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GENERAL

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

Information” section of the annual report.

The consolidated financial statements are presented in
Hong Kong Dollars, which is the same as the functional

currency of the Company.

The principal activities of the Group are the manufacture
of laminates, copper foil, glass fabric, glass yarn, bleached
kraft paper, printed circuit boards (“PCBs"), chemicals,
liquid crystal displays (“LCDs") and magnetic products.

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

In the current year, the Group has applied, for the first
time, a number of new standard, amendments and
interpretations (“new HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"),
which are either effective for accounting periods
beginning on or after 1 December 2005 or 1 January 2006.
The adoption of the new HKFRSs had no material effect
on how the results and financial position for the current
or prior accounting periods have been prepared and

presented. Accordingly, no prior period adjustment has

been required.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (continued)

The Group has not early applied the following new
standards, amendment or interpretations that have been
issued but are not yet effective. The directors of the
Company anticipate that the application of these
standards, amendment or interpretations will have no
material impact on the results and the financial position
of the Group.

HKAS 1 (Amendment) Capital disclosures’

HKFRS 7 Financial instruments:
Disclosures'
HKFRS 8 Operating segments?

HK(IFRIC) — INT 7 Applying the restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary
Economies®

HK(IFRIC) — INT 8 Scope of HKFRS 24

HK(IFRIC) — INT 9 Reassessment of embedded
derivatives®

HK(IFRIC) — INT 10 Interim financial reporting
and impairment?

HKFRS 2 — Group and

treasury share

HK(IFRIC) — INT 11

transactions’

HK(IFRIC) = INT 12 Service concession

arrangements®

Effective for annual periods beginning on or after 1 January 2007.
Effective for annual periods beginning on or after 1 January 2009.
Effective for annual periods beginning on or after 1 March 2006.
Effective for annual periods beginning on or after 1 May 2006.
Effective for annual periods beginning on or after 1 June 2006.
Effective for annual periods beginning on or after 1 November 2006.
Effective for annual periods beginning on or after 1 March 2007.

Effective for annual periods beginning on or after 1 January 2008.
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3. SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been
prepared on the historical cost basis except for certain
properties and certain financial instruments, which are
measured at fair values, as explained in the accounting

policies set out below.

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange and by the Hong

Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company (its subsidiaries) made up to
31 December each year. Control is achieved where the
Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits

from its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income
statement from the effective date of acquisition or up to

the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of

the Group.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group's
equity therein. Minority interests in the net assets consist
of the amount of those interests at the date of the original
business combination and the minority’s share of changes
in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the
interests of the Group except to the extent that the
minority has a binding obligation and is able to make an

additional investment to cover the losses.

On acquisition of additional interest in subsidiaries,
goodwill was calculated as the difference between the
consideration paid for the additional interest and the
carrying amount of the net assets of the subsidiaries
attributable to the additional interest acquired. If the
Group's additional interest in the net assets of the
subsidiaries exceeds the consideration paid for the
additional interest, the excess is recognised immediately

in the consolidated income statement.

Business combinations

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that
meet the conditions for recognition under HKFRS 3

“Business combinations” are recognised at their fair

values at the acquisition date.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

Goodwill arising on acquisition is recognised as an asset
and initially measured at cost, being the excess of the
cost of the business combination over the Group's interest
in the net fair value of the identifiable assets, liabilities
and contingent liabilities recognised. If, after
reassessment, the Group's interest in the net fair value of
the acquiree's identifiable assets, liabilities and contingent
liabilities exceeds the cost of the business combination,

the excess is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the net
fair value of the assets, liabilities and contingent liabilities

recognised.

Investments in associates

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the
power to participate in the financial and operating policy
decisions of the investee but is not control or jointly

control over those policies.

The results and assets and liabilities of associates are
incorporated in the consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group's share of the profit or
loss and of changes in equity of the associates, less any
identified impairment loss. When the Group's share of
losses of an associate equals or exceeds its interest in
that associate (which includes any long-term interests that,
in substance, form part of the Group's net investment in
the associate), the Group discontinues recognising its
share of further losses. An additional share of losses is
provided for and a liability is recognised only to the extent
that the Group has incurred legal or constructive

obligations or made payments on behalf of that associate.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates (continued)

Any excess of the cost of acquisition over the Group's
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised as
goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment

as part of the investment.

Any excess of the Group's share of the net fair value of
the identifiable assets, liabilities and contingent liabilities
over the cost of acquisition after reassessment, is

recognised immediately in profit or loss.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of

the Group's interest in the relevant associate.

Jointly controlled entities

Joint venture arrangements that involve the establishment
of a separate entity in which venturers have joint control
over the economic activity of the entity are referred to as

jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting. Under
the equity method, investments in jointly controlled
entities are carried in the consolidated balance sheet at
cost as adjusted for post-acquisition changes in the
Group's share of the net assets of the jointly controlled
entities, less any identified impairment loss. When the
Group's share of losses of a jointly controlled entity equals
or exceeds its interest in that jointly controlled entity
(which includes any long-term interests that, in substance,
form part of the Group's net investment in the jointly
controlled entity), the Group discontinues recognising its
share of further losses. An additional share of losses is
provided for and a liability is recognised only to the extent
that the Group has incurred legal or constructive
obligations or made payments on behalf of that jointly

controlled entity.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Jointly controlled entities (continued)

Any excess of the Group's share of the net fair value of
the identifiable assets, liabilities and contingent liabilities
over the cost of acquisition after reassessment, is

recognised immediately in profit or loss.

When a group entity transacts with a jointly controlled
entity of the Group, unrealised profits or losses are
eliminated to the extent of the Group's interest in the
jointly controlled entity, except to the extent that
unrealised losses provide evidence of an impairment of
the asset transferred, in which case, the full amount of

losses is recognised.

Goodwill

Goodwill arising on acquisitions after 1 January 2001 and
prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is before 1 January 2005 represents
the excess of the cost of acquisition over the Group's
interest in the fair value of the identifiable assets and
liabilities of the relevant subsidiary at the date of
acquisition.

For previously capitalised goodwill arising on acquisitions
after 1 January 2001, the Group has discontinued
amortisation from 1 January 2005 onwards, and such
goodwill is tested for impairment annually, and whenever
there is an indication that the cash generating unit to

which the goodwill relates may be impaired.
Goodwill arising on acquisitions on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is on or after 1 January 2005
represents the excess of the cost of acquisition over the
Group's interest in the fair value of the identifiable assets,
liabilities and contingent liabilities of the relevant
subsidiary at the date of acquisition. Such goodwill is

carried at cost less any accumulated impairment losses.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

Capitalised goodwill arising on an acquisition of a
subsidiary is presented separately in the consolidated

balance sheet.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the
acquisition. A cash-generating unit to which goodwill has
been allocated is tested for impairment annually, and
whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a
financial year, the cash-generating unit to which goodwill
has been allocated is tested for impairment before the
end of that financial year. When the recoverable amount
of the cash-generating unit is less than the carrying
amount of the unit, the impairment loss is allocated to
reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit pro
rata on the basis of the carrying amount of each asset in
the unit. Any impairment loss for goodwill is recognised
directly in the consolidated income statement. An
impairment loss for goodwill is not reversed in subsequent

periods.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the

determination of the amount of profit or loss on disposal.

Investment properties

On initial recognition, investment properties are measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties
are measured using the fair value model. Gains or losses
arising from changes in the fair value of investment
properties are included in profit or loss for the period in

which they arise.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment properties (continued)

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the consolidated income statement in the year in which

the item is derecognised.

Properties, plant and equipment

Properties, plant and equipment (other than properties,
plant and equipment under construction) used in the
production or supply of goods or services, or for
administrative purposes, are stated in the consolidated
balance sheet at cost less subsequent accumulated

depreciation and any accumulated impairment losses.

Depreciation is provided to write off the cost of items of
properties, plant and equipment other than the
properties, plant and equipment under construction over
their estimated useful lives and after taking into account
of their estimated residual value, using the straight-line

method, at the following rates per annum:

Freehold land Nil
Properties for own use Over the remaining unexpired
terms of the leases or fifty

years, whichever is the

shorter
Leasehold improvements 10 -20%
Plant and machinery 10 - 20%
Furniture, fixtures and equipment 10 - 33'/5%
Motor vehicles 20%
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Properties, plant and equipment (continued)
Properties, plant and equipment under construction,
representing property, plant and equipment in the course
of construction for production or for its own use purposes,
are carried at cost less any recognised impairment loss.
Properties, plant and equipment under construction is
classified to the appropriate category of property, plant
and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are

ready for their intended use.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included
in the consolidated income statement in the year in which

the item is derecognised.

Leasehold land and buildings under development for
future owner-occupied purpose

When the leasehold land and buildings are in the course
of development for production, rental or for administrative
purposes, the leasehold land component is classified as
a prepaid lease payment and amortised over a straight-
line basis over the lease term. During the construction
period, the amortisation charge provided for the
leasehold land is included as part of costs of buildings
under construction. Buildings under construction are
carried at cost, less any identified impairment losses.
Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and
condition necessary for them to be capable of operating

in the manner intended by management).
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Inventories

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

selling and distribution.

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a

straight-line basis over their estimated useful lives.

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 consolidated income statement

when the asset is derecognised.

Research and development expenditure expenditures
Expenditure on research activities is recognised as an

expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is amortised on a
straight-line basis over its useful life, and carried at cost
less subsequent accumulated amortisation and any

accumulated impairment losses.
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SIGNIFICANT ACCOUNTING POLICIES FESHBEK @)
(continued)
Intangible assets (continued) BIEE (B)

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

which it is incurred.

Subsequent to initial recognition, internally-generated
intangible asset is reported at cost less accumulated
amortisation and accumulated impairment losses, on the

same basis as intangible assets acquired separately.

Impairment

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset may
be impaired (see the accounting policies in respect of
impairment losses for tangible and intangible assets

below).

Impairment losses (other than goodwill (see the
accounting policies in respect of goodwill))

At each balance sheet date, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment loss is recognised

as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as

income immediately.
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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 is recognised in the
consolidated income statement on a straight-line basis
over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and
recognised as an expense on a straight-line basis over

the lease term.

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised
as a reduction of rental expense on a straight-line basis

over the term of the relevant lease.

The land and building elements of a lease of land and
building are considered separately for the purpose of
lease classification, leasehold land which title is not
expected to pass to the lessee by the end of the lease
term is classified as an operating lease unless the lease
payments cannot be allocated reliably between the land

and building elements, in which case, the entire lease is

classified as a finance lease.
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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
recorded 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 each balance sheet
date, monetary items denominated in foreign currencies
are retranslated at the rates prevailing on the balance
sheet date. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not

retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the period in which they
arise, except for exchange differences arising on a
monetary item that forms part of the Group’s net
investment in a foreign operation, in which case such
exchange differences are recognised in equity in the
consolidated financial statements. Exchange differences
arising on the retranslation of non-monetary items carried
at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-
monetary items in respect of which gains and losses are

recognised directly in equity, in which cases, the exchange

differences are also recognised directly in equity.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

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. Hong Kong dollars) at the rates of
exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case,
the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the
translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the

foreign operation is disposed of.

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

translation reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are
capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when 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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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 charged 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.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated income statement because it excludes
items of income or expense that are taxable or deductible
in other years and it further excludes items that are never
taxable or deductible. The Group's liability for current tax
is calculated using tax rates that have been enacted or

substantively enacted by the balance sheet date.

Deferred tax is recognised on 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, and
is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of assets and liabilities in

a transaction that affects neither the taxable profit nor

the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, and interests in joint ventures,
except where the Group is able to control the reversal of
the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable

future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date 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 is calculated at the tax rates that are
expected to apply in the period when the liability is settled
or the asset realised. Deferred tax is charged or credited
to profit or loss, except when it relates to items charged
or credited directly to equity, in which case the deferred

tax is also dealt with in equity.

Financial instruments

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

profit or loss are recognised immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets

The Group's financial assets are classified into (i) financial
assets at fair value through profit or loss, (i) loans and
receivables and (iii) available-for-sale financial assets. All
regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace. The accounting policies adopted in respect
of each category of financial assets are set out below.

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

At each balance sheet date subsequent to initial
recognition, financial assets at fair value through profit or
loss are measured at fair value, with changes in fair value
recognised directly in profit or loss in the period in which
they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. At each balance sheet date
subsequent to initial recognition, loans and receivables
(including trade and other receivables and bank balances)
are carried at amortised cost using the effective interest
method, less any identified impairment losses. An
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount can
be related objectively to an event occurring after the
impairment was recognised, subject to a restriction 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at fair value through profit or loss, loans and receivables
or held-to-maturity investments. At each balance sheet
date subsequent to initial recognition, available-for-sale
financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset
is disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognised
in equity is removed from equity and recognised in profit
or loss. Any impairment losses on available-for-sale
financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not
reverse in profit or loss in subsequent periods. For
available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of
the investment can be objectively related to an event

occurring after the recognition of the impairment loss.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of such
unguoted equity instruments, they are measured at cost
less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired. The
amount of the impairment loss is measured as the
difference between the carrying amount of the asset 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 losses will not reverse in

subsequent periods.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of
the contractual arrangements entered into and the

definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities. The Group's financial liabilities are
generally classified into financial liabilities at fair value
through profit or loss and other financial liabilities. The
accounting policies adopted in respect of financial

liabilities and equity instruments are set out below.

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss has
two subcategories, including financial liabilities held for
trading and those designated at fair value through profit
or loss on initial recognition.

At each balance sheet date subsequent to initial
recognition, financial liabilities at fair value through profit
or loss are measured at fair value, with changes in fair
value recognised directly in profit or loss in the period in

which they arise.

Other financial liabilities

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

effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded

at the proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Derivative financial instruments and hedging
Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at each balance sheet date.
The resulting gain or loss is recognised in profit or loss
immediately unless the derivative is designated and
effective as a hedging instrument, in which event the
timing of the recognition in profit or loss depends on the

nature of the hedge relationship.

Derivatives that do not qualify for hedge accounting are
deemed as financial assets held for trading or financial

liabilities held for trading.

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

rate swaps).

Hedge accounting
The Group designates certain derivatives as hedging

instruments as cash flow hedges.

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

Cash flow hedge

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges are deferred in equity. The gain or loss relating
to the ineffective portion is recognised immediately in

profit or loss as part of other expenses or other income.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Cash flow hedge (continued)

Amounts deferred in equity are recycled in profit or loss
in the periods when the hedged item is recognised in

profit or loss.

Hedge accounting is discontinued when the Group
revokes the hedging relationship, the hedging instrument
expires or is sold, terminated, or exercised, or no longer
qualifies for hedge accounting. Any cumulative gain or
loss deferred in equity at that time remains in equity and
is recognised when the forecast transaction is ultimately
recognised in profit or loss. When a forecast transaction
is no longer expected to occur, the cumulative gain or
loss that was deferred in equity is recognised immediately

in profit or loss.

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the financial
assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of the
financial assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly

in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount
of the financial liability derecognised and the

consideration paid and payable is recognised in profit or

loss.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Share-based payment transactions

Share options granted and vested prior to 1 January 2005

The Group did not recognise the financial effect of share
options until they were exercised. Upon the exercise of
the share options, the resulting shares issued are recorded
as additional share capital at the nominal value of the
shares, and the excess of the exercise price per share over
the nominal value of the shares is recorded in the share
premium account. Options which lapsed or cancelled
prior to their exercise date are deleted from the register

of outstanding options.

Share options granted and vested on or after 1 January
2005

Equity-settled share-based payment transactions

Share options granted to directors and employees of the
Group

The fair value of services received determined by
reference to the fair value of share options granted at the
grant date is recognised as an expense in full at the grant
date when the share options granted vest immediately,

with a corresponding increase in the share option reserve.

At each balance sheet date, 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, if any, is recognised in profit or loss with a

corresponding adjustment to share options reserve.

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

profits.
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Revenue recognition
Revenue is measured at the fair value of the consideration
received or receivable for goods and services provided
in the normal course of business, net of discounts and

sales related taxes.

Income from sales of goods are recognised when goods

are delivered and title has passed.
Service income is recognised when services are provided.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount.

Rental income is recognised on a straight-line basis over

the term of the relevant lease.

Dividend income from available-for-sale investments is

recognised when the shareholders’ rights to receive

payment have been established.
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4. KEY SOURCES OF ESTIMATION 4. {3t FHBEZZ2ETERE

UNCERTAINTY

In the process of applying the Group's accounting policies EEEBERBAEE 2 &5 BK (R
which are described in Note 3, management has made FE3E) MARPEL LA T T R E R
the following estimation that have significant effect on SAHGEMBERMRANER I RBEKE
the amounts recognised in the consolidated financial 7( FE-TNHMAEBERREERR
statements. The key assumptions concerning the future, REZBETTHBPEZZ HMEE R
and other key sources of estimation uncertainty at the ﬁ ez F R LA HEE Bt g &N
balance sheet date, that have a significant risk of causing BET—EAYBEFENEEREGERT
a material adjustment to the carrying amounts of assets BEEERARZERER-

and liabilities within the next financial year, are also

discussed below.

Estimated impairment of goodwill BB R E MG

Determining whether goodwill is impaired requires an ErEEERHBEMERAGEEMR
estimation of the value in use of the cash-generating units ErRzReELBUEREE A%
to which goodwill has been allocated. The value-in-use EAEEREERARERREZE S
calculation requires the Group to estimate the future cash EFBENzBRRERERGEZIE
flows expected to arise from the cash-generating unit and EERMET A ERE-MRRERER
a suitable discount rate in order to calculate the present EMELRIBHREE QS EER
value. Where the actual future cash flows are less than EBEEE-R_ZTERF+t_A=+—8"
expected, an impairment loss may arise. At 31 December WENBARMELEZEABZREEBELN
2006, the carrying amount of goodwill was approximately #1,717,519,0007% 7T < fff & 2 & A 4 Bl
HK$1,717,519,000 arising from acquisition of subsidiaries. RIB et EFFBERM 208 55 -

Details of the recoverable amount calculations of

subsidiaries are disclosed in Note 20.

Income taxes ZECE ]

At 31 December 2006, deferred tax assets of RZZETZRFFT_A=+—H BH#AX
approximately HK$9,678,000 (2005: HK$10,447,000) in PAMEBEREZEEREELEED
relation to unused tax losses has been recognised in the 9,678,000 7t (ZZT T A % : 10,447,000
Group's consolidated balance sheet. No deferred tax BT ERAEBRGAEERBARTRE
asset has been recognised on the tax losses of ReBHN DT 575 oK A UK B
HK$25,338,000 (2005: HK$15,970,000) due to the 25,338,000 T (=T & A F: 15,970,000
unpredictability of future profit stream. The realisability BB ERERETERIAEE &
of the deferred tax asset mainly depends on whether REEHRBEEFEZRTERAERHAR
sufficient future profits or taxable temporary differences o M S i R AR AR 2 R E R =
will be available in the future. In cases where the actual BME - MMEEZ RREB RN DRk
future profits generated are less or more than expected, ZRIEH G ARERIAE E AR
a reversal or further recognition of deferred tax assets may YRR Bl X — P RE R A0 70 5% 8 B o A
arise, which would be recognised in profit and loss for REHBNIBERPER-

the period in which such a reversal or recognition takes

place.
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SF

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group's major financial instruments include equity
instruments, derivative financial instruments, bank
balances and cash, bank borrowings, trade and other
receivables, trade and other payables and bills payable.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments and 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

(i) Currency risk
Several subsidiaries of the Company have foreign
currency sales/purchases denominated in
currencies other than their functional currencies
of the relevant group entities, which expose the
Group to foreign currency risk. During the year,
the Group has entered into certain foreign currency
forward contracts to hedge against part of its
exposure to potential variability of foreign currency
risk arising from changes in foreign exchange
exposure. The management continuously monitors
the foreign exchange exposure and will consider
further hedging foreign currency risk should the
need arises.

The Group also had foreign currency exposure
arising from the bank borrowings denominated in
US dollars and Japanese Yen which are not the
functional currencies of the relevant group entities.

The management will consider hedging significant

foreign currency exposure should the need arises.
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5. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Market risk (continued)

(ii)

(iii)

(iv)

Cash flow interest rate risk

The Group's cash flow interest rate risk relates
primarily to floating-rate bank borrowings (see
Note 30 for details of these borrowings). In relation
to these floating-rate borrowings, the Group aims
at keeping certain borrowings at fixed rates. In
order to achieve this result, the Group entered into
interest rate swaps to hedge against part of its
exposure to potential variability of cash flows
arising from changes in floating rate (see Note 23
for details). The management continuously
monitors interest rate fluctuation and will consider
further hedging interest rate risk should the need

arises.

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 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.

Fair value interest rate risk

The Group is exposed to fair value interest rate
risk from the fixed rate debt securities (see Note
22 for details). However, the management

considered the risk is insignificant to the Group.

Equity price risk
The Group is exposed to equity price risk. The
management manages this exposure by

maintaining a portfolio of investments with

different risk profiles.
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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 2006 in relation to each class of
recognised financial assets is the carrying amount of those
assets as stated in the consolidated balance sheet. In
order to minimise the credit risk, the management of the
Group has delegated the members of the board of
directors responsible for determination of credit limits,
credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable
amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses
are made for irrecoverable amounts. 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 banks with good credit ratings.

The Group has no significant concentration of credit risk,
with exposure spread over a number of counterparties
and customers.

Fair value
The fair value of financial assets and financial liabilities
are determined as follows:

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

. the fair value of derivative instruments are
determined in accordance with generally accepted
pricing models.

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements

approximate their fair values.
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6. REVENUE 6. HEXH
Revenue represents the net amounts received and EEBREAEERFANBHIIEPHE
receivable by the Group from the sale of goods to outside Bm ORERERITIN) RIBHRS < AT
customers, less returns and allowances, and services FEWESEFE DMWT:

rendered by the Group, for the year and is analysed as

follows:
2006 2005
—EERE —ETRF
HK$'000 HK$'000
FET FHET
Sale of laminates HEBE MR 6,288,922 4,788,387
Sale of PCBs SHEE ENRI 4R B AR 6,649,997 5,284,203
Sale of chemicals HE(LTER 2,725,653 2,023,404
Others HAih 1,108,776 1,002,360

16,773,348 13,098,354
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥EBRiESDZ

Business segments XD
For management purposes, the Group is currently EERTE AEEBAOKHKEE
organised into four operating divisions — laminates, PCBs, ZBPT — B I AR - ENRRIAR B AR L TE
chemicals and others. These divisions are the basis on REM EHPFIRAEERBFHEETE
which the Group reports its primary segment information. DEER 2 B
Laminates PCBs Chemicals Others  Eliminations ~ Consolidated
ERER  AOREBK tIER Rt H ga

HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FiEn FiEn TR TR TR

Year ended HZ-ZTAE
31 December 2006 t=A=1-A
LFE
Segment revenue poril
External sales WIHER 6,288922 6649997 2725653 1,108,776 - 16,773,348
Inter-segment sales PR HEE 1,954,390 - 1,285,722 15,571 (3,255,683) -
Total ait 8,243,312 6,649,997 4,011,375 1,124,347 (3,255,683) 16,773,348
Result E4 |
Segment result IBEE 1,807,375 686,182 342,027 80,248 - 2915832
Gain on disposal and HLERBELE
deemed disposal —EHEAA
of partial interest in BoEs
a subsidiary a6 4,830,916 - - - - 4,830,916
Discount on acquisition Wi =
of an associate NEE - 48,182 - - - 48,182
Discount on acquisition W —fENE
of additional interest INGE
in a subsidiary BRirE 1,498 - - - - 1,498
Unallocated corporate FAEZAR
income WA 156,853
Unallocated corporate RAEZAR
expenses il (82,030)
Finance costs BERA (313,266)
Share of results of ERBEAREE
associates - 90 39,834 - - 39,924
Share of results of jointly FElr RS
controlled entities i £ - - - (1,755) - (1,755)
Profit before taxation BHanaM 7,596,154
Income tax expense FER Y (240,435)
Profit for the year FRET 7,355,719
Inter-segment sales are charged by reference to market DHMEHEER L EMEFE-
prices.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7.

(continued)

Business segments (continued)

KB ()

EXRHEDE (&)

Laminates PCBs Chemicals Others Consolidated
EHER Nl &35 4R tIEMm 2t =e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR THER TR THER
Year ended BE-EZ/E
31 December 2006 +=A=+-H
ILFE
Other information Hip &R
Capital additions BARER 799,415 730,675 780,546 122,707 2,433,343
Depreciation and amortisation FTEREH 444,331 385,049 148,367 53,951 1,031,698
At 31 December 2006 RZBERE
+=A=t-H
Assets BE
Segment assets DEEE 8,337,233 9,342,019 4,733,011 537,846 22,950,109
Interests in jointly controlled RARZHER
entities P i - - - 15,354 15,354
Investments in associates NN
ZRE - 247,158 239,771 - 486,929
Unallocated corporate assets RAMZ AT
BE 4,668,659
Consolidated total assets RABERE 28,121,051
Liabilities B
Segment liabilities PHEE (1,053,065)  (1,183,719)  (1,054,577) (107,024)  (3,398,385)
Unallocated corporate e N AN
liabilities BE (5,709,745)
Consolidated total liabilities RARAGLE

(9,108,130)
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRHMESZ (&)

(continued)

Business segments (continued) 2K (E)
Laminates PCBs Chemicals Others  Eliminations  Consolidated
EER  HRISER LIER =] ¥ )

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL THEL TEL TEL

Year ended HE-TTRA
31 December 2005 +-A=1+-H
IHFE
Segment revenue o 6
External sales HIMAER 4,788,387 5,284,203 2,023,404 1,002,360 - 13,09835%
Inter-segment sales PEEHER 1,096,509 = 1,171,888 = (2,268,397) =
Total o 5,884,89% 5,284,203 3,195,292 1,002,360 (2,268,397) 13,098,354
Result Ev
Segment result DEEE 1,217,278 567,030 168,873 71,289 = 2,024,470
Discount on acquisition BB
of additional interest ANGEE
in a subsidiary Bamez 6,305 = = = = 6,305
Unallocated corporate APBZDH
income WA 56,797
Unallocated corporate RAEZRAA
expenses it (10,032)
Finance costs BERA (274,418)
Share of results of jointly ~ FEfH £REIEH
controlled entities Bzl = = = (14,320) = (14,320)
Profit before taxation bR T A 1,788,802
Income tax expense T (139,970)
Profit for the year FREF 1,648,832
Inter-segment sales are charged by reference to market DEEHEEE D2 EN BT HE -

prices.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRHMESZ (&)

(continued)

Business segments (continued) 2K (E)
Laminates PCBs Chemicals Others  Consolidated
BlAER  ERSER CIER Htt o)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TAL TAL TR TATL

Year ended BE-ZZhfF
31 December 2005 +-RA=1-H
LEE
Other information Hip &R
Capital additions BARER 677,028 574,362 680,911 33,59 1,965,897
Depreciation and amortisation WEREH 359,971 362,718 85,999 9,030 817,718
At 31 December 2005 RZZZRF
+=A=1-F
Assets BE
Segment assets AHEE 7,168,489 5,689,807 3,767,061 527,189 17,152,546
Interests in jointly controlled RERZHIER
entities P i = = = 17,109 17,109
Investment in an associate il -WNG]
ZRE = = 188,137 = 188,137
Unallocated corporate assets RAB AT
BE 2,003,030
Consolidated total assets RABERE 19,360,822
Liabilities =4
Segment liabilities AEHaE (945,305) (1,062,185) (652,812) (87,950) (2,748,252)
Unallocated corporate e N AN
liabilities BE (6,965,827)

Consolidated total liabilities RAAREAE (9,714,079)
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRHMESZ (&)

(continued)

Geographical segments i & 5 &
The analysis of the Group's revenue by geographical NTAREERMSHEBESRNFE 2
market for the year is as follows: BRI
2006 2005
—EEBRE —EERF
HK$'000 HK$'000
TERT FET
The People’s Republic of China (the “PRC”) #ZE ARHLRE ([FEH]) 12,506,931 9,505,402
Other Asian countries H AT MBI 2,556,456 2,145,651
Europe B 1,222,052 996,072
America El 487,909 451,229
16,773,348 13,098,354
An analysis of segment assets and capital additions by HRAEEZEERBHCLNFE W
geographical area in which the assets are located has not WEREEEMEMEERDBEERE
been presented as the Group's assets are substantially IR Do
located in the PRC.
8. OTHER INCOME 8. HitlrA
2006 2005
—EEBRE —EERF
HK$'000 HK$'000
FERT FAET
Other income comprises: HA WA BIE:
Rental income HEE WA 6,014 2,053
Gain on fair value changes of investment & EWE N T EEE)
properties 2 Was 7,163 717
Gain on disposal of properties, plantand ~ HEWZE E k& &
equipment pal & 144 =
Net exchange gain PE & W 558 28,787 10,236
Others A 8,167 374
50,275 13,380
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9. INVESTMENT INCOME 9. REWA
2006 2005
—EEAREF —EERF
HK$'000 HK$'000
FERT FA&T
Dividends from available-for-sale AHHEREZRE
investments 1,002 6,862
Gain on disposal of available-for-sale HEAHEERE
investments ZWzs 6,876 35,724
Gain on disposal of investments held HERIEFERRE
for trading 2= 85,197 -
Gain on fair value changes of foreign SNEREIS A TE
currency forward contracts B W 23 =
Interest income from bank deposits SRITIERA BUA 51,499 11,151
144,597 53,737

10. GAIN ON DISPOSAL AND DEEMED 10. HERBIEHE—RBHE AT

DISPOSAL OF PARTIAL INTEREST IN A Mo Bz WS

SUBSIDIARY

During the year ended 31 December 2006, the Group REBE_ZZXFT_A=+—HIEF
spun off its interests in Kingboard Laminates Holdings FER AEBEDFHENZERERER
Limited (“KLHL"), a subsidiary of the Company principally BRAR ([BBEERER]) 2 # a0
engaged in the manufacture and sale of laminates and RFFERBYL LT ([HHF]) -BEEE
laminate-related products, for a separate listing on the RAERRAMBLRAR T2REFHER
main board of the Stock Exchange (the “Spin-off”). The HEBINEREEBNEREBEAE R K
Group disposed of 675,000,000 shares in KLHL to the SEREREEEERKRG7.738 TR
public investors at a price of HK$7.73 per share in KLHL, A RILE E 5 675,000,0008% 32 8 1 B
giving a total consideration of approximately MR B £ - +0 B 48 B8 BA 2 49 231,841,000/
HK$5,217,750,000 before expenses, which amounted to JCRIZ @R {E# A5,217,750,0005 T °
approximately HK$231,841,000. It resulted in a gain on HEZBEERDOEE 2 KHELD
disposal of partial interest in KLHL of approximately #4,166,273,000% T R B IFREH
HK$4,166,273,000, including a gain on release of & U A # [8 #959,460,0007% JT

translation reserve of approximately HK$59,460,000.

In addition, KLHL has also issued a total of 150,000,000 AN BB R MR BT EERT.738
new shares to the public investors at an issue price of TTIR AR E E # 1T A $£150,000,0008%
HK$7.73 per share in KLHL, resulting in a gain on deemed BOEBERARD Bt REBERIEL
disposal of partial interest in KLHL by the Group of EREREERBIBRZWANAR
approximately HK$664,643,000. 664,643,0005% T ©

As a result of the Spin-off, the Group's interest in KLHL DIFEE AEENEEREER ZERH
was reduced from 100% to 72.5%. 100%)BE72.5% °
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11. FINANCE COSTS 1. BMEAAN

2006 2005

ZEERE —TERF

HK$'000 HK$'000

TER TR

Interest on bank borrowings wholly ARTFAZEER

repayable within five years ZIRITIEE ZFE 382,622 262,035
Other finance charges Hip& 8 36,637 16,114
419,259 278,149

Release of hedging reserve i 2 B (43,823) -
Fair value changes of interest rate swap MER R THEE (59.126) -
316,310 278,149
Less: Interests capitalised B BAMERLE (3,044) (3,731)
313,266 274,418

Borrowing costs capitalised during the year arose on the FAZERLBERETIR —REEF
general borrowing pool and are calculated by applying a EE R_ZTERFULSEREERX
capitalisation rate of 5% for 2006 (2005: 5%) to ZEREESR(ZETRHF:5%) T E-

expenditures on qualifying assets.
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12. INCOME TAX EXPENSE 12. FEHAX
2006 2005
ZEERE —TERF
HK$'000 HK$'000
TER TR
The amount comprises: BIABLE:
Hong Kong Profits Tax EBNSH
Charge for the year REE 2 HIEH 16,310 52,446
(Over)underprovision in previous years BEFE (BRERE)
BETRE (8,433) 862
7,877 53,308
Taxation arising in other jurisdictions E M RARERE 2 FIE
Charge for the year REE 2 BIEH 246,190 98,656
Underprovision in previous years BEFERETR 4,404 1,710
250,594 100,366
Deferred taxation RIER IR
Credit for the year (Note 31) RELZER (F177231) (18,036) (13,704)
240,435 139,970
Hong Kong Profits Tax is calculated at 17.5% on the BB NEH DR ZMF A h T ERE R
estimated assessable profits for both years. A HE17 5% 2 B & T H
Taxation arising in other jurisdictions is calculated at the HihmE# R RIATIREMAEER

rates prevailing in the relevant jurisdictions. ZHEARESE-
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12.

INCOME TAX EXPENSE (continued)

Taxation for the year can be reconciled to the profit before

taxation as follows:

12. FBHMAX @)

T:

REE 2 FIAS BB ADE M 2 $ 8R40

2006 2005
ZEEAREF —ETHEF
HK$'000 HK$'000
FER FAET
Profit before taxation R AL AT ) 7,596,154 1,788,802
Tax charge at the domestic income tax VAE 30 P15 15 % 33%
rate of 33% (2005: 33%) (Note 1) (ZZEZERHF:33%)
SRR (HaE1) 2,506,731 590,304
Tax effect of expenses not deductible for TR E R 2 F %
tax purpose TE 60,506 167,286
Tax effect of income not taxable for tax BARTIM S 2 B
purpose TE (999,641) (75,502)
Tax effect of share of results of associates AW E R RIER L
WM& 13,175 -
Tax effect of share of results of jointly DG ARG B RERE
controlled entities BB (579) (4,436)
(Over)underprovision in previous years BEFE (BREE)
BRETR (4,029) 2,572
Tax effect on tax holiday (Note 2) SR ST
(Ffez2) (287,014) (189,135)
Tax effect of tax losses not recognised RTHATIEBEZ BB
2 1,639 23,907
Effect of different tax rates of subsidiaries ~ R EAL A AR,
operating in other jurisdictions/areas WRLEHMBERRZ
TRBE 28 (1,050,353) (375,026)
Tax expense for the year REE 2 HBHRX 240,435 139,970
Notes: et
1. The domestic income tax rate of 33% represents the PRC 1. B0 TS R R 33% Fa A 2 (B A 2D TS FR AT A
Enterprise Income Tax of which the Group’s operations are BB %EER
substantially based.
2. Certain subsidiaries of the Company in the PRC are exempted 2 ANATETFrh BB A T G SRR ERE (B

from income tax in the PRC for two years starting from the first

profit making year in which profits exceed any carried forward

tax losses followed by a 50% reduction in the income tax rate in

the following three years.

AR (AR S 2 ISR 1R) At e
RRMMT BTSN AR =FMEHEER

%50%
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13.

PROFIT FOR THE YEAR

13. ANFEEF

2006 2005
ZEERE —TERF
HK$'000 HK$'000
FET FAET
Profit for the year has been arrived at RFEH N E LR
after charging (crediting): (ML) ATIEER:
Depreciation of properties, plant and EN N E
equipment nE 1,031,198 817,258
Amortisation of intangible assets BIEESK (B
(included in administrative costs) ASTERAS) 500 460
1,031,698 817,718
Auditor’s remuneration ZERRD BN 7,800 7,521
Impairment loss recognised in respect HE 5 R H M EUERRK
of trade and other receivables WRRERE 34,010 35,143
Net exchange gain B H W am 3 5E
—included in cost of sales —BETABERAR (21,474) (14,932)
—included in other income —BEFAEMIA (28,787) (10,236)
(50,261) (25,168)
Loss on closure of a jointly controlled B —EHRIEH B
entity pd) =] - 5,334
Loss on disposal and write off of HE R EHT %
properties, plant and equipment R Nk 2 R - 1,669
Release of prepaid lease payments TERHEERIE 2 D 8,595 6,513
Total staff costs, including directors’ BIKAEE B1F
emoluments (see Note 14) EEME (RHE14) 1,357,187 967,756
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14. DIRECTORS' AND EMPLOYEES' 14. EERESMS

EMOLUMENTS
The emoluments paid or payable to each of the thirteen ENEN =% (ZTZTRF: +HHA)
(2005: fourteen) directors were as follows: FEZHEWT

Year ended 31 December 2006
BECERARTIACT-ALER
Mok
Cheung Cheung Cham Cheng
Cheung Chan lam  Kwok  Chewng  Kwong  Cheung ~ Chang  Hung, Lum  Ming Fun, Tse
KwokWing WingKwan ~ KaPo  Keung KwokWa ~ Kwan KwokPing ~WingYiu Chadwick ~Gum Wun Paul  Kam Hung  Henry Tan Total
RAX RiE W3R REM  REE  RRE  RAY SR EEE MRE EWM EER RSH an
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000 HKS'000  HKS'000  HKS'000 HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
Tr fEr T TR TR TEn  TEr  TEr  fEr TEn TR TEm  TEn TER

Fees %3 - - - - - - - - - - 480 180 180 840
Other emoluments; Kt
Salaries and other benefits ~ $4 RE &R 2755 2485 1490 1739 253 2002 1739 260 2782 - - - - 0155
Contrbutions to efirement &/t
benefis scheme i 100 8 86 7 8 9 80 ] - - - -
Performance related TfRR%R
incentive payment SR 26900 15000 13000 13000 13850 13500 13620 13,000 13,000 - 100 200 100 135270

Total emoluments Heag 9755 17572 14556 14813 16459 15615 15439 15714 15883 - 580 380 280 157,046




Annual Report 2006 —“ZZ/XF4F# Kingboard Chemical Holdings Limited 251t T 5 M|

he W

NoTEs To THE CONSOLIDATED FINANCIAL STATEMENTS

e PR

For the year ended 31 December 2006 #Z=—FZENF+-A=1T—HIFFE

14. DIRECTORS’ AND EMPLOYEES' 14. EZREEME @)
EMOLUMENTS (continued)
Year ended 31 December 2005
BE-FERET_ACT-ALEE
Mok Tsao
Cheung Cheung Cham  Kwang Cheng
Cheung Chan Lam Kwok ~ Chewng  Kwong  Chewng ~ Chang  Hung,  Vung, Lum ~ Ming Fun, Tse
KwokWing WingKwen ~ KaPo  Keung  KwokWa Kwan KwokPing ~ WingYiu  Chadwick Peter  Gum Wun Paul - KemHung  Henry Tan Total
FER  RkE MR B  FEF REE O RAT  DKE EEE ERR O MEE O ABM BER A
HK000  HKS000  HKS000  HKS000  HKSO000  HKS000  HKSO00  HKSO00  HKSO00  HKSO00  HKS000  HKSOO0  HKS000  HKS000  HKSO00
Téin Thn TR TR TR TEr TR TR TR TR TE TR TR TR TR

Fees e = - - 2 = 2 2 = = %0 = 30 10 5 401
Otheremoluments: b
Sdariesandother &R

benefits EHEH 200 1960 1,680 19 2170 210 190 210 228 - - - - - 1843
Contrbutionsto KR
retirement {3
benefits scheme % 8 66 i) g 8 8 %0 9 - - - - - 766
Peformance related  TfERE
incentive payment BT 8174 645 4184 4184 5315 4 49% 4083 4083 - - - - - b9
Totalemoluments ~ HE£E 10510 849% 5930 6222 7632 6906 6982 6,213 6448 0 - 30 100 51 06,000

Note:  The performance related incentive payment is determined with reference Kzt TERBBHRRFIANL2EZMEFE RS RE-
to the operating results, individual performance and comparable market 8 A RER 2 LB 9% )R 1T 2 °E ©
statistics during both years.

No directors had waived any emoluments during the yearsended #iBEENEEZE TS NER-_EERE+-_A=

31 December 2006 and 2005 and the five highest paid individuals ~ +— B | EE R EE B4 - A EBR L EFEE
in the Group in both years were all directors of the Company. TRERSHATHAKRATIE S

During both years, no emoluments were paid to or receivable  wWEEEXN EESAEERELESH4EE (5

by the directors or the Group’s five highest paid individuals,  jzzr =) fmm < (st U AEIS - 1E 5B B2
including directors, as an inducement to join or upon joining the s op yneREE & (1 > 8B, 1 B BEES > (K -
Group or as compensation for loss of office.
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15.

DIVIDENDS 18
2006 2005
—EERE —TERF
HK$'000 HK$'000
FET THET
Dividends paid EIRERE
Interim dividend for 2006 of HK20 cents ZETRFFHRE
(2005: HK12 cents) per ordinary share B EBAR20E L
(ZZZRF128M) 162,721 94,172
Final dividend for 2005 of HK28 cents —ZEZT ﬁiﬂiﬂﬂﬁx g
(2005: final dividend for 2004 of BRCEAER28E
HK20 cents) per ordinary share (ZEZRFREZ
—ETMERBRE:
207841l 219,735 143,895
Additional dividend paid in respect of B R R 1 AR
the previous period as a result of new IRE B ImREET
shares issued subsequent to the A% 7 T st B
approval of the previous period’s HART I3 2 BROMR B
consolidated financial statements 192 458
382,648 238,525
Dividends proposed B2RERE
Proposed special dividend for 2006 of B _ETRFRAIRE
HK62 cents (2005: nil) per ordinary BT EAR6281
share (ZZZRFRA) 516,335 =
Proposed final dividend for 2006 of BE-ZTEREREARKRE
HK38 cents (2005: HK28 cents) B EEA38EL
per ordinary share (ZZZREF:28%8L) 316,464 219,735
832,799 219,735

The final dividend of HK38 cents per share and the special
dividend of HKé2 cents per share have been proposed
by the directors and is subject to approval by the

shareholders of the Company in the forthcoming annual

general meeting.

EEEFIRE RS SA38HEL R
M B ERR627E - 1A
BB FARGHE SAER-

FARRBRRNIEE
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16. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share

attributable to equity holders of the Company is based

on the following data:

16. BREF
ARRERBEARGEEAREEERE
MR T HIBURAE -

2006 2005
ZEERE —TERF
HK$'000 HK$'000
TER TR
Earnings for the purpose of calculating ATEEARREE
basic and diluted earnings per share Rz &BF 7,068,015 1,435,809

Number of shares

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

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

- outstanding warrants

Weighted average number of ordinary shares

for the purpose of calculating diluted

earnings per share

RHEBE
2006 2005
—EFAF —PEAF
HEEAGRARZ
@R T8
793,798,250 749,803,531
BETEENEY
L@
— RIT{E 2 BB AE 29,654,784 32,119,029
— R RRRAER 5,422,518 4,232,355
HEHEERARNZ
@R 8
828,875,552 786,154,915
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16. EARNINGS PER SHARE (continued) 16. BRER ©
The effect of dilutive potential shares on share of results REMEFEA BEG—HIFEEEREN
of a non wholly-owned subsidiary, Elec & Eltek BARMKTNZEEEFRAR(TEEIC])Z
International Company Limited (“EEIC"), based on the EEERENME & 2 B#E e 2 kD
dilution of its earnings per share for both years are HEILTEKR

insignificant.

2006 2005
ZBEXRE “ZThEF
Additional information on earnings per share:  FRZAF| 2 I INE K
Basic EA HK$2.756 HK$1.907
Diluted 3 HK$2.639 HK$1.818
Additional information on basic and diluted earnings per EARRESEREN 2 MINER TBRAR
share figures have also been presented, based on the R FE A AJE(S AR SE E 05 MR E I 3E
profit for the year attributable to equity holders of the KEMIAE MEREIN2 S AT EOAT:
Company less any non-recurring items, which are
calculated as follows:
2006 2005
ZEERE —_TTRF
HK$'000 HK$'000
FERT FAET
Profit for the year attributable to equity RARE=RFFE AEL
holders of the Company RE i A 7,068,015 1,435,809
Less: Non-recurring items W FEEE IR
Gain on disposal and deemed disposal HERRELE—H
of partial interest in a subsidiary YN AR
2 Wam (4,830,916) -
Discount on acquisition of an associate L B — B & A )
& (48,182) =
Discount on acquisition of additional WE—FMB AR
interest in a subsidiary HIMERITE (1,498) (6,305)
Earnings for the purpose of calculating HEEARGESEFK
basic and diluted earnings per share &z BRI 2,187,419 1,429,504
The denominators used are the same as those detailed P EMA OBNAEERREES

above for both basic and diluted earnings per share. i@z 5 EHER
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17. INVESTMENT PROPERTIES 17. REWHE
HK$'000
T
FAIR VALUE AFE

At 1 January 2005 N_ZEEhEFE—-H—H 32,340
Increase in fair value NFEEN 717

At 31 December 2005 and 1 January 2006 R-ZZETRF+-A=+—H
k=TT EF—H—H 33,057
Increase in fair value NFEIEIN 7,163
At 31 December 2006 R-ZEEF+-_A=+—H 40,220

The fair value of the Group's investment properties at 31
December 2005 had been arrived at on the basis of a
valuation carried out on that date by Messrs. Chung, Chan
& Associates, independent qualified professional valuers
not connected with the Group. At 31 December 2006, the
fair value of the Group's investment properties had been
arrived at on the basis of a valuation carried out on that
date by Messrs. B.I. Appraisals Limited, independent
qualified professional valuers not connected with the
Group. Messrs. Chung, Chan & Associates and B.I.
Appraisals Limited are members of the Institute of Valuers,
and have appropriate qualifications and recent experience
in the valuation of similar properties in the relevant
locations. The valuation, which conforms to International
Valuation Standards, was arrived at by reference to market

evidence of transaction prices for similar properties.

All of the Group's property interests held under operating
leases to earn rentals or for capital appreciation purposes

are measured using the fair value model and are classified

and accounted for as investment properties.

NEBEBEMER-_TTRF+_A=1
—HZRAFEDREAREY EEEZE
YEEREXGHEMEETNZBETR
B2 REEER-AEBEREMER _TTN
FHo-A=t—HAZAFEIRELREE
WEMBE 2 B A EREXEHEMRAE
RAMERABNE AETHRECELEE
BBET RMRABERFEBRARIIGE
fihee s AEEEER BEN GO
HEF R LR EEZ K-~ (A(EE
EERGEEER Y2 ERUMEXHEE

Z G REEE-

AEBRRIESHENEETRIFLE
MORA I E DS BFAAFEE
A E A DBRINEREYE-
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17. INVESTMENT PROPERTIES (continued) 17. REWXE #®)

The carrying value of investment properties shown above

comprises:

NoTEs To THE CONSOLIDATED FINANCIAL STATEMENTS

e PR

LA BRI E M RE E B

2006 2005
—EEBRE —TTRF
HK$'000 HK$'000
THET FHET
Property interests situated in ETHHEAORBERE
Hong Kong under: pA/ES 38
Medium-term lease FRERFE 49 4,480 2,777
Property interests situated outside BT IIEOR BB
Hong Kong under: RBEZYFEER:
Medium-term lease FRERFE 49 12,000 9,400
Long lease REAFRA 23,740 20,880
40,220 33,057
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18. PROPERTIES, PLANT AND EQUIPMENT 18. Y% -BEKRRE
Properties,
Freehold Furniture, plant and
landand  Leasehold fixtures equipment
properties  improve- and under
for own use ments  Plantand  equipment Motor  construction

XAERLH % machinery BR vehices EETHE Total
REANE  NERE  EEREE ZERRA RE  HERRG it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThR ThR T Th Th T Th

COST B&

At 1 January 2005 R-EERE-f-H 1,427,042 162659 5,889,278 128493 26 1249635 8951373
Exchange adjustments ERHE 18,353 10,370 82,197 2,381 3,804 44742 161,867
Additions TE 113672 15174 861,524 56,421 16267 1102839 1965897
Disposals and write off it & RS (1.421) (1,569) (71,141 7.739) (4,590) = (86,460)
Reclassifications ENNE 326,509 10691 116453 15,605 1319 (1,518718) =

At 31 December 2005 and RZEZ1E

1 January 2006 TZA=t-8R
Z355E-F-H 1,884,155 197,325 1,726,392 195,161 111,146 878498 10992677

Exchange adjustments EiE 23,693 52,197 118,383 11,342 4,641 35137 245,993
Additions hE 367,221 28,150 764,753 60,092 1190 1133826 2393232
Acquired from acquisition of  WEEME R AIMIEER

subsidiaries 3,382 - 33148 1,198 1,089 37 39,204
Disposals and write off HE R (9407)  (0343)  (109912)  (B7%)  (19992) - (08389)
Reclassifications ENnE 133418 4,801 591,153 4145 ) (733814) -
At 31 December 2006 RZZER

TZA=t-H 2,382,462 262730 9123917 243,203 136,371 1314034 13462717
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For the year ended 31 December 2006 #Z=—FZENF+-A=1T—HIFFE

PROPERTIES, PLANT AND EQUIPMENT 18. ¥¥ -BWERZE @)
(continued)
Properties,
Freehold Furniture, plant and
landand  Leasehold fixtures equipment
properties  improve- and under
for own use ments  Plantand  equipment Motor  construction
XAERLH % machinery BR vehices EETHE Total
RERNZ  NEEB  BEREE RERRG fE  HERRR it
HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$000
TER TER TERL TER TER TERL TER
DEPRECIATION AND fRRAE
IMPAIRMENT
At 1 January 2005 R-EERE-A-A 101,426 24,845 1,333,600 30,611 42073 - 1,532,555
Exchange adjustments EiA% 1,998 2,209 15,810 393 27195 = 23,205
Provided for the year KEERE 73535 23,504 662,304 48958 8,957 = 817,258
Eliminated on disposalsand ~ ERFH R
write off (550) (454) (60,102) (6,731) (2778) - (70,615)
At 31 December 2005 and WZ5Th%E
1 January 2006 tZA=t-Bk
ZE5RF-R-H 176,409 50,104 1951,612 73,231 51,047 - 2,302,403
Exchange adjustments EiA% 9774 8,682 25,09 1,405 8,199 = 53,151
Provided for the year KREERR 72851 35,1 868,426 29,461 25,349 - 1,031,198
Eliminated on disposalsand ~ ERF SR
write off (4.947) (18,022) (108,443) (27,044) (19,904 ) - (178,360)
At 31 Decernber 2006 RZZERX
+ZA=+-A 254,087 75875 2,736,686 71,053 64,691 - 3,208,392
CARRYING VALUES kA
At 31 December 2006 RZTER
tZA=1-A 2,128,375 186,855 6,387,231 166,150 71,680 1314034 10,254,325
At 31 December 2005 RZZTRE
tZA=1-A 1,707,746 147,221 5,774,780 121,930 60,099 878,498 8,690,274
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19. PREPAID LEASE PAYMENTS 19. BANHEERIEA
All of the Group's prepaid lease payments are prepaid for REE 2 HENEERIASG REBIAINE
medium-term lease leasehold land outside Hong Kong. &4 R EAR A AR R
2006 2005
—EBERE —ETRF
HK$'000 HK$'000
FET FHET
Analysed for reporting purposes as: MBE DT
Current asset MENVEE 9,513 7,669
Non-current asset FEMEBNEE 471,727 351,374
481,240 359,043
20. GOODWILL 20. HE
HK$'000
FHET
CARRYING VALUE RREE
At 1 January 2005 RZZEZERF—HA—H 1,379,999
Arising on acquisition of additional interests e B B 8 2 RI=E SN
in subsidiaries (Note) WEmEE (M) 279,355
At 31 December 2005 and 1 January 2006 A —ZETRF+=—RA=+—H
R_ZERF-HA—H 1,659,354
Arising on acquisition of subsidiaries W B A RIESE (EA1:35)
(see Note 35) 48,621
Arising on acquisition of additional interests g 4iny=NCIECEIN
in subsidiaries (Note) REESE (M) 9,544
At 31 December 2006 RZETZRF+A=+—H 1,717,519
Note: Goodwill was calculated as the difference between the Kzt ERIRBEEIMER TR (E E AT FEIME
consideration paid for the additional interest and the carrying mELFE AR EEFE RAEREET
amount of the net assets of the subsidiaries attributable to the H-

additional interest acquired.




e U

Annual Report 2006 —“ZZ/XF4F# Kingboard Chemical Holdings Limited 251t T 5 M|

NoTEs To THE CONSOLIDATED FINANCIAL STATEMENTS

e PR

For the year ended 31 December 2006 #Z=—FZENF+-A=1T—HIFFE

20.

GOODWILL (continued)
Particulars regarding impairment testing on goodwill
arising from acquisition of subsidiaries are disclosed as

follows:

As explained in Note 7, the Group uses business segments
as its primary segment for reporting segment information.
For the purposes of impairment testing, goodwill has
been allocated to the cash generating unit ("CGU") of
PCBs business segment. The carrying amount of goodwill
allocated to the CGU of PCBs business segment is
approximately HK$1,717,519,000 (2005:
HK$1,659,354,000).

The recoverable amount of the PCB’s CGU has been
determined from value-in-use calculation. Goodwill is
expected to generate cash flow for indefinite period. To
calculate this, cash flow projections are based on five year
periods financial budgets approved by senior
management. The key assumption for the value-in-use
calculation is the budgeted gross margin at a discount
rate of 7% and growth rate of 10%, which is determined
based on the unit’s past performance and management's
expectations for the market development. Management
believes that any reasonably possible change in any of
these assumptions would not cause the aggregate
carrying amount to exceed the aggregate recoverable
amount. Since the recoverable amount of the cash
generating unit is higher than its carrying amount, the

directors consider that the carrying value of goodwill at

the balance sheet date is not significantly impaired.

20.

BE ®)
ARENENE A R TR L > R R
SHERBENT

SAAMEE7ET R AR NEE DA S HBIER
RmOMBER 2 EE 5B ghRERIH
= HED SR TERIREIRERH 2R
SEEBN ([REEEBEMN]) DT
RIRBEIREB D B2 IR EL SN 2B
BREEXA1,717,519,0008 T (ZEZH
41 1,659,354,000/8 7T ) ©

ENpIAR SRR & B A B AL 2 I IR [ 2 /R IR
EREEFEIET - AR EAERYE
FHERE - RAEEREE RERER
RIPARR = AR E 2 B Pt e 2 A I TR
HREE-BREEFEEIZEIEZREATE
BEMKZFRMEPIBREDFNET% R
10% » THRZEDBERIR R EREHT IS
BRz7HEET -ERERE ZEMRRA
BHREM IS IEEE TEEBEREA
ERE AR OEE- AN R e EE B 2T
WEEEEREREE REERL N
HRZAERAELELDRENRE
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21. INVESTMENTS IN ASSOCIATES 21. RBEQARIZRE
2006 2005
—EERF —FTRF
HK$'000 HK$'000
FET FHET
Cost of investments in associates REE RN a2 REK A

Listed in Hong Kong REA LT 196,824 =
Unlisted in the PRC R EIIE ET 188,137 188,137
Share of post-acquisition profits JEAG s B 12 8 A 88,106 =
Share of reserve FE(L S 13,862 -
486,929 188,137
Fair value of listed investments FHiRE 2 A E 171,794 -
At 31 December 2006, the Group had interests in the RE-ZBZRET-_A=+—R AEEEH

following associates: P =—NCIL: 323

Proportion of
nominal value of
registered capital/

Place of issued share capital
Form of registration/  Principle held by the Group
business incorporation  place of AEE SR

Name of entity structure 53117 operation BAR/BE#T Principal activities

BRsH EREBEX  SMEIEE  FEEEGE RAEELS TEXB

CNOOC Kingboard Incorporated ~ PRC PRC 40% Manufacture and
Chemical Limited sales of methanol

PERmEELT HAifpAvA H I RERDHETE
ARAT]

Topsearch International ~ Incorporated ~ Bermuda PRC 25.04% Manufacture and
(Holdings) Limited sales of PCBs
("Topsearch”)*

ZEEE (ER) =ML BRE 2 BUE R HENR
BRAR([EE])* ARBEIR

* A company with its shares listed on the main board of the Stock * RO FIER EH 2 A

Exchange.
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21.

INVESTMENTS IN ASSOCIATES (continued) 21. REBEQAT2RE ©®)

During the year, the Group has acquired additional equity FR AEEBEINFEEE15.07%#m 2
of 15.07% in Topsearch and Topsearch became an SERAMKAAEEBEAR N TR
associate of the Group. As at 31 December 2005, the FTR=1+—H REFZERENFHE
investment in Topsearch had been accounted for as ERETRo

available-for-sale investments.

The summarised financial information in respect of the REBEE N R 2 B E R T

Group's associates is set out below:

2006 2005

—EERE —ETRF

HK$'000 HK$'000

FET FHET

Total assets BERE 3,716,266 712,162

Total liabilities afEEE (2,067,384) (241,819)

Net assets BEFE 1,648,882 470,343
Group's share of net assets of associates REEELEE QT

BEFE 486,929 188,137

Revenue - 294,607 =

Profit for the year REL A 99,945 =
Group's share of results of associates REEELEE A

for the year KFFEE 39,924 =
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At the balance sheet date, all available-for-sale
investments are stated at fair value, except for those
unlisted equity investments of which their fair values
cannot be measured reliably. Fair values of those
investments have been determined by reference to bid

prices quoted in active markets.

The above unlisted investments represent investments in
unlisted equity securities issued by private entities. They
are measured at cost less impairment at each balance
sheet date because the range of reasonable fair value

estimates is so significant that the directors are of the

opinion that their fair values cannot be measured reliably.

22. AVAILABLE-FOR-SALE INVESTMENTS 22. THtHERE
Available-for-sale investments comprises: AHEEREBRE:
2006 2005
—EEAREF —EERF
HK$'000 HK$'000
FERT FA&T
Listed investments: EmiRE:
— Equity securities listed in Hong Kong —REB LT ZRAE
7 230,206 111,756
— Debt security listed in overseas with — g LT 2 B
fixed interest of 4.625% per annum B BEEFE
and maturity date on 4.625[E 1
15 November 2016 ZE—REF
+—A+hA
EZlpi 155,419 -
385,625 111,756
Unlisted equity investments IE TR AKRE 9,525 9,525
Total =L 395,150 121,281

RGEER BRIt EEAFEZIFLE
MRAFEIN AR A HHERESRAF
BIR-ZEREZAFENERERIE
BHISMRnREEE -

L E TR AR A BB AR
TR RS 2 RE BN DAL A RS
BERA REEERAREARHELA
PO LR AR S R AR
B ERE
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23. DERIVATIVE FINANCIAL INSTRUMENTS 23. T&E€mI A
2006 2005
—EEAREF —ETHEF
Assets Liabilities Assets
BE =N BE
HK$'000 HK$'000 HK$'000
FET FERT FA&T
Interest rate swaps == H]
— derivatives not under —WILAEHE DA
hedge accounting IR ZHTHETAR 38,966 - =
— derivatives under hedge — A RE A
accounting IR ZOTET R - - 117,193
Foreign currency forward REINES L
contracts 217 (195) =
39,183 (195) 117,193
Analysed as: ST
Non-current IEmED - - 60,697
Current E 39,183 (195) 56,496
39,183 (195) 117,193

REEZBIEERTEERTES FAF
its exposure to cash flow changes of its floating-rate Hong R IR EIRE BT E 2 BT RITIEER
Kong dollar bank borrowings by swapping borrowings %/REZ@JZJ—L Bk SRR T 2K
RS IRTTIEE 2 F ZIRFAELL EFE
EAT/TEI/E\-EEE%/mE%‘T/*IE\-’ﬁﬁ?‘iﬁ
ZETHRBEMC

The Group currently uses interest rate swaps to minimise

from floating rates to fixed rates. The critical terms of these

interest rate swaps are similar to those of the hedged bank

DHP

borrowings and the directors designated the derivatives
as cash flows hedging instruments and considered they

are highly effective.

During the year ended 31 December 2006, the loss on
fair value change of approximately HK$73,370,000 (2005:
gain on fair value change of approximately
HK$206,988,000) has been deferred in equity.

HEZZZF+A=1t—HLEFE A
#(4973,370,0008 L 2 A HEEZ B EIE (=
ST RF QA FEFEHUNEH206,988,000
BT DRRANELE R E -
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23. DERIVATIVE FINANCIAL INSTRUMENTS 23.

(continued)

PTEEMIA #®)
In December 2006, the Group repaid all floating-rate Hong Ro-BEXE+— B AEEDBHEEIA
F s BE TR 2 HE SR E 2 BTk
TEE R AE B I & R R 4L FFZ ST
Zig B At E e E R IL Bt AY
SRR 943,823,000/ 7T 2 A AR N ELE
ZEERF+ZA=tT—BLEEZHE
Wk B m -

Kong dollar bank borrowings, which were effectively
hedged by the interest rate swaps. However, the Group
did not terminate those interest rate swaps at the same
time. As a result, the hedging accounting was
discontinued and the credit balance of approximately
HK$43,823,000 included in the hedging reserve was

released to the consolidated income statement during
the year ended 31 December 2006.

At the balance sheet date, major terms of the interest

rate swaps are as follows:

Outstanding

REE B MEEH 2 FEEFHNT:

contracts as at Notional
R BEIE R amount Maturity Receive floating Pay fixed
AWzER e FH A sz FER
HK$'000
FAHT
31 December 2006 3,250,000 Within 1 year HIBOR 2.18% to 3.43%
—TTREF —5R BERBITRERE 2182343
+-A=+-H 300,000  Within 1to 2 years HIBOR 2.55%
—EMFA BRBITRZEFE 2.55F
300,000 Within 2 to 3 years HIBOR 3.40% to 3.74%
ME=FA BERITRAERE 340Z3.74E
31 December 2005 300,000 Within 1 year HIBOR 2.95%
—ZTTLF —FR BRRITRERE 2,95
+ZA=+—H 1,000,000 Within 1 to 2 years HIBOR 2.41% to 3.08%
—EMFA BERBITRERE 2412308
900,000 Within 2 to 3 years HIBOR 2.55% 10 2.97%
ME=FA BERBITRZEFE 2.552297%
1,000,000 Within 3 to 4 years HIBOR 2.41% to 3.74%
ZEMFER BRRITAERE 24123742
950,000 Within 4 to 5 years HIBOR 2.18% to 2.50%
mMERFA BRBITREFE 2.18%2.50
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23.

24.

DERIVATIVE FINANCIAL INSTRUMENTS 23. fTE€mI A @)
(continued)
At 31 December 2006, major terms of the outstanding RIZZRE+_A=1T—H HRIHzE
foreign currency forward contracts are as follows: HISNES K 2 EEHFAT
Notional amount Maturity Forward Contract Rates
HE FHA BHANER
1 contract to buy US$20,000,000 Within 1 month US$1 to HK$7.778
—{3BE 20,000,000 2 &4 —fE AR 1ETLRTTI8BTT
6 contracts to buy US$1,000,000 each Within 6 months US$1 to HK$7.728
NABHEE1,000,000E T2 A4 NEAR 1ERTTHTT28ET
6 contracts to sell US$1,000,000 each Within 6 months US$1 to HK$7.728
NP B HE1,000,000E T2 A4 ~ME AR 1T T8
6 contracts to sell US$1,000,000 each Within 6 months US$1 to HK$7.750
NAEREE1,000,000E T2 &4 NERR 1R R 7508 7T
The above derivatives were measured at fair value at each AT ARNKEE RN ATESE-E D
balance sheet date. Their fair values were determined VT EREEGESHRENGEEARYET
based on the valuation techniques as provided by licensed BAZBETEETE-
financial institutions for equivalent instruments at the
balance sheet date.
INTERESTS IN JOINTLY CONTROLLED 24. RHEEZEHER2ER
ENTITIES
2006 2005
—EEAREF —EThEF
HK$'000 HK$'000
FET FAET
Cost of unlisted investment in jointly HEESEE
controlled entities FEEMIREKE 15,953 15,953
Share of post-acquisition losses e U BE 1% 518 (18,821) (17,066)
(2,868) (1,113)
Amounts due from jointly controlled YR B
entities (Note) A (HE) 18,222 18,222
15,354 17,109
Note:  Amounts due from jointly controlled entities are unsecured, Fat: ARG ERREAEER 28 B
interest-free, with no fixed repayment terms and are not e BN AR A R R (E R

repayable in the foreseeable future.
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24.

EoTTENFF A= —AUFE

<=/

INTERESTS IN JOINTLY CONTROLLED

ENTITIES (continued)

Included in the cost of investment in jointly controlled
entities is goodwill of approximately HK$10,943,000 (2005:
HK$10,943,000) arising on the acquisition of jointly

controlled entities in prior years. The movement of

goodwill is set out below.

24, REREZEFIER2ERE @)

HEEHEBEERARERTFEUE
HEE I E S P 4 R %04910,943,00048 7T
(ZZEZTHF: 10,943,00087T) ZEE B
B2EBHIA T

Goodwill
BE
HK$'000
FAET
CARRYING VALUE fREE
At 1 January 2005, 31 December 2005 and A—EERF—AF—H-
31 December 2006 —EERF+_A=1+—HK
—EERFt+-RA=1+—H 10,943

At 31 December 2006, the Group had interests in the

following significant jointly controlled entities:

Proportion of
nominal value of

Place of registered/
Form of registration/ issued capital
business incorporation held by the Group  Proportion
structure and operation FREMREEM  of voting
Name of jointly controlled entity E3/8 Y i,/ AR &5 /B8 power  Principal activities
AEEHERZH ER REXEH BRAEELA FRLH TEEH
Guangzhou Express Logistics Limited Incorporated PRC 49%* 50%  Provision of
("GZ Express") S ] logistics services
EMNEENRREAR AT Rt R
(TEMEE])
Concord Moder Technology Limited Incorporated Hong Kong 50% 50%  Manufacture and sales
BERBRERAA Rjlizav A of optical discs
RERDERE
Full Summit Development Limited Incorporated Hong Kong 50% 50%  Manufacture and sales
REEEERAF RaliAv &k of optical discs
BERD W
& Under the joint venture agreement of GZ Express, the joint * BERMNEEZ &EHhHE S 2B HNERY

venture partners have joint control over the entity's daily

operating and financial decisions.

B RSB MM BRI KRR
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24. INTERESTS IN JOINTLY CONTROLLED

ENTITIES (continued)

The summarised financial information in respect of the

24, REREZEFIER2ERE @)

AR SBR 2 AR BRI H B 2 B

Group's jointly controlled entitles which are accounted BRI T :
for using the equity method is set out below:
2006 2005
—EEAREF —ETHEF
HK$'000 HK$'000
FERT FA&T

Total assets BELE 95,889 106,552
Total liabilities afERE (123,509) (130,664)
Net liabilities BfEFE (27,620) (24,112)
Group's share of net liabilities of &R B (R RIE

jointly controlled entities ERaEFH (13,811) (12,056)
Revenue SR 94,649 57,871
Loss for the year REFZEE (3,509) (28,640)
Group's share of loss of jointly FAREERIEHRE

controlled entities for the year PRI E R EE (1,755) (14,320)

25. NON-CURRENT DEPOSITS 25. ¥REFTE

Non-current deposits represent deposits paid for the

acquisition of properties, plant and equipment.

FERBISERBEDE BERREDX

zil&e
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26. INTANGIBLE ASSETS 26. EBREE
Know-how fee
HEANRE
HK$'000
FHET
COST AR
At 1 January 2005, 31 December 2005 A—EERF—F—H-
and 1 January 2006 ZEERF+ZA=+—HRK
—EERF—H—H 2,329
Additions R 907
At 31 December 2006 R-BERF+_H=1+—H 3,236
AMORTISATION o
At 1 January 2005 N_ZEEhEFE—-H—H 91
Charge for the year REFEZH 460
At 31 December 2005 RZBERF+_A=+—H
and 1 January 2006 k=TT F—A—H 551
Charge for the year REEXH 500
At 31 December 2006 R-BERF+_H=1+—H 1,051
CARRYING VALUE BREE
At 31 December 2006 R-BERF+_H=1+—H 2,185
At 31 December 2005 RZZEZERF+-_H=1+—H 1,778
Know-how was acquired from third parties, has finite ME=FWE EXMBAE TR RFEH
useful life and is amortised on a straight-line basis over 5 WARBEARER T F N#E -

years.
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INVENTORIES 27. ®BE

2006 2005
—EFAF " TTHF
HK$’'000 HK$'000
FBT THTT
Raw materials R x 1,861,387 1,240,959
Work in progress RS 456,599 369,395
Finished goods B m 180,368 175,455
2,498,354 1,785,809

OTHER FINANCIAL ASSETS 28. HuBKEE

Trade and other receivables and prepayments

EEREMEVRARRENKE

2006 2005

ZEEAREF —ETREF

HK$'000 HK$'000

FERT FA&T

Trade receivables B SRR 4,456,464 3,812,823

Bills receivables L ES S 466,178 329,987
Other receivables and prepayments HAth EUERTR &2

SE(NEE 883,351 751,411

5,805,993 4,894,221
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28.

OTHER FINANCIAL ASSETS (continued) 28.

The Group allows credit periods of up to 120 days,
depending on the product sold, to its trade customers.
The following is an aged analysis of trade receivables at

the balance sheet dates:

Hitt B EE (@)
AEBETRHES 2 EHERRRR120
A BT EERTENEHE B SN
BRA 2 BRI D AT T

2006 2005
—BEAF —ETREF

HK$'000 HK$'000

TR TAT

0-90 days 0£90H 3,664,990 2,998,323
91— 180 days 91E180H 750,160 742,192
Over 180 days 180H M L 41,314 72,308
4,456,464 3,812,823

All bills receivables are aged within 90 days at the balance
sheet dates. The fair value of the Group's trade and other
receivables and bills receivables at each of the balance
sheet dates approximate their corresponding carrying

amounts.

Included in trade and other receivables and prepayments
are the following amounts denominated in currencies

other than the functional currency of the Group to which

AR REREE SEERERNRZ
N-RBBER AEBZEH REMEK

R ERRE 2 A TEEEEEREE
GEE=D

85 R EMERERRBNRBRE TS
ARER 2 A B INE M SHE 2 RRFE:

they relate:
2006 2005
—EERF —FTRF
Amount Amount
‘000 ‘000
Fr Tt
United States Dollars EJT 136,119 81,899
Euro BT 3,893 3,133
Japanese Yen HIEl 915,556 =
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28.

29.

OTHER FINANCIAL ASSETS (continued)

Bank balances and cash

Bank balances and cash comprise cash held by the Group
and short-term bank deposits with an original maturity of
three months or less. At 31 December 2006, the bank
deposits carried at the prevailing market interest rates
which range from 0.72% to 5.17% (2005: 0.05% to 4.82%)
per annum. The directors consider the carrying amount

of the bank deposits approximates to its fair value.

At 31 December 2006 and 2005, the Group had bank
balances and cash that were not freely convertible or were
subject to exchange controls in the PRC amounting to
approximately HK$865.4 million and HK$540.1 million,

respectively.

TRADE AND OTHER PAYABLES AND BILLS
PAYABLE
The following is an aged analysis of the trade payables at

the balance sheet dates:

28.

29.

HtBKEE @)

BRITHEBEES
BITHEBERRSBEASEREZHER
[REIHE A A5 =18 A sA T 2 i ER1T1F 50
R-ZEXNE+-A=+—R8 RITFRE
WIS ENENT02ER5.17E (=T
TRENT005EEL82E) ;TR -EER
RIBITER REEEE AT ERE -

RZBERERZETRFF+ZA=+—
H - REETA B ERFATHEINEE
BIFTRBR 2 IBTERERE DN AR
865,400,000/ 7T } 540,100,000/8 7T °

BEEZRAMENRRRENRE

B 5B RNAER ER B 2RI A
T

2006 2005

t 205 —TThF

HK$'000 HK$'000

FERT TR

0-90 days 0£90H 1,468,344 1,059,106
91 — 180 days 91&180H 303,117 319,985
Over 180 days 1808 A E 94,413 92,713
1,865,874 1,471,804

The fair value of the Group's trade and other payables
and bills payable at each of the balance sheet dates

approximate their corresponding carrying amounts.

REGEER ARE 285 MEMENRR
RENER 2 A HEREARREERS
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29. TRADE AND OTHER PAYABLES AND BILLS 29. ZEE R EMENEIRENE

PAYABLE (continued) (&)
Included in trade and other payables and bills payable 22T M R R R N a5
are the following amounts denominated in currencies LAREE 2 R E M AN ’ESTHE 2 FE8 -
other than the functional currency of the Group to which
they relate:
2006 2005
—EEBRE —EERF
Amount Amount
‘000 ‘000
T T
United States Dollars ey 59,536 55,463
Japanese Yen H 193,922 123,582
Swiss Franc I £ AR 2,568 1,648
Macau Pataca SRPH 19 =
Euro BT 1,186 139
30. BANK BORROWINGS 30. #|ITEE
2006 2005
—EEBRE —EERF
HK$'000 HK$'000
TER FET
Bank loans RITEN 4,867,286 6,224,467
Trust receipt loans ErEBIEER 512,532 416,812
Bank overdrafts SRITEX 2,826 139,694
5,382,644 6,780,973
Carrying amounts repayable: AR TIHREER
ZBREE:
On demand or within one year BERIN—FR 1,296,421 2,231,728
More than one year, but not exceeding —F A BTERBBMRF
two years 676,550 1,160,283
More than two years but not more than MEA EBTBARF
five years 3,409,673 3,388,962
4,086,223 4,549,245

Total A&t 5,382,644 6,780,973
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30. BANK BORROWINGS (continued)

The bank borrowings are unsecured and bear interest at

market rates.

Bank borrowings are variable-rate borrowings which carry
interest ranging from HIBOR+0.575% to HIBOR+1% (2005:
HIBOR+0.58% to HIBOR+1%) per annum.

The fair values of the Group's bank borrowings at each of
the balance sheet dates approximate their corresponding

carrying amounts.

Included in bank borrowings are the following amounts
denominated in currencies other than the functional

currency of the Group to which they relate:

30.

RITEE @)
SRITHE BRI AT 8o

RITEEREBTANXRZEE FEEN
FEBRITEZEFE 0575 EFHRIRTT
REFEIME (CE2TLEF: FERTRAE
PFEHN0.58E ER/ABMRITRAIZEFRSMNE)
TEe

REFER AEBRITEEZATEER
AR ERS

RITEE BB TIAREE 2 EEEHIA
SNEWEFHE 2 FRER:

2006 2005

—®®AE  —TERF

Amount Amount

‘000 ‘000

Ft T

United States Dollars EJT 61,304 62,796
Japanese Yen H 1,082,024 81,454
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31.

DEFERRED TAXATION

The following are the major deferred tax liabilities and

assets recognised and movements thereon during the

current and prior reporting periods:

31. EEBE

TRAEARRHRAR AR AHRAANCD TR

&

ZEREEHRBABREENRET &

Accelerated Write-down

tax Tax of
depreciation losses inventories Total
mERKITE - BHEEE FEMA &5t
HK$'000 HK$'000 HK$'000 HK$'000
TAT FAHT TAT TAT
At 1 January 2005 R-ZZETRF—H—H 73,957 (13,246) (11,589) 49,122
Exchange difference b 258 (64) = = (64)
(Credit) charge for the year AFE (BE) S H (13,853) 2,799 (2,650) (13,704)

At 31 December 2005and —ZEERF+-_A=+—H

1 January 2006 RZZEZTXF—H—H 60,040 (10,447) (14,239) 35,354
Exchange difference ENERE (212) (282) = (494)
(Credit) charge for the year NG & (BE) i) (18,746) 1,051 (341) (18,036)
At 31 December 2006 R-BERE+_A=1—H 41,082 (9,678) (14,580) 16,824

For the purposes of balance sheet presentation, certain

deferred tax assets and liabilities have been offset. The

ETERENREENABRAREERBRETAS
MPER I A T R SR B EU 3R

following is the analysis of the deferred tax balances for =gy misrs et gy S :
financial reporting purposes:

2006 2005
—EEBRE —TTRF
HK$'000 HK$'000
TER FET
Deferred tax liabilities RIEFRIB B E 36,323 46,960
Deferred tax assets RIETRIBE E (19,499) (11,606)
16,824 35,354
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31.

32.

EoTTENFF A= —AUFE

<=/

DEFERRED TAXATION (continued) 31. EZEBIIE (&)
At 31 December 2006, deferred tax assets of RZEBZERET_A=+—RH F@XxBA
approximately HK$9,678,000 (2005: HK$10,447,000) in TIAEE M IF B MUK R85 511479,678,000
relation to unused tax losses and approximately BT (ZZETRHF: 10,447,000 7T) R4
HK$14,580,000 (2005: HK$14,239,000) in relation to 14,580,000 7T (ZEZ R £ 14,239,000
write-down of inventories have been recognised in the T ZBERIEEEENAREGEEES
Group's consolidated balance sheet, and the Group has BERER MARE Y EARERELEHIEE
unrecognised deferred tax assets due to the B RE R ETEG R8X)25,338,000E 7T
unpredictability of the future profit streams arising from (ZZTHF: 15,970,000 7T) 2 FIEEE
tax losses amounting to approximately HK$25,338,000 FITEE HE R 2R 7 RO © BT B B TE B 18 7] R R
(2005: HK$15,970,000). All tax losses can be carried EEECY
forward indefinitely.
SHARE CAPITAL 32. B=®
Number of shares Share capital
R R
2006 2005 2006 2005
ZEBARE —ZERE ZEBAE —ZERF
HK$'000 HK$'000
TR TR
Ordinary shares of HK$0.10 each FREBEI0BTL
el
Authorised ETE 1,200,000,000  1,200,000,000 120,000 120,000
Issued and fully paid BETRER KK
At beginning of the year REA) 784,767,161 719,476,381 78,477 71,948
Exercise of share options TR EERERE
(see Note 33) (R H3233) 5,300,000 5,300,000 530 530
Exercise of warrant subscription TR R 2 R
rights (see Note 34) 1R (HfzE34) 42,731,885 19,990,780 4,273 1,999
Issue of new shares (Note) BATHRG (Hfzt) - 40,000,000 - 4,000
At end of the year RELR 832,799,046 784,767,161 83,280 78,477
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32.

Note:

SHARE CAPITAL (continued)

On 8 July 2005, an agreement was entered into by Hallgain
Management Limited (“Hallgain”), the controlling shareholder
of the Company, and placing agents for a placement of
40,000,000 existing shares (the “Placing Shares”) of HK$0.10 each
in the Company at a price of HK$22.25 per share (the “Placing
Price”). Citigroup Global Markets Hong Kong Futures and
Securities Limited (the “Placing Agent”) were appointed by
Hallgain as the Placing Agent to unconditionally place the
Placing Shares to six or more independent professional and
institutional investors on a fully underwritten basis. The Placing
Agent and the placees (and their ultimate beneficial owners)
are independent of and not connected with any of the directors,
chief executive or substantial shareholders of the Company or
any of its subsidiaries, or an associate of any of them.

On the same date, Hallgain also entered into a subscription
agreement with the Company to subscribe for 40,000,000 new
shares of HK$0.10 each in the Company (the “Subscription
Shares”) at a price of HK$22.25 per Subscription Share (the
"Subscription Price”).

The Placing Shares and the Subscription Shares each
represented approximately 5.39% of the existing share capital
of the Company (742,525,981 shares of the Company in issue in
total) and approximately 5.11% of the issued share capital of
the Company as enlarged by the allotment and issue of the
Subscription Shares (782,525,981 shares of the Company in issue
in total). The Placing Price and the Subscription Price of HK$22.25
represented a discount of approximately 11.00% to the closing
price of HK$25.00 per share quoted on the Stock Exchange on
6 July 2005 and a discount of approximately 11.55% to the
average closing price of the shares for the last ten trading days
of HK$25.155 per share from 22 June 2005 to 6 July 2005 (both

days inclusive).

Of the net proceeds to the Company from the share subscription
of approximately HK$880 million, approximately HK$616 million
was used to repay existing bank borrowings of the Group, and

approximately HK$264 million was used for general working

capital purposes.

32. BA&X(#®)

et

RZZZRFLANB ARAERKRR
Hallgain Management Limited ([Hallgain])
HECERIZRT S e RHRL E AR R BAE
{B0.10% 7T 2 3 A i&{540,000,0008% ( [E2 A%
7]) BRERMIEME22.25%8 T ([BREE]) -
Citigroup Global Markets Hong Kong
Futures and Securities Limited ([EZ& K] )
HEHallgainZE AR ERE BER2EBH
AR E RO BIGTERLE FRABIALE
TEERBBREE - BRERERARA (K
BEZERRERHEBAN) ARBIAL BEAK
REHEAEA B AR 2 EMEE EBTE
AB ETERIAHE 2 B A LB E-

AR B » Hallgain 7R B8 22 BT SZER M 3% - A
RizGRRBAN22. 258 T 2 B ([RIEB
{E]) RBALXRFREEO. 10T 2 F MR
40,000,0008% ([REEA ) ©

Bl &R RBBER O SIE AR RRERAE (&
HBE#IT742,525,981 AR RKND)
#95.39%* RAEAR D R A ERH REITRERMD
MiEAZ BB TIRA (& # B 517782,525,981
RANRARIRD) #95.11% - REERABE
5B TERMR TS AF -+ ANBER
RATARR T ESR25.00 B TIED
11.00% MERHE -—ETREA-+=H
Z_TTRFLANE (BEEREWA) k&
BHER S B 2 FHRT{EEAR25.155%8 Tk
B AIHTEEA11.55%

ARRRB D RBEAEMERBFENS
880,000,000/ 7T * E A 47616,000,000E 7L 2
ARMEEREBR A RITREE £9264,000,000
BTRABE—REEE S
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SHARE OPTIONS

Employees’ share option scheme of the Company

Under the Company’s share option scheme (the
"Scheme") adopted on 2 July 2002, which is valid for a
period of ten years, the board of directors of the Company
may, at its discretion, grant options to subscribe for shares
in the Company to eligible participants (“Eligible
Participants”) who contributes to the long-term growth
and profitability of the Company. Eligible Participants
includes (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 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.
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BrBIRE
FAREEELBRETE
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SHARE OPTIONS (continued)

Employees’ share option scheme of the Company
(continued)

The total number of the Company’s shares which may be
issued upon exercise of all options to be granted under
the Scheme and any other schemes of the Group
(excluding options lapsed in accordance with the terms
of the Scheme and any other schemes of the Group) must
not in aggregate exceed 10% of the Company’s shares in
issue as at the date of adoption of the Scheme. The limit
on the number of the Company’s shares which may be
issued upon exercise of all outstanding options granted
and yet to be exercised under the Scheme and any other
schemes of the Group must not exceed 30% of the
Company'’s shares in issue from time to time. The total
number of the Company’s shares issued and to be issued
upon exercise of the options granted to each grantee
(including both exercised and outstanding options) under
the Scheme or other schemes of the Group in any 12-
month period up to the date of grant must not exceed
1% of the Company'’s shares in issue at the date of grant
unless approved by the Company’s shareholders in

general meeting.

In accordance with the terms of the Scheme, share options
of the Company issued vest at the date of grant.

At 31 December 2006, the number of shares in respect of

which options had been granted and remained
outstanding under the Scheme was 31,222,000,
representing 3.75% of the shares of the Company in issue
on that date.
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BERBRE &)
AATEEELERESE (B)

AR EZA IR A KB E R BIE
TRz BEBRE (BIEREZE R
AEBE AR BZ GERERRZEE
B BITEMA FTIARBRME
2 A HTSBBEARRNRAZTEI B
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33. SHARE OPTIONS (continued) 33. {E?ﬁﬂ%ﬂﬁ% (&)
Employees’ share option scheme of the Company rAFEEEEBRESE (B)
(continued)
A summary of the movements of the share options under FA ZetBIE T 2 BEBREZEN
the Scheme for the year is as follows: PRI
Granted to Granted to
directors employees Total
BTES BTER &
Balance at 1 January 2005 RZTZTRF
—RA—B &% 33,617,000 8,205,000 41,822,000
Exercised during the year RERITE
(Note) (Ffzz) (4,336,200) (963,800) (5,300,000)
Balance at 31 December 2005 RZTZTREF
and 1 January 2006 +ZA=+—H
R_ZTRF
—RA—Bz#&&#% 29,280,800 7,241,200 36,522,000
Exercised during the year RERTTE
(Note) (KreE) (4,258,800) (1,041,200) (5,300,000)
Reclassifications BHOH (13,789,000) 13,789,000 =
Balance at 31 December 2006 RZZERF+=A
=t —HZ&R 11,233,000 19,989,000 31,222,000
Note: Bt -

REIZZ-F+A+—BEREZELEBRETEEARAS
fR3.74B T - ZEBEBRETN ST _F+A+AH
ET-F+ A AHETE.

The share options were granted on 11 October 2002 at an exercise price
of HK$3.74 per share. These options are exercisable during the period
from 15 October 2002 to 2 July 2012.

During the year, options to subscribe for 5,300,000 (2005: 5,300,000) shares AREM3. 74T (S EE A 3.7450) BRI
in the Company at HK$3.74 (2005: HK$3.74) per share were exercised. 5,300,000 (= 2 F £ : 5,300,0000%) KA FRRH 28
The average of the closing prices of the Company’s shares quoted on SRRSO RN ERTTE A A TRMG R BETE AR
the Stock Exchange on the five trading days immediately before the TTRNENATZBRTRER S BEB AT F15

exercise date of 13 September 2006 was HK$27.75 (2005: HK$20.68). W EA27.75%8 T (ZT TR F:20.6877T) ©
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SHARE OPTIONS (continued)

Employees’ share option scheme of EEIC

The 2002 Elec & Eltek Employees’ Share Option Scheme
(the “2002 Scheme") was approved by the shareholders
of EEIC at the Extraordinary General Meeting held on 8
November 2002 and was adopted and took effect from
12 November 2002 upon fulfillment of all the conditions
precedent as set out in Rule 3 of the 2002 Scheme.

The 2002 Scheme was implemented for the purpose of
attracting, retaining and motivating talented directors and
employees of EEIC to strive towards long-term
performance targets and allowing the participants to
enjoy the results of EEIC.

The 2002 Scheme, administered by the committee of
directors of EEIC (“the Committee”) 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 2002 Scheme entitles the option holders to exercise
their options and subscribe for new ordinary shares in EEIC
either at a “Subscription Price”, equal to the average of
the last dealt price of the EEIC's shares for the last 5 market
days immediately preceding the relevant date of grant,
or at a "Discounted Subscription Price”, whereby the
discount shall not exceed 20% of the Subscription Price

as defined earlier.

Options granted at the Subscription Price may be
exercised commencing on a date not earlier than the first
anniversary date of the date of grant and ending on a
date not later than 5 years after the date of grant. Options
granted at the Discounted Subscription Price may only
be exercised commencing on a date not earlier than the

second anniversary date of the date of grant and ending

on a date not later than 5 years after the date of grant.
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831

SHARE OPTIONS (continued)

Employees’ share option scheme of EEIC (continued)
The duration of the 2002 Scheme is 5 years and the total
number of shares in EEIC may be issued shall not exceed
10% of the issued share capital of EEIC as at the adoption
date or subject to certain conditions being satisfied, 15%
of the issued share capital of EEIC as at the adoption date.
The total number of EEIC's shares issued and to be issued
upon 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's shares in issue from time to time.

Share options may be accepted within 30 days from the
date of offer upon payment of $$1.00 as a nominal
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 shareholder

meeting.

Pursuant to the 1 for 5 bonus issue made by EEIC on 13
October 2005 (“Bonus Issue”) all of the eligible directors
and employees under the 2002 Scheme received an

additional 1,944,000 share options in aggregate pursuant

to adjustment made in relation to the Bonus Issue.
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33. SHARE OPTIONS (continued) 33. {E?ﬁﬂ%ﬂﬁ% (&)
Employees’ share option scheme of EEIC (continued) EEICEEEEBREE (&)
A summary of the movements of the share options under FAZZT_FraETEEERE 2
the 2002 Scheme for the year is as follows: EEMNT -
Granted to Granted to
directors employees Total
RTES BTEE st
Balance at 1 January 2005 RZZEERF—H
—HZ &R - - -
Granted during the year RERR L
(Note a and b) (Hietakb) 4,055,000 5,895,000 9,950,000
Adjustment pursuant to Bonus BEBAREATIEL
Issue LR 811,000 1,133,000 1,944,000
Lapsed during the year RERKI = (230,000) (230,000)
Balance at 31 December 2005 RZFTRE+ZA
and 1 January 2006 =+—HRZZEZEREF
—A—RzE&EH 4,866,000 6,798,000 11,664,000
Granted during the year RERR L
(Note ¢) (HtiEe) - 1,020,000 1,020,000
Exercised during the year RERTTE = (9,600) (9,600)
Reclassifications ENNE (973,200) 973,200 -
Lapsed during the year RERKK = (768,000) (768,000)
Balance at 31 December 2006 RZZEZRF+ZA

—t—Hz&% 3,892,800 8,013,600 11,906,400
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33. SHARE OPTIONS (continued)

Employees’ share option scheme of EEIC (continued)

Notes:

(a) The interests are by virtue of 4,055,000 share options accepted
by the directors of the Company and 5,895,000 share options
accepted by the employees of the Group on 24 June 2005, and
would entitle the relevant directors and employees to subscribe
for shares in EEIC at an adjusted subscription price of US$2.033
per shares in EEIC after the Bonus Issue. The share options are
exercisable in whole or in part at the staggered manner within 5
option periods, commencing on 26 November 2006, 26
November 2007, 26 November 2008, 26 November 2009 and 26
March 2010 respectively and all ending on 24 May 2010.

(b) The interests are by virtue of 150,000 share options accepted
by the independent non-executive directors of EEIC on 29
September 2005, and would entitle the relevant directors to
subscribe for shares in EEIC at an adjusted subscription price of
US$2.375 per shares in EEIC after the Bonus Issue. The share
options are exercisable in whole or in part at the staggered
manner within 5 option periods, commencing on 5 September
2006, 5 September 2007, 5 September 2008, 5 September 2009
and 5 July 2010 respectively and all ending on 4 September
2010.

(c) The interests are by virtue of 1,020,000 share options accepted
by the full-time employees of EEIC and its subsidiaries on 12
December 2006, and would entitle the relevant employees to
subscribe for shares in EEIC at a subscription price of US$2.400
per share. The share options are exercisable in whole or in part
at the staggered manner within 4 option periods, commencing
on 13 November 2008, 13 November 2009, 13 November 2010
and 13 September 2011, respectively, and all ending on 12
November 2011.

The average of the closing prices of EEIC's shares quoted
on the Singapore Exchange Securities Trading Limited
on the five trading days immediately before the exercise
date of 22 December 2006, was US$2.76 (2005: nil).

The share options were granted on 24 June 2005, 29
September 2005 and 12 December 2006. The estimated
fair value of each share option granted on those dates
were approximately HK$1.58, HK$1.55 and HK$2.56 per
share respectively.

33. EBRBERE®

EEIClESE EBREL 8 (&)
Hifaz -
(a) ZEREERE_TSTRFEAZTEA

BARREERAEBEREREDAIEMN
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33. SHARE OPTIONS (continued)
Employees’ share option scheme of EEIC (continued)

These fair values were calculated using the Trinomial

33. BEXERE®
EEICIES & LB & ()

HZER

FEDR=TEEAGFE - RANGE

Lattice Model. The inputs into the model are as follows:

ZIBB T

Share option grant date

BErBRERLAH

12 December 29 September 24 June

2006 2005 2005

ZERE —2RRF —2FRF

+=At+=H NA=tHA AR=THMA

Share price at grant date R AH2RE US$2.740% 7T US$2.920% 7T US$2.530% 7T
Subscription price REE US$2.400% 7T US$2.85% 7T US$2.443 >
Expected volatility B IR 36.6% 21.2% 25.4%
Expected life TEEt 5 years®F 5 years®F 5 yearsfF
Risk-free rate ERE R FE 3.7% 4.2% 3.7%
Expected dividend yield TEEARR B % 7.5% 7.5% 7.5%
& The original subscription price of share options granted on 29 & HRE—EERFTAT=AREFE

EEICAR A A 7R & 38 % AT 1 — ARAT AR 2 2
CERITAIIRB T R —EERFENA—1
NARZFFERFNA=ZFMARLZE
SEREIRIEZ IRRREEE 5 5% 532.375%
T R2.033%E T

September 2005 and 24 June 2005 were adjusted to US$2.375
and US$2.033 respectively as a result of the bonus issue of shares
on the basis of one bonus share for every five ordinary shares
held in the capital of EEIC on 13 October 2005.

KR IREEICIR BB E A F 2 FELIKIE
BT -RAPT AR F R E IR B 2 &
HabsrEm TERH RRAEZBARH

based on management's best estimate, for the effects of o

Expected volatility was determined by using the historical
volatility of EEIC's share price over the previous five years.

The expected life used in the model has been adjusted,

non transferability, exercise restrictions and behavioural

considerations.

AEERBE-_TTF+-A=1+—H
IFFERMEEICKRE 2 B EBERERRL
6,717,000 7T (ZZEZ R - 3,047,000
7T X e

The Group recognised the total expense of approximately
HK$6,717,000 for the year ended 31 December 2006 (2005:
HK$3,047,000) in relation to the share options granted by
EEIC.
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34.

WARRANTS

At an extraordinary general meeting of the Company held
on 30 September 2004, a bonus issue of warrants to the
shareholders of the Company (“Warrants”), in the
proportion of one Warrant for every ten shares held in
the share capital of the Company, was proposed and
approved. Consequently, 65,447,638 Warrants were
issued, conferring rights to the holders of the Warrants
until 31 December 2006 to subscribe for up to an
aggregate of 65,447,638 shares at a fixed subscription
price of HK$20 per share, representing an aggregate
subscription price of HK$1,308,952,760.

During the year, 42,731,885 (2005: 19,990,780) new shares

were issued on exercise of the Warrants and all of the

remaining Warrants were expired.

34.

R REE
RZZZENMFNA=THEITZARARR
RS L AARERREHEAAR
AR AR - AR AR D e BE — 17 R AR A 75 2 L A3
AR B BB T AL AR R AR A % ([ R RR i
T WESHE- B AQAIEH
765,447 638N RMAERE - EFs B AR T
BN =TT F+=_RA=+—HBZA"
RER0ABTT AEREE RERSEH
65,447,638 HERRBEES KL
1,308,952,7603% 7T °

FN-EITERARAEE M 2 351742,731,885
Ry (ZZEE R E:19,990,7800%) ' &
IR R B AL B I
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35. ACQUISITION OF SUBSIDIARIES 35. WREHEBLR
In 2006, the Group acquired 80% equity interest in Smark ROZETRNF NEBWERE (FE) AR
Foundate (H.K.) Limited, a company and its subsidiaries NE GAARIREMB AR BN E R
principally engaged in the manufacture of PCBs, for a FRIAREEIR) 2 80% & #E - (& 480,000,000/
consideration of HK$80,000,000. This acquisition has been TC otk TE U B LA I B & 5 £ 51| BE o IR B P EE
accounted for by the acquisition method of accounting. 2 Y 548,621,000 7T °

The amount of goodwill arising as a result of the
acquisition was approximately HK$48,621,000.

The net assets acquired in the acquisition, and the WERFTEE A 2 BB FEMFTEA 2 2

goodwill arising, are as follows: T

Acquiree’s

carrying amount
before combination
and fair value

WU H NS BFAT
ZEREERATE
HK$'000
FA&T
Net assets acquired: BABERME:
Properties, plant and equipment LEN TS E S 39,204
Prepaid lease payments TBRHEERIE 6,128
Inventories =8 20,943
Trade and other receivables and B 5 RH W AR R
prepayments TERTRIE 72,228
Bank balances and cash RITEMRNIR S 10,253
Trade and other payables B 5N EMEMIRR (96,544)
Taxation payable FER IR (116)
Bank borrowings RITEE (12,872)
39,224
Minority interests DE RS (7,845)
Gooduwill on acquisition WEPREE 2 BE 48,621
Total consideration satisfied by cash IRE S 2 B RE 80,000
Net cash outflow arising on acquisition: WHEEE RSN FHE:
Cash consideration paid BEEERE (80,000)
Bank balances and cash acquired BARTEHREIRS 10,253
Net outflow of cash and cash equivalents gAY
in respect of the acquisition of subsidiaries ReFHLEEER

M FER (69,747)
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35.

36.

37.

ACQUISITION OF SUBSIDIARIES (continued) ~ 35. WEBMIE AR (#)
The goodwill arising from the acquisition of subsidiaries WEMBARMEE2EEBREEHED
is attributable to the anticipated profitability of the SHA SR 2 in (BN ENRIAREEMR) < TRET & A
distribution of the Group's products (i.e. PCBs) from the B
combination.
The subsidiaries acquired in 2006 contributed revenue of R-ZERFREZMELT B REEE
approximately HK$201,175,000 and profit of BEZZETXRNFT+_RA=+—HILHMH
approximately HK$2,745,000 to the Group during the REE L EFHERA5201,175,0008 7T K&
period from date of acquisition to 31 December 2006. B S B M E B 492,745,000 T °
If the acquisition had been completed on 1 January 2006, W EER T RNF—A— B N FE
total group’s revenue for the year would have been SEBEERERLA17,017,427,000% 7T
approximately HK$17,017,427,000, and profit for the year AN R A7,390,219,00078 7T
would have been approximately HK$7,390,219,000. The BREHSAZ A UARRMREREED R
pro forma information is for illustrative purposes only and —EERF-A—ARREREEERA
is not necessarily an indication of revenue and results of EH SRR EEE M BHERARK
operations of the Group that actually have been achieved kB2 TEAl
had the acquisition been completed on 1 January 2006,
nor is intended to be a projection of future results.
MAJOR NON-CASH TRANSACTIONS 36. EEFRERNS
At 31 December 2006, an amount of approximately R-ZEZERFT_A=+—H FAREEE
HK$112,239,000 (2005: HK$58,787,000) relating to M- R K R B AERE 2 49112,239,0007%
properties, plant and equipment which were acquired 7L (ZZ TR 58,787,000 7T) £ REI K
during the year had not yet been paid. B1Fe
COMMITMENTS 37. HEiE
2006 2005
—EEBRE —EERF
HK$'000 HK$'000
TER FET
Capital expenditure contracted for but not  SEUEEMIZ - E K
provided in the consolidated financial RAEMERTAY
statements for the acquisition of BRRERE IR
properties, plant and equipment EHBE 2 B 382,439 193,479
Capital expenditure authorised but not EHEBRRETAZ
contracted for BAXH 44,413 3,327
426,852 196,806
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38. OPERATING LEASES 38. RKEMEY
2006 2005
ZEERE —TERF
HK$'000 HK$'000
FERT FAET
The Group as lessee: PN SR A :
Lease payments charged to the FRBLEFE WK
consolidated income statement Z AR
during the year
— for premises — % 13,908 10,924
— for plant and machinery — R ke 450 1,243
14,358 12,167
Under the leases entered into by the Group, all lease RIEAREET L 2 BA) IERAONRZE
payments are fixed and predetermined. BOREERBREE-
At the balance sheet date, the Group's future lease EE R REBIRBN A 2 8284
payments under non-cancellable operating leases are B 1& X T2 AR FRER T 5B S A -

payable as follows:

Premises Plant and machinery
IS 55 e #e 2%
2006 2005 2006 2005
—BEAE _—TTIF ZBEAF _TTIF
HK$'000 HK$'000 HK$'000 HK$'000
TR TET TET TET
Within one year R—FR 14,186 6,246 617 379
After one year but not later than R —%F{&ER

five years HER 8,632 5,910 - =
After five years RAEF%E 24,310 21,504 - =

47,128 33,660 617 379
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38.

39.

OPERATING LEASES (continued) 38. KEHAN
2006 2005
—EEBRE —EERF
HK$'000 HK$'000
FHET THET
The Group as lessor: NS B A :
Rental income credited to the RERNG ALRE T

consolidated income statement ZHEHWA B

during the year, net of outgoing S $8#7120,000/%8 7T

amount of approximately HK$120,000 (ZEZTRF:

(2005: HK$40,000) 40,000 7T) 5,894 2,013
The Group's investment properties are rented to outside AEBZREYEHEBRET 2 TEM
parties for periods up to three years at fixed SHETIRAL HPGRA=F -NEHE
predetermined amounts. At the balance sheet date, the B AEBECEBEPFIVEL JRBEK
Group had contracted with tenants to receive the B2 AR AR T :
following future minimum lease payments:

2006 2005
—EEBRE —EERF
HK$'000 HK$'000
FHET THET
Within one year R—FRA 4,249 828
After one year but not later than R—EZERAENRN
five years 7,645 324
11,894 1,152
CONTINGENT LIABILITIES 39. IARAE

During the year ended 31 December 2005, the Group
continued to take legal action against customers to
recover overdue trade receivables. With regard to the
three customers which were particularly referred to in
previous years' consolidated financial statements, and
which collectively owe approximately HK$12 million to the
Group, it is the intention of the directors that the Group
would continue to vigorously pursue the recovery of the
outstanding trade receivables and to defend against the
counter-claims, amounting to approximately HK$9 million,

which have been lodged by the delinquent customers.

HE-_ZERAFE+_A=+—BLEERN
REBBEENT P REUVEARITE BB
B 5 RUERZ - BN U EE R VKR
RENELZ =8P (KR AEELD
12,000,000/ 7T) - A& B E EHEERR
BRREEZEFERERRERRELE
IEC-ZBRABRNRRCEPIREZ
R R 1B X FIE KI3£9,000,00078 7T °
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39.

40.

CONTINGENT LIABILITIES (continued)

On 22 April 2006, the litigation was settled and the
counter-claims by the delinquent customers were
dismissed in consideration of HK$3 million payable by the
counter-parties to the Group and certain products of the
Group to be returned by the counter-parties to the Group.
As at 31 December 2006, the Group has no significant

contingent liabilities.

RETIREMENT BENEFITS SCHEME

The Group participates in both a defined contribution
scheme which was registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme”) and
a Mandatory Provident Fund Scheme (the “MPF Scheme”)
which was established under the Mandatory Provident
Fund Ordinance in December 2000. The assets of the
schemes are held separately from those of the Group and
are invested in funds under the control of independent
trustees. Employees who were members of the ORSO
Scheme prior to the establishment of the MPF Scheme
are members of both the ORSO Scheme and the MPF
Scheme, whereas all new employees joining the Group
on or after December 2000 are required to join the MPF
Scheme.

Employees of subsidiaries in the PRC are members of the
state-sponsored pension scheme operated by the PRC
government. The subsidiaries are required to contribute
a certain percentage of their payroll to the pension
scheme to fund the benefits. The only obligation of the
Group with respect to the pension scheme is to make the

required contributions.

Payments to the ORSO Scheme, the MPF Scheme and
the state-sponsored pension schemes of approximately
HK$37,513,000 (2005: HK$34,891,000), net of nil forfeited
contributions (2005: HK$1,968,000), are charged to the

consolidated income statement.

39.

40.

RAEE @)

ZETARFENAZ+ A FIEFRADLM
R BHANERRFREZRREDEK
¥ 75 B M A B AR E 3,000,000
WERNEERESETER-R_ZZ
ANETZA=+—R AEETEEAHA
af&e

dl |

RIKER TS

A& B RE2 00— RARRB R AT B 15
PIEft 2 ERH %’K?riﬂ ([BZERINETE])
RRBEFHEAESHEIN—_FTTF+
— AL Z 58I IEA adat 8l ([T
2)) ZEBCBEERARB CEENR
A YRENHBILERAZN zES-

REXILBE S 5 8 2 AT E 2 iR R G
2 RE R ARERATE MEES
AHEIZE MAAR —_TTTE+ Ak
ZERMAREE 2 #iE B BAZINRES
Al

TEMEARZERERTEBRMEEZE
REABRARENETBIKE -ZFHMEARA
BEFEX 2 KB HIRARKE S A
AR NEE BRI BIETT 2 M
—BERNABHRe

FBERAG S BRI RERERR

R FIET I+ 2 5140 /37,513,000/8 7T
(ZZZTRF:34,891,000%7T) (KRR
HREET(ZEZT
7)) WEER

h%:1,968,0008
B & TR
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41.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY

E_FFT

AT A=+ —ELLFE

Details of the Company’s principal subsidiaries at 31

December 2006 are as follows:

Place of
incorporation/
registration

Issued and
fully paid
share capital/

41.

NS o) NGRS

ARREBHBARN_TTAF+A
=t+—HZFEET:

Proportion of
interest held

and operation registered capital by the Group
Name of subsidiary MR ERTRARE AEBEE  Principal activities
HEARERE RRREENE BRA/ERER ERbfl  ETEER
%
Fogang Kingboard Industry Ltd. ~ PRC' RMB878,100,000 4506  Manufacture and distribution
BHEEEEERAF e AR #878,100,0007T of copper foil
BB R D IEIE

Guangzhou Chung Shun PRC' US$44,595,000 72.50 Manufacture and distribution

Century Fibre Glass Co., Ltd. ! 44,595,000 7T of glass yarn
BMBEHEREER AR SER S R
Huiyang Techwise Circuits PRC' HK$139,000,000 90 Manufacture and distribution

Co., Ltd. R 139,000,003 ¢ of PCBs
BENBERERAR B R 5 SHENR R
Jamplan (BVI) Limited British Virgin US$1,000 100 *  Investment holding

Islands * 1,000%7T REER
RBEIHS

King Board (Panyu) Chemical PRC' HK$100,000,000 100 Manufacture and distribution

Co., Ltd. e 100,000,0007 7T of chemicals
BE(FER)LIBRLA RERHHETER
Kingboard (Fogang) Insulated PRC' US$6,115,000 72.50 Manufacture and distribution

Material Company Limited HE 6,115,000% 7T of bleached kraft paper
BB (HR0) BEMRIBRAT R AT AR
Kingboard (Fogang) Laminates PRC' US$29,466,000 72.50 Manufacture and distribution

Co. Limited ! 29,466,000 7T of laminates
BE (HR0) BERBR AR HER A HERER
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41. ZEATRTEMEARFE &)
THE COMPANY (continued)

Place of Issued and
incorporation/ fully paid  Proportion of
registration share capital/ interest held
and operation registered capital by the Group
Name of subsidiary R A ERTRME AE@IEE  Principal activities
WEBARERE BEREXBE BA/EMEAR Bahl  TEER
%
Kingboard (Fogang) Paper PRC' US$17,700,000 72.50 Manufacture and distribution
Laminates Co. Ltd. ! 17,700,000 7T of laminates
BE (BR) BRARER AR SUER HHERER
Kingboard (Hebei) Cokechem PRC' RMB96,000,000 100 Manufacture and distribution
Co. Limited hE AR 96,000,0007 of coke
BE (k) B BR AT SERDHER
Kingboard (Hebei) Chemical PRC' RMB64,000,000 100 Manufacture and distribution
Co. Limited e AR 64,000,0007T of chemicals
B () (t TBR AR SERH I IER
Kingboard (Lian Zhou) Fibre Glass  PRC' US$13,700,000 72.50 Manufacture and distribution
Co. Limited ! 13,700,000% 7T of glass fabric
BB GEN) RBES# AR AR HER D HREG AR
Kingboard (Lian Zhou) Copper PRC' US$27,000,000 45.06 Manufacture and distribution
Foil Limited g 27,000,000% 7T of copper foil
BB (EMN) EERAT SUER A SHICE
Kingboard (Panyu Nansha) PRC' RMB250,000,000 72.50 Manufacture and distribution
Petrochemical Company e AR #250,000,0007T of chemicals
Limited SERDHIETIER

2 (BEEY) AtARRT

Kingboard (Tai Cang) Chemical PRC' US$2,500,000 100 Manufacture and distribution
Co., Ltd. R 2,500,000% T of chemicals

BB KB LIARAT SER D TER

Kingboard Copper Foil Holdings ~ Bermuda * US$72,250,000 4506 Investment holding

Limited BRE* 72,250,000% 7T BREER
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41. ZEATRTEMEARFE &)

THE COMPANY (continued)

Place of
incorporation/
registration

Issued and
fully paid
share capital/

Proportion of
interest held

and operation registered capital by the Group
Name of subsidiary R A ERTRME AE@IEE  Principal activities
HEARERE RRREENE BA/ERER EiRbfl  ETEER
%
Kingboard Investments Limited Hong Kong # HK$8,000 100 Investment holding
BEREERAA BB 8,000/ 7T REER
Kingboard Laminates Holdings Cayman HK$300,000,000 7250 Investment holding
Limited Islands # 300,000,000/ 7 REER
EERERERERAR GEFEN
Kingboard Copper Foil (Macao Macau MOP100,000 45.06 Distribution of copper foils
Commercial Offshore) Limited 29 JRF9#100,0007T DIEIE
BEE (RMIBE
BERY) BRATF
Kingboard Laminates (Macao Macau MOP100,000 72.50 Distribution of laminates
Commercial Offshore) Limited 2P SR F9#5100,0007T AHEIRER
BEEER (RMER
BERY) BRATF
Kingboard Laminates (Jiangmen) ~ PRC' HK$118,400,000 72.50 Manufacture and distribution
Co., Ltd. e 118,400,00075 7T of laminates
TP EERERERAR BER D EEWER
Kingboard Laminates (Kunshan) PRC' US$32,010,000 72.50 Manufacture and distribution
Co., Ltd. ! 32,010,000 7T of laminates
BERER(BIL) BRAR FER D EERAR
Kingboard Laminates (Shaoguan) ~ PRC' RMB7,490,000 72.50 Manufacture and distribution
Co. Ltd. HE AR#7,490,0007C of laminates
BERER (FME) BRAH RER A HERER
Kunshan Yattao Chemical PRC' US$12,500,000 72.50 Manufacture and distribution
Co., Ltd. ! 12,500,000% 7T of laminates
BUBBEIARLH BER D EEWER




Annual Report 2006 —“ZZ/XF4F# Kingboard Chemical Holdings Limited 251t T 5 M|

NoTEs To THE CONSOLIDATED FINANCIAL STATEMENTS

e PR

For the year ended 31 December 2006 #

41.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41.

E_FFT

THE COMPANY (continued)

Place of
incorporation/
registration

AT A=+ —ELLFE

Issued and
fully paid
share capital/

ARAEBWBLRAFE @

Proportion of
interest held

and operation registered capital by the Group
Name of subsidiary R A ERTRME AE@IEE  Principal activities
HEARERE RRREENE RA/EMER EiRbfl  ETEER
%
Techwise Circuits Company Hong Kong # HK$4,000,000 90 Investment holding
Limited N 4,000,000 7T REEK
RERKER AR
Techwise Shirai (Fogang) PRC' HK$93,778,284 63 Manufacture and distribution
Circuits Limited R 93,778,284/ T of PCBs
RERF () ERERAE SUE R 5 SHED R 38R
Elec & Eltek International Bermuda/ HK$122,467,240 100 Investment holding
Holdings Limited Hong Kong * 122,467 24078 7T REEK
ML EERERERAR BRE/BE
Elec & Eltek Display Technology ~ PRC? US$14,700,000 88 Manufacture and sales
(Guangzhou) Company Limited ~ #E3 2 14,700,000 7 of LCDs
KRZE (BMN) BREERAF AEREERRBETR
Avatex (Guangzhou) PRC? US$5,400,000 98 Manufacture of magnetic
Communication Company HE 2 5,400,000 7T products
Limited EHEER
BES (BM) BAERAR
Elec & Eltek International Singapore * US$97,069,474 70.89 Investment holding
Company Limited N ¢ 97,069,474 7T REZK
KM ZEEBERAR
Kai Ping Elec & Eltek PRC? US$18,750,000 67.35 Manufacture and distribution
Company Limited e 2 18,750,000% 7T of PCBs
HEENZEETERARA R 5 SHENR R
Kaiping Elec & Eltek No.2 PRC? US$17,350,000 67.35 Manufacture and distribution
Company Limited i 2 17,350,000 7T of PCBs

TR L EEFE_FRAH

SUE R HERI AR BER




Annual Report 2006 —“ZZ/XF4F# Kingboard Chemical Holdings Limited 251t T 5 M|

NoTEs To THE CONSOLIDATED FINANCIAL STATEMENTS

e PR

For the year ended 31 December 2006 #

41.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41.

E-—TF

T —-<=

THE COMPANY (continued)

Place of
incorporation/
registration

AT A=+ —ELLFE

Issued and
fully paid
share capital/

ARAEBWBLRAFE @

Proportion of
interest held

and operation registered capital by the Group
Name of subsidiary R A ERTRAE AE@IEE  Principal activities
HEARERE REREEHE BRA/EREX ERbfl  ETEER
%
Kaiping Elec & Eltek No.3 PRC? US$71,000,000 67.55 Manufacture and distribution
Company Limited HE 2 71,000,000 7T of PCBs
HAERFIZEETE=ERAR BE R 5 SHENR R
Kaiping Elec & Eltek No.5 PRC? US$23,759,345 67.35 Manufacture and distribution
Company Limited i 2 23,759,345% T of PCBs
A ZEETERERAT FER 2 HE R AR
Elec & Eltek (Guangzhou) PRC? US$51,200,000 69.47 Manufacture and distribution
Electronic Company Limited HE 2 51,200,000 7T of PCBs
KFZE (BMN) EFERAT B R 5 SHENR AR
Elec & Eltek (Guangzhou) PRC? US$6,000,000 69.47 Research and development,
Technology Company Limited ~ H1E 2 6,000,000 7T manufacture and
R ZE (BM) EFRHR distribution of PCBs
BRAT HRRFAE 2ERHH
IR B R
Guangzhou Elec & Eltek Microvia ~ PRC? US$18,024,000 69.47 Manufacture and distribution
Technology Limited e 2 18,024,000% T of PCBs
Bz E AR AR AR FER 7 HE R AR
Guangzhou Elec & Eltek High PRC? US$25,000,000 69.47 Manufacture and distribution
Density Interconnect Technology HE 2 25,000,000 T of PCBs
No. 1 Company Limited SER A HEIRIAR IR AR
BN 2R m EE R
E—FRAA
Nanjing Elec & Eltek Electronic PRC' US$8,752,000 70.89 Manufacture and distribution
Co., Ltd. R 8,752,000% 7T of PCBs

ARENZEETARAR

BUE R SHENRIARBE R
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41. ZEATRTEMEARFE &)

THE COMPANY (continued)

Place of Issued and

incorporation/ fully paid  Proportion of

registration share capital/ interest held

and operation registered capital by the Group
Name of subsidiary R ERTRMAE AE@IEE  Principal activities
HEARERE BEREE Y BA/EMER BELA EEER
%
Elec & Eltek (Thailand) Limited Thailand Baht780,000,000 70.89 Manufacture and distribution
RE 780,000,000%4k of PCBs
B R 5 SHENR R
Pacific Insulating Material Thailand Baht650,000,000 70.89 Manufacture and distribution
(Thailand) Limited Z=H 650,000,000%= &k of PCB raw materials
B T 7 SHED R AR AR R A
Shenzhen Pacific Insulating PRC? RMB67,491,458 66.28 Manufacture and distribution
Material Co., Ltd. HE AR#567 491,458 of PCB raw materials
FIREFRGMRERDR B8 T 7 SHED R AR AR R A
Kaiping Pacific Insulating PRC' US$15,000,000 70.89  Manufacture and distribution
Material Company Limited HE 15,000,0000% 7T of high-end PCB raw
HERTEHEBENBERAR materials
R RIS IR
R
* The Company directly holds the interest in Jamplan (BVI) * RRFEEEFJamplan (BVI) Limited 2 #

Limited. The Company’s interest in all other subsidiaries is
held indirectly through Jamplan (BVI) Limited.

b These are investment holding companies which have no
specific principal place of operations.

! 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.

o ANNRIRFTE MM E A B2 AR
Jamplan (BVI) Limitedf#Z 55

# HERRERRAR WRSEZ TREEH
B

! WERBTIASNEBE T AR BKIL

2 WERRTIARIIEERERETAEHE
BRLe
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41.

THE COMPANY (continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the directors of the Company,
principally affected the results or assets of the Group. To
give details of other subsidiaries would, in the opinion of
the directors of the Company, result in particulars of
excessive length.

None of the subsidiaries had issued any debt securities
at the end of the year.

42. RELATED PARTY TRANSACTIONS 42.

The Group entered into the following significant
transactions with related parties during the year.

AATDNEEMBATFHE @

ERAFIRARREERRIEVELRE
BEEREEARRINBAR - ARAE
ERRINEEMMB AR 2 FEEBNIT
o

BB A RN FRAERRERITEMNER

[

EHEALIRS
AEEHREEAEATEFRNETZIERAR
ST

2006 2005
ZEERE —TETRF
HK$'000 HK$'000
FET FAET
Sales of goods to a minority shareholder m—fEMEARZ
of a subsidiary LHRRIEEED 486,661 416,149
Purchase of goods from a minority m—fRMEARZ
shareholder of a subsidiary VEIRRREE & 110,683 72,598
Drilling service provided by a minority —HMBAT 2
shareholder of a subsidiary % BRI 1L 88 FLAR 75 18,693 12,704
Purchase of goods from an associate A — 1B 2 2 A
RBEEm 178,896 —
Sales of goods to an associate ) —fEEsE & A A
HEEM 9,941 -

Included in trade and other receivables and prepayments
are amount due from a minority shareholder of a
subsidiary and an associate of approximately
HK$143,098,000 (2005: HK$126,619,000) and HK$9,941,000
(2005: nil) respectively. The Group allows credit periods
of up to 120 days, depending on the product sold, to its
related parties.

Included in trade and other payables is an amount due
to an associate of approximately HK$38,392,000 (2005:
nil). The related parties offer credit periods of up to 120

days to the Group.

B 5 I H UL AR 51 % TE - 3B B IR FE IR
Bt A B BUIRER FRIA 4 143,098,000/ 7T
(ZZEZTHF:126,619,000/87T) R EK—
B &2 B FRIE 499,941,000 (2 F
1E ) AEERNEREALREZEE
HsRA1208 REFMEEZERMT .

ZSREMEMNERBIERMN —EBHEQ
AFRIEX)38,392,0008 L (T RF:
T) - HRBEATAAEEEL Z ZEHR
FA1208
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42.

RELATED PARTY TRANSACTIONS (continued) 42.

Compensation of key management personnel
The remuneration of directors and other members of key

management during the year is as follows:

EBEALRS @)
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T

2006 2005

—EEREF —TERF

HK$'000 HK$'000

FET FAET

Short-term benefits 5 HAE A 189,711 87,383
Post employment benefits RIKREF 1,415 1,287
Share-based payments LARR 19 2 AP 3K 5,100 1,917
196,226 90,587

The remuneration of directors and key executives is
determined by the remuneration committee having

regard to the performance of individuals and market

trends.
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