERS
B SENEENREERGRKR
ERENRE(ABUNEEENE
miﬁ@#&f?ﬁiﬁ)ﬁﬁ’]#%ﬁﬁ% ° %F
HEBB TSR ERSEED -

ANNUAL REPORT 2014 —Z—NFFH 89



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4=

Ny =]

For the year ended 31 December 2014 & =%

3.

B RS ERA P RE

—E+ZA=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

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

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit or loss in the period in
which the impairment takes place.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
losses was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not
been recognised.

Impairment losses on available-for-sale equity investments will not be
reversed through profit or loss. Any increase in fair value subsequent
to impairment loss is recognised directly in other comprehensive
income and accumulated in investment revaluation reserve.

For available-for-sale debt investments, impairment losses are
subsequently reversed through profit or loss if an increase in the
fair value of the investment can be objectively related to an event
occurring after the recognition of the impairment loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as
either financial liabilities or equity in accordance with the substance
of the contractual arrangements entered into and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. Equity
instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

Effective interest method

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

Interest expense is recognised on an effective interest basis.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)

Other financial liabilities

Other financial liabilities including trade and other payables, amounts
due from non-controlling shareholders of subsidiaries, bills payables
and bank borrowings are subsequently measured at amortised cost,
using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of the reporting period. The
resulting gain or loss is recognised in profit or loss immediately.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers the
financial asset and substantially all the risks and rewards of ownership
of the asset to another entity.

On derecognition of a financial asset in its entirely, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expired. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to the Directors and employees of the Group
The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on
a straight-line basis over the vesting period, based on the Group’s
estimate of equity instruments that will eventually vest, with a
corresponding increase in share options reserve.

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

When the share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When the share options are forfeited after the vesting date
or are still not exercised at the expiry date, the amount previously
recognised in share option reserve will be transferred to retained
earnings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the Directors are required to make judgements,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumption are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period
in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if revision affects
both current and future periods.

Critical judgements in applying the entity’s accounting
policies

The following are the critical judgements, apart from those involving
estimations (see below), that the Directors have made in the process
of applying the entity’s accounting policies and that have the most
significant effect on the amounts recognised in consolidated financial
statements.

Deferred taxation on investment properties (notes 16 and 32)
For the purposes of measuring deferred tax liabilities or deferred
tax assets arising from investment properties that are measured
using the fair value model, the Directors have reviewed the Group’s
investment properties portfolios and concluded that the Group’s
certain investment properties located in PRC of carrying amount
of approximately HK$6,912,709,000 at 31 December 2014 (2013:
HK$4,390,819,000) are held under a business model whose objective
is to consume substantially all of the economic benefits embodied
in the investment properties over time, rather than through sale.
Therefore, the Directors have determined that the presumption that
the carrying amounts of such investment properties are recovered
entirely through sale is rebutted. As a result, the Group has not
recognised deferred taxes on LAT in respect of changes in fair value
of such investment properties but has recognised deferred tax on
Enterprise Income Tax on the assumption that these investment
properties will be recovered through use.

EAE U B R
AR %> E Z R

ERAAEEZ G5 BR (R E3#
at)Bied - BRA RN A HM
KEDRSEENEGEREE  (FHH
B - fhEF RBRER o ZE AR RARERR
BIRBE AR MAMKRASERNER
BT - BERERAEARNNZEMET -

Et REERREHEEN - Mt
STEVERER BB M - R
RIRERR o AME R B IR IS RORRAAR
AIFEE AR S R R AR AR

FEFI BB E R BUR 2 E XA

BERMAEH (AT MTRESE
AERSHBERBETEL  AHERS
MBRRAER L KBERREATE
HVE R HHE -

REM¥E ZIELRE (16K MizE32)
M EFBRAFEEXNEMENE
ERETEHEEENECHEEEM
T ERERINASENREMEERS
VEHER-_ZE—NF+_A=+—HF
EERREAEL)56,912,709,0005 7T.(—
T— = 4F : 4,390,819,000/8 7T ) i A AR
EHETREMEDZEBEAFFZ
LY HENREREREARENE
T Ea @A D ER e - MIEBA
HE  MESATEEEBIREMED
REEN2EFERDEMBRMNERE
At - AEEWERBEEEDEHD
FEF RIS ERETRIE
HABRZEREMER B BERMK
Bl EAEHAEERIE o

ANNUAL REPORT 2014 —Z—PUF55H 93



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

y .

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Critical judgements in applying the entity’s accounting

policies (continued)

Deferred taxation on investment properties (notes 16 and 32)
(continued)

The investment properties located in Hong Kong and United Kingdom
of carrying amount of HK$1,874,411,000 and HK$1,405,737,000
at 31 December 2014 respectively (2013: located in Hong Kong
and United Kingdom of approximately HK$1,873,795,000 and
HK$1,435,415,000 respectively) are not held under a business model
whose objective is to recover the economic benefits of the investment
properties entirely through use. No deferred tax is recognised in
respect of the fair value change in such investment properties as the
Group is not subject to any income taxes on disposal of investment
properties in Hong Kong and United Kingdom because no capital
gain tax arising from property sales in Hong Kong and no capital gain
tax arising from non-resident properties in United Kingdom.

Legal claim (note 37)

The Group is involved in legal proceeding as disclosed in note 37 to
the consolidated financial statements. Management has evaluated
and assessed the claims made against the Group based on legal
advice from the Company’s lawyer and is of the view that there
is no evidential basis for the claim and it is speculative in nature.
Accordingly, no provision nor accrual are made in the consolidated
financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial
year.

Estimated impairment of goodwill (note 20)

Determining whether goodwill is impaired requires an estimation of
the value in use of the CGU to which goodwill has been allocated.
The value in use calculation requires the Group to estimate the future
cash flows expected to arise from the CGU and a suitable discount
rate in order to calculate the present value. Where the actual future
cash flows are less than expected, a material impairment loss may
arise. At 31 December 2014, the carrying amount of goodwill arising
is HK$2,288,149,000 (2013: HK$2,288,149,000). Details of the
recoverable amount calculation are disclosed in note 20.
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)

Deferred tax assets (note 32)

At 31 December 2014, deferred tax assets of (i) approximately
HK$12,522,000 (2013: HK$12,522,000) in relation to unused tax
losses and (i) approximately HK$15,134,000 (2013: HK$14,836,000)
in relation to write-down of inventories have been recognised in the
Group’s consolidated statement of financial position. No deferred tax
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asset has been recognised on the tax losses of HK$1,013,098,000 *EE 14,836,000/ L) * R
(2013: HK$733,318,000) due to the unpredictability of future profit Eim A B R R R R o R TEE
streams. The realisability of the deferred tax asset mainly depends E@mﬂi}mﬁn H - B $1,013,098,000

on whether sufficient future assessable profits or taxable temporary
differences will be available in the future. In cases where the actual
future profits generated are less than expected, a material reversal of
deferred tax assets may arise, which would be recognised in profit or
loss for the period in which such a reversal takes place.

Depreciation and impairment of properties, plant and
equipment (note 17)

The Group’s management determines the estimated useful lives,
residual value and related depreciation charges for its properties, plant
and equipment. This estimate is based on the historical experience
of the actual useful lives of properties, plant and equipment of similar
nature and functions. Management will increase the depreciation
charge where useful lives are expected to be shorter than previously
estimated, or it will write-off or write-down obsolete or non-strategic
assets that have been abandoned or sold. Change in these estimations
may have a material impact on the results of the Group. The Group
tests whether properties, plant and equipment have suffered any
impairment in accordance with its accounting policy whenever
there is any indication that the assets may have been impaired.
The recoverable amounts of properties, plant and equipment have
been determined based on discounted cash flow method of each
asset or a CGU. Impairment loss of HK$303,074,000 (2013: nil) was
recognised at 31 December 2014 because the recoverable amount is
less than the carrying amount of the properties, plant and equipment.
At as 31 December 2014, the carrying amounts of properties, plant
and equipment are approximately HK$17,451,622,000 (2013:
HK$18,201,741,000), net of accumulated impairment loss of
HK$452,659,000 (2013: HK$149,585,000).
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)
Depreciation and impairment of properties, plant and
equipment (note 17) (continued)

In addition, for the licenced assets included in properties, plant and
equipment, the recoverable amounts have been determined based
on the value in use calculated using income approach. The Directors
consider that the recoverable amount exceeded the carrying amount
of the licenced properties, plant and equipment and therefore, no
impairment was recognised at 31 December 2014 and 2013. As at
31 December 2014, the carrying amounts of licenced properties,
plant and equipment are approximately HK$563,301,000 (2013:
HK$685,797,000).

Recoverability of the licenced inventories (note 19)

As described in note 19, the Licencee is required to return the
licenced inventories used, consumed or disposed of during the licence
period to the Group at the end of the licence period, on 31 August
2015, either by way of cash or identical inventories with the same
value as the licenced inventories used, consumed or disposed of.
The recoverable amount of the licenced inventories used, consumed
or disposed of during the licence period is secured by cash and bills
receivables of a related party of the Licencee (the “Securities”).

In determining the recoverable value of the securities, the Group takes
into consideration the validity and existence of the Securities at each
month end and estimates the recoverable value of the Securities. In
this regard, the management of the Company is satisfied that the
risk is minimal and the recoverable value of the Securities is not less
than the licenced inventories used, consumed or disposed of at each
month end.

Estimated impairment of trade receivables (note 28)

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been
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Where the actual future cash flows are less than expected, a material
impairment loss may arise. As at 31 December 2014, the carrying
amounts of trade receivables are approximately HK$5,824,256,000
(2013: HK$5,763,394,000), net of allowance for doubtful debts of
HK$772,293,000 (2013: HK$758,650,000).

96 KINGBOARD CHEMICAL HOLDINGS LIMITED 38 k T5 5

—E-mE+-A=+—H B5EK
BR 208 BR T (B #) /5 5,824,256,000 78 7T
—T— =4 :5763,394,000% L) (4
B REEBR 772,293,000/ T (=&
— =4 : 758,650,000 7T)) °



~_~~

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)

Fair value measurements and valuation processes

Some of the Group’s assets are measured at fair value for financial
reporting purposes. The Directors have a designated team to
determine the appropriate valuation techniques and inputs for fair
value measurements.

In estimating the fair value of the Group’s investment properties,
the Group uses market-observable data to the extent it is available.
Where Level 1 inputs are not available, the Group engages third party
qualified valuers to perform the valuation of the Group’s investment
properties. At the end of each reporting period, the management
of the Group works closely with the qualified external valuers to
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derived observable quoted prices in the active market. When Level
2 inputs are not available, the Group will adopt valuation techniques
that include Level 3 inputs. Where there is a material change in the
fair value of the assets, the causes of the fluctuations will be reported
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properties of the Group. Information about the valuation techniques
and inputs used in determining the fair value of the Group’s
investment properties are disclosed in note 16.
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)

Fair value measurements and valuation processes (continued)

In estimating the fair value of the Group’s available-for-sale
investments, the Group uses market-observable data to the extent it
is available. Where Level 1 inputs are not available, the management
of the Group will assess the valuation of financial instruments based
on quoted bid prices of the previous trading day in the markets at
the end of each reporting period. As mentioned above, the fair value
of the Group’s bond securities listed in the Stock Exchange and the
Singapore Exchange Securities Trading (“SGX”), the pricing vendors
will assess its fair value taking into account primarily the fair value
quoted by the brokers which is adjusted for the lack of marketability
of the bond securities at the end of the reporting period. Pricing
vendors will exercise their judgements based on their experience to
establish and determine the appropriate valuation techniques and
inputs to the valuation model. Where there is a material change in the
fair value of the assets/liabilities, the causes of the fluctuations will
be reported to the board of directors of the Company. Any changes
in the marketability of the listed bonds will affect the fair value of
the investments. Notes 6¢ and 22 provides detailed information
about the valuation techniques, inputs and key assumptions used in
the determination of the fair value of the Group’s available-for-sale
investments.

In estimating the fair value of the Group’s foreign exchange forward
contracts, the Group uses market-observable data to the extent it
is available. Where Level 1 inputs are not available, the Directors will
obtain the mark-to-market reports from the issuers based on the
forward foreign exchange rate at the end of the reporting period. Any
changes in the forward foreign exchange rate will affect the fair value
of the contracts. Details are disclosed in note 30.

98 KINGBOARD CHEMICAL HOLDINGS LIMITED 358t T4

4.

L A

EARGEHE RS F
BRBARE 2 T ERIF (2

AR R 2 TERIR(E)
DNV EFERGEEERF(E)

At AREEAT R EREN A TER -
REBEE AR ERNT IS AT BREUR -
i M — R AR - AREEEE
BES®EMAR - UTs E—E2Z5H
FrREAEBFESRMTENEE - RIB
VA_E P - 7S SR B A B 52 P B A3
EHRRZA(TFINRESFRZM]) £
MEFEZCAFEME  REREH
R EEEHGFEEAFHE ¥EB
ERAZLERELARAFFRZT
SN T ARBRNQFE - EE
BETRREBEACHER  BYNETE
B EERMMNEERNEABE
miEHHIET - WEE BEXFEEE
BEAEH  ERARREEEREKD
RE - BEZE LTEF2THRENE
EEAB BT EXEREZATE
fiiE6c M22fR T ARAA KB M IAEE
A EREN QP EMFRANEER
M WABIBNEEBROFMER -

st A= EINERIPE DD FERE
ANEEE{E A AT ES TS A B SR -
I E— AR BEEHERT
ABUS LA TR & B R IR HA SN E R BN
EMETEEENSRS o EHINERE
TAEHEFESHNATE - FBER
MIFE303H FE ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

5.

6.

CAPITAL RISK MANAGEMENT

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

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

The Directors review the capital structure on a semi-annual basis.
As part of this review, the Directors consider the cost of capital and
the risks associates with each class of capital. In the opinion of the
Directors, the Group will balance its overall capital structure through
the payment of dividends, new share issues and share buy-backs as
well as the issue of new debt or the redemption of existing debt.

FINANCIAL INSTRUMENTS

a. Categories of financial instruments

MBEE

Financial assets
Loans and receivables (including cash

ERREEER(BERER

EXERER

FEEEBREEAURRBBEER
HRABEER/RRFRESEH - 5
EEBEMSELE - AEEZBER
% BB E FEAER o

AEBZBEAEBBERTER B
MR EERBFRARARFRFA AR
i (BRESETRA  BEERE
EA) - AR S ER A IEE

EXELERMELSE - FREH—
By BEEBEBEARKA  REESHR
AEAEBZER - EER/AKEK
BBARE - BITHR - BEkG
BITHEREBEQRAEE  ATEHE
BENKERE -

EMTH
a. SRIKET

2014
—EB—mEF

2013

HK$’000
FET

HK$’000
THATT

and cash equivalents) BEEEBEH)
— trade and other receivables — B 5 REMEWERR 7,826,730 7,680,137
— bills receivables —EWEE 2,112,632 2,302,770
— bank balances and cash —RITEBR LIRS 4,559,399 6,363,240
14,498,761 16,346,147
Available-for-sale investments At ERE 3,258,454 4,250,508
Financial liabilities B aE
Amortised cost B SHR R
— trade and other payables — B 5 RHMPERIRK 3,576,070 3,424,793
— bills payables —ERRIE 771,361 715,412
- bank borrowings —RITEE 22,055,002 23,679,600
26,402,433 27,819,805
— Derivative financial instruments —PTESmT A 6,779 -
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FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and
policies

Details of the Group’s financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments include market risk (currency risk, interest rate
risk and equity price risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely
and effective manner.

Market risk

Currency risk

Several subsidiaries of the Company have foreign currency
sales and purchases, which exposes the Group to foreign
currency risk. Approximately 18.5% (2013: 22.5%) of the
Group’s sales are denominated in currencies other than
the functional currency of the group entities making the
sale, whilst almost 13.3% (2013: 20.6%) of purchases are
denominated in currencies other than the functional currency
of the relevant group entities.

The carrying amount of the Group’s foreign currency
denominated monetary assets and liabilities at the end of
the reporting period are disclosed in respective notes. The
management continuously monitors the foreign exchange
exposure and will consider hedging foreign currency risk
should the need arise.
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FINANCIAL INSTRUMENTS (continued)

6.

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

Currency risk (continued)

Sensitivity analysis

The Group is mainly exposed to fluctuation against foreign
currencies of United States dollars (‘US$”), Euro, and HKS$.
The following table details the Group’s sensitivity to a 5%
(2018: 5%) increase and decrease in functional currency of
each Group entity against the relevant foreign currencies.
5% (20183: 5%) represents management’s assessment of the
reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only the outstanding monetary
items denominated in foreign currency and adjusts their
translation at the end of the reporting period for a 5% (2013:
5%) changes in foreign currency rates. The sensitivity analysis
includes trade and other receivables, bills receivables,
available-for-sale investments, bank balances, trade and
other payables, bills payables as well as bank borrowings.
A positive number below indicates an increase in post-tax
profit for the year which functional currency of each Group
entity strengthens 5% (2013: 5%) against the relevant foreign
currency. For a 5% (2013: 5%) weakening of functional
currency of each Group entity against the relevant foreign
currency, there would be an equal and opposite impact on
the post-tax profit for the year.

6.

L = R

b.

BEERBREEEBERBE
(&)
miBER ()
EEmR (&)
REDM
AEEEEEmHET(ET])
BT KB TR SN R B LR
TRAMAEESEEEER
H 0 BE ¥ S AR BRSNS T R 5%
ZT—=F : 5%)HBURE -
5%(ZT—=4F : 5%)NERE
HONEEXRF MR AR
HRHE o BUREDITERRER R
FHAINSSIER EHIRR - ¥
BEMEAERAD ZERE%(ZF
—=F 5% ) BB L IMPE
FREIMBREE S LEMER
R BRERE - IHEER
B RITHER  EHREMERN
R ENERERBITEE - IE
BESEEERNIEEERN
HEAEEIES N ( —E—=%F:
5%) B » AFEIRBILENA P
#i e EREEERNINEEE
HABRAINE S % (T —=4F ¢
5%)FF » AIBEMANFEBRBIR A
MNERFHRNEE -

2014 2013

—E-F T— =4

HK$’000 HK$'000

FHET FATT

US$ W (71,483) (57,784)
HK$ BT 697,716 701,173
Euro BT (1,740) (2,188)

In the opinion of the Directors, the sensitivity analysis is
unrepresentative of inherent foreign exchange risk as the year
ended exposure does not reflect the exposure during the
year.

BEE2RR  ARFRERTRER
FARRME - REERERERERA
FEHINE R o
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FINANCIAL INSTRUMENTS (continued)

6.

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate entrusted loans (Note 28 for details of the
entrusted loans), bank borrowings (see note 31 for details
of these borrowings) and listed bond securities with fixed
coupon interest (see note 22 for details of these listed bond
securities). The management monitors interest rate exposure
and will consider repayment of the fixed-rate bank borrowings
when significant interest rate exposure is anticipated.

The Group’s exposures to interest rates on financial liabilities
are detailed in the liquidity risk management section of
this note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Interbank
Offered Rate (“HIBOR”) (2013: HIBOR and the interest rates
offered by the People’s Bank of China (“PBOC”)) arising from
the Group’s bank borrowings.

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

Sensitivity analysis

The sensitivity analysis below have been determined based
on the exposure to interest rates for interest bearing bank
balances and bank borrowings at the end of the reporting
period. The analysis is prepared assuming the financial
instruments outstanding at the end of the reporting period
were outstanding for the whole year. A 50 basis points (2013:
50 basis points) increase or 10 basis points (2013: 10 basis
points) decrease is used and represents management’s
assessment of the reasonably possible change in interest
rates.

102 KINGBOARD CHEMICAL HOLDINGS LIMITED #5&E1t T %

6.

Gz = R

b. EREREEEERKE
()
B AR ()

AEFBAEHERRREER(Z
EERFHIBERME28) - RI1TME
E(ZEREFHBRMIEI R
MEEESFNLETESES
(ZELTEFESFFBERME
22)ELE 2 R EFNEER
IR N R - nTREI
REANERRR  HEREETE
BIRITEE -

AEBEAZP A B FERELR
ZFE - RAMERBE SRR
EIE—FN o AREMNETIRER
KRB EREPRAEBMNIRTT
EEXBBERTAERS(E
ABRTAERED(ZF—=
F - BBRITAERELFEA
RIRFTT(THBEARRIT DITER
M) KE °

MR ERRIRI TSR ZIRITTS
MRS AEEZ RITHESREA
REemENRREL - 1o - A
BAE T REFSEHRRITER
KM EE B R _ LT ESFE S
B2 A FHENEER - EER
0 ARETRRITHE SR 2 B HI AR
RIEAE - AR ERE BRI TR
PR 2 MR @RI TERX

BURRE DT

LA SR E D TR IR R 5 AR 45
REAMBRITERNIRITEER
M EERET - BEZEDIT
B BRERAREHMEERE AR
EHiz @R T ANBEEHARE
B o 50fERSF(ZZE—=4%F : 50
E2EF) sk 10EZ T (==
—=F 10 F)RLBEE
B R EEIBI BT -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR e

AN
ARAH

F

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

FINANCIAL INSTRUMENTS (continued)

6.

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

Interest rate risk (continued)

Sensitivity analysis (continued)

If HIBOR/PBOC interest rate had been 50 basis points (2013:
50 basis points) higher and all other variables were held
constant, the Group’s:

° post-tax profit for the year ended 31 December 2014
would increase by HK$18,303,000 and decrease by
HK$86,445,000 (2013: increase by HK$26,948,000
and decrease by HK$99,515,000) as a result of the
Group’s exposure to interest rates on its interest
bearing bank balances and variable-rate borrowings
respectively; and

o the debit side investment valuation reserve for the
year ended 31 December 2014 would increase by
HK$29,607,000 (2013: credit side reserve would
decrease by HK$38,604,000) as a result of the
change in the fair value of available-for-sale listed
bond securities with fixed coupon interest.

6.

SRT R

b.

MERABEEBEREE
(%)

miSER ()

WESNAC Y

BRE T ()
HEBRITRERS TPEAR
RITHEFABOMEE F(—F—=
F : B0fEHT) - MATAEME
ETE - AKH

. A A& E#EE I B IR
THRBREEREEZR
ZEK  BHEZT N
F+ZA=+—HLF
E2BB &R D
# 0 18,303,000 # 7T

X @ 4 86,445,000 7
7‘5(— T — =4 &
26,948,000 7% 7T K Rk
99,515,000/87T) : &

L4 %Z:n: |7—E|$+ H
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For the year ended 31 December 2014 HZE —Z— &+ - A=+—HItFE
6. FINANCIAL INSTRUMENTS (continued) 6 %Eﬂlﬂ(%)
b.  Financial risk management objectives and b. HEERBREEEEREKXE
policies (continued) (5&)
Market risk (continued) i R (4)
Interest rate risk (continued) FI= 7z ()
Sensitivity analysis (continued) BRRE DT (&)

If HIBOR/PBOC interest rate had been 10 basis points (2013:
10 basis points) lower and all other variables were held

MEBIRITRIERE FHEAR
BITFEBKI0EE T (=2 —=

would decrease by HK$3,661,000 and increase by
HK$17,288,000 (2013: decrease by HK$5,390,000
and increase by HK$19,903,000) as a result of the
Group’s exposure to interest rates on its interest
bearing bank balances and variable-rate borrowings
respectively; and

constant, the Group’s: FA0EEF) mABEMEA
ETE - KEE
o post-tax profit for the year ended 31 December 2014 o BARAEEASTH SR

THHRRFEEBEZF
ZXER - BHEZT N
F+ZA=+—HIHF
&2 BREL 1 T 5 B
43,661,000 7T K38
17,288,000 T (=&
— =4 : 45,390,000

7 7T K 3% 119,903,000
B &k
the debit side investment valuation reserve for the ° HE-_Z—NF+=
year ended 31 December 2014 would decrease A= —|— —HIEFEE
by HK$5,803,000 (2013: credit side reserve would HIREEGEEER

increase by HK$7,228,000) as a result of the change
in the fair value of available-for-sale listed bond
securities with fixed coupon interest.

45,803,000/ L (=&
—=F B HEEM
7,228,000/ 7T ) ©
M EE B 5 R ]
HE FTMEHFEFEHFAF
B -

BEXZR R ARFERER TR
FRER - REREREREA
FERFIRER -

In the opinion of the Directors, the sensitivity analysis is
unrepresentative of inherent interest rate risk as the year
ended exposure does not reflect the exposure during the
year.
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FINANCIAL INSTRUMENTS (continued)

6.

b.

Financial risk management objectives and
policies (continued)

Market risk (continued)

Equity price risk

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

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to equity price risk at the end of the reporting
period.

If the prices of the respective available-for-sale equity listed
securities, which have been impaired at the end of the
reporting period, had been 10% higher (2013: 10% higher):

° no effect for post-tax profit for the year ended 31
December 2014 (2013: no effect for post-tax profit) as
a result of the change in fair value of these available-
for-sale investments.

° the debit side investment revaluation reserve for the
year ended 31 December 2014 would decrease by
HK$22,940,000 (2013: credit side reserve would
increase by HK$48,283,000) as a result of the change
in fair value these available-for-sale investments.

If the prices of the respective available-for-sale equity listed
securities, which have been impaired at the end of the
reporting period, had been 10% lower (2013: 10% lower):

o post-tax profit for the year ended 31 December 2014
would decrease by approximately HK$22,940,000
(2013: HK$48,283,000) as a result of the change in
fair value of these available-for-sale investments.
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FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

Equity price risk (continued)

Sensitivity analysis (continued)

If the prices of the respective available-for-sale equity listed
securities, which have not been impaired at the end of the
reporting period, had been 10% higher (2013: 10% higher):

° the debit side investment revaluation reserve would
decrease by approximately HK$115,018,000 (2013:
credit side investment revaluation reserve would
increase by approximately HK$104,254,000) as a
result of the change in fair value of these available-for-
sale investments.

If the prices of the respective available-for-sale equity listed
securities, which have not been impaired at the end of the
reporting period, had been 10% lower (2013: 10% lower):

o post-tax profit for the year ended 31 December 2014
would decrease by approximately HK$134,919,000
(2013: nil) as a result of the change in fair value of
these available-for-sale investments.

° the debit side investment revaluation reserve for the
year ended 31 December 2014 would increase by
approximately HK$19,901,000 (2013: credit side
investment revaluation reserve would decrease
by approximately HK$104,254,000) as a result of
the change in fair value of these available-for-sale
investments.

At 31 December 2014, the Group has concentration of
equity price risk on its available-for-sale investments as 35%
(2013: 46%) of the total available-for-sale investments is
concentrated in three (2013: two) equity securities listed in
Hong Kong. The Group’s available-for-sale investments are
exposed to equity price risk due to the fluctuation of price of
the equity in the market.
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FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and
policies (continued)

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations at
31 December 2014 and 2013 in relation to each class of
recognised financial assets is the carrying amount of those
assets as stated in the consolidated statement of financial
position. In order to minimise the credit risk, the Directors have
delegated the management responsible for determination of
credit limits, credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable amount
of each individual trade debt and entrusted loans at the end
of the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In addition, the
entrusted loan are pledged by the properties held by the
borrowers. In this regard, the Directors of the Company
consider that the Group’s credit risk is significantly reduced.

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

The Group has no significant concentration of credit risk
on trade and other receivables and entrusted loans with
exposure spread over a number of counterparties and
customers. However, the Group is exposed to concentration
on geographic segment in PRC. At 31 December 2014,
approximately 91% (2013: 91%) and 100% (2013: 100%) of
the Group’s trade and other receivables and entrusted loans
respectively are arising from counterparties whose principal
place of operation is the PRC.

At 31 December 2014, the Group is exposed to concentration
of credit risk on its available-for-sale debt investments as
35% (2013: 32%) of the total available-for-sale investments
are concentrated in four (2013: three) listed bond securities
issued by three (2013: three) listed issuers in Hong Kong.
The Group’s available-for-sale debt investments are exposed
to credit risk due to the default of repayment by the bond
issuers. However, the Directors consider the credit risk on
these investments is limited as the listed bonds are secured
by certain assets of the issuers and the issuers are listed
companies in Hong Kong.
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FINANCIAL INSTRUMENTS (continued)

6.

b.

Financial risk management objectives and

policies (continued)

Liquidity risk

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

The Group relies on bank borrowings as a significant source
of liquidity. At 31 December 2014, the Group has available
unutilised bank borrowings facilities of approximately
HK$6,563,047,000 (2013: HK$6,666,432,000).

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

The table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve at the
end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

6. FINANCIAL INSTRUMENTS (ontinueq) 6. ERTH
b.  Financial risk management objectives and b. H¥EAKREEBEEZEREREK
policies (continued) (%)
Liquidity risk (continued) REBESRAM(E)
Liquidity and interest risk tables BB 2 RFIERE R

Weighted Over Over Over
average Ondemand 3 months 1 year AT Total
effective  orlessthan butnotmore butnotmore butnotmore undiscounted  Carrying
interestrate~ 3months  than1year than2years than5years cash flows amount

nEH  BERE ) -ENE O WENE FFEERS

BENZE  ZfiAR B-F BTEERE BTEERF  REAE ]
%  HK$000  HK$000  HK$000  HKS'000  HK$000  HK$'000
TEn T T Tin T Tin

At 31 December 2014 R-Z-mE+-B=t-A
Non-derivative financial liabilities 3674 BB EE
Trade and other payables RS REMENE - 3,576,070 - - - 3576070 3,576,070
Bils payables EHZE N K - - - THt T
Bank borrowings RRE
- fixed rate ) 5.6 528,564 - - - 528,564 521,252
- variable rate -%5 21 3803472 6412443 8245865 4445919 22,907,699 21,533,750
Derivative financial instrument TEERIA - 2,078 4,701 - - 6,779 6,779

8081545 6,417,144 8245865 4445919 27,790,473 26,409,212

Derivative - gross settlement  fiATA-HBiLE
Foreign exchange forward contracts ~ SMEEEA4

- outflow i - 13,918 36,038 - - 49,056 49,956
~inflow —A - (11,840)  (31,337) - - st @317
2,078 4,701 - - 6,779 6,779
At 31 December 2013 W=B-=E+-A=t-H
Non-derivative financial liabilities 37481755
Trade and other payables L5 RENERNE - 3424793 - - - 3424793 3424793
Bills payables EREE - 715412 - - - 715412 715412
Bank borowings HifEE
- fixed rate -T8 65 - 14,938 - - 14,938 14,45
- variable rate -8 21 2845707 4305562 6903967 10589883 24735119 23665355

6985912 4410500 6903967  10,689.883  26,890262 27,819,805

ANNUAL REPORT 2014 —Z—PUF55H 109



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A

wIN v

SRR M T

For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

FINANCIAL INSTRUMENTS (continued)

6.

b.

Financial risk management objectives and

policies (continued)

Liquidity risk (continued)

Liquidity and interest risk tables (continued)

Bank borrowings with a repayment on demand clause are
included in the “on demand or less than 3 months” time
band in the above maturity analysis. At 31 December 2014,
the aggregate undiscounted principal amounts of these
bank borrowings amounted to HK$963,368,000 (2013:
HK$1,119,724,000). Taking into account the Group’s financial
position, the Directors do not believe that it is probable that
the banks will exercise their discretionary rights to demand
immediate repayment. The Directors believe that such bank
borrowings will be fully repaid after the end of the reporting
period in accordance with the scheduled repayment dates
ranging from two to eighteen (2013: two to nineteen)
years as set out in the loan agreements. At that time, the
aggregate principal and interest cash outflows will amount to
HK$968,359,000 (2013: HK$1,125,610,000).

Fair value measurements of financial instruments
Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis

Some of the Group’s financial assets are measured at fair
value at the end of each reporting period. The following table
gives information about how the fair values of these financial
assets are determined (in particular, the valuation technique(s)
and inputs used), as well as the level of the fair value hierarchy
into which the fair value measurements are categorised (Levels
1 to 3) based on the degree to which the inputs to the fair
value measurements is observable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 & =%

6.

—E+ZA=+—HLFE

FINANCIAL INSTRUMENTS (continued)

C. Fair value measurements of financial instruments C.
(continued)
Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis (continued)

EMITHE

ERMTAAFEFEM®

AEFZELAFEHIRBEERE
EFBNMBEE 2D FEE)

Fair value
hierarchy

Fair value as at
31 December
Wt=A=+-82
AF{E
2014
—E-mE
HK$'000
TERT

Financial assets

MKEE DFEER

()  Listed equity
securities
classified as
available-for-
sale financial
assets in the
consolidated
statement of
financial position

() PEAEBRLERT
AERAHHE
%Q?Ztmh$

Fer

1,379,580 2,183,613 1

(i)  Foreign currency
forward contracts
classified as
derivative financial
instruments

6,779 - 2

i) PEATESBHIA
ZINERERE 4

(i) Listed bond
securities
classified as
available-for-sale
financial assets in
the consolidated
statement of
financial position

1,721,382 1,909,503 3

i) PEREHBRART
AN SN
BEEZ LhES
FE

Valuation
techniques and
key inputs
EERITR
TERAHE

Quoted bid prices
in active market.

EEMEEA
HE -

Discounted cash
flow. Future cash
flows are estimated
based on closing
exchange rates
at the end of the
reporting period
and the contract
forward rates.

THEALTE - KRR
Bene MRER
HHR B MEER

REHEBERR
fhEHFTeS

Reference to the fair
value quoted in the
over-the-counter
market with the
adjustments
for the lack of
marketability.

%ﬁﬁ%?lﬁ%i&ﬁz
DFE - WRERZ
i MEm T A

R o
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Significant
unobservable
inputs
EARTEE
BABE

Sensitivity

BRE

n/a n/a

TEA TEA

n/a n/a

TEA TEA

The lack of A significant

marketability increase in

the lack of
marketability
would result

RZmisREL

in a significant
decrease in the
fair value and
vice versa.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

6. FINANCIAL INSTRUMENTS (ontinueq)
cC. Fair value measurements of financial instruments
(continued)

Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis (continued)
Reconciliation of Level 3 fair value measurement of financial

6.

Gz = R

ERMTAAFEFE®

FEFRLAFEHIRBEERE
EFTENMBEEZATFEE)
FHUBFEEZ N FEGEZ

assets AR
Listed bond
securities
ETHESFES
HK$’000
THET
At 1 January 2013 RZE—=%F—H—H 656,252
Additions NE 1,204,737
Fair value gain recognised in other comprehensive P E % E W FER 2 A FEW S
income 48,514
At 31 December 2013 R-E—=%+-_A=+—H 1,909,503
Additions INE 1,126,568
Disposals =S (1,163,605)
Fair value loss recognised in other comprehensive A E it 2 B FER 2 A FEEE
income (151,084)
At 31 December 2014 RZT—NFE+=—A=+—~H 1,721,382

Included in other comprehensive income is a loss of
HK$151,084,000 (2013: a gain of HK$48,514,000) relating to
listed bond securities held at the end of the reporting period
and is reported as changes of investment revaluation reserve
for the year ended 31 December 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

7. REVENUE 7. EHEHR
Revenue represents the net amounts received and receivable by BEBEIERERNEENGEINEP
the Group from the sales of goods and services rendered to outside ﬁﬁ’% ERCRITI - RERHEHRBER
customers, net of discounts, returns and sales related taxes, and I5) RERE 2N R IEW S 58 F5E
rental income received and receivable, analysis of revenue for the year L/{ EE W R ERESIA - SFHEE
is as follows: BT
2014
—ZE-mF =

HK$’000 HK$'000

FH&T T4

Sales of laminates HEBINE R 11,476,942 10,994,401

Sales of chemicals HENLTIER 13,575,058 16,375,102

Sales of PCBs 4 ENRI AR BEAR 7,474,287 7,185,270

Sales of properties HEWE 2,163,318 -

Rental income iEE R ON 527,791 472,575

Others (Note) B (H5E) 688,370 686,109

35,905,766 35,683,457
Note:  Amount included service income of HK$34,598,000 (2013: HK$41,722,000), Mzx: HzE—=—mWE+—-_BF=+—81
sales of LCDs and magnetic products of HK$591,827,000 (2013: FE B8R W A 34,598,000
HK$584,474,000) and hotel business of HK$61,945,000 (2013: BIL (=T — =4 : 41,722,000
HK$59,913,000) for the year ended 31 December 2014. )  HERGEBATNRERUEE

5 W A 591,827,000/ T (=& — =
F 1 584,474,000 0 ) MBJE £
I A 61,945,000 L (=T — =4 :
59,913,00087T) °
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

8.

SEGMENT INFORMATION

HKFRS 8 “Operating Segments” requires operating segments to be
identified on the basis of internal reports about components of the
Group that are regularly reviewed by the CODM in order to allocate
resources to segments and to assess their performance. Specifically,
the Group’s operating and reportable segments under HKFRS 8 were
organised into five main operating divisions — (i) manufacture and
sale of laminates, (i) manufacture and sale of PCBs, (jii) manufacture
and sale of chemicals, (iv) Properties and (v) others (including service
income, manufacture and sale of LCDs and magnetic products and
hotel business). In past years, properties segment comprised of
letting properties, sales of properties and hotel business, however,
information of properties segment reported to the CODM for the
purpose of resource allocation and assessment of performance has
changed in 2014 as the continuous expansion of letting properties
and sales of properties in recent years. As a result, the letting
properties business and sales of properties business are grouped in
“Properties” to report to CODM while the hotel business is grouped in
“Others”. No operating segments identified by the CODM have been
aggregated in arriving at the reportable segments of the Group.

Under HKFRS 8, segment information is based on internal
management reporting information that is regularly reviewed by the
executive directors, being the CODM of the Group. The measurement
policies the Group used for segment reporting under HKFRS 8 are the
same as those used in its HKFRS financial statements. The CODM
assess segment profit or loss using a measure of operating profit
whereby certain items are not included in arriving at the segment
results of the operating segments (share of results of associates,
gain on disposal of available-for-sale investments, impairment loss
recognised in respect of properties, plant and equipment, income
tax expenses, finance costs, share-based payments and unallocated
corporate income and expenses).
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

8.

SEGMENT INFORMATION (coninved 8. ZEMEF

(a) Segment revenues and results () PHEXBERES
The following is an analysis of the Group’s revenue and result T BZBRRDEE D 2 AN EH
by reportable segments: ERERBMERE 2T

Laminates PCBs  Chemicals  Properties Others  Eliminations Consolidated
BEER ORSER  LIER 0nE 2 Hi &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr Thx TER Thx TEn Thr TiEn
Year ended 31 December 2014 B2-E-ME+-A
ZT-HLFE
Segment revenue Bl
Exteral sales IMEER 11476942 7474287 13575058 2,691,109 688,370 - 35,905,766
Inter-segment sales PERZHES 1,977,236 - 732,886 - 6,444 (2,716,566) -
Total Aif 13454178 7474287 14,307,944 2,691,109 694814  (2,716,566) 35,905,766
Result E
Segment result PHEE 1,369,815 116,322 402,775 2,031,587 20,803 3,941,302
(Gain on disposal of avallable- RETRNERE YR
for-sale investments 206,884
Impalrment loss recognised in g BRREERDL
respect of properties, HEFE
plant and equipment (303,074)
Share-based payments WRBFARE (7,398)
Unallocated corporate income FAEzARMA 217,446
Unallocated corporate expenses KARzARNH (273,500)
Finance costs BENA (444,995
Share of results of associates EEBREDTEE 176,956
Profit before taxation B EER 3,513,621

Inter-segment sales are charged by reference to market

prices.

X

Eall

DEEZEERI2EMER
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For the year ended 31 December 2014 & =%

—E+ZA=+—HLFE

S EG M ENT I N FORMATI ON (continued)

Segment revenues and results (continued)

DEER =

DRVERBERER (B

Lamma es Chemicals Others  Eliminations ~ Consolidated
L IER =) Faf = )
HK$'000 HK$'000 HK$'000 HKS'000
Thr T BT TEL
Year ended 31 December 2013 ~ EZ=F-=5+=f
ZT-HLFE
Segment revenue e
Exteral sales IMEER 10,994,401 16,375,102 686,109 - 35683467
Inter-segment sales APEIHER 2,061,945 827,057 5414 (2,894,616)
Total Rit 13,056,346 17,202,359 691523 (2,894,616) 35,683,457
Result E+
Segment result PEES 1410875 652451 1783 4,137,085
(Gain on disposal of available- HETHHERE
for-sale investments 144,901
Share-based payments WRBFARE (44,756)
Unallocated corporate income RARZDEMA 185,249
Unallocated corporate expenses FAEZARLH (277,194)
Finance costs BEKK (479,661)
Share of results of associates EEBREDTEE 234,349
Profit before taxation BHaaR 3,899,973
Inter-segment sales are charged by reference to market M ZEEE N2 EMES

prices.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

8. SEGMENT INFORMATION (oninueq)

(b)

Segment assets and liabilities
The following is an analysis of the Group’s assets and liabilities

by reportable segments:

At 31 December 2014

Assets
Segment assets
Avalable-for-sale investments
Interests in associates
Unallocated corporate assets
- Bank balances and cash
- Deferred tax assets
- Taxation recoverable
- Others

Consolidated total assets

Liabilities
Segment liabilities
Unallocated corporate liabilties
- Bank borrowings
- Taxation payable
- Deferred tax liabilties
- Others

Consolidated total liabilities

RZZ-mF
+zA=+-A

iE

NHAE
AfHERE
NHERR 2R
APEZATEE
- BiTRBIAE
- EUREEE
- WA
-Ef

GREELE

il
APEZARER
- Bl

- A

- EUHERE
- A

GREELR

Laminates

BERER

HK$'000
FiEn

15,841,148

(1,580,575)

8.

PCBs
EIE
HK$'000
TR

10,452,482

(4,756,345)

DEER =

b) PHBEERAERE
AN B R R 28 0 2 AN
BEMBREZON

Chemicals  Properties
tIER S
HK$'000 HK$'000

TET TAT

11,163,684 30,020,644

(2148059)  (4515319)

Others Consolidated
Eff &a
HK$'000 HK$'000
TiER TER

1,007,105 68,485,063
3,258,454

1,370,686

1,916,115
4,862
28,155
569,407

75,632,742

(64,169 (10,064,467)
(22,055,002)
(522,69)
(846,072)
(171,318)

(33,659,552)
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

8. SEGMENT INFORMATION (oninueq) 8. ZEERM
(b) Segment assets and liabilities (continued) b) SBEEREESE
Laminates Chemicals Properties Others  Consolidated
EHER . ; LIER JE At 54
HK$'000 HK$'000 HK$'000 HK$'000
T BT T BT AL Tir
At 31 December 2013 R-8-=§
t=B=t-8
Assets EE
Segment assets PHEE 15,216,203 10,478,528 13,074,705 25,551,964 1,049,618 65,371,008
Available-for-sale investments HEERE 4,250,508
Interests in associates N AYNPR 677,650
Unallocated corporate assets OB AAEE
—Bank balances and cash -FOEBRENE 3,748,260
- Deferred tax assets - BEREEE 4750
- Taxation recoverable - A RE A 46,649
- Others -Hip 761,416
Consolidated total assets RAEESLE 74,860,241
Liabilities 15
Segment liabilties NHEE (1,783586) (1706233  (2.275005)  (3,204,199) (54,618)  (9,023,641)
Unallocated corporate liabilties FolzAAAE
- Bank borrowings -HiTkE (23,679,600)
- Taxation payable - E&HA (603,661)
- Deferred tax liabilties -EENEER (521,196)
- Others -t (172,184)
Consolidated total liabilities GREREE (34,000,282)

For the purposes of monitoring segment performances and MERDHRIB RO FER

allocating resources between segments: mE :

. all assets are allocated to operating segments other o RIECERIBEEE - ATlL
than deferred tax assets, taxation recoverable, bank BIFiIE - &% 5 LA
balances and cash and others assets used jointly by FRANETERKEES
operating segments; and LEMEEN FIEE

ENEEEEDE &

. all liabilities are allocated to operating segments other o BRIRITEE - BLERIE
than bank borrowings, deferred tax liabilities, taxation BfE - EHMEBELREE
payable and others liabilities for which operating DECEFEAERNEME
segments are jointly liable. 1%9\\ CFEARENREE

M/‘\_LB
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

8. SEGMENT INFORMATION (oninueq)

(c) Other information

Laminates
BHER
HK$'000
T
Year ended 31 December 2014  HZ=Z-MF
TZR=t+-HLEE
Amounts included in the measure of 3B SFEREE
segment profit or oss or PEEERA

segment assets: feE:
Capital additions BRER 1,001,477
Depreciation bt 732,368
Release of prepaid lease payments ~ EATREZERE 6,502
Impaiment loss recognised in HEHRYESET L

respect of trade receivables REEE 2,455
Impairment loss recognised in InE - BRE

respect of properties, G (]

plant and equipment REEE 2
Impairment loss (reversal of HEE(RE) B2

recognised in respect of REEE

inventories 2,099
Lossondisposal and write off of & Rl sE4% -

properties, plant and equipment R R RE L FiE 8,875
Unrealised loss on fair value RINEESALZ

change of foreign exchange LTEEEEE,

forward contracts AEREE 6,779
Gain on fair value changes of RENMELTE

investment properties 2970 =

8.

PCBs
BRIAER

HK$'000
T

525,396
575,541
4,188

9,588

18,517

(54

14,182

DEER =

(c)
Chemicals
tIER

HK$'000
TEn

524,975
951,430
16,635

2,731

284,557

4,359

4,878

Properties
nx
HK$'000
TER

4,868,811
3,000

1,381,549

Others
Eff
HK$'000
TiEn

13,087
59,050
2,804

Consolidated

A
U=}

HK$'000
TR

6,933,746
2,321,389
30,129

14,774

303,074

6,404

27,935

6,779

1,381,549
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For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

8. SEGMENT INFORMATION (oninueq)

(c)  Other information (continued)

Laminates
EREHR
HK$'000
%
Year ended 31 December 2013 ~ BZ=F-=%
tZR=t-HLEE
Amounts included in the measure of ~ sHE S B3
segment profit or oss or PEEERA
segment assets: feE:
Capital additions BAER 498,209
Depreciation & 714,544
Impaiment loss recognised in HEF YR
respect of trade receivables BRZREER 176,411
Release of prepaid lease payments B TAEZERE 6,933
Impaiment loss recognised in HEERDL
respect of inventories REEE 1788
Loss (gain) on disposal and HERMEDE -
write off of properties, ERREE
plant and equipment BEllz) 3021
Gain on fair value changes of RENELTE
investment properties PG -

PCBs

DRl R
HK$000
TAL

563,762
568,476

2,035
4,106

2,005

(921)

DEER =
HipER (@)

(c)

Chemicals
Tt IER
HK$'000

BT

560,960
923,889

15,084
16,604

(901)

Properties
S

7,227,668
1,710

1,406,679

15,939
66,611

3,267

9

Consolidated

= A

HK$"OOO
Fi

8,856,538
2,275,230

194,030
30,910

3,793

1,798

1,406,679
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

8. SEGMENT INFORMATION (oninueq)

(c)

Other information (continued)

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

The geographical analysis of the Group’s revenue from
external customers by geographical location based on where
the goods sold and delivered and services are rendered, is as
follows:

DEER =

(c)

HipER (@)

REE N E R XA NP B (A
FEEIR) K2R -

REERIEAE MEXE R KA
AR B B E SME P PR AE
HlEm - LABIS & E MR DTN
T

Year ended 31 December

BE+-H=1+—HLFE

2014 2013
—E—lmF =
HK$’000 HK$'000
FET FAT
The PRC (country of domicile) A (FTTEEISR) 31,458,507 31,382,916
Other Asian countries (including Thailand,  HZsWER (B FEERE -

Japan, Korea and Singapore) BAR -« BE K&FTIN) 2,494,098 2,380,315
Europe (=P 1,315,809 1,228,901
America E 637,352 691,325

35,905,766 35,683,457

No single external customer of the Group contributed over
10% of the Group’s revenue for each of the years ended 31
December 2013 and 31 December 2014.

The geographical analysis of the Group’s non-current assets
other than non-current deposits, deferred tax assets, other
non-current assets and available-for-sale investments by
location of assets is presented as follows:

HE_Z—=F+=-A=+—H
kZF—mF+=ZA=+—H1
BEE  AEBIWEE—2IND
BE(RASLEEEIERIBI10% °

BRIERBIRI S - BEMBEE
HipIERBEE R AIHLERE
S REBEZEREVEEIREEN
2T

At 31 December

R+=A=+—H
2014 2013
—ZT—-mF
HK$’000 HK$'000
THET FHT
The PRC (country of domicile) AL (FTEEISR) 32,009,172 29,571,451
Thailand Z=H 310,092 284,960
United Kingdom [ 1,405,737 1,435,415
33,725,001 31,291,826
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

9. OTHER INCOME, GAINS AND LOSSES

HAWA - W REEE

Other income, gains and losses include:

AHHEREZ M SLA

Interest income from available-for-sale

HA ~ KsEmREE

2014
I
HK$°000
TR

0.

HK$'000
FHBTT

ECE

investments 272,114 177,350
Interest income from bank balances and cash ~ $R1748 RIS 2 K A 35,909 29,199
Interest income from entrusted loans ZREFRZFBWA 116,737 34,408
Dividends from available-for-sale investments At HERE 7 IR & 73,982 112,151
Unrealised loss on fair value changes of AINERIE L2 AT EEE
foreign exchange forward contracts E4Ez REHER (6,779) -
10. FINANCE COSTS 10. MERA

Interest on bank borrowings RITEEZFE

2014

2013
—F-MmF z

= *EE
HK$’000
FHET

HK$’000
TR

— wholly repayable within five years —BERRAFAEHEEBZEER 462,262 471,589
- not wholly repayable within five years —TERAFAZEEE
S 14,262 15,377
476,524 486,966
Less: Amount capitalised in the cost of B BEREEKAR
qualifying assets =& N o (31,529) (7,309)
444,995 479,661

Bank borrowing costs capitalised during the year includes the bank
borrowing costs of HK$25,888,000 (2013: nil) arose from a bank
borrowing specific for the property development project and bank
borrowing costs arose from the general borrowing pool which were
calculated by applying a weighted average capitalisation rate of 0.9%
(2013: 1.6%) per annum to expenditure on qualifying assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

11.

y
INCOME TAX EXPENSE 1. TEHAX
2014
—E—F =
HK$’°000 HK$’000
FET FHET
The amount comprises: HIBELE
Hong Kong Profits Tax HANEH
Charge for the year REFZHIAZH 11,013 10,902
Overprovision in previous years B FEmERE (132) -
10,881 10,902
PRC Enterprise Income Tax RS
Charge for the year REF 2 HIAZH 278,807 309,164
Overprovision in previous years BEFEBERE (3,393) (1,822)
275,414 307,342
PRC LAT R A (Y 43,171 -
Taxation arising in other jurisdictions Efth RLARER 2 Fi18 4,477 9,001
Withholding tax on distributed profits of FREEEARE DR
PRC entities FE BN 19,401 11,326
Deferred taxation (note 32) FEIERIIA (MI5E32) 339,271 269,779
692,615 608,350

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

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% from 1 January 2008 onwards.

The provision of LAT is estimated according to the requirements
set forth in the relevant PRC tax laws and regulations. LAT has
been levied at progressive rates ranging from 30% to 60% on the
appreciation of land value, represented by the excess of sales
proceeds of properties over prescribed direct costs. Prescribed
direct costs are defined to include costs of land, development and
construction costs, as well as certain costs relating to the property
development. According to the State Administration of Taxation’s
official circulars, LAT shall be payable provisionally upon sales of
the properties, followed by final ascertainment of the gain at the
completion of the properties development.

EBFERBINESF 2 (A ERFUE T
Wi%16.5% 2 FEEFTHE -

BB EARKMBEEMETE]
(TRERAEPED RERGD - B=F
ZENF-A—HRKB - @A EKE
RAZERFEHBRER25%

AHRLHIRER BB EREETER
ERBAIBRMEE - HLHIBES
BRBMEHEBANEEEEEK
RIABEREFAD Z=TENTEE
B LMIRER - HEEBBRKATER
THRA - BRFZEKA - RHEAMRE
REEZRRNKAR - ZREXHELD
ZEARE  HERTHEDHLE
BR - HEEERTHES ERMEK

N2
ZS o
I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

11. INCOME TAX EXPENSE (ontinue) 11.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the relevant jurisdictions.

Taxation for the year can be reconciled to the profit before taxation as

Fri8 8B X )

Hib B AR 2 IRV IRB AR
ZERBERGHE

AN R 2 R B RR B AT A 2 $ Bk

follows: T~
2014 2013
—Z—mEF —T=F
HK$’000 HK$'000
FH&T THT
Profit before taxation MR FL R A 3,513,621 3,899,973
Tax charge at the domestic income LABI A S FT1S T 2 25%
tax rate of 25% (2013: 25%) (Note a) (ZE—=F : 25%)7TE 2
e IEEEY) 878,405 974,993
Tax effect of expenses not deductible for TR BR 2 R &
tax purpose 111,078 41,709
Tax effect of income not taxable for BARTIW S 2 B &
tax purpose (172,370) (274,324)
Tax effect of share of results of associates JEMEBE N EB G2 (44,239) (58,587)
PRC LAT B+ H IR (E R 43,171 -
Tax effect of PRC LAT B+ ER M2 (10,793) -
Overprovision in respect of prior years BT R RS (3,525) (1,822)
Tax effect of Tax Concession (Note b) MG EBE RS Z (M5Eb) (66,596) (36,886)
Tax effect of tax losses not recognised RPHERTHEERB 2 RGTE 75,939 78,329
Utilisation of tax losses previous not recognised &) LA{E R R 2 1B K18 (5,994) (3,589
Effect of different tax rates of subsidiaries BRI EFTSE RN -
operating in other jurisdictions/areas RE A R ERE R[S A
other than the domestic income tax rate WEBARZ NRBER 2 (15,638) (18,729)
Tax exemption (Note c) B R (MisEc) (116,176) (104,020)
Withholding tax (Note d) FERL (M EEd) 19,401 11,326
Others Eith (48) (50)
Tax expense for the year REE 2 BBFHREZ 692,615 608,350

Notes: iz -

(@) The domestic income tax rate of 25% (2013: 25%) represents the PRC (a) NEEMBRBREBR(ZT—=
Enterprise Income Tax of which the Group’s operations are substantially F 1 25%) BAANEEKE D EBEFIER
based. REI RS -

(b) Pursuant to the EIT Law, a High-New Technology Enterprise shall be (o) BB EMRERE  aETcEEE

entitled to a preferential tax rate of 15% for three years since it was officially
endorsed. Certain subsidiaries of the Company in the PRC obtained official
endorsement as a High-New Technology Enterprise (“Tax Concession”).

(©) Profits arising from certain subsidiaries of the Company in Macau are

exempted from profit tax.

(d) The withholding tax represented the payment on the 5% withholding tax in

respect of the dividend income from PRC entities.

124 KINGBOARD CHEMICAL HOLDINGS LIMITED #5&E1{t T &

R RRARE R =FN16%HEE
B ATHTRMBARERERER
PRI (TRBESE] -

© ARRRFIZETHBARMEL
TR DRANTIEHR

(d) BB AT REREQRLEWRAZ
Z5%TEHITL °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

12. PROFIT FOR THE YEAR

12. NEEnR

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

Auditor’s remuneration

Cost of inventories recognised as expenses

Cost of properties sold

Depreciation of properties, plant and equipment

Net exchange loss (gain)

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

Impairment loss recognised in
respect of inventories
(included in cost of sales)

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

Gain on disposal of prepaid lease payments

Release of prepaid lease payments

Total staff costs, other than share-based
payments (including Directors’
emoluments, see Note 13)

REREN D EME (L)
IATIER -

Gl

HER RN ZFERA

BEEWEMA

M - BB RRBITE

B 3L R 1R (s ) 3

FhE 5 e R TR AER 2
RERR(EFATRER)

FF EHER 2 BEEE
(FTASHERA)

HERIMENE - BER
B2 EE

HEFEMEERE 2 W

TENFRE A Z B

8 TR LEE (AR D =
FBRIN) - BIEESHE
(RBKIEE13)

2014
—E-ImF
HK$’000
FEx

HK$’000
THATT

13,050 13,050
30,101,633 29,105,569
1,856,336 -
2,321,389 2,275,230
9,544 (66,570)
14,774 194,030
6,404 3,793
27,935 1,798

- (4,563)

30,129 30,910
2,548,983 2,265,523

13. DIRECTORS’, CHIEF EXECUTIVE’S

13.

AND EMPLOYEES’ EMOLUMENTS

(a) Directors’ emoluments
The emoluments paid or payable were as follows:

E= - THRIBRES
<

(@ EEM:
ERTSER 2 Be T

2014
—E—-lmF
HK$’000
FHET
Fees e 1,404 1,257
Other emoluments: Hibfg :
Salaries and other benefits e REAER 16,861 17,291
Contributions to retirement benefits EAREFIE B
scheme 703 748
Performance related incentive payment TERIIIEEIFHRIEA 79,060 87,220
Share-based payments LA S 3k 3,163 17,969
101,191 124,485
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

13. DIRECTORS’, CHIEF EXECUTIVE’S
AND EMPLOYEES’ EMOLUMENTS

(continued)

(@) Directors’ emoluments (continued)
The emoluments paid or payable to each of the thirteen (2013:
thirteen) Directors, including the Chief Executive, were as

follows:

Fees e
Qther emoluments: Efis
Salaries and other EeREM

Cheung
Kwok
Wing

HK$'000
TR

Chan
Wing
Kwan
Rx&
HK$'000
TER
(Note i)
(M)

Cheung
Kwong
Kwan
RRE
HK$'000
Thn

Chang
Wing
Yiu
Wi
HK$000
Tin

Ho

Yin
Sang
#E
HK$'000
TEn

13. EE - THAERRES

CAC)

(@ EEM2Hm)
ENEENt+=2(=F—=
F:H=R)EF(BHETHRAE
B zM2mT

Year ended 31 December 2014
HECR-META=T-ALER
Mok Lai
Cham  Chung Tang Cheng Tse

Cheung
Wai Lin,
Stephanie
REE
HK$'000
T

Chen
Maosheng
R
HK$'000
TER

Cheung
Ka Shing
RER
HK$'000
TEn
(Note )
(GE)

Hung, Wing, King ~ Wai Chee, Kam
Chadwick ~ Robert  Shing Christopher Hung
EEE  REIR HEA 0 BAT @Bk
HK$'000 HK$'000 HK$000  HKS'000  HK$'000
Tér TRn TEn TER @ TER
(Note i)
(GiEd)]

- 204 360 480 360 1,404

benefts &l 2,751 1,09 2,613 2,613 2,475 1,562 1,443 400 1,909 - - - - 16,861
Controutions to RiNERE
retirement benefts #3
scheme 121 - 121 121 114 n 67 20 61 - - - - 703
Poformancerelated  THERBZE
inoentive payment Fi]
(Note i) (i) 22,000 - 12400 14400 12400 11,600 1,660 4,600 - - - - - 79,060
Share-based payments  IARHF/A,
i3 521 - 49 489 49 49 - 191 489 - - - - 3168
Total emoluments Heag 25,405 109 15623 17628 15478 13723 3,170 5211 2,459 204 360 480 360 101,191
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

13. DIRECTORS’, CHIEF EXECUTIVE’S 13. EX - THERKES

AND EMPLOYEES’ EMOLUMENTS <€
(continued)
(a) Directors’ emoluments (continued) (a) EEME(®)

Year ended 31 December 201

Cheung Cheung  Chang Cheung Mok Cham  Chung Tang Cheng Tse
TS Nng  Kwong Wing  HoYin  Wailin, Chen Hung, Wing, Henry King ~ Wai Chee, Kam

N t Kwan Yiu Sang  Stephenie  Maosheng  Chadwick  Robert IE Shing ~ Christopher

FRE s KB ¢ BE8 BA

HK§000 HKS000  HK$'000 HKS000 HKS000  HKS'000  HKS000 HK$000  HKS000 HK$000  HKS000  HKS'000
T T T TR T T T TER TER TR

(Note )

Fees ok - - - - - - - - 204 63 150 480 360 1,207
Other emoluments: s
Salaries and other FeRit
bengfts & 2,751 1,09% 2613 2613 24715 1,563 1,403 2,178 - - - - - 1701
Contboutons to RINETRTE
refirement 5
benefts scheme 127 - 121 121 114 7 65 128 - - - - - 748
Poformancerelated  THERBZE
incentive payment 0
(Note i) (Bishii) 22,000 6360 12400 12400 12,400 7,600 1660 12400 - - - - - 8220
Share-based payments  IARHF/A,
i3 3,184 - 2% 29 2%T 28T - 0% - - - - - 1799
Total emoluments Heag 28,062 7455 18,091 18,091 17946 12192 3128 18283 204 63 150 480 360 124,485
Notes: e -
[0) Mr. Cheung Ka Shing was appointed as a director of the [0} ZE—NMENA—H ' KR
Company and Mr. Mok Cham Hung, Chadwick and Mr. Chan MEEEZEABARQAE
Wing Kwan resigned and retired respectively on 1 August 2014. = i B HE S A R BR KR

SRS BIBHEELRAE -

(ii) Mr. Tang King Shing was appointed as independent non- (ii) HEREERZT—=FN
executive director of the Company on 1 August 2013 and Mr. A—BEZEARRARBEL
Henry Tan retired as independent non-executive director of the FERITES - R=FELEER
Company on 6 May 2013. —E-=FRANBERER

RAVBMIFITES -

(iii The performance related incentive payment is determined with (i) TEXRBREBEBFRIELZ
reference to the operating results, individual performance and EZMEFE2EEEE -
comparable market statistics during both years. BARE R EBRTSEERM

B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

13. DIRECTORS’, CHIEF EXECUTIVE’S
AND EMPLOYEES’ EMOLUMENTS

(continued)

(b)

(c)

Chief Executive’s emoluments

Mr. Chang Wing Yiu is also the Chief Executive of the
Company and his emoluments disclosed above include those
for services rendered by him as the Chief Executive.

Neither the Chief Executive nor any of the Directors had
waived any emoluments during the years ended 31 December
2014 and 2013.

Employees’ emoluments

For the years ended 31 December 2014, four (2013: four) of
the five highest paid employees are Directors and the Chief
Executive.

The emoluments of the remaining one (2013: one) individual
was as follows:

13. EE - THARKRES

(%)

(b)

(c)

THAEBME
BOKBEETMRARRBITHRAE
2 HMER EXXRE - gat
REEBITHARMREHRZR
% o

THESSIMNEEHENES
TE-NER-E-=F1t"A
=t+—HIFEREEMHE -

EEME
BE-T-WF+-A=1+—H
EEE Ha(ZF—=F: 1
B)BRBHFALZHHHEER
THAEE, -

BRI meFALT—REE(ZE
—=F: —R)FIWT :

2014 2013

—E—ImF —T—=F

HK$’000 HK$'000

FHET T

Salaries and other benefits e REMET 2,682 2,682
Contributions to retirement benefits scheme R FzH 2] X 124 124
Performance related incentive payment TERIFEENETE 15,900 15,700
Share-based payments LARR R FE A5 3K 266 1,615
Total emoluments B¢ 42 %8 18,972 20,121

During the year ended 31 December 2014 and 2013, no
emoluments were paid to or receivable by the Directors or
the Group’s five highest paid individuals, including Directors,
as an inducement to join or upon joining the Group or as
compensation for loss of office.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 & =%

14. DIVIDENDS

—E+ZA=+—HLFE

14,

2014
I
HK$’000
TR

HK$'000
FHBTT

Dividends declared and paid ER&IKERE
Interim dividend for the year ended —E—MmFE+=A=+—H
31 December 2014 of HK20 cents Jtifijﬁﬁﬂx SR mR
(2013: HK10 cents) per ordinary share 20 I( == —=4F - 10/4L) 205,120 102,560
Special dividend for the year ended HE—T—= ¢+ A=+—H
31 December 2013 of HK20 cents IEFE 2RI S ER T @
(2014 nil) per ordinary share 208 M(==—M4F : 8F) - 205,120
Final dividend for the year ended 31 December #HZE —T—=F+_-A=+—H
2013 of HK20 cents (2013: final dividend \FFE 2 RER B SRR Ak
for 2012 of HK42 cents or HK35 cents 208 =ZE—=5F -
after adjusting for the bonus share issue ZE - FRERE42ENS
in 2013) per ordinary share SR - =R BB
#357811) 205,120 358,960
410,240 666,640

Dividend proposed

Proposed final dividend for the year ended
31 December 2014 of HK30 cents
(for the year ended 31 December 2013:
HK20 cents) per ordinary share

i_u#h 2=

2ERE

—MmFE+=A
=t Elﬂziriﬁﬁﬂﬂxgtﬁﬁ

2014
—E2-ImF

HK$’000
TR

HK$'000
FHT

TER0BI(EHE_T—=F

TZA=+—HILFE:

20/841) 307,680 205,120
The final dividend of HK30 cents (2013: HK20 cents) per ordinary EEERMEBEE T —WNFE+ A
share amounting to HK$307,680,000 (2013: HK$205,120,000) in =+—H Jti&‘/}ﬁé?ﬁ/ﬁﬂﬂx,%ﬁx%
respect of the year ended 31 December 2014 has been proposed BARS0BI(=Z —:i : 20“ 1UJ)
by the Directors and is subject to approval by the shareholders of the & #307,680,000/% T ( — =F:
Company in the forthcoming annual general meeting. 205,120,00078 7T ) + MEZAR $ AR

REEBEAFASHE - TAIEE -
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AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

15. EARNINGS PER SHARE 15. BRER

The calculations of the basic and diluted earnings per share RATEEANELHBREARANEERF
attributable to the owners of the Company are based on the following BTy EUETE -
data:

2014 2013
—E-IF =

HK$°000 HK$’000
FHT T

Earnings for the purpose of calculating basic HEGRERANRESRN AT
and diluted earnings per share 2,536,800 2,961,409

Number of shares

g -4=

2014
—E-IF

Weighted average number of ordinary shares ~ sTEESRER L EERT|

for the purpose of calculating basic and LB NRE I ER
diluted earnings per share 1,025,600,236 1,025,600,236
The calculation of diluted earnings per share for the years ended 31 REBE-Z-—NFER-ZF—=F+=A
December 2014 and 2013 did not take into account the effects of =+—RALFER  FTEFREERT
share options of the Company and KLHL as the exercise prices of FRP i E AN B REBERER 2 E AR
the outstanding share options were higher than the average market TEZEXERE REE-Z—HF
prices of the Company’s and KLHL'’s shares during the years ended FZE—=F+_A=+t—HILFE"
31 December 2014 and 2013. KRR NGEBERBERZ MARITHELE
f#E 7 T BB ARG IS FIE
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

16.

INVESTMENT PROPERTIES

16. REYHE

HK$'000
T

FAIR VALUE NE

At 1 January 2013 R-Z—=F—HA—H 5,743,663
Exchange adjustments PE 5, 3% 154,959
Additions NE 271,376
Transfer from properties, plant and equipment (Note (a) BB Y%  BE & EE (M) 121,010
Transfer from prepaid lease payments (Note (a)) s A TR ERIE (@) 2,342
Increase in fair value N{EE N 1,406,679
At 31 December 2013 R-_ZE—=F+-"HA=+—H 7,700,029
Exchange adjustments P& H (96,284)
Additions NE 4,307
Transfer from properties held for development (Note (b)) % B 13 R W% (M3 (b)) 1,203,256
Increase in fair value NFEE N 1,381,549
At 31 December 2014 RZE—NFE+_A=+—H 10,192,857

Notes:

(@) During the year ended 31 December 2013, the Group changed the use
of certain of its leasehold properties and rented them out to independent
third parties for rental income. Upon the transfer from properties, plant
and equipment and prepaid lease payments to investment properties,
these properties were revalued at fair value with a gain on revaluation of
approximately HK$5,142,000 (2014: nil), which has been credited to the
property revaluation reserve.

(b) During the year ended 31 December 2014, certain completed properties
held for development were reclassified to investment properties upon
change in use as evidenced by commencement of operating leases with
independent third parties (see note 27).

During the year ended 31 December 2014, the Group recognised
gain on fair value changes of investment properties amounted
to HK$1,381,549,000 (2013: HK$1,406,679,000). The fair value
of the Group’s investment properties at the date of transfer from
properties, plant and equipment and properties held for development
to investment properties during the years ended 31 December 2013
and 31 December 2014, and as at 31 December 2014 and 2013 had
been arrived at on the basis of a valuation carried out on that date
by Messrs. Roma Appraisals Limited, independent qualified valuers
not connected with the Group. Messrs. Roma Appraisals Limited is a
member of the Hong Kong Institute of Surveyors. The valuation was
determined based on direct comparison method by reference to the
market observable transactions of similar properties and adjusted to
reflect conditions and locations of subject properties.

(a) HE-_ZT—=ZF+-A=+—HLHF
B AEEREETHEAMERS I
PHRFBIE=H  NESHESUWA -
ERYE - BEREHEARBNRER
BREBEIREAYER - ZEWERD
FEER - EHRELAS5,142,0007
TL(ZZ—MF 85)  CatAYEE
b -

(b) HE-_Z-—MF+_A=+—HIF
B EEBYE = FREEENER
MAGZE T B TRERROERTY
EEHMHBEREMR (A7)

HEZZ—MOF+-_A=+—HIFE
N AEEERREMEAFEZ K
%5 41,381,549,0008 L (— T — =4 :
1,406,679,0008 7T ) ° A&EE 2 EY
¥REE—_T—=F+-_A=+—A8H1t
FEMBE-Z—NF+-_A=+—H
IFFERYE  BERRBURGER
MEBREZREMENBHRRER=Z
—OERZZE—=F+=-A=+—HZ
ANEENEAANEEWEBE Y BLE
ERGEEMESEERTEERAR R
ZABITHEZ EEER - BEREKT
HERARABBIZEMEBEEE - 2
RAEETI2EEBUME 2 ATBRTISER
SUBELEAET WA ARBRATS
MR G RALE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

16. INVESTMENT PROPERTIES (continued) 16- ?ﬁﬁ%%(%)

The Group’s investment properties were classified as Level 3 of the RZZE—NMFE+_A=+—H A&EH
fair value hierarchy as at 31 December 2014. There were no transfers ZIREMEIBRRE=ZBRAFEER -
within the fair value hierarchy during the year. FRW BN TFEER 2 B2 E% -

The following table gives information about how the fair values TEHIZEREYE s N FHEET
of these investment properties are determined (in particular, the FHR(LERFTBREERNMN X #E A
valuation technique and inputs used), as well as the fair value B) UEREAFEFEEABESNR]
hierarchy into which the fair value measurements are categorised DEBREEAEMNATES=ENHE
(Level 1 to 3) based on the degree to which the inputs to the fair value (BF—ZE=B)NFEESH -

measurements is observable.

Investment properties
held by the Group in the

consolidated statement Fair value Valuation techniques Significant unobservable
of financial position hierarchy and key inputs inputs Sensitivity
fRE MR R (CEREESFITPS BATNAEE
TEERFE2REME ATFESER FEHARE A BUE BRRE
Industrial properties in Level 3 Direct comparison Price per square metre, A significant increase
Hong Kong method with price using market direct in the price per square
per square metre comparable and taking metre used would
into account of location result in a significant
and other individual increase in the fair value
factors such as road measurement of the

frontage, size of property  investment properties,
etc., which is ranged from and vice versa.
HK$36,134 to HK$38,750

(2013: HK$36,371 to

HK$38,750) per square

metre.
REBH IR E= BEELBUEREGT AR RAMSEZULEYE SFIREBKELA
&E RERMEBARAME  HEBIREMENDT

RIAZRE (EREER -  EiEABLEA R2
MEXNZ)NEGFEFTK TR

EE - 1 T386,1348 7T

238,750 (= E—=

F: NF386,371ETE

38,750/87T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

16. INVESTMENT PROPERTIES (continued) 16- ?ﬁﬁ%%(%)

Investment properties
held by the Group in the
consolidated statement
of financial position

fre PR RS
REBERFE 2IREME

Fair value
hierarchy

Valuation techniques
and key inputs
LIPS

F 28 AR

Significant unobservable
inputs

BERTHEHE

i A BUE

Sensitivity

RNFHEEFR

Commercial properties in - Level 3 Direct comparison Price per square metre, A significant increase
Hong Kong method with price per using market direct in the price per square
square metre comparable and taking metre used would
into account of location result in a significant
and other individual increase in the fair value
factors such as road measurement of the
frontage, size of property  investment properties,
etc., which is ranged from and vice versa.
HK$46,339 to HK$49,858
(2013: HK$45,295 to
HK$51,042) per square
metre.
NEENEAME g BEELBEREBT IR KATSEEATLEYE SFHRKERARE A
EE REBMEAREME  SEBREMENRT
RPIRZRE (NERETEK «  BFFEXELA - Rz
MERNE)NEGFHAR TR
18+ 11 746,339% T
49,858 L(—E—=
F : N F45,2958 %
51,0428 7T) °
Commercial properties in -~ Level 3 Direct comparison Price per square metre, A significant increase
Hong Kong method with price per using market direct in the price per square
square metre comparable and taking metre used would
into account of location result in a significant
and other individual increase in the fair value
factors such as road measurement of the
frontage, size of property investment properties,
etc., which is ranged and vice versa.
from HK$122,386 to
HK$128,650 (2013:
HK$121,352 to
HK$131,632) per square
metre.
REBNEAME FE=H BEELBEREGT AR RATSEEATLREDE SFHRKEEAELLA
EE RERMEAREAMER SEBIREMENLTF

E=%(EREEE - !
EXNNFE)NEFEFKE
& NF122,3868LE
128,650/ (ZE—=

F N F121,35280E
131,632/87C) °

EtERELT  R2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

16. INVESTMENT PROPERTIES (continued) 16- ?ﬁﬁ%%(%)

Investment properties

held by the Group in the

Valuation techniques
and key inputs

T ERT &

=+ Zig AHR

Significant unobservable
inputs

BEATAE

HABUR

Sensitivity

consolidated statement Fair value

of financial position hierarchy

fre BB RS

REBRIFBEZIRENME ATESER

Commercial properties in - Level 3
Shanghai

® e A E=4

Commercial properties in - Level 3
Guangzhou

REMNEE R E=4

Direct comparison
method with price per
square metre

BREEBEREG TR
EE

Direct comparison
method with price per
square metre

BERLEERET K
EE

134 KINGBOARD CHEMICAL HOLDINGS LIMITED #5&E1{t T &

Price per square metre,
using market direct
comparable and taking
into account of location
and other individual
factors such as road
frontage, size of property
etc., which is ranged
from RMB28,000 to
RMB30,490 (2013:
RMB28,400 to
RMB30,000) per square
metre.

HAMSEZERAI LB
K EALE LA R E A E B
Exi&(NREEE - W
ERNE)NFF I RE
B T FAR¥28,0007T
= AR™30,4907T
(ZB—=F N F
AR#28,4007TF
AR¥30,0007T) °

Price per square metre,
using market direct
comparable and taking
into account of location
and other individual
factors such as road
frontage, size of property
etc., which is ranged
from RMB16,500 to
RMB22,764 (2013:
RMB16,500 to
RMB22,500) per square
metre.

HAMSEZERAI LB
22 B E A E A E B
FEZ= & (ERETEEK -
MERNE)NEF K
BB NTFARE
16,5007TE AR #22,764
T(ZE—=F : NTF
AE#16,5007TE
AR®ED2,5007T) °

A significant increase
in the price per square
metre used would
result in a significant
increase in the fair value
measurement of the
investment properties,
and vice versa.

SR BIRAR LT
BEHREMENAT
EEHRAELF - RZ
I -

A significant increase
in the price per square
metre used would
result in a significant
increase in the fair value
measurement of the
investment properties,
and vice versa.

B IRER KR LT
HEHIREMENRF
EFffERELET Rz
TRER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

16. INVESTMENT PROPERTIES (continued) 16- ?ﬁﬁ%%(%)

Investment properties
held by the Group in the
consolidated statement
of financial position

fre PR RS
REBERFE 2IREME

Fair value
hierarchy

Valuation techniques
and key inputs
LIPS

F 28 AR

Significant unobservable
inputs

BERTHEHE

i A BUE

Sensitivity

RNFHEEFR

Commercial properties in  Level 3 Direct comparison Price per square metre, A significant increase
Shenzhen method with price per using market direct in the price per square
square metre comparable and taking metre used would
into account of location result in a significant
and other individual increase in the fair value
factors such as road measurement of the
frontage, size of property  investment properties,
etc., which is ranged and vice versa.
from RMB14,500 to
RMB14,800 (2018:
RMB14,500 to
RMB14,800) per square
metre.
FORYIE R A2 =% HEELMBUEREGTIRK KATMSEZEULEYE SEFKERAELA
EB NERAEAREAMER  yamg gy T
FEx&(EREER - Y mrexErd R
ERNE )BT RKRE TR o
& NFARE14500T
2= AR#14,8007T
(ZZ—=F : N TA
R#14,500E AR
14,8007T) °
Commercial Shops in Level 3 Direct comparison Price per square metre, A significant increase
Qingyuan method with price per using market direct in the price per square
square metre comparable and taking metre used would
into account of location result in a significant
and other individual increase in the fair value
factors such as road measurement of the
frontage, size of property investment properties,
etc., which is ranged and vice versa.
from RMB12,300 to
RMB12,500 (2018:
RMB10,000 to
RMB10,260) per square
metre.
NEPEL L E A =% HELEEREBFER K KAMSEEAILEYE ST REBRKELA
&E RZEBMEAREMER HEFREVMENRT

FE%(INREER !
EXNF)NFFETAKE
& N TAREE12,3007T
= AR#12,5007T
(ZB—=F : NF
AERE10,000TE
AR#10,2607T) °

EHEAELT R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

16. INVESTMENT PROPERTIES (continued) 16- ?ﬁﬁ%%(%)

Investment properties
held by the Group in the

consolidated statement Fair value Valuation techniques Significant unobservable
of financial position hierarchy and key inputs inputs Sensitivity
fre BB RS (AT & BEANAE
REBEFBEZRENWE ATESHR FEHARE HABUR
Commercial properties in - Level 3 Direct comparison Price per square metre, A significant increase
London method with price per using market direct in the price per square
square metre comparable and taking metre used would
into account of location result in a significant
and other individual increase in the fair value
factors such as road measurement of the

frontage, size of property  investment properties,
etc., which is ranged from and vice versa.
GBP5,551 to GBP9,114

(2013: GBP5,719 to

GBP8,956) per square

metre.
INGESGOESIEE/ES FE=H BELEERETRRK HAMSEELEYE ST RERBRKELA
&8 RERMBARAAME  HEBUREMENLT

PIRZ%(NRAEE - EffEXELA - k2
MERNE)NFFERK TR

BB N 5551 HEE

91148 E(ZTB—=4F
IJ5, 7195 £2 58,9561

) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE
16. INVESTMENT PROPERTIES (ontinueq) 16.

All of the Group’s property interests held under operating leases
to earn rentals or for capital appreciation purposes are measured
using the fair value model and are classified and accounted for as
investment properties. In estimating the fair value of the properties,
the highest and best use of the properties is their current use. There
has been no change to the valuation technique during the year.

One of the Group’s investment properties of HK$1,560,000,000
(2013: HK$1,560,000,000) has been pledged to secure banking
facilities granted to the Group.

The carrying value of investment properties shown above comprises:

REWHE =

A EE AR S X E A ELIRIEE
BRORE 2 NEREN 9
ATEEREHE - THERIERED
% o EEHMEHATEE - BERRE
MR ALRA MR o FRBELE
Bl 2 B -

KEBEMRAF —188EE
1,560,000,0008 T 2 I EWME(ZZ
— =4 : 1,560,000,000/87C) * LATER
RITRLE ©

VA EFIRR B ZERE AR

2014
—E—NE
HK$’°000 HK$’000
FTHET FATT
Property interests situated in BRI EARERREZ
Hong Kong under: VIR
Medium-term lease FRERFR 4 1,599,410 1,599,410
Long lease KHFAD 275,001 274,385
1,874,411 1,873,795
Property interests situated outside ETYIFRLR BB LA
Hong Kong under: A2 ks
Medium-term lease FRERFR &Y 4,312,983 4,326,295
Long lease KHIFED 4,005,463 1,499,939
8,318,446 5,826,234
10,192,857 7,700,029
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A

GRa B RAR M

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

17. PROPERTIES, PLANT AND EQUIPMENT

17. V¥ - BRERKRE

Properties,
plant and
Furniture, equipment
Freehold Leasehold Plant and Licenced  fixturesand Transportation under
lands Buildings  improvements machinery assets equipment equipment  construction Total
XX b RE i - YR
ERLH £ NEEE  BRREE EREE  ERRR EhRE  BRRRE &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T Tén iR T Tén Thn TER T
(Note i)
(i)
COsT HA
At1 January 2013 K=F-Z5-f-R 54,296 3,106,845 929,641 22,968,282 2,441,654 1,365,260 320,115 1,446,959 32,623,062
Exchange adjustments EiRE 2 18,864 4507 626,79 76,613 4450 3613 40,730 815,664
Addtions HE - 5,665 34,448 904,574 - 147,550 12,299 476,819 1,581,365
Disposals and wrte off HERME - (1,400) (30,736) (178,760) - (22133 (26,632) (33,460) (293121)
Reclassfications A8 - 97,660 104,490 931,422 - 6,640 182 (1,140,394) -
Transferred to invesiment BRERE
properties (Note () NEHH) - (120969) - - - - - - (120969)
At 31 December 2013 RZF-=5+ZA=1t-R 54317 3,106,665 1,042,350 25,252,314 2,518,267 1,631,837 309,577 790,654 34,605,981
Exchange adjustments EjEx (316) (5,643) (4,583) ([t9,876) 8.427) (4,563) (499) (38%) (17.801)
Addtions hE - 3,024 24,653 648,219 - 46,624 12,114 1,337,097 2,071,731
Disposals and write of HERHH - (528) (2800) (700,555) - (13096) 160,010) (25,445) (902.434)
Reclassfications R - 12,085 19712 1,278,061 - 40716 1,351 (1,351,925) -
At 31 December 2014 RZE-ME+ZA=+-8 54,001 3,115,603 1,079,332 26,428,163 2,509,840 1,601,518 162,533 746,487 35,607,477
DEPRECIATION AND IMPARMENT S ERBE
At1 January 2013 R-F-Z5-5-A - 573,401 321,989 10,597,063 1,642,074 576,569 185,130 - 13,896,216
Exchange adusiments ERaR - 4,994 2,589 34317 53,691 16,641 2,042 - 405,174
Provided for the year KERERE - 9,980 7060 1812378 136,705 123303 28,804 - 200500
Eliminated on dlisposals and write off (1 % £ 8 38 - (110) (21,409) (104,969) - (19,535) (21,402) - (167,419)
Eliminated on transfer to investment ~ BAZRENZRFH#
properties (Note (]) (GE) - (4961) - - - - - - (4,961)
At 31 December 2013 RF-=F+2A=t-A - O03M 3020 16BTB 18240 GO 195474 - 16404240
Exchange adjustments ERER - (1477) 2,698) 3,986) (5,641) (1,176) (311) - (15,289)
Provided for the year KERAR - 25,003 T4 1953444 19710 127874 20,564 - 231389
Elminated on disposals and write off ~ (HEE TR - - (1,14) (644,392 - (11,404 (110622 - (767,559)
Impaiiment loss recognised in RE&EAZAERE
proft orloss (Note i) (P3Eqh) - - - 303074 - - - - 303074
At 31 December 2014 RIF-ME+ZA=+-H - 693,850 449,164 14,236,925 1,946,539 812,212 107,105 - 18,245,855
CARRYING VALUES KEE
At 31 December 2014 RIE-ME+ZA=+-H 54,001 2,421,753 630,168 12,191,238 563,301 789,246 56,428 746,487 17,461,622
At 31 December 2013 RZF-=%+-A=1-R 54,317 2,436,361 662,121 12,623,529 685,797 834,869 114,103 790,604 18,201,741
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

17. PROPERTIES, PLANT AND EQUIPMENT  17. % - BEKRHE

(continued)

The above items of properties, plant and equipment other than those MREZWE  BWELZREIN - Loty

under construction are depreciated on a straight-line basis after taking 2 BENMESEEE T REFSGEE

into account of their residual values at the following rates per annum: BUANBHGEEL NI FE L RHIRT
B
Freehold lands Nil K AEREL M RAE
Buildings* Over the remaining unexpired g g el sk OINES S S
terms of leases from twenty to SEERYEHEIR 20
fifty years ZE50ERE

Leasehold improvements 10 - 20% it ok ESA3 10-20%

Plant and machinery* 10 -20% B N i gs 10 - 20%

Furniture, fixtures and equipment 10 - 33'/;% Ffh - EEREE 10- 33"/, %

Transportation equipment* 10 - 20% R 10 - 20%

* Included those grouped under licenced assets. * BIEGARREAEEHE

At 31 December 2014, the Group’s freehold lands of HK$54,001,000 RZE—NE+_R=1T—H K&

(2018: HK$54,317,000) are situated outside Hong Kong. H#H54,001,0008 T (ZF—=4:

54,317,000/8 7T ) K A EE#E LI N
FEIELD o

Notes: B EE -

[0} During the year ended 31 December 2013, the Group changed the use (i) BE_T—=F+-A=t+—HLHF
of certain of its leasehold properties and rented them out to independent B REEREETHOVERS I
third parties for rental income. Upon the transfer from properties, plant and HRFELE=T - NWESHSKA -
equipment to investment properties, these properties were revalued at fair WARAE  ERYE - BERRET
value with a gain on revaluation of approximately HK$5,002,000 (2014 nil), BEESREVER  ZEWERQTE
which has been credited to the property revaluation reserve. B - EfEREEX55,002,0008 (=

T—NE RA) Bt AMEEHRF
W o

(i) The Group had consolidated certain of its production facilities in the PRC (i) BE_FT-—NF+-A=+—HLHF
during the year ended 31 December 2014. As a result of the consolidation, [E - AEEEETHEEERMSAA
certain plant and equipment with a carrying value of HK$18,517,000 IR - ARG A AR - BETHERR
were identified to be fully impaired. In addition, during the year ended 31 # (ARM{E 518,517,000/ 70) B A A
December 2014, the Group has closed down a natural gas based methanol ZHORE - W BEZF-NFE+—
plant in the PRC, due to its poor operating results. The carrying value of the RA=1t—R1t%E  NEERFPE—
plant and equipment of HK$284,557,000 in relation to this operation were BAARKTER RESHELEXE
fully written off as an impairment loss during the year. REE - BRZFEBHOERE R &E(RHE

{8 /4284,557,00048 7C) ERF A E
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iR A B R T

For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

17. PROPERTIES, PLANT AND EQUIPMENT 17. % - BER %R #H «

(continued)
Notes: (continued) izt : (8)
(iii Details of licenced assets: (i) BEGREERS

Plant and Transportation
Buildings machinery equipment Total
g : B At

HK$'000 HK$'000 HK$'000
T BIT 87T FHT

COST 2%
At 1 January 2013 HN-Z—=F—H—H 360,344 2,071,734 9,576 2,441,654
Exchange adjustments TE 3 7% 11,307 65,006 300 76,613
At 31 December 2013 RZE—=F+—A8

=+—H 371,651 2,136,740 9,876 2,618,267
Exchange adjustments I X, % (1,244) (7,150) (33) (8,427)
At 31 December 2014 RZE—MFE+=A

=+—H 370,407 2,129,590 9,843 2,509,840

DEPRECIATION AND IMPAIRMENT  #78 R Rl{E

At 1 January 2013 R-ZZE—=F—HF—H 132,862 1,499,739 9,473 1,642,074
Exchange adjustments & 5 #H% 4,285 49,106 300 53,691
Provided for the year INEEJE R 7,331 129,271 103 136,705
At 31 December 2013 RZE—=%+=A

=+—A 144,478 1,678,116 9,876 1,832,470
Exchange adjustments R (454) (5,154) (33) (5,641)
Provided for the year AEE R 7,240 112,470 - 119,710
At 31 December 2014 RZZE—mFE+=A

=+—A 151,264 1,785,432 9,843 1,946,539
CARRYING VALUES REE
At 31 December 2014 R_ZT—MNE+—A

=t+—H 219,143 344,158 - 563,301
At 31 December 2013 R-Z—=F+_A8

=+—H 227,173 458,624 - 685,797
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

17. PROPERTIES, PLANT AND EQUIPMENT

(continued)

Notes: (continued)

(i)

Details of licenced assets: (continued)

On 3 August 2011, a subsidiary of Kingboard Copper Foil Holdings Limited
(“KBCF” or the “Licensor”) (KBCF is a listed subsidiary of the Group),
entered into a licence agreement with Harvest Resource Management
Limited (the “Licencee”), an independent third party, to licence KBCF’s
copper foil manufacturing facilities located at Fogang and Lianzhou to
the Licencee for the period from 1 September 2011 to 31 August 2013.
On 30 August 2013, the Licensor entered into a letter of extension and
amendments with Licencee and extended the licence period for a further
two years to 31 August 2015. The details of the licence arrangement which
remained unchanged, are as follows:

(@) to use the leasehold properties, comprising factory buildings in
Fogang and Lianzhou;

(b) to use, consume and dispose of the inventory which shall include
consumables and stocks in trade; and

(©) to use the machinery, together with all other equipment and
facilities as from time to time located at the properties in Fogang
and Lianzhou.

The licenced properties, plant and equipment tabulated above and
the licenced inventories in note 19 were licenced for licence income of
HK$10,000,000 per month payable in advance on the first day of each
and every calendar month, as a short-term measure by KBCF to generate
income from the manufacturing facilities, pending the resolution of the
interested party transactions issue, relating to the manufacturing and
trading of copper foil, with the non-controlling shareholder of KBCF (note
37) and the approval of the interested party transactions mandate by the
shareholders and/or when KBCF clinched new third parties customers for
the sales of copper foil. Accordingly, the licenced properties, plant and
equipment have been reclassified as licenced assets under properties,
plant and equipment.

The Group conducted a review of the recoverable amount of its licenced
property, plant and equipment based on valuation carried out by
independent professional valuer, Messrs. Roma Appraisals Limited. The
valuation is determined based on the value in use calculated using the
income approach. The discount rate used in measuring value in use was 7%
(2013: 7%). Based on the review, no impairment loss is recognised.

17. Y% > BERZHE =

BiEE : ()

(i)

EREEREERS (8

KZZE——%)/\A=H " Kingboard
Copper Foil Holdings Limited ([ KBCF |
[ REAN ) (KBCFARSEE—M £
MB AR/ — M E R R R A
BRARBLE=7) ([BEEADGT
SEREERG®E  NABERR =T ——
FNANA—RBREZT—=FNA=+—H
IEERR - IRAREME IR AL FAKBCFAL 7
B KB M A SN RLER M - KT
—=FNA=ZTA - FREARBEREA
RIVIEEAR(ERTE - SRR BERR
FEZT-RF/\A=1+—R - FiEE
FREABERENT -

(@ EREOME  BELR
il BB M 2 B

(o) ®R - FEARNERFE &
EHRMAESFE &k

(© MRS - RN R AL
M FEMN M EZ B E b &
1 B Rt

ERATEREAYE - BEREHER
M 19FT IR EE R F AR R E A
WA &% 10,000,000/ 7T + BRFEE
FABMEE A& AERN - EAKBCF
N eRe LS ONGOLSE ey
R EAKBCFIF IR AR TRIE R E
BERENAMNZEES RS EE (N
37)  URBEMEGFIEBEIRS
BHER,/SIKBCFRENE=HEFH
EINE - Al BREAVE - BER
RIBETHOLEAME - BERRBET
RIEEREE -

AR EIR BB H R (B2 S RIRET
BERRRREAETENEAEER
ApisE  BEREERYE K
B RBEHAIKRESHE - i EEAE
BERFTANTRERT%(ZT—=4F:
7%) ° RIFERER - WERERR
‘e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

18. PREPAID LEASE PAYMENTS 18. ENHEERE

Movements of prepaid lease payments are as follows: FENEEREZEBNT ¢
HK$'000
T4
At 1 January 2013 R-Z—=F—HA—H 1,054,118
Exchange adjustments PE H A 31,346
Additions NE 62,680
Transferred to investment properties (Note) BRI EYE (M) (2,202)
Disposals k= (67,971)
Charge for the year REFZH (30,910)
At 31 December 2013 R-_ZE—=F+-"HA=+—H 1,047,061
Exchange adjustments P& W & 2,121)
Disposals k= (7,834)
Charge for the year REEZ (30,129)
At 31 December 2014 RZE—NF+=A=+—H 1,006,977
All of the Group’s prepaid lease payments are prepaid for medium REE 2 HIENEERIEDREBFI
term leasehold land outside Hong Kong. PHEATE A b 2 TR FRIA ©
2014
—Z—-mF
HK$’°000 HK$’000
FH&T T
Analysed for reporting purposes as: MEmELITWT -
Current assets RENEE 27,799 28,135
Non-current assets ERBEE 979,178 1,018,926
1,006,977 1,047,061
Note:  During the year ended 31 December 2013, the Group changed the use of ek : HEZZT—=F+-A=+—HLFE
certain of its leasehold properties and rented them out to independent third A AEEREETHAOMERS - I
parties for rental income. Upon the transfer from prepaid lease payments HATFEIE=F - NESHESKA -
to investment properties, these properties were revalued at fair value with ERBNAENEFEREZRENE
a gain on revaluation of approximately HK$140,000 (2014: nil), which has B ZEWERQIATFEER  SHK
been credited to the property revaluation reserve. = 49 /3140,0008 T (ZZE—MEF : 8
A)  BEtAMESEREE -
The lease term over which the prepaid lease payments are amortised TR ERIBZN T 35F £250F ~EM
ranged from 35 years to 50 years. HREGY -

142 KINGBOARD CHEMICAL HOLDINGS LIMITED #5&E1{t T &
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

19.

20.

OTHER NON-CURRENT ASSETS

This represents inventories licenced to the Licencee (see note 17) for
the period from 1 September 2011 to 31 August 2015. Under the
licencing agreement, the licencee may use, consume and dispose
of the licenced inventories which include consumables and stocks
in trade. However, the Licencee is required to replace and return the
quantities of the licenced inventories used, consumed or disposed
of during the licence period to the Group at the end of the licence
period.

The licenced inventories have been classified as non-current assets as
it is probable to continue to licence the manufacturing facilities after
the expiry of the licencing agreement on 31 August 2015.

The licenced inventories used, consumed or disposed during the
licence period are secured by cash and bills receivables of a related
party of the Licencee, with a total receivable value of not less than the
value of the licenced inventories used, consumed or disposed of as at
the end of the reporting period.

GOODWILL

19.

20.

HtFERBDEE

WIR—E——FAA—BE_F—H
FNA=Z+—AREEREA(RME
17 ERNGEE - REREERHHE
BERBEARER AL LERELR
e ETEEZERNESEFE - R
i PR R EARE - EREAR
AAEEEE FRENEEERHED
B/ - FERHEMREERT S

=
= -°

HREEERAGER - —AFN\H
=+ —BEHMBERANEES - K%
ERFEEDRRIERBEE -

RIREEREER - A& 2 &E
ERFEHERBEA-BHEALTHR
& MEWERBFERR - AlkEaE s
RBEPHEEREEAEEA - A
EZREFERFE 2EE -

[k

HK$’000
TATT

CARRYING VALUE
At 1 January 2013, 31 December 2013 and
31 December 2014

BRMEE

R_E—=F—HF—H"
—E-—=F+-A=t-HBEK
—E-NE+-/F=+—H

2,288,149
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE
20- GOO DWI LL (continued)

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

For the purposes of impairment testing, goodwill has been
allocated to groups of CGU of laminates, PCBs and chemicals
business segments. At 31 December 2014 and 2013, the carrying
amounts of goodwill allocated to the CGUs of laminates, PCBs and
chemicals business segments were approximately HK$390,781,000,
HK$1,717,519,000 and HK$179,849,000, respectively.

The recoverable amounts of the laminates’, PCBs’ and chemicals’
CGUs have been determined based on a value in use calculation.
Goodwill is expected to generate cash flow for 50 years of remaining
useful life. To calculate this, cash flow projections are based on five
year periods financial budgets approved by Directors.

The key assumptions for the value in use calculations for the CGUs of
laminates, PCBs and chemicals business segments are as follows:

Laminates

FHRER

2014 2013
“E-mE —Z—=F

20.

BE

FRYERBRARMEL BB ZRE
BIAFBREDT

REENRTNE  BEESETREE
AR - EDRIAR R (L TEMBE
oA ZHEEELEEMAR - RZF
—NER-_ZE—=F+-_A=+—8%
B FEMEIR - EDRIAREIR RIE TE
mEBOBzREELEEMMARZE
EEM®ES 54 A390,781,000% 7T
1,717,519,000 & 7T K& 179,849,000 /&
5 e

ERmER - ERIRER R CTERZR
SEAEM 2 A RE SRR EBERR
HREE - FHRESRR T AFES
SOFEARTRE - RETEEREE"
REeREMBNKESMILEZ TFH
IHIRE BEE -

BIER - ARIARBER M E TERER
DEREELBN 2 EREEFEEZ
FEMRAOT -

PCBs Chemicals
EN R &R EEAR LIER

2014 2013 2014 2013

—F-mF —T-=F

Discount rate BipR 12% 12%

Growth rate (for year 1 to 5) BRE(125F) 4% 4%

The key assumptions are determined based on the unit’s past
performance and management’s expectations for the market
development and does not exceed the average long-term growth rate
for the relevant industries. The cash flow beyond the five-year period
are extrapolated using zero growth rate.

Since the recoverable amount of the CGU is higher than its carrying
amount, the Directors consider that the carrying amount of goodwill
at the end of the reporting period is not impaired.

Management believes that any reasonably possible change in any of

these assumptions would not cause the aggregate carrying amount
of goodwill to exceed their aggregate recoverable amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

21. INTERESTS IN ASSOCIATES 21. REFE QT 2=

—E—F =
HK$’°000 HK$’000
FET FHET
Cost of investments in associates REFE R E] 2 IE AR
Unlisted in the PRC R BZELET 969,671 211,230
Share of post-acquisition profits and other FEAE B 1R R K
comprehensive income, net of dividends Eh 2wk
received (BB WEE) 401,015 466,420
1,370,686 677,650
At 31 December 2014 and 2013, the Group had interests in the R=F-NFE E Fo=FT=A
=+—B  RAEEEBEATHE AR

following associates:

N2
zZs

I :

Place of Proportion of
establishment Equity interest held voting rights held
Name of associate and operation by the Group by the Group Principal activities
BIK AEERE
BenmER B AEBfTREIRE REELH TEXH
2014 2014
—Z-nmE —Z-mE
CNOOC Kingboard Chemical Limited*  PRC 40% 40% 40% 40%  Manufacture and distribution of
RERERE L IBRARY F methanol
BUER DT
LEeERBRERRAR PRC 49% 49% 49% 49%  Coal mining and distribution of
H coals
RxRFARRDH
B RER(RY) AR AT PRC 49% - 49% - Property developments and
H business management
MEBRREHER
# These companies were established in the PRC in the form of Sino-Foreign # I FERADARINEEAERERAE
Equity Joint Ventures. FREIRKAT ©
° The Company was newly established and injected the capital of @ FZARRZE—UFERNFK - JFEAR
HK$758,441,000 in 2014. N &758,441,00075 7T

ANNUAL REPORT 2014 —Z—PUF55H 145



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

21. INTERESTS IN ASSOCIATES (ontinueq) 21. REBE RN 2R )

The investments in CNOOC Kingboard Chemical Limited, [ 784 && RS amEEEITARAR - LS
B EARAR and BB KR CORYI) B R F] are solely for EREREBRARIKANGHXER
share of results and no other strategic purpose is involved. The CRINERATINIREEADIHESET
associates are accounted for using the equity method in these VEL - WESSRREER - RZEGE
consolidated financial statements. FISHE - BME R RAREEFHET
In the opinion of the Directors, none of its associates are material BERR  AREZEERATIELEAR
to the Group. The aggregate information of the associates that are EHEKN - BUTEABENRIZERE
individually immaterial is set out below. The summarised financial BRI o T oI 7% E R Z 5
information below represents amounts shown in the associates’ ENRIREBY IR REL RO
financial statements prepared in accordance with HKFRSs. R EHE -

2014 2013
—E-IF =

HK$°000 HK$’000
FHT T

The Group’s share of profits for the year RNEBARFEEEE ST 176,956 234,349

The Group’s share of other comprehensive AEBAFERGEMEE

(expenses) income for the year (P ) Uezs (10,890) 20,498
The Group’s share of total comprehensive REBAFEEGEEE

income for the year WS #aza 166,066 254,847
Aggregate carrying amount of the Group’s REBRZEBE NG

interests in these associates HEREEAE 1,370,686 677,650
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

22. AVAILABLE-FOR-SALE INVESTMENTS/ 22, A[tHE&RE EHEZE

HELD-TO-MATURITY INVESTMENTS FHRE
Available-for-sale investments AHtHERE
2014
—E—-mEF
HK$°000 HK$’'000
FExT FBT
Listed equity investments, at fair value: ETRARE - RATE
— equity securities listed in Hong Kong —REB LW ZRAES 1,374,484 2,156,165
— equity securities listed in Singapore — RET N LT 2 IR FE 5 5,096 27,348
1,379,580 2,183,513
Listed bond securities at fair value: EHESFES - RATFE
— listed on the Stock Exchange and issued — BB LEETAZITER
by listed issuers in Hong Kong with a fixed ~ E33F7 £ - EBEANT
coupon interests ranging from 8.25% to 8.25[E & 13.875E 2 EF
13.875% per annum and maturity dates Z8 URZE—+F
from 19 January 2017 to 5 February 2020 —ATHhBREZZ=ZF
— ARHEH 832,156 1,239,839
- listed on SGX and issued by listed issuers in = — & _E T ARITIR
Hong Kong with a fixed coupon interests AT Em AAFENT
ranging from 6.625% to 10.25% per 6.625[EF £10.25[E 7 [EE
annum and maturity dates from 28 TR -ZT—N\F
16 January 2018 to 29 January 2023 —At+REE-ZT =%
—AZ+BEH 889,226 669,664
1,721,382 1,909,503
Unlisted equity investments, at cost IEEMRARE + IZAA
— private equity investment in Hong Kong — BB ZAERKEE
(Note) (P&E) 157,492 157,492
Total &5t 3,258,454 4,250,508
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

22. AVAILABLE-FOR-SALE INVESTMENTS/ 22, A[#tHE®RE EEZE

HELD-TO-MATURITY INVESTMENTS

(continued)

Available-for-sale investments (continued)

At the end of reporting period, all listed available-for-sale investments
are stated at fair value. Fair values of the listed bond securities are
determined by reference to the valuation provided by the counterparty
financial institutions based on their own valuation techniques because
of lack of active market. The unlisted equity investments are stated at
cost less impairment as their fair values cannot be measured reliably.

Note: ~ The amount represents the 19.67% (2013: 19.67%) interest in a private
entity incorporated in the British Virgin Islands which is engaged in the
property development business in Hong Kong. The Group together with
other investment funds as investors currently holds a number of properties
in a building situated in Hong Kong which is intended for redevelopment (the
“Redevelopment Project”). The Group’s participation in the Redevelopment
Project is 9.8% (2013: 9.8%) and the amount committed by the Group
amounts to US$21,000,000 (equivalent to approximately HK$163,800,000).
At 31 December 2014 and 31 December 2013, the investment is measured
at cost less impairment because the range of reasonable fair value estimates
is so significant that the Directors are of the opinion that its fair value cannot
be measured reliably.

Included in available-for-sale investments are the following amounts
denominated in a currency other than the functional currency of the
group entities to which they relate:

FHERE @

AHHEREWH)
REPEERER - BAHEE -
MEREGRAFEIIR - ARERZ 5 R
W5 WEEF LMESFES A THETD
RE2EXSHEMBBAREZEME
Ririette (AEETE - mRIF LMK
BEHRFENERSEE - B
OERRES IR -

Mizt: %eEE-HREBELESEMMK
T ZREERE Z19.67%(— T —=4F :
10.67%) M4 + ZALEEEBNEENSE
MEBRER - ANEEHEAMEEER
SERIREE H BEES —RURE
BZIEFZEAYESBMN - ZRERE
BR([EEFE]) c AEEBRLERE
T8I 2 8 R BI8%(ZT— =4 ¢
9.8%) + ANEEFES % A21,000,000
F T (A7 49163,800,000/8 70 ) ° K
—ENFE+ A=+ —HEZZE—=
F+ZA=+—B BRAFEZAE
HEREEKN  BUEEFRAREAE
FTEEATE - BUREEKAINRRIE
FTE -

AHHEREBRETIIASEE AR
ZWREEB NG HEZ FR

2014
—ZE—lmF
HK$°000 HK$'000
F85 Fit5
Us$ = 1,878,873 2,066,995
HK$ BT 1,374,485 2,156,165
Held-to-maturity investments BHEZIHRE

During the year ended 31 December 2012, the Group disposed
certain held-to-maturity investments in order to improve liquidity
and to modify the risk profile of investments portfolios. As a result,
the Group cannot classify financial assets into the held-to-maturity
investments due to tainting rules until 31 December 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

23. INTERESTS IN JOINT VENTURES

23.

—E—NE =
HK$'000 HK$'000
FET FABT
Cost of unlisted investment in joint ventures AETEZIFEEMEEKAR - 15,953
Share of post-acquisition losses FEE U B2 Es1E = (34,179)
- (18,222)
Amounts due from joint ventures (Note) JEUE & 3R IA () - 18,222

Note: The amounts due from joint ventures were unsecured, interest-free, with no

fixed repayment terms and were not repayable in the foreseeable future.
The Group had interests in the following joint ventures:
Place of

incorporation
and operation

Proportion of nominal
value of issued capital
held by the Group
AEBfRE
ERTRAEELA

2014 2013
—B-mE —T-=F

Name of joint ventures

LA L K
RS

Concord Modern Technology Limited ~ Hong Kong - 50%
(“Concord”) B

FRERARAR([FEE])

Full Summit Development Limited Hong Kong - 50%
(“Full Summit’) BE

HEEFRAERAF(NEE])

During the year ended 31 December 2014, Concord and Full Summit
have been deregistered. The Group has no other material obligations
or commitments in respect of the deregistration of the joint ventures
that required significant adjustment to the consolidated financial
statements.

24,

24. NON-CURRENT DEPOSITS

The amount represents deposits paid for acquisition of properties,
plant and equipment.

R B
2014
—B-PE

et - BURAELEFURREER 28 B
EEEERE - BENA RAGREE -

Proportion of
voting power

Principal activity

TEEH
2013
—F-=F

50%  Deregistered (2013: Inactive)
BREEL(ZE-=F:
TEEkeE)
50%  Deregistered (2013: Inactive)

ER#EL(-E—=F:
TEBHRE)

BHE_Z-—MF+_A=+—HIFE
A BEREECRHIEER - AREL

B LRRHBRBEGS M BHRE
AEARBEMBEARMEIRE -

FERBET

RBERBEYE - BERRFHED
ZRlE e
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Know-how fee of HK$1,445,000, had finite useful life and was
amortised on a straight-line basis over 5 years. The asset was fully P4
amortised since 31 December 2011.

—E+ZA=+—HLFE

INTANGIBLE ASSET

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 & =%

25. BILEE

=¥ M B 1,445,000 70 B & FE AL E
C WIRESEERTFERE -

AEA-F—F A=+ AU

D

41

INVENTORIES 26. #&
2014 2013
—mE —F—=F
HK$’000 HK$’000
TR TR
Raw materials 1,665,326 2,187,872
Work in progress 566,761 582,562
Finished goods 568,917 374,759
2,801,004 3,145,193

PROPERTIES HELD FOR DEVELOPMENT  27. &R

Movements of properties held for development are as follows:

TFRRERMEESHNT

HK$000
FHT

At 1 January 2013 R-E—=%—HF—H 10,063,615
Exchange adjustments B 5, A 382,789
Additions NE 6,941,127
At 31 December 2013 RZE—=F+_A=+—H 17,387,531
Exchange adjustments PE 54, % (37,001)
Additions INE 4,857,708
Transfer to cost of sales R EHERAN (1,856,336)
Transfer to investment properties (Note 16) BRI EYE(H:E16) (1,203,256)
At 31 December 2014 R-E—NF+_A=+—H 19,148,646
Properties held for development are situated in Hong Kong and the 0= g @ EpR-—_FE—=H+—-H
PRC with medium-term leases and are stated at cost at 31 December =+-— FEERE % ENREBER EFl
2014 and 2013. e EEP Hﬁfﬂi’mﬁ WA AT AR
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

27.

28.

PROPERTIES HELD FOR DEVELOPMENT

(continued)

During the year ended 31 December 2014, properties with carrying
amount of approximately HK$1,856,336,000 (2013: nil) were
completed and sold to third parties. The remaining balance as at
31 December 2014 was related to properties that were still under
development.

Properties held for development with carrying amount of
approximately HK$15,147,770,000 (2013: HK$14,925,157,000)
that are expected to be realised after one year from the end of the
reporting period.

One of the Group’s properties projects of HK$2,762,998,000 (2013:

nil) has been pledged to secure banking facilities granted to the
Group.

OTHER FINANCIAL ASSETS

(@) Trade and other receivables and prepayments
and entrusted loans

27. SREVEw

HE-_Z-—-NF+-_A=+—HILLF
€+ BRME{E#4Y1,856,336,000/8 (==
—=F EIZMEERETE=F -
R-ZE—MNE+-F=+—HBH TG
HRETEPYEGR -

BRMEE# A15,147,770,000/8 L ( = Z
— =4 : 14,925,157,000/8 ¢ ) 5 & E
YT HIRT R SRS BRR 4 SRR AT — F 12
B .

AN EBEEBEHREF—BEE
2,762,998,000 B L v MEHEE (=&
—=4F 8A)  WEREITRE o

28. HihBiKEE

(@) EZRHMEWERARE
NRERERER

2014 2013
—E—NfF =
HK$'000 HK$'000
THET FAET
Trade receivables 2 2 EWER K 5,824,256 5,763,394
Advance to suppliers TERHE FER A 918,567 790,279
Deposits paid for acquisition of land use BEFERRLEZFERE
rights of development of properties held Y% > + (s FRREFT
for sale (Note i) HEACEED) = 237,586
Entrusted loans (Note ii) ZREER (M) 1,523,916 1,486,277
Prepayment and deposits TENFIERIES 794,622 644,736
Value added tax (“VAT”) recoverables AR B (E R ([8(ER ) 614,930 797,875
LAT on pre-sale properties (i) TEEME 2 tHIBET
(B &iii) 106,849 53,859
Amounts due from a non-controlling FEU—FRIM B A T IEIE ik
shareholder of a subsidiary (Note iv) R& 5 R IE (Bt 3Fiv) - 237,125
Other receivables H b FE U BR 5K 478,558 193,341
10,261,698 10,204,472
Less: Non-current portion of entrusted B EREEREREH S
loans (Note ii) (P (1,442,509) (1,405,331)
8,819,189 8,799,141
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

28. OTHER FINANCIAL ASSETS (continued)

(@

Trade and other receivables and prepayments
and entrusted loans (continued)

Notes:

M

(i)

(i)

(iv)

The amount represents deposits paid for acquisition of land use
rights in PRC which are to be acquired for the purpose of future
development for sale.

The entrusted loans of HK$1,523,916,000 (2013: HK$1,486,277,000)
are due from certain purchasers of properties developed by the
Group in the PRC through four (2013: three) commercial banks
in the PRC (the “Lending Agents”). The entrusted loans are
interest bearing ranging from 5.219% to 7.205% (2013: 4.595%
to 7.50%) per annum payable on monthly basis and the principal
will be payable on or before 2034 (2013: 2033). The purchasers
of the Group’s properties has pledged to the Lending Agents the
respective properties purchased. These properties are located in
Kunshan.

As at 31 December 2014, entrusted loans amounting to
HK$1,442,509,000 (2013: HK$1,405,331,000) are in respect of
repayments due after 12 months from the end of the reporting
period and are classified as non-current assets.

The amount represents the provisional LAT prepaid to PRC
tax authority based on the latest completion status. The final
assessment will be carried out upon sales of properties at the
completion of development projects.

The amount represented consideration receivables from a non-
controlling shareholder of a subsidiary in relation to the capital
injection of a property development project in PRC. The amount
was fully settled during 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

28. OTHER FINANCIAL ASSETS (ontinueq)

(@

Trade and other receivables and prepayments

and entrusted loans (continued)
The Group allows credit periods of up to 120 days, depending
on the products sold, to its trade customers. The following is
an aging analysis of trade receivables based on invoice date
at the end of the reporting period which approximated the
respective revenue recognition dates:

28. HMMBEEE«»

(@ EFRHMEWERRKRA
NRERZRER (@)
rEBGETEZIEPZEER
HImR&/Q1208 - BYPIHER
EMmWE - RIREMHERER
(B AR AEIRE)  E5E
WRRTR 2 ARER BN B R B DT

o

2014

—g-mE
HK$’000 HK$’000
T SRCT
0-90 days 0%90H 4,306,769 4,332,227
91 - 120 days 912120H 780,675 770,032
121 - 150 days 1212150H 458,869 423,567
151 - 180 days 1512180H 186,049 165,251
Over 180 days 180H A 91,894 72,317
5,824,256 5,763,394
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

28. OTHER FINANCIAL ASSETS (ontinued)

(@

Trade and other receivables and prepayments

and entrusted loans (continued)

Before accepting any new customers, the Group has
an internal credit grading system to assess the potential
customers’ credit quality and the Directors have delegated
the management to be responsible for determination of
credit limits and credit approvals for any customers. Limits
and scoring attributed to customers are reviewed every year.
About 87% (2013: 87%) of the trade receivables, that are
neither past due nor impaired, have the best credit scoring
attributable under the credit grading system used by the
Group.

Included in the Group’s trade receivable balance are debtors
with aggregate carrying amount of HK$765,370,000 (2013:
HK$751,559,000) which are past due at the reporting date for
which the Group has not provided for impairment loss as the
Group considers that these debtors are financially stable and
the management has taken action to recover the outstanding
balances. The Directors are confident that these amounts are
still recoverable. The Group does not hold any collateral over
these balances. The average age of these receivables is 135
days (2013: 136 days).

The following is an aging analysis of trade receivables which
are past due but not impaired at the reporting date:

28. HMMBEEE«»

(a)

ESRHMEBRERRRA
NRERZRER (@)

EEMEAMELH - AEER
BIERFANESTEEERP
ZIERER ERECEWEERE
BERERNEFPEEERRER
SEHE - BEPZRBELFDE
FEH - H187T%(ZF—=F :
87%) 2 & 5 W AR SR B 8 i =k
BE - YEAEEMRAZER
AARBIEZ RERFD o

KEBEZEKERBRER
FEHEKRER  SFREEA
765,370,000 L (ZE—=F :
751,559,000/ L) + MR E R
Bml AEBWERZE
SOEEHREBERE - REA
KEERE  ZFEBAMBE
2 BEBECERIUKEREE
HEERRTTE) - EEMAGE - ZEX
BADRSARAI AU E - AEERZE
BT ESEEWEITR - Z
FRUERR 2 FIRE: 2135 H
(ZZ—=% :136R) °

REEH - AREEREZES
FEMBR TR 2 BRER D AT AN T

2014 2013
—E—-IF —E—=F
HK$’000 HK$'000
FHET FAT

Overdue: B -
0 - 30 days 0&30H 221,335 275,569
31 - 60 days 31£60H 294,704 238,422
61 - 90 days 61£290H 157,437 165,251
Over 90 days 90H A E 91,894 72,317
765,370 751,559

154 KINGBOARD CHEMICAL HOLDINGS LIMITED #2581t T



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

28. OTHER FINANCIAL ASSETS (ontinueq)

(@

Trade and other receivables and prepayments

and entrusted loans (continued)

The Group has provided fully for all receivables that are
overdue over 240 days because historical experience is
such that these receivables are generally not recoverable.
Allowance on trade receivables between 120 and 240 days
are made based on estimated irrecoverable amounts by
reference to past default experience and objective evidence of
impairment determined by the difference between the carrying
amount and the present value of the estimate future cash flow
discounted at the original effective interest rate.

In determining the recoverability of the trade receivables, the
Group monitors any change in the credit quality of the trade
receivables since the credit was granted and up to the end of
the reporting period. The Directors considered that the Group
has no significant concentration of credit risk, with exposure
spread over a number of counterparties and customers.

The following is a movement in the allowance for doubtful
debts:

28.

HMtBEEE @

(a)

ESREMERKRRRTE
NRERERERE)
BACHRIBBREE2408 U £
JE U PR 3R — AR SR IR - R
EEHZERBIR R 2 EE L &
& BE N T12022408 2 &
SRR 2 2 - IR ERE
REEEEEREER] 2 et Ak E €
B - REZ BB RERE
SREEENREERFETER 2
HEtERBESREREM Y =58
ATE -

HEETE R 5 RUAR T 2 AT 4 = 1
B BEFIROEEEERS
HEBERAL AEEERSE
FEUPRREME R 2 EAES -
EERR ARBABESEAEF
SERR - RRRZERZTT R
BEEOHE -

RS BHIT -

2014

—E—-lF
HK$’000 HK$'000
FET FH&T
Balance at beginning of the year FHEER 758,650 572,319
Written off as uncollectible WEE T AT B 2 308 (1,131) (7,699)
Impairment losses recognised on receivables T2 fE U BE 7% 2 SR BT 18 14,774 194,030
Balance at end of the year FEES 772,293 758,650

Included in the allowance for doubtful debts are individually
impaired trade receivables with an aggregate balance of
HK$772,293,000 (2013: HK$758,650,000) which have been
placed either under liquidation or in severe financial difficulties.
The Group does not hold any collateral over these balances.

RIZBEEEHEREMEE RE
2EBHRERREREN  BEHB
772,293,000 (= F— =4 :
758,650,000/ L) * % FE A
BB ISR EE T 2508 o
AEBRZEEHT BB TR
AR
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28. OTHER FINANCIAL ASSETS (continueq) 28. HtMIBEE »

(@ Trade and other receivables and prepayments @ ESZREMEWRIETAE
and entrusted loans (continued) NRERERERE)
Included in trade and other receivables are the following B NEMEWETEE T
amounts denominated in a currency other than the functional EEERAMIEEE NG
currency of the group entities to which they relate: HEZ 5

2014 2013

—E—IF —E—=F

HK$’000 HK$’'000

FExT FH&T

US$ %5 1,319,009 1,767,943
HK$ BT 855,488 874,910
Euro B 36,802 45,568

(b)  Bills receivables (b) REUREE
Bills receivables of the Group are aged within 90 days (2013: AEEEWEERRY AREH
90 days) at the end of the reporting period. M REHOA(ZZE—=

Q0H)Z A °
Included in bills receivables are the following amounts FEWEEBIE T NEEEEHA
denominated in a currency other than the functional currency BN E I E BT E 2K
of the group entities to which they relate: L

2014 2013
—E—F —T—=F

HK$’000 HK$'000
TR TAT

US$ ET 181,177 138,965
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

28. OTHER FINANCIAL ASSETS (ontinueq)

(c)

Bank balances and cash

Bank balances and cash, except for the below mentioned
pledged bank deposits, comprise cash held by the Group and
short-term bank deposits with an original maturity of three
months or less. At 31 December 2014, the bank balances
and deposits carry interest at the prevailing market interest
rate which range from 0.01% to 3.6% (2013: 0.01% to 3.8%)
per annum.

Included in bank balances and cash are pledged bank
deposits of HK$126,764,000 (2013: HK$126,002,000) at 31
December 2014 which are pledged to banks to secure short-
term banking facilities of the Group.

At 31 December 2014, the Group had bank balances and
cash that were either not freely convertible or subject to
exchange controls in the PRC, amounting to approximately
HK$3,027,093,000 (2013: HK$3,529,591,000).

Included in the bank balances and cash are the following
amounts denominated in currencies other than the functional
currency of the group entities to which they relate:

us$ ETT
HK$ BT
Euro BT

28. HMMBEEE«»

(c)

RITERRERS

BTl BB R IRITE RSN - $RYT
EHREASEEASERBFZE
ENFREBHEA=ZEASATZ
RMHRTER - RZTE—F
+ZA=+—8  RIEHREEF
FIRRITHISFEFENF0.012
E36E(ZFT—=% : NTF0.01
[EZE38E)FE °

RZE—NFE+=—A=+—H "
BITHEHRRSBEDEHER
1T1E58126,764,000/8 T (==
— =4 : 126,002,000/ 7T )
ZEDERIRITER I MERITE
1 (EAREEEERITREN
PG o

R—Z—NE+=—A=+—8"
AEETEHLBRBETHEH
SNEE BIFTIRR 2 $RITAR IR
£ #97/53,027,093,000/8 7L ( — =
—=4F : 3,529,591,000/87T) °

RITHEBIIR S BB TIIAKE
EREIER 2 ThRE B AN S
BZRE

2014 k!
—ZT—F
HK$’000 HK$'000
FHET T
590,274 682,154
730,243 1,961,396
9,337 7,781
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

29. TRADE AND OTHER PAYABLES AND
BILLS PAYABLES

20.

Yy

85 R EMESRRAK
BAR

S

2014 2013

—E—mEF ZE—=F

HK$’000 HK$'000

THET FAT

Trade payables HHEMER 2,771,886 2,726,572

Accrued expenses JEIREH 539,131 595,178
Payables for acquisition of propetties, BEYE  WELERED

plant and equipment FEfTFRIE 705,664 568,500

Receipt in advance B FIAE 384,921 314,596

Other tax payables HiEFRIE 163,059 161,408

VAT payables JERTIGEF 184,065 127,133

Other payables (Note) F A AR R (BT 98,520 129,721

4,847,246 4,623,108

Bills payables BT 771,361 715,412

5,618,607 5,338,520

Note:  Included in other payables as at 31 December 2014 is the consideration
payable of HK$8,559,000 to an independent third party for additional
interests in a non-wholly owned subsidiary. The amount is repayable in
2015.

The following is an aging analysis of the trade payables based on the
invoice date at the end of the reporting period:

Mizx: HE-ZT-OF+-A=1+—8 it
ENRRREER—MERERENBA
RlZFEIMER I B E=H 2R E
8,559,000/ 7T » M EEAN T —H
FERK -

RREHREAERBLE - EREZAHN
BIENERZ REHEIITOT

2014

—2-mF =
HK$°000 HK$’000
Fi# BT
0-90 days 0—90H 2,195,122 2,083,147
91-180 days 91—180H 403,578 466,563
Over 180 days 180H A 173,186 176,862
2,771,886 2,726,572
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

29.

30.

TRADE AND OTHER PAYABLES AND
BILLS PAYABLES (continued)

All bills payables of the Group are aged within 90 days (2013: 90
days) at the end of the reporting period.

Included in trade and other payables and bills payables are the
following amounts denominated in currencies other than the functional
currency of the group entities to which they relate:

20.

B RHE ﬂﬂF”EﬁﬂE
CEET

NEBFTA FEN EHERERYT RIS IR
HEREMNOH(ZZE—=F 1 0H) 2

oF

EHLEMENERRENEREET
SINGREERZ HEANEERAINER
FHEZ 28 -

2014 2013

—E—NfF —T =

HK$’000 HK$’000

FET FAET

US$ E 590,961 1,156,818

HK$ BT 404,578 239,410

Euro BT 2,807 1,490
DERIVATIVE FINANCIAL INSTRUMENTS 30. {fT&$®mT A

During the year ended 31 December 2014, the Group entered into
foreign currency forward contracts to hedge against part of the
Group’s exposure in foreign currency fluctuations. At the respective
maturity dates, the contracts will be settled net in cash with the issuers.
The major items of the outstanding contracts at 31 December 2014
were as follows:
Notional amount Maturity
A

AR

HE-_Z-—MN&E+_-_A=+—HILF
& AEBERTSLINE R A L LA AR
EEBINE BB ARSI R - B
AHBRESBREHEEITANRS
HEEE - N -E—FE+-_A=1+—
HEATFENEGHEZHBWT ¢

Forward contract rates

BEHENER

Buy JPY75,000,000

6 February 2015

& A75,000,000E & —E—RF-AXKAH
Buy JPY43,000,000 9 February 2015

& A43,000,000E & —E—RF-ANA
Buy JPY65,500,000 10 February 2015

E A65,500,000H & —E—RF-A+H
Buy JPY481,855,000 10 July 2015

H A481,855,000H & —E—RFtA+H

The above foreign exchange forward contracts are measured at fair
value at the end of the reporting period by reference to the forward
foreign exchange rates and the contracted forward rates.

HK$1 to JPY75.85
1B 75,8508
HK$1 to JPY75.85
178703.75.85H
HK$1 to JPY75.85
17873, 75.85H
HK$1 to JPY74.79
1BITH74.79R

[

Lt HNEEE S MR E R ARE R
2ERRINEE R RFTHEBERZA
EP{EH+E °
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,—
31. BANK BORROWINGS 31. WITHEE
2014
—E—lF =
HK$°000 HK$'000
FET FHT
Bank loans IRITER 21,414,662 23,123,857
Trust receipt loans ErEIEER 640,340 555,743
22,055,002 23,679,600
Secured BER 1,742,674 566,524
Unsecured mER 20,312,328 23,113,076
22,055,002 23,679,600
Carrying amounts repayable*: AEEZIRAE"
Within one year or on demand P—F R} EEK 8,840,530 6,052,666
More than one year but not more than two years —4F LA H{E BB 8,335,564 7,221,364
More than two years but not more than three
years MF LA EBT BB =F 3,496,662 6,942,429
More than three years but not more than five years =4 LA B BB T F 922,074 2,968,116
More than five years BRAF 460,172 495,025
22,055,002 23,679,600
Within one year or on demand R—F Ak fEE K 8,840,530 6,052,666
Carrying amount of bank borrowings that are not /B R BRI 45 R & B B5t
repayable within one year from the end of the —FREZEHEREK
reporting period but contain a repayment on BRIERGIRRBDEE)
demand clause (shown under current liabilities) > $R7T/E & BRE(E 963,368 1,119,724
Amounts due within one year shown under YRmE B E BN —FA
current liabilities BiEIa 9,803,898 7,172,390
Add: Amounts under non-current liabilities e IEREBEELRIA 12,251,104 16,507,210
22,055,002 23,679,600
* The amounts due are based on scheduled repayment dates set out in the * JER @ FIRE R B AN EE B RS
loan agreements. i e
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE
31 . BANK BORROWINGS (continued) 31 .

Included in the above bank borrowings are the fixed-rate bank
borrowings of HK$521,252,000 (2013: HK$14,245,000) at 31
December 2014 which are repayable within five years from the end of
the reporting period.

The rest of the bank borrowings are variable-rate borrowings which
carry interest ranging from HIBOR + 1.1% to HIBOR + 2.5% (2013:
HIBOR + 1% to PBOC interest rate + 2.45%) per annum.

At 31 December 2014 and 2013, certain bank loans and trust receipt
loans of the Group are covered by corporate guarantees given by
Kingboard Investments Limited, a wholly-owned subsidiary of the
Group.

The range of effective interest rates (which are also equal to
contracted interest rates) on the Group’s bank borrowings are as
follows:

RITEE®

RZE—MNE+—A=+—8 "
METEEREARREPMAER
EARAFTANEEZ EBEBITHE
B5212520008 L (ZE—=F :
14,245,000/ 7T) °

BRTRITEERFIEREE  FEENT
RITEAEREMABRERITRERE
M2sE(ZZF—=4 : RITRAZEFEM
1TEEFBARRITRERM245E) T
RZE—NMNFR_FT—=F+=A
=+—R  AEBETROIERRET
WEBEFEAEE -—R2EHEMNBEA
AIEERAEBRATIRERRER -

AEBRTEEZERANE(HERE
FIHIFZ ) BENT -

2014

—2-F

Effective interest rates HER A=
Fixed-rate borrowings EEEE
Variable-rate borrowings FEEE

Included in bank borrowings are the following amounts denominated
in currencies other than the functional currency of the group entities
to which they relate:

5.60% 6.00% to 6.48%

5.60E 6.00E £6.482

1.30% t0 2.70% 1.10% to 6.00%
1.30E£2.70E 1.10E%6.002

Us$ ESH
HK$ BT

RITEERETIIAREER ZEEY
REERINERIHEZ 25

2014 2013
—F-mE —F=F
HK$’000 HK$’000
FEx TAT
1,597,714 2,129,965
19,936,035 21,368,301
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE
32. DEFERRED TAXATION

The followings are the major deferred tax liabilities (assets) recognised
and movements thereon during the current and prior reporting
periods:

Accelerated Write-down
tax of
depreciation Taxlosses inventories

32, IRIEHIIE

TRANREPERAGIREHEAND
WRZEEREREEE(EE)ARE
228

Fair value
change of Undistributed
investment  Revaluation  profits of an
properties  of properties associate Total

RENE —EHELT

MERBTE WEEE FEMA  ATEED NEERE  ZRIWEF &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tir Tr THr THr T
At1 January 2013 RZE-=
-B-A 39,398 (12,522) (15,312) 146,378 94,778 - 252,720
Exchange adjustments EH A 1,182 - - 4,091 - - 5273
(Creit) charge to (GtA)/HmkE
consolidated statement of ~ AFEERA
profit or loss for the year BHEk
(Note 11) (BizE11) (3,101) - 476 264,135 (3,057) 11,326 269,779
Utiised during the year AEEEHH - - - - - (11,326) (11,326)
At 31 December 2013 WZE—=%
+-A=+-18 37,479 (12,522) (14,836) 414,604 91,721 - 516,446
Exchange adjustments [ 5 (1,620) - - (1,313 - - (2,933
(Credit) charge to GtA)/ ke
consolidated statement of  AFELRA
profit or loss for the year BRX
(Note 11) (M) (1,359) - (298) 332,405 (3,057) 11574 339,271
Utiised during the year AEEEHH - - - - - (11,574) (11,574)
At 31 December 2014 RZE—F
+-A=+-H 34,506 (12,522) (15,134) 745,696 88,004 - 841,210

For the purposes of the presentation in the consolidated statement of
financial position, certain deferred tax assets and liabilities have been
offset. The following is the analysis of the deferred tax balances for
financial reporting purposes:

ETRERREEN B BERRGANS
ARKZ2TRAEMIELEE - AT RZ
SR AT TR A5 4 P 1E B 755 R 3R ) P SR B
TR AT -

2014
—E—MEF =
HK$’000 HK$’000
FHET FH&T
Deferred tax liabilities RIERIBBE 846,072 521,196
Deferred tax assets FRERTEE B (4,862) (4,750)
841,210 516,446
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

32. DEFERRED TAXATION (ontinueq)

Under the EIT Law of the PRC, a withholding tax is imposed on
dividends declared in respect of profits earned by PRC subsidiaries
from 1 January 2008 onwards. Deferred taxation has not been
provided for in the consolidated financial statements in respect of
temporary differences attributable to accumulated profits of the PRC
subsidiaries since 1 January 2008 as the Group is able to control the
timing of the reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the foreseeable
future.

At 31 December 2014, deferred tax assets of (i) approximately
HK$12,522,000 (2013: HK$12,522,000) in relation to unused tax
losses and (i) approximately HK$15,134,000 (2013: HK$14,836,000)
in relation to write-down of inventories have been recognised in the
Group’s consolidated statement of financial position.

At 31 December 2014, the Group has not recognised deferred
tax assets arising from tax losses amounting to approximately
HK$1,013,098,000 (2013: HK$733,318,000) due to the
unpredictability of the future profit streams. All tax losses in PRC

32.

IEFEREIE (40

REGEMETERE  B-TTN\F
—A—BiE - SRR EaHE QR
HFTRRER 2 )4 A T Bk 2 B S U a0
B ARBZHEMBEARE —ZTTN
F-A—HBERRZ ZeHE RG22 R
B ERE - REB R ZRERIBRAR
ABPBRRIELER - REEAEELE
i MR R R 2 S B A RARRRS
ZRB AT ERA R A REE o

RZZE—MWNF+_A=+—H ")
EHADEATEBEBZEEREE
E#912,522,0008 (=& — =4 :
12,622,000/ 7T) + K(i)E BEMRFEE
ZIEETR B E E 415,134,000 7T (=
T — = 4F : 14,836,000/8 7T ) B N A &%
.i‘? Eﬁﬁ%ﬂﬁ/}q‘%ﬁ&wu"

R-ZE—NF+-_A=+—8 @R
HORTEET AR ORI AROR - s AN S =
EHRAEEBHEBECELHIEE
E#71,013,098, OOO/ETE( T—=4:

will be gradually expired within five years to 2020 (2013: 2019). The 733,318, ooo,%ru) il I%Rlﬁféﬂé

remaining tax losses can be carried forward indefinitely. i’]#ﬁi NEZ-_Z-_TF(ZT—=
F:ZF-NF) muﬁﬁﬁ% fﬁﬁ%T
TH18 &8 n] PR A4S

ANNUAL REPORT 2014 —Z—NFFH 163



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R
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33. SHARE CAPITAL 33. A
Ordinary shares of HK$0.10 each EREEI0EB T 2L ER
Number of Share
shares capital
RGEE [
HK$'000
FAT
Authorised JETE
At 1 January 2013, 31 December 2013 and R-_ZT—=%—HF—H "
31 December 2014 “E—=F+-A=t+—8K
—T—mF+=-A=+—H 1,200,000,000 120,000
Number of shares Share capital
R EHE &
2014 2013 2014 2013
—2-NmF —T-=F —2-NmF —E—=F
HK$’000 HK$000
TET FHT
Issued and fully paid BERTRAZR
At beginning of the year REH) 1,025,600,236 854,666,764 102,560 85,467
Bonus issue of shares AR BT T - 170,933,472 - 17,093
At end of the year NGRS 1,025,600,236 1,025,600,236 102,560 102,560
On 29 May 2013, the Company issued 170,933,472 bonus shares on RZZE—=ZFRA=+NH  ZQFMN
the basis of two bonus shares for every ten existing ordinary shares. BTREEERREITMRAKRAE
The bonus shares issued during the year ended 31 December 2013 TEE17170,983,472R 4T - BLE—F
rank pari passu in all respects with the existing shares in issue. —=F+ZA=t+—HLEFEAN - ¥
TAIRRN P H HEER A 2 #ITRO =
BRIFEREL -
There is no change in authorised and issued share capital during the REEZZT—NF+_A=+—HILF
year ended 31 December 2014. EW - EAEREETRALELZS) o
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34. SHARE OPTIONS

(@)

Employees’ share option scheme of the
Company
The Company’s share option scheme (the “Scheme”)
was approved by shareholders of the Company at the
extraordinary general meeting of the Company held on 23
March 2009.

Under the Scheme which is valid for a period of ten years, the
Directors may, at its discretion, grant options to subscribe
for shares in the Company to eligible participants (“Eligible
Participants”) who contribute to the long term growth and
profitability of the Company. Eligible Participants include (i)
any employee (whether full time or part time) of the Company,
any of its subsidiaries or any entity in which the Group holds
any equity interests (“Invested Entity”), including any executive
director of the Company, any of such subsidiaries or any
Invested Entity; (i) any non-executive directors (including
independent non-executive directors) of the Company, its
subsidiaries or any Invested Entity; (iii) any supplier of goods
or services to any member of the Group or any Invested
Entity; (iv) any customer of the Group or any Invested Entity; (v)
any shareholder of any member of the Group or any Invested
Entity or any holder of any securities issued by any member
of the Group or any Invested Entity; and (vi) any person or
entity who from time to time determined by the Board as
having contributed or may contribute to the development and
growth of the Group based on his or its performance and/or
years of service, or is regarded as valuable resources of the
Group based on his/its working experience, knowledge in the
industry and other relevant factors. The subscription price for
the Company’s shares shall be a price at least equal to the
highest of the nominal value of the Company’s shares, the
average of the closing prices of the Company’s shares quoted
on the Stock Exchange on the five trading days immediately
preceding the date of an offer of the grant of the options and
the closing price of the Company’s shares quoted on the
Stock Exchange on the date of an offer of the grant of the
options. The options must be taken up within 28 business
days from the date of grant upon payment of HK$1 and are
exercisable over a period to be determined and notified by the
Directors to each grantee, which period may commence from
the date of acceptance of the offer of the grant of the options
but shall end in any event not later than ten years from the
date of adoption of the Scheme.

34. BrBERE

(@)

AARREEEERES
g
RRFABRRER_ZTNFE=F
—T=RABRZARBBIRER
RE FHUERR BRI ERT
& ([7Zatal))

BIFBMEAATF2Zt8 K
ARIEFESABBEAHAR AR
RERIBFELERMZAER
28E([GEK2EE DELE
FeEERRIE - ARBEARDFIRR ©
RERSEERE)ART - H
RN B A A KB IE B R
B TAEE((ZREETE])
2B RBES - BER
AR EAZENB AR AR
SR EEEZIAHNITES ¢ (i)
ARAFE - EMBR RS AZE
EEBIMENTES  BIFB
SIIFRITE S ¢ (i) ANEE AR
BRARNERZRETR 2 M
B RGEER  (WASE
SEMZREER ZAEF
V)AL BEIA B AR ST 5
BEEEZ ARRERAEET
AR E AR ZIRETE 2 E W
BEBRITELFFBEA RWES
SRR E RIS AR ER
MRA G EK AT REH AN EER
MIBRELEER - SURENER
THE4eE -« M REMAAEEE
MERAREEEE LR A
ATHEE - RRBIRMD 2R
BAREIVHEERARARKRNE
B AARBRONEEBHETY
BEEREESHIAERS AR
B 32 FTETSR U (8 AR A A
BN BLE T ELIERER
R R R E RmE o
B EREAENE L A 8128 1E
EEBRNER  BERNREES M
BT BEBRETRESETE
WA A A 2 B ATTE -
ZHE A REMNELR DE LR
BeiEr AR - MEERINAATE
RRZET EIER AN B HAERT T4 It -
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34. SHARE OPTIONS (ontinueq)

(@

Employees’ share option scheme of the

Company (continued)

The total number of the Company’s shares which may be
issued upon exercise of all options to be granted under the
Scheme and any other schemes of the Group (excluding
options lapsed in accordance with the terms of the Scheme
and any other schemes of the Group) must not in aggregate
exceed 10% of the Company’s shares in issue as at the date
of adoption of the Scheme. The limit on the number of the
Company’s shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under
the Scheme and any other schemes of the Group must not
exceed 30% of the Company’s shares in issue from time to
time. The total number of the Company’s shares issued and
to be issued upon exercise of the options granted to each
grantee (including both exercised and outstanding options)
under the Scheme or other schemes of the Group in any
12-month period up to the date of grant must not exceed 1%
of the Company’s shares in issue at the date of grant unless
approved by the Company’s shareholders in general meeting.

On 21 March 2011, share options under the Scheme were
granted with a total estimated fair value of approximately
HK$279,054,000. 25% of the total share options vested
immediately on the date of grant and the remaining 75% were
split evenly in three lots and vested on 21 March 2012, 2013
and 2014.

During the year, one of the Directors and one employee
resigned on 1 August 2014 and their share options of
6,048,000 with fair value of approximately HK$50,230,000
were lapsed. As at 31 December 2014, the total number of
shares available for issue under the Scheme was 27,552,000
(2013: 33,600,000) shares, representing approximately 2.69%
(2013: 3.28%) of the issued share capital of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

34. SHARE OPTIONS (continued)

(@)

Employees’ share option scheme of the

Company (continued)

A summary of the movements of the number of share options
under the Scheme for the year is as follows:

Date of grant

Under the Scheme
EaE |

Granted to Directors
KT£%

21 March 2011

“F——%ZA=t-H

Granted to employees
RTES
21 March 2011

“F—FZA-1-H

Balance at

1 January 2013

and

31 December

2013
RZE-=

i
R=%-=

+=A=1+-H

ioFe3 2]

18,960,000

14,640,000

Transfer
during the year

RERER
(Note il

2,928,000

(2,928,000)

Lapse of
share options

BrBRE
k%
(Note il
(i)

(3,120,000)

(2,928,000)

34, BERBRE:
RAAAEEELBRES

(@

Balance at
31 December

18,768,000

8,784,000

33,600,000

(6,048,000)

27,562,000

Exercisable at

AT REA T4
31 December 2012
“T-—E4+-f=1-H

31 December 2013
“2-=F+-A=1-A

31 December 2014
“2-mFt=A=1-A

14,000,000

25,200,000

27,652,000

gl@)

EN - KEHEET 2 ESERE
sgpght T -

Exercise
price
per share

gRITER
(Note )

(M

HK$33.92
33.92%T

HK$33.92
33.92ET

Exercisable period

21 March 2011 to
22 March 2019 (Note )
“F——FzZf-1+-RA%
ZE-NE=R=TZH
(&)

21 March 2011 to
22 March 2019 (Note i)
“E——F-A-t-RA%
ZE-NE=AZTZH
i)
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For the year ended 31 December 2014 & =%

—E+ZA=+—HLFE

34. SHARE OPTIONS (continued)

(@)

(b)

Employees’ share option scheme of the

Company (continued)
Notes:

0] The share options under the Scheme were granted on 21 March
2011 at an exercise price of HK$40.70 per share. The exercise
price was adjusted for the dilutive effect on 29 May 2013 and
the adjusted exercise price is HK$33.92. 25% of the total share
options vested immediately on the date of grant. The remaining
75% were split evenly into three lots and vested on 21 March
2012, 2013 and 2014. The closing price of the Company’s shares
immediately before the date of grant was HK$39.55.

(ii) One employee, Mr. Cheung Ka Shing, was appointed as a
director of the Company during the year.

(iii) One Director and one employee resigned during the year and their
share options of 6,048,000 lapsed.

The Group recognised total expense of HK$5,268,000 for the
year ended 31 December 2014 (2013: HK$31,840,000) in
relation to the share options granted by the Company under
the Scheme.

Employees’ share option scheme of EEIC
The 2008 Elec & Eltek Employees’ Share Option Scheme (the
“2008 EEIC Scheme”) was approved by the shareholders of
EEIC at the extraordinary general meeting of EEIC held on 21
April 2008 and was adopted and took effect from 9 May 2008
upon approval by the shareholders of the Company.

The 2008 EEIC Scheme which shall be administered by
the committee of directors of EEIC as authorised by EEIC’s
directors, is open to full-time employees and directors of any
company within EEIC and its subsidiaries, the parent group
and of an associated company of EEIC, subject to certain
conditions being satisfied.

The 2008 EEIC Scheme entitles the option holders to exercise
their options and subscribe for new ordinary shares in EEIC
either at an “Exercise Price”, which equals to the average
of the last dealt prices for an EEIC share for a period of five
consecutive market days immediately preceding the relevant
date of grant, or at a discount to the Exercise Price as defined
earlier, whereby the discount shall not exceed 20% of the
Exercise Price.
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iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

34. SHARE OPTIONS (continued)

(b)

(©

Employees’ share option scheme of EEIC

(continued)

Options granted at the Exercise Price or at a discount to the
Exercise Price may be exercisable after the first or second
anniversary respectively of the date of grant and expiring on
the fifth anniversary of the date of grant.

The duration of the 2008 EEIC Scheme is ten years and the
total number of shares in EEIC that may be issued shall not
exceed 10% of the total number of EEIC shares in issue as
at the adoption date or subject to certain conditions being
satisfied, 156% of the total issued shares of EEIC excluding
treasury shares from time to time. The total number of EEIC
shares issued and to be issued upon the exercise of the
options granted to each participant (including both exercised
and outstanding options) in any 12-month period must not
exceed 1% of the total number of EEIC shares in issue from
time to time.

Share options may be accepted within 30 days after the
relevant date of grant accompanied by payment of S$1.00
(or its equivalent) as consideration by the participants,
but the grant of share options do not confer rights on the
option holders to any dividend entitlement or to vote at any
shareholders’ meeting.

In accordance with the terms of the 2008 EEIC Scheme,
share options issued by EEIC vest over five years from the
date of grant.

There were no share options granted under the 2008 EEIC
Scheme since its adoption.

Employees’ share option scheme of KLHL

The share option scheme of KLHL (the “KLHL Scheme”)
was approved by the shareholders of KLHL and the
shareholders of the Company on 18 May 2007 and 25 June
2007 respectively. The KLHL Scheme has taken effect after
obtaining the approval from the Listing Committee of the
Stock Exchange on 6 July 2007.

34, BEERE

(b)

(c)

EEICEEE L BRESTE
(48)

BIT R IR R AT EER T
BB AHRIREHA
Hm—BEAWMAEE BRT
i - WHREH B 8RR EBERE
W o

—ET)N\FEECFE Y FH A
+4F - "] E17 2 EEICH 17 42 2K
SRR\ R4 A HEEICE, 8
TRMNEEZ10%  SMHTAEE
F 1% - 5B IBEEICT R
BETRHBE(TRIEETFR
D) 215% ° FZ L EE TR
+—{E A 2R 2 B ST B AR
(BIEBEREMARITEZELE
B ) ETT(E R B R S T 81T
ZEEICH: % - TBEBBET
BFE B 7TEEICR 5 4282 1% °

BB T N ER R B R
#t30 B MM 2 HE X 41.005
I (R EFE) ERRETIA
B HEPTIRL 2 B RRE T
ST BRERSE AMEUEM
B EIMEARRAGRRZ#
7 o

B —ZTZ \FEECH 2/ 1§
X EEICEITHE LB ER
R BRAFERERE -

B —-ZZ \FEEICEH 244 A
R EELBRERE T
J\FEEICET &R, -

EEEEREEELEBR
REGTE
BEEERBREEAQRRE
ESRR-_EEEFRAT+N
A=+ FA-+HA
Ho B AN B TR B IR 1B S R AR
FHEI([BEEERE BT
B]) - BEEEERE LB
R T F+ ANBESHE
RErEmEZae gk BESE
R o

ANNUAL REPORT 2014 —Z—PUF55H 169



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

iR A B R T

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

34. SHARE OPTIONS (ontinueq)

(©)

Employees’ share option scheme of KLHL
(continued)

The KLHL Scheme is valid for a period of ten years. The
directors of KLHL may, at its discretion, grant options to
subscribe for shares in KLHL to eligible participants who
contribute to the long-term growth and profitability of KLHL
and include (i) any employee or proposed employee (whether
full-time or part-time and including any executive director),
consultants or advisers of or to KLHL, any of its subsidiaries
or any entity (“‘KLHL'’s Invested Entity”) in which KLHL and its
subsidiaries (collectively referred to as the “KLHL Group”) hold
an equity interest; (i) any non-executive directors (including
independent non-executive directors) of KLHL, any of its
subsidiaries or any KLHL’s Invested Entity; (iii) any supplier
of goods or services to any member of the KLHL Group or
any KLHL'’s Invested Entity; (iv) any customer of the KLHL
Group or any KLHL’s Invested Entity; (v) any person or entity
that provides research, development or other technological
support to the KLHL Group or any KLHL’s Invested Entity;
and (vi) any shareholder of any member of the KLHL Group
or any KLHL'’s Invested Entity or any holder of any securities
issued by any member of the KLHL Group or any KLHL's
Invested Entity.

The subscription price of KLHL’s share in respect of any
option granted under the KLHL Scheme must be at least the
highest of (i) the closing price of the shares of KLHL as stated
in the Stock Exchange’s daily quotations sheet on the date
of grant of the option, which must be a business day; (i) the
average closing price of the shares of KLHL as stated in the
Stock Exchange’s daily quotations sheets for the five business
days immediately preceding the date of grant of the option;
and (jii) the nominal value of the shares of KLHL.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

34. SHARE OPTIONS (continued)

(c)

Employees’ share option scheme of KLHL

(continued)

The option may be accepted by a participant within 28 days
from the date of the offer for the grant of the option upon
the payment of a consideration of HK$1. An option may be
exercised at any time during a period to be determined and
notified by the directors of KLHL to each grantee, and in the
absence of such determination, from the date upon which the
offer for the grant of the option is accepted but shall end in
any event not later than 10 years from the date of grant of the
option subject to the provisions for early termination thereof.
The directors of KLHL may, at their absolute discretion, fix
any minimum period for which an option must be held, any
performance targets that must be achieved and any other
conditions that must be fulfilled before the options can be
exercised upon the grant of an option to a participant.

The total number of shares of KLHL which may be issued
upon exercise of all options to be granted under the KLHL
Scheme and any other share option scheme of KLHL
(excluding, for this purpose, options lapsed in accordance
with the terms of the KLHL Scheme and any other share
option scheme of KLHL) must not in aggregate exceed 10%
of the total number of shares of KLHL in issue as at the date
of approval of the KLHL Scheme.

The maximum number of shares of KLHL which may be issued
upon exercise of all outstanding options granted and yet to
be exercised under the KLHL Scheme and any other share
option scheme of KLHL must not exceed 30% of the issued
share capital of KLHL from time to time.
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For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

34. SHARE OPTIONS (continued)

(©

Employees’ share option scheme of KLHL

(continued)

The total number of shares of KLHL issued and to be issued
upon exercise of the options granted (including both exercised
and outstanding options) to each participant in any 12-month
period must not exceed 1% of the share capital of KLHL then
in issue unless approved by the shareholders of KLHL and the
Company in general meetings.

On 21 March 2011, share options were granted with a total
estimated fair value of approximately HK$114,945,000. 25%
of the total share options vested immediately on the date of
grant and the remaining 75% were split evenly in three lots
and vested on 21 March 2012, 2013 and 2014.

As at 31 December 2014, the total number of shares of KLHL
available for issue under the KLHL Scheme was 81,000,000
(2013: 100,000,000) shares, representing approximately 2.7 %
(2013: 3.33%) of the issued share capital of KLHL.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

34. SHARE OPTIONS (continued)

34, BRABRE.

(c) Employees’ share option scheme of KLHL

(continued)

A summary of the movements of the number of share options
under the KLHL Scheme for the year is as follows:

Balance at

1 January 2013

and

31 December

Date of grant 2013
R=2-=%

-A-BR

“E-=F

T=A=t-H

infe

Granted to directors of KLHL
KT@ERERES
21 March 2011 54,000,000

Z2—5=AZ1-H

Granted to employees
KRTES
21 March 2011 46,000,000

ZF—F-Azt-H

Lapse of Balance at
share options 31 December 2014

R=B-ME
TZA=t-HM&s

- 54,000,000

(19,000,000) 27,000,000

100,000,000

(19,000,000) 81,000,000

Exercisable at
RATREA T4
31 December 2012

ZE-Z5TZA=1-H 50,000,000

31 December 2013

“F-ZF+-R=+-H 75,000,000

31 December 2014

ZZ-MEr=A=1-H 81,000,000

c) BEEEREEELER
REET & ()
FA - EEEEBRE S ERES
SPET 2 BBRES B ZEE
AN

Exercise
price
per share

BRITEE

HK$6.54

.54 T

HK$6.54

.54 T

Exercisable period

21 March 2011 to
17 May 2017 (Note)
“F——%=fA-1t-RZ
“ZF—tFRA++tH
(Bif3E)

21 March 2011 to
17 May 2017 (Note)
“F——%=fA-1t-RZ
“ZF—tFRA++tH
(Bif3E)
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For the year ended 31 December 2014 HZ = Z— G+ A=+—HILFE
34. SHARE OPTIONS (contined) 4. BEERES
(c) Employees’ share option scheme of KLHL c BEEERESELER
(continued) Eﬁgj(%)
Note:  25% of the total share options vested immediately at the date of MISE (BB HE 4G AR > 05% NI
grant. The remaining 75% were split evenly into three lots and YR HENEEE o 82T 75%
vested on 21 March 2012, 2013 and 2014. The closing price of FHAABZE  HRR T
KLHL shares immediately before the date of grant was HK$6.3. ——E B ER-F
—FE=A=-+—HEE -
TERE AN —BEER
[EMRAR 1R YT B /R6.378 7T °
The Group recognised total expense of approximately HE—T-—mE+—A=+—8
HK$2,130,000 (2013: HK$12,916,000) for the year ended FEE  AEBEGEEREER
31 December 2014 in relation to the share options granted BB L ERERZRE T A
by KLHL. Two employees resigned during the year ended 31 %62,130,0008 70 ( - T — =4 :
December 2014, their share options of 19,000,000 with fair 12,916,000 70) - HE - T
value of approximately HK$21,840,000 lapsed. —E+—B=4+—HILEE

MEEBET - At - A FED
21,840,000/ 7T #£19,000,00017
ZBIFFERIED R -
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

35. NON-CONTROLLING INTERESTS

35. FERKRRER

Share
Share of options
net assets of reserve of
subsidiaries  a subsidiary
—RIf B AR
FEMRHTE A R] el =i
BESE iR A
HK$’000 HK$’'000
FAT FAT
At 1 January 2013 R-ZE—=F—H—H 5,403,612 99,899 5,503,511
Share of increase in fair value of JEER R ERE N TFEZ
available-for-sale investments =N 6,657 - 6,657
Share of exchange differences arising /AT E MBS
from translation of foreign operations i EE A 2 P 5= RE 1,425 - 1,425
Share of exchange differences arising ~ fE(RETE 2R EE MESE
from translation to presentation ZIERERE
currency 129,337 - 129,337
Share of profit for the year JEIEARFE ST 330,214 - 330,214
Recognition of equity-settled R ARG R
share-based payments R - 12,916 12,916
Acquisition of additional interests in U BE T BB A A sBIME RS
subsidiaries (216,732) - (216,732)
Capital contribution from non-controlling Fff/& A &) 2 FEIE AL A% B
shareholders of subsidiaries &R 1,165,522 - 1,165,522
Dividends paid to non-controlling HFHEBARZ
shareholders of subsidiaries FEVEIRAR TR 2 R 2 (231,134) - (231,134)
At 31 December 2013 RZZE—=F+=A
=+—H 6,588,901 112,815 6,701,716
Share of decrease in fair value of AP HEEREATEZ
available-for-sale investments VERIE] (16,412) - (15,412)
Share of exchange differences arising ~ fE{EEITE ML S
from translation of foreign operations MEAZIEREE (226) - (226)
Share of exchange differences arising ~ JEHRITE 2 HEE
from translation to presentation MEEZER =58
currency (38,689) - (38,689)
Share of profit for the year FEMGAFE 5 F 284,206 - 284,206
Recognition of equity-settled RN EREER
share-based payments R e A 30 - 2,130 2,130
Lapse of share options 1B BE AR RE SRR 21,840 (21,840) -
Acquisition of additional interests in UG BE T BB A B BB M e
subsidiaries (85,137) - (85,137)
Capital contribution from non-controling  Fff/& 2 &2 JEE AR AR R
shareholders of subsidiaries &R 19,900 - 19,900
Dividends paid to non-controlling TRFHBRARZ
shareholders of subsidiaries IR R 2 AR B (571,606) - (571,606)
At 31 December 2014 R-ZT—MHFE+_H
=+—H 6,203,777 93,105 6,296,882
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

36. CAPITAL AND OTHER COMMITMENTS BARRHMAE
2014
—2-mE
HK$’000
FET

36.

HK$'000
T

FLERT VBRI AR B MK
TEHBE c EASH

Capital expenditure contracted for but not
provided in the consolidated financial
statements in respect of:

— acquisition of properties, plant and equipment —BE B - BE MK E 418,351 265,662
— capital injection in an unlisted investment —ELMIREZTERE 6,308 6,308
424,659 271,970
Other expenditure contracted for but not FEETHVERERE B R
provided in the consolidated financial Ve 2 Bz i
statements in respect of:
— acquisition and other expenditures relating —EEFBEEDE
to properties held for development Ui Je Eoh 37 1,686,944 1,661,550
2,111,603 1,983,520
37. CONTINGENT LIABILITIES 37. REE
(@)  The Group provided guarantees amounting to approximately (@ R-—z-—mFE+-—pA=+—8"

ARABABETFAEBMEREY
¥2BERZZBIRTEREE
492,362,539,000/8 L ( =T —=
4 : 628,386,000/ 7T ) HEIR ©
EEZRA  ASEZSHMBHER

HK$2,362,539,000 (2013: HK$628,386,000) as at 31
December 2014 in respect of mortgage bank loans granted
to purchasers of the properties that were developed by the
Group. In the opinion of the Directors, the fair values of these
financial guarantee contracts of the Group are insignificant at

initial recognition and the Directors consider that the possibility
of default of the parties involved is remote, accordingly, no
value has been recognised at the inception of the guarantee
contracts and at the end of the reporting period as at 31
December 2014.

Guarantees are given to banks with respect to loans procured
by the purchasers of properties that were developed by the
Group. Such guarantees will be released by banks upon
delivery of the properties to the purchasers and completion of
the registration of the relevant mortgage properties.
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For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

37. CONTINGENT LIABILITIES (continued)
(b)

During the year ended 31 December 2011, the Company and
certain subsidiaries of the Company (the “Respondents”) were
named as a defendant in the Supreme Court of Bermuda in
respect of an allegation of the affairs of KBCF had been and
or were being conducted in a manner which was oppressive
or unfairly prejudicial to the non-controlling shareholders
of KBCF. The petitioner was seeking an order to the
Respondents to repurchase all of the KBCF’s shares held by
petitioner at the price to be fixed by a valuer or Supreme Court
of Bermuda. The trial of the petition has been fixed on 25 May
2015. After taken the advice from the Company’s lawyer, the
Directors are of the opinion that there is no evidential basis
for the claim and it is speculative in nature. Accordingly, no
provision for liability has been made in connection with this
claim.

38. OPERATING LEASES

FEBERFEBEA

The Group as lessee:

FREHFABRERTRZ

Lease payments charged to the consolidated

37. HAREBw

(b)

Hz—_Z——F+=-A=+—H
WHEE - ARQFA L BDHE
AR ERADEEREESR
SE I KBCFE & C &8s I8 IE
T X EES TS B iR
FINKBCFIEIZRE AR - 255
SRERAEHARGEMSE
REREFRETHERERAT
B2EAFTEKBCFR - BE
EFEACENZE—RHFERA
ZHR AT EERPEAQ AR
MOERE  EFRA - AHESR
RWEBIEKE - BIRgIEE o
Eit - BIEMZERAHEE TR
=

38. WEHEL

2014
—s-—mE

2013

HK$’000
FET

HK$’000
TATT

statement of profit or loss during the year HEEHE

— for premises e /ES 39,924 47,050

— for plant and machinery — B B2 1,252 989
41,176 48,039

Under the leases entered into by the Group, all lease payments are
fixed and predetermined.

REBREBETZ2BE - FAEHEERE
ZEHEIREELAREE
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38. OPERATING LEASES (ontinueq) 38. K&EMRLY
The Group as lessee: (Continued) AEBEERBEBA © (8)
At the end of the reporting period, the Group’s future lease payments RRERERE B - REERETT
under non-cancellable operating leases are payable as follows: BiE 2 2O BRI N2 HEZE

AR T OB AT

Premises Plant and machinery
2014 2013 2014 2013

—Z2-mF —E—=F —E2-mF =
HK$°000 HK$’000 HK$’000 HK$’'000
FH&T FH&T FH&T FH&T
Within one year R—FA 8,975 7,800 284 282

After one year but not later R—F1E

than five years ERARFR 21,990 17,683 - -
After five years RAFE 39,869 46,935 - -
70,834 72,418 284 282

2014 2013
—E-mE T—=F

HK$’000 HK$’000
TR TATT

Rental income credited to the consolidated MRERFALZLEEBREKZ
statement of profit or loss during the year GiERAL N 527,791 472,575

Licence income credited to the consolidated MERTALZEIBREK Y

statement of profit or loss during the year PR FA U A 120,000 120,000
The Group’s investment properties are rented to outside parties for AEBEZREMENZEREE TR
periods up to seven years (2013: seven years) at fixed predetermined HeETHIAAL BHKRERR/LSF
amounts. (ZF—=F: %) -
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38.

39.

OPERATING LEASES (ontinued)

The Group as lessor/licensor:

At the end of the reporting period, the Group had contracted with
tenants and Licencee for the following future minimum payments
under non-cancellable operating leases in respect of leasing of
investment properties (see note 16) and licence assets (see note 17)
which fall due as follow:

38.

KERN w0

FEEERHBA REA

RBEHRAERE R - RIBHEHERED
K (RME16) RIXEEREE (LT
17) 2 DAL SR - AEE R
BEREEEARTA TIIRKRERER
B RATHIRFEIA

2014

—E—lmF

HK$’000

FET
Within one year R—FRA 337,292 388,019
After one year but not later than five years R—FRERAFNA 364,647 417,466
After five years REF% 268,969 358,389
970,908 1,163,874

The Group licences its Licenced assets to a committed Licencee
under the licence agreement as follows:

° Within the first twelve months of the licence, either the Group
or the Licencee may terminate the licence agreement at its
sole discretion, by serving on the other party not less than
one month prior notice in writing and paying the other party
HK$1,000,000 or such other amount as may be mutually
agreed in writing between both parties.

o After the first twelve months of the licence, the Group may
terminate the licence agreement at its sole discretion, by
serving on the Licencee not less than one month prior notice
in writing.

PLEDGE OF ASSETS

At the end of the reporting period, the Group has the following assets
pledged to banks to secure the banking facilities of the Group:

39.

RIEIRE A3 - B R R
2R AR R AAENT -

. EREEAET @A K&
B EREANITEZREG
EomBR—AEETOR—E
BEEEmAN AR —H%
11,000,000/8 Jo sk & /5 EE 1%
HNHMEE - RUEREFE R
A

. EREFERET_@R%  T&
ERNY: 23 YN unk N2y S
AEEEMRA - LI ERR

734 -

EEEH

RREPEERE R - AEBETHEE
EERTRIT - FRAKERITREN
Hfm

2014 2013

—E-pmE T—=%F

HK$’000 HK$'000

FH&T THT

Bank balances and cash RITEHR IR 126,764 126,002
Investment properties B 1,560,000 1,560,000
Properties held for development FiERYE 2,762,998 -
4,449,762 1,686,002
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40.

41.

RETIREMENT BENEFITS SCHEME

The Group participates in both a defined contribution scheme which
is registered under the Occupational Retirement Scheme Ordinance
(the “ORSO Scheme”) and a Mandatory Provident Fund Scheme
established under the Mandatory Provident Fund Ordinance in
December 2000 (the “MPF Scheme”). The assets of the schemes are
held separately from those of the Group and are invested in the funds
under the control of trustees. Employees who were members of the
ORSO Scheme prior to the establishment of the MPF Scheme are
members of both the ORSO Scheme and the MPF Scheme, whereas
all new employees joining the Group on or after December 2000
are required to join the MPF Scheme. Under the MPF Scheme, the
employer and its employees and each required to make contributions
to the scheme at 5% of the employees’ relevant income, subject to
a cap of monthly relevant income of HK$30,000 effective from June
2014 (2013: HK$25,000 effective from June 2012).

40.

Employees of subsidiaries in the PRC are members of the state-
sponsored pension scheme operated by the PRC government. The
subsidiaries are required to contribute a certain percentage of payroll
costs to the retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefit scheme is
to make the required contributions.

Payments to the ORSO Scheme, the MPF Scheme and the state-
sponsored pension schemes of approximately HK$122,709,000
(2013: HK$110,009,000) had been charged to profit or loss. As
at 31 December 2014, contributions of HK$10,324,000 (2013:
HK$9,347,000) due in respect of the reporting period had not been
paid over to the plans. The amounts were paid subsequent to the end
of reporting period.

RELATED PARTY TRANSACTIONS

The Group entered into the following significant transactions with
related parties during the year.

4.

AASEASEAZENHRRZ

Sales of goods to subsidiaries of a shareholder

with significant influence to the Group WEBARHEEER
Purchase of goods from subsidiaries of a MAEBEEAFENNREZ
shareholder with significant influence to the B RREE R

Group

Sales of goods to a non-controlling shareholder [ — &1 B A 72 FEHE MRS R
of a subsidiary HEEMm

Purchase of goods from an associate m— A A RIRE S R

BRIKERETE

NEBRE 21— TER IR 2 R IKEHE
&G 2 E R G 2 ([ B R IRET
g RRERHERATEEEIR_ET
TFE+ ARz EHIERTEETE
([T stEl]) - ZETEIZEERA
EEZEENFEE  WIRERHBERT
NEHIZ ES o KBTS 8 281
BELMBERKRABEIZEE  RAEKA
BERARTERBESTEZKE - M
AR —_ZTTFE+ A 2B IMAR
EBEZHREENASINBESE - R
EoEeHE  EXRHEEERAA
LEEHBWAS% A SRR
& AMEBKA ER A&30,0008 7T + 8
T -FENARER(ZTE—=F
25000 BT ——F AL
i) e

R BB QR 28 B A BIRATEE
ZBERERAEIKE - ZEHEL
AIARFH & HZ X — B D HRARK
A8l - U BREREA - ARE LR
BB 2 — B ARSI PFHH

e
/N

M B ERREE - EEAE K
REDERKRFE I Z2HRN A
122,709,000 B T ( = & — = F
110,009,000/ 7T) + I B8z kR -
R-BE-—MFE+-_A=+—08 "R
HARE B HE 2 £ 5710,324,00058 7T ( —Z
— =% : 9,347,000/ T) WA F&E
i%o@%%ﬁ%ﬁ%%ﬁﬁﬁ%ﬂ@
ff o

534

M D

| £

BRBALRS

ARELEMBALTEFANETZEN
BT

2014 2013
—2-mE T=F
HK$°000 HK$'000
FER FET
715,918 819,290
797,327 825,688
78,347 71,297
262,849 214,646
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41.

RELATED PARTY TRANSACTIONS

(continued)

Included in trade and other receivables and prepayments at
31 December 2014 was an amount due from a non-controlling
shareholder of a subsidiary of approximately HK$18,149,000 (2013:
HK$19,083,000) which was in trade nature. The Group allowed
credit periods of up to 120 days (2013: 120 days), depending on the
product sold to its related parties.

Included in trade and other receivables and prepayment at 31
December 2014 was an advance payment to an associate of
approximately HK$7,737,391 (2013: HK$38,845,000).

Compensation of key management personnel
The remuneration of Directors and other members of key
management during the year was as follows:

1. BREBALIRZ @

RZZE—NF+_A=+—H B5K
E R R RENFERIEERE S
ME 2 EY — B A R 2 IR AR
FRIE 418,149,000/ TL( — T — =4F :
19,183,000/8 7L ) ° A& (% [7) H BF Bt

ITRHZEERSEEA1208(ZE—=
F :1208) - RTAEEZERME °

RZE—NF+=ZA=+—H0 Bk
Hofth FEURBR SR R BN B B IETRN T —
Mt E AR ZE]©47,737,3018 (=
T — =4 : 38,845,000/ 7T) °

IEEEASMS
R BERHMTBEBABZME
T

2014

—E—NF
HK$’°000 HK$'000
FET FAT
Short-term benefits EHIEF 191,410 194,640
Post-employment benefits RRIEAE T 1,900 1,805
Share-based payments LARD A 3R 5,293 24,945
198,603 221,390

The remuneration of Directors and key executives is determined by
the remuneration committee having regard to the performance of
individuals and market trends.

EENTIBITHABRZMESEHMER
SERBEMNEIRANTSBEKE

.
iE °
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42. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY

42. ARREENEBARFE

M A R H —RE R
AREEEHBARN_-Z—MN
FER=ZE—=F+=ZA=+—H
ZEHENT

(@) General information of subsidiaries (@
Details of the Company’s principal subsidiaries at 31
December 2014 and 2013 are as follows:

Place of
incorporation/
registration and
operation

BalAS

Issued and fully
paid share capital/
registered capital
BRITRMERE/
EfEE

Effective equity interest
held by the Group
rEERE
2 EBRE

2014
~g-mg
%

Name of subsidiary Principal activities

WEARER BRRERLE IEXH

Jamplan (BVI) Limited British Virgin Islands* US$1,000 100* 100" Investment holding
RERNHE 1,000%7 REER
Kingboard (Fogang) Laminates Co. Limited ~ PRC' US$29,466,000 74.59 7414 Manufacture and distribution of
RE(HR)ERRERAR Rk 29,466,000% 7T laminates
HERDEEHER
Kingboard (Fogang) Paper Laminates Co. Ltd. PRC US$17,936,546 74.59 7414 Manufacture and distribution of
RE (R ERERERAR Rk 17,936,546 laminates
HERDEEHER
Kingboard (Hebei) Cokechem Co. Limited ~ PRC' RMB96,000,000 100 100 Manufacture and distriution of
BECTI)ECERRT HE AE#96,000,0007 coke
BERDBRER
Kingboard (Hebei) Chemical Co. Limited PRC! RMB357,000,000 100 100 Manufacture and distribution of
BRI ITRRAR Rk AR 357,000,007 chemicels
RERNHIIER
Kingboard Natural Gas Chemical PRC! US$18,500,000 100 100 Manufacture and distribution of
(Chong Qing) Limited HE! 18,500,000% ¢ methanol
BERRALI(EE)ERAR BERDHTE
Kunshan Guo Rui Development Co. Ltd. PRC! US8$90,000,000 100 100 Property developments
EILEREXERAT HE 90,000,000% 7T FHELR
Heng Yang Kingboard Chemical Co., Ltd. ~ PRC' HK$30,000,000 100 100 Manufacture and distribution of
EHRELIERAR HE 30,000,000/t caustic soda
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42. PARTICULARS OF PRINCIPAL 42. ARRTEMBABEEE

SUBSIDIARIES OF THE COMPANY (%)
(continued)
(@  General information of subsidiaries (continued) (@ MEARN—RERE)

Place of
incorporation/
registration and
operation
BRREFLY

Issued and fully
paid share capital/
registered capital
BETRARRE/
ERER

Effective equity interest
held by the Group
AEBRE
2 ERIRE

2014
~B-ME
%

Name of subsidiary Principal activities

TEEH

HEAREH

Kingboard (Lian Zhou) Fiore Glass Co. Limited PRC! US$13,700,000 74.59 74,14 Manufacture and distribution of

REGEN) HREEARAT ikl 18700000572 Qlass febric
RERDHERRESE

Kingboard Copper Foll Holdings Limited @~ Bermuda* US$72,250,000 48.16+ 47.87+ Investment holding

ARE 72,250,005 7 RERR

Kingboard Investments Limited Hong Kong* HK$8,000 100 100 Investment holding

REREERAT o 8,000/ RERR

Kingboard Laminates Holdings Limited 2 Cayman Islands HK$300,000,000 74.59 74.14 " Investment holding

RERERERERAT FEHs 300,000,000% 7T RERR

Kingboard Laminates (Jiangmen) Co., Ltd. ~ PRC' HK$242,800,000 74.59 74,14 Manufacture and distribution of

PR ERERERAT e 242,800,000/ 7T laminates
HERDHEAER

Kingboard (Jiangsu) Chemical Co., Ltd. PRC! US$32,000,000 74.59 74,14 Manufacture and distribution of

BECIH)CIEARRT e 32,000,000% 7T chemicals
RERDEIIER

Kingboard Laminates (Kunshan) Co., Ltd PRC! US$32,010,000 74.59 7414 Manufacture and distribution of

RERER(RL)ERAF el 32,010,000%7 laminates
HERDHEHER

Elec & Eltek International Holdings Limited ~ Bermuda/Hong Kong* HK$122,467,240 100 100 Investment holding

FHZERREEERAR BRE/ Bk 122,467,240% 7T RERR
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42. PARTICULARS OF PRINCIPAL 42. KRBT EMBABEEE
SUBSIDIARIES OF THE COMPANY ()
(continued)
(@  General information of subsidiaries (continued) (@ MEIARN—RERE

Place of
incorporation/ Issued and fully
registration and paid share capital/  Effective equity interest
Name of subsidiary operation registered capital held by the Group  Principal activities

BRITRBRRE/ AEERE

WEARER BLREFNY EMER ZBBRE IEXH
2014
—2-QF
%

Elec & Eltek International Company Limited @2 Singapore? US$113,880,000 70.09 69.41  Investment holding
KR ERERRAT o AR 113,880,000 RERR
Kaiping Elec & Eftek Company Limited PRC? US$49,520,000 66.59 65.94 Manufacture and distribution of
AT ZES FERAR e 49,520,000% PCBs
SER A BERISHAR
Kaiping Elec & Eftek No.3 Company Limited ~ PRC? US$87,800,000 66.59 65.94 Manufacture and distribution of
FTRNZEEFEZARAT e 87,800,000% PCBs
SER A BERISHAR
Kaiping Elec & Eftek No.5 Company Limited ~ PRC? US$30,075,100 66.59 65.94 Manufacture and distribution of
MEGHREETERARAT Gl 30,075,100 PeBs
SR A BERISHAR
Elec & Eltek (Guangzhou) Electronic PRC? 1S$95,596,000 68.69 68.02 Manufacture and distribution of
Company Limited el 95,596,000% 7 PCBs
KA EMETERAT BUER A SHENRIAREIR
Guangzhou Elec & Eltek Microvia PRC? US$24,800,000 68.69 68.02 Manufacture and distribution of
Technology Limited el 24,800,000% 7T PCBs
BN BN RERAR BUER A HENRIAREIR
Huizhou Chung Shun Chemical PRC! US$40,290,000 100 100 Manufacture and distribution of
Company Limited A 40,290,000% 7 phenol/acetone
EMBEIIERAR BERD AR,/ R
Shi You Chemical (Yangzhou) Co., Ltd PRC! US$144,237,000 100 100 Refining and distribution of
ERICIEMBRAT] i 144,237,000% 7 chemicals
BRESEEIER
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42. PARTICULARS OF PRINCIPAL 42. AT FTEME DTS
SUBSIDIARIES OF THE COMPANY ()

(continued)

(@  General information of subsidiaries (continued) (@ MEIARN—RERE)

Place of
incorporation/ Issued and fully
registration and paid share capital/  Effective equity interest
Name of subsidiary operation registered capital held by the Group  Principal activities

BaAS BRIRBRRE/ ARERE

HEATLE BEREENY aRak JEBEE  1EER
2014
= ST
%

Kingboard Electronic Raw Material (Jiang Yin) PRC! US$30,000,000 74.59 74,14 Manufacture and distribution of
Co., Ltd HE! 30,000,000% 7T laminates
RETTHHOIR)ERAR HERDHEFER
Kingboard (Panyu Nansha) Petrochemical ~ PRC'! RMB250,000,000 74,14 Manufacture and distribution of
Company Limited HE AR #250,000,0007T chemicals
RE(EEED)ALERAR HERHHIIER
* The Company directly holds the equity interest in Jamplan (BVI) * A BIE R Jamplan (BVI)

Limited. The Company’s equity interest in all other subsidiaries is
held indirectly through Jamplan (BVI) Limited.

# These are investment holding companies which have no specific
principal place of operations.

* These companies are non-wholly owned subsidiaries of KLHL and
are regarded as non-wholly owned subsidiaries of the Company
because the Group has control over the financial and operating
policies of KLHL.

e These companies are listed on The Singapore Exchange
Securities Trading Limited.

A These companies are listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

1 These companies were established in the PRC in the form of
Wholly Foreign-owned Enterprises.

2 These companies were established in the PRC in the form of
Sino-Foreign Equity Joint Ventures.

The above table lists the subsidiaries of the Company which,
in the opinion of the Directors, principally affected the results
or assets of the Group. To give details of other subsidiaries
would, in the opinion of the Directors, result in particulars of
excessive length.

None of the subsidiaries had issued any debt securities at the
end of the year.

Limited 7 P& 1 o 7R 2 BB FT
BHMKTE AR ZRESE
38 Jamplan (BVI) Limited & %
A o

# ERBELXRAR - &
B2 E BB, -

. SRR REEERERZIF
2EHEMBAR  LAKX
SEHZEREROMB R
MEBRBEAEGE  BR
ARRFEREHAMBAT

@ UILERRRH IR EF RS
FRERARR LT ©

s WERRNEBBE RS
BRARERE -

! IERR TN EEEDRE
FAER BRI

2 WERRTDARINGERE
EAAEPBRKL ©

ERFIIIRESERAEIEZER
SEXEREEZARANBER
A - EERRIILEAMHE AR
ZHBEBENITE -

ERBA RN FEREEEITE
AfEBES -
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42. PARTICULARS OF PRINCIPAL 42.

SUBSIDIARIES OF THE COMPANY

(continued)

(@) General information of subsidiaries (continued)
At the end of the reporting period, the Company has other
subsidiaries that are not material to the Group. A majority of
these subsidiaries operate in PRC. The principal activities of
these subsidiaries are summarised as follows:

RATEEMBRRFE

(#8)

@ MEIRN—RERE
RRERRARE R - ARARE
B A LB E AN E B D
Al o M E D RARS 1R
H2E - REMBLRZEBH

BREWLT
Number of subsidiaries
Principal place of MEATHE
Principal activities business 2014
FEEWR TEREME —E—MmEF
Manufacture and sale of laminates PRC 25 24
FUE N E B I E R rhEg
Macau 2 2
JEFT
Thailand 1 1
22
28 27
Manufacture and sale of PCBs Hong Kong 2 2
B4 I S BRI AR BR AR 5
PRC 12 13
H
Macau 3 3
SEFT
Thailand 1 1
22
18 19
Manufacture and sale of chemicals PRC 20 22
ShE B TEmM P
Properties Hong Kong 7 5
ES )
PRC 48 43
a3
United Kingdom 3 3
S
58 51
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42. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY

(continued)

(b)

(©

During the year ended 31 December 2014, the Group
further acquired certain subsidiaries with a consideration
of HK$70,194,000 (2013:HK$108,478,000). As a result
of the acquisitions, the difference of HK$14,943,000
(2013:HK$108,254,000) between the consideration paid of
HK$70,194,000 (2013: HK$108,478,000) and the amount
of non-controlling interests acquired of HK$85,137,000
(2013:HK$216,732,000) was directly recognised in goodwill
reserve.

Details of non-wholly owned subsidiaries that
have material non-controlling interests

The table below shows details of non-wholly owned
subsidiaries of the Group that have material non-controlling
interests:

42. AAREEMBARFE

(#8)

(b) #HE==-—m&+=-A=+—H
LEFER - AEBEE—SKES
FHB AR - R{E%70,194,000
BL(ZZ—=4 : 108,478,000
BIT) o LFEHFERENNRE
70,194,000 0 (ZE — =4 -
108,478,0007% 7t ) £ B U fE 3F
12 % % 3R 4 25.85,137,000 7% 7T

TE— =4 : 216,732,00075
T ) Z B H) Z= §814,943,0007%8 7T

—E— =4 : 108,254,00078
TO)EEREEMERER

() EBEERFERRREZR
ZHE2EREMB LA
(]
TREF|IAREERER BRI
BRERZIFZERBHBR
Al

Proportion of ownership
Place of incorporation interests and voting rights
and principal place of held by non-controlling Profit allocated to Accumulated

Name of subsidiary business interests

non-controlling interests  non-controlling interests

EMEILR FERRRSERAE AEEIFER RitFHER

WEAREHE IRERBE BRRkRERLA IRz A BRER

2014
=t Bt

KLHL Cayman Islands 25.41%
BERER REES

EEIC Singapore 29.91%
EEIC HNR

KBCF Bermuda 51.84%
KBCF BRE

Individually immaterial subsidiaries with non-controliing interests

WAFERERER B EANBLR

2013 2014 2013 2014
“E-mE —T-=Ff CZE-QOF

HK$'000  HK$'000  HK$000  HK$000

T#x T Tin T

25.86% 285,060 312,178 38,379,524 3,340,671

30.59% 8,168 32,696 775,872 829,989

52.13% 3,063 7 530,434 531,681

1,611,062 1,999,375

6,296,882 6,701,716

ANNUAL REPORT 2014 —Z—PU4F 45k 187



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fRE SRR MR
For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

42. PARTICULARS OF PRINCIPAL

42.

SUBSIDIARIES OF THE COMPANY

(continued)

(©
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Details of non-wholly owned subsidiaries that

RAREEMBRRFE

(#&)

) BEEERFERBRFEDR

have material non-controlling interests (continued) Z2ERENBEAAF
15(&)
KLHL BEEEER

2014 2013

—E—mEF —T—=F

HK$’000 HK$'000

THET FAT

Current assets RENEE 13,312,410 12,026,534

Non-current assets SEMENEE 9,610,176 9,932,792

Current liabilities mENARE 6,198,962 4,042,646

Non-current liabilities EREEaE 2,329,964 3,892,144

Equity attributable to owners of the Company KA &35 A FE (L iz 13,299,975 12,918,293

Non-controlling interests FEVEIRAR R M 1,093,685 1,106,243

Revenue L 13,282,694 12,798,302

Expenses, other gains and losses FisZ ~ At e KR EstE 12,146,719 11,588,419

Profit for the year REE @A 1,135,975 1,209,883

Profit attributable to owners of the Company 4~ 2 &35 A JE (T 836,782 895,004
Profit attributable to the non-controlling AR BIFEIERR AR R i R

interests of the Company S ) 285,060 312,178

Profit attributable to the non-controlling A B AR IS AR IR
interests of KLHL Tz FE R = F 14,133 2,701
Profit for the year REE @A 1,135,975 1,209,883




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

42. PARTICULARS OF PRINCIPAL

SUBSIDIARIES OF THE COMPANY

(continued)

(c)

Details of non-wholly owned subsidiaries that
have material non-controlling interests (continued)

KLHL (continued)

Other comprehensive (expense) income ARBFBEAERGEMEZE

P

42. AAREEMBARFE

BREEREEZERERRES
ZHEZEREEWBELAF
(=€)

BEEEERE)

2014
—E-IF

HK$’000 HK$'000
TR TAT

attributable to owners of the Company (A W= (150,423) 295,832
Other comprehensive (expense) income AR BISEIERR AR R A s PR

attributable to the non-controlling interests  E {2 (B2 ) a6

of the Company (51,244) 103,185
Other comprehensive (expense) income EHTEE IR IR R A S

attributable to the non-controlling interests  fE(E E b 2 E (B )Yz

of KLHL (3,236) 27,506
Other comprehensive (expense) income for ANFE H 42 H

the year (F32)Wees (204,903) 426,523
Total comprehensive income attributable to  ZNA &3 H A JEE 2 HE

owners of the Company Wes B zE 686,359 1,190,836
Total comprehensive income attributable 7N Bl JE1ZE A% PR B M 25 FE(G

to the non-controlling interests of the 2HEKERTE

Company 233,816 415,363
Total comprehensive income attributable to &5 ER JEIE IR IR B %5

the non-controlling interests of KLHL R ER AR 10,897 30,207
Total comprehensive income for the year ~— ZNF/E 2 E W5 4258 931,072 1,636,406
Dividends paid to non-controlling interests < F3EIZRRAR 3 2 A% &, 11,239 2,500
Net cash inflow from operating activities KL EETSIREMAFRE 1,492,756 1,037,276
Net cash outflow from investing activites ~— & ZEEFTER SR F5E (359,348) (1,365,366)
Net cash (outflow) inflow from financing EEEBI SRS (RTE)

activities MAFEEE (1,043,974) 391,588
Net cash inflow B MAFEE 89,434 63,498
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fRE SRR MR
For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

42. PARTICULARS OF PRINCIPAL 42. RDTEEHBATE
SUBSIDIARIES OF THE COMPANY (B)
(continued)
(c) Details of non-wholly owned subsidiaries that () HEEERFEZERBRRER
have material non-controlling interests (continued) ZHEZEREHRBREF
185(&)
EEIC EEIC
2014 2013
—E—mEF ZE—=F
HK$’000 HK$'000
FET FAT
Current assets RENEE 1,692,717 1,547,107
Non-current assets SEMENEE 2,916,397 2,960,989
Current liabilities mENARE 1,586,551 1,465,300
Non-current liabilities EREEE 349,705 253,874
Equity attributable to owners of the Company KA &35 A FE (L iz 2,594,023 2,713,269
Non-controlling interests FEVE AR R R AR RS 78,835 75,653
Revenue L 4,033,185 3,938,384
Expenses, other gains and losses FisZ ~ At e KR EstE 3,999,871 3,830,331
Profit for the year REE @A 33,314 108,053
Profit attributable to owners of the Company 4~ 2 &35 A JE (T 19,140 74,187
Profit attributable to the non-controlling AR B FEIERR AR R i
interests of the Company eyl 8,168 32,696
Profit attributable to the non-controlling EEICIEIZ=AR AR SR iz
interests of EEIC eyl 6,006 1,170
Profit for the year R [ A 33,314 108,053
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

42. PARTICULARS OF PRINCIPAL

P

42. AAREEMBARFE

SUBSIDIARIES OF THE COMPANY

(continued)

(©)

Details of non-wholly owned subsidiaries that
have material non-controlling interests (continued)

EEIC (continued)

Other comprehensive (expense) income

ARARFAEARGEMEE

(#8)

) EREXRFERRRER

ZHAZEHEWE A AF
@)
EEIC ()

2014 2013
—E-IF
HK$°000

H K$BOO
FAR FHT

attributable to owners of the Company (A e (531) 6,833
Other comprehensive (expense) income AR BIFEIERR AR R i

attributable to the non-controlling EREMEmE(FE ) WER

interests of the Company (226) 3,011
Other comprehensive income for the year  Z<4F [& E b 2 T Mz (757) 9,844
Total comprehensive income attributable to ZNA &3 B AJE/E 2 HE

owners of the Company Wes B EE 18,609 81,020
Total comprehensive income attributable 7N 1 JE1ZE A% PR B M 25 FE(G

to the non-controlling interests of the 2HEKELLTE

Company 7,942 35,707
Total comprehensive income attributable to  EEICIE{ZE A% B% 5 i 25 FE (5

the non-controlling interests of EEIC P ENEBEE 6,006 1,170
Total comprehensive income for the year — ZNFE & E W25 4258 32,557 117,897
Dividends paid to non-controlling interests 37 {5 F JF1R A BR 2 I & 2,824 2,917
Net cash inflow from operating activities RS SIRS R AFEE 364,354 548,387
Net cash outflow from investing activites ~— & ZEEFTER &R F5E (320,518) (348,504)
Net cash outflow from financing activites ~— B & ZEIGETER &ML /558 (25,069) (378,713)
Net cash inflow (outflow) WERACRL ) FRE 18,767 (178,830)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fRE SRR MR
For the year ended 31 December 2014 HZ —Z—MF+_-A=+—HILFE

42. PARTICULARS OF PRINCIPAL 42. AATEEMBARES
SUBSIDIARIES OF THE COMPANY (&)
(continued)
(c) Details of non-wholly owned subsidiaries that () HEEERFEZERBRRER
have material non-controlling interests (continued) ZE2EREHRBE L TF
185(&)
KBCF KBCF
2014 2013
—F-MmF —T=%F
HK$’000 HK$'000
FEx FAT
Current assets TRENAE 1,482,036 1,292,624
Non-current assets SEMENEE 1,501,767 1,657,610
Current liabilities mEAEE 95,818 71,562
Equity attributable to owners of the Company AR &l45 4 AFE(G#E LS 2,856,626 2,845,132
Non-controlling interests FEFE AR AR SR A 31,359 33,540
Revenue ] 519,945 468,782
Expenses, other gains and losses Fsz - Hihlas RE1E 497,100 460,470
Profit for the year AREE =T 22,845 8,312
Profit attributable to owners of the Company A2 &3 8 A FE( & 8,990 2,052
Profit attributable to the non-controlling PN/NSI P
interests of the Company FEMRRF 3,063 A
Profit attributable to the non-controlling BEEERIEER R R
interests of KLHL FE(5 & 6,613 1,520
Profit attributable to the non-controlling KBCF3EfZ A% R i
interest of KBCF FE(5 R 4,179 4,023
Profit for the year AREE T 22,845 8,312
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

For the year ended 31 December 2014 HE —Z—NF+-_A=+—HILtFE

42. PARTICULARS OF PRINCIPAL

42.

SUBSIDIARIES OF THE COMPANY

(continued)

(©)

KBCF (continued)

Other comprehensive (expense) income

Details of non-wholly owned subsidiaries that
have material non-controlling interests (continued)

ARRFBEARGEEMEE

A~

RRBEEMBEREFE

(#8)

() BEREXRFERERRER
ZHEEZEREEMBOAF
B@)

KBCF(#)

2014
—E-mF

HK$’000
TR

HK$’000
THEIT

attributable to owners of the Company (A e (3,454) 33,165
Other comprehensive (expense) income AN T FEERR AR R e

attributable to the non-controlling EEEMEE (AR K

interests of the Company (1,177) 11,568
Other comprehensive (expense) income AR IR AR R

attributable to the non-controlling E(REM (RSl

interests of KLHL (2,541) 24,545
Other comprehensive (expense) income KBCFIE{Ef% A% R e o PR A

attributable to the non-controlling HEm 2w )W

interests of KBCF (120) 960
Other comprehensive (expense) income AEEHM2E(FER)

for the year s (7,292) 70,238
Total comprehensive income attributable to  ANA &35 H A fE(E 2 H

owners of the Company Wk 4ERE 5,536 35,217
Total comprehensive income attributable to  Z<A F]3EIE R IR B ks

the non-controlling interests of iRk EsE

the Company 1,886 12,285
Total comprehensive income attributable to 518 B iR JEIE AR AR B fE 25

the non-controlling interests of KLHL iR EN s 4,072 26,065
Total comprehensive income attributable to  KBCFIE1Z % JE 5 i 25 FE (G

the non-controlling interests of KBCF PEN BT 4,059 4,983
Total comprehensive income for the year — ZRFEE 2 E S 4258 15,553 78,550
Net cash inflow from operating activities B ETEFTSIR & R ASE R 214,864 158,806
Net cash outflow from investing activities BEEBERS AL T (3,750) (4,732)
Net cash outflow from financing activites R & /EZENFTSIR & H /558 (497) (2,972)
Net cash inflow RERAFEE 210,617 151,102
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FINANCIAL SUMMARY
5 E

RESULTS

£

Year ended 31 December

BE+-A=1+—HLEE

2010 2011 2012 2013 2014
—T—F=F 2% T—=F T—=F IE-NOF

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

FAT FAT FAT T FET

Revenue e 33,801,522 36,559,072 37,290,319 35,689,457 35,905,766
Profit before taxation B3 8 2 ) 5,166,338 3,719,637 2,926,993 3,899,973 3,513,621
Income tax expense FriSHifsE (516,221) (513,061) (420,028) (608,350) (692,615)
Profit for the year REE 5 F 4,650,117 3,206,576 2,506,965 3,291,623 2,821,006

Attributable to: JEIL1A%E -

Owners of the Company FiN/NSIEEYEUN 3,620,818 2,594,142 2,097,031 2,961,409 2,536,800
Non-controlling interests FEIE AR AR B R RS 1,029,299 612,434 409,934 330,214 284,206
4,650,117 3,206,576 2,506,965 3,291,623 2,821,006

ASSETS AND LIABILITIES

EEREE

At 31 December

R+=—A=+-—8

2010 2011 2012 2013 2014
—— =% ZF-f T =fF ZE-NOF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHT FHT FAT FABT FHET
Total assets BEMEE 51,267,210 60,459,227 60,934,532 74,860,241 75,632,742
Total liabilities BEERE (19,684,875) (26,464,841) (24,785,386) (34,000,282) (33,659,552)
31,582,335 33,994,386 36,149,146 40,859,959 41,973,190

Equity attributable to owners ANA @A A
of the Company JEfh M 25,770,174 28,045,380 30,645,635 34,158,243 35,676,308
Non-controlling interests PRI R 5,812,161 5,949,006 5,503,511 6,701,716 6,296,882
31,582,335 33,994,386 36,149,146 40,859,959 41,973,190
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FINANGIAL INFORMATION OF THE COMPANY
AR EEM

ARAR—E-—HF+-_A=1t—8kK
—E-=F+-A=t+—-RAZHMBEH

The financial information of the Company as at 31 December 2014 and 31
December 2013 is as follows:

T

2014 2013
—ZE—gF —T—=%F
HK$’°000 HK$’000
FH&T THT

Total assets BEBE
Properties, plant and equipment ME - BEMKRE 3,576 4,488
Investments in subsidiaries RB AR ZIEE 858,422 901,749
Available-for-sale investments A ERE 627,735 403,798
Other receivables HAb YRR 213,241 128,589
Amounts due from subsidiaries TEUT P B A R TR IE 22,920,191 23,426,287
Bank balances RITAEER 19,541 535,302
24,642,706 25,400,213

Total liabilities BEERE
Other payables EE R 6,254 4,790
Amounts due to subsidiaries EARLEINGIE e 7,974,445 6,646,134
Bank borrowings RITIEE 11,558,464 13,669,177
19,539,163 20,320,101
5,103,543 5,080,112

Capital and reserves I& A K

Share capital [N 102,560 102,560
Reserves (Note) fik s (5D 5,000,983 4,977,552
5,103,543 5,080,112
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FINANCIAL INFORMATION OF THE COMPANY
KRB ZIFER

Note: s+ :
Capital Share Investment
Share  redemption options revaluation Retained
premium reserve reserve earnings
BT A
A&7 5 (B 1 RE A ]
HK$’000 HK$’000 HK$’000 HK$'000
T + FHT FHTT
Balance at 1 January 2013 R-T—=%
—A—Rz#&H 4,474,835 1,911 241,946 (4,074) 719,853 5,434,471
Profit for the year ARE A - - - - 196,993 196,993
Fair value changes of AEHERE Y
available-for-sale investments NEEEE - - - 67,784 - 67,784
Reclassification adjustment relating  gtH & A ftH &8 E
to disposal of available-for-sale e 2 EEF D BA%
investments - - - (69,803) - (69,803)
Total comprehensive income AEEEANELETE
for the year - - - (2,019) 196,993 194,974
Issue of new shares from ABLBA M EITZ
bond issue i) (17,093) - - - - (17,093)
Recognition of equity-settled R AR EE D
share-based payments R - - 31,840 - - 31,840
Final dividend for the year ended HE-Z—=-F+=-A
31 December 2012 =t+—HILEFEZ
REARR B - - - - (358,960) (358,960)
Interim dividend for the year ended ~ #EHZ_-Z—=%+_A#
31 December 2013 =t+—RALtFEEZ
FERR B - - - - (102,560) (102,560)
Special dividend for the year ended HZE—-ZT—=F+_H#
31 December 2013 =t+—HIEFEZ
RIS — - - - (205,120) (205,120)
(17,093) - 31,840 - (666,640)  (651,893)
Balance at 31 December 2013 R-E—=F+=H4
=t+—Rz#&H 4,457,742 1,911 273,786 (6,093) 250,206 4,977,552
Profit for the year NEE 5 T - - - - 499,342 499,342
Fair value changes of Al HERE 2 A EE
available-for-sale investments - - - (20,914) - (20,914)
Reclassification adjustment relating gt & a[#t HERE
to disposal of available-for-sale e 2 B BA%
investments - - - (60,025) - (50,025)
Total comprehensive income AEFEE 2K EARE
for the year - - - (70,939) 499,342 428,403
Recognition of equity-settled ERAEREENR D
share-based payments R - - 5,268 - - 5,268
Lapse of share options B RERR AR K - - (50,230) - 50,230 -
HE-ZT—=F+=A
Final dividend for the year ended =t+—RALtFEZ
31 December 2013 REARR B - - - - (205,120) (205,120)
HE-_T—NF+=A
Interim dividend for the year ended =t+—HILFEZ
31 December 2014 AR B - - - - (205,120) (205,120)
- - (44,962) ~  (360,010)  (404,972)
Balance at 31 December 2014 R-ZE—WNFE+=A
=t+—Rz#&H 4,457,742 1,911 228,824 (77,032) 389,538 5,000,983
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K B 28k I &%
KINGBOARD CHEMICAL HOLDINGS LIMITED

2nd Floor, Harbour View 1, No. 12 Science Park East Avenue, Phase 2 Hong Kong Science Park, Shatin, Hong Kong
BEDHEBNEEE2HRRANBR125VGBERIE1E2E

Tel &3 : (852) 2605 6493 Fax K : (852) 2691 5245

E-mail EE : enquiry@kingboard.com Web site #831t : http://www.kingboard.com
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