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CORPORATE INFORMATION
oog
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CORPORATE INFORMATION
goon
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FINANCIAL HIGHLIGHTS
oog

Year ended Year ended
31 December 2016 31 December 2015
gooooono gooooono
gooooono gooooono
aogo aogdo
HK$'millionD 0 O O HK$'milion0 O O O
Revenue oog 35,830.3 32,788.2
EBITDA* ooooooooooo
oooooo* 7,251.6 5,279.5
Profit before tax* ooooox 4,872.3 2,598.9
Net profit attributable to ownersofthe OO0 O0OO0OO0OO0O
Company
— Underlying net profit* -gooo* 3,283.5 1,740.5
— Reported net profit -goog 5,026.8 1,650.3
Basic earnings per share gooooo
— Based on underlying net profit* -oogooooox HK$3.1930 [J HK$1.6970 O
— Based on reported net profit -0oooooo HK$4.88901 [ HK$1.6090 O
Full-year dividend per share gooooo HK 130.0 cents[] [J HK 50.0 cents[] [J
— Interim dividend per share -0o0gogoo HK 30.0 cents[] [J HK 20.0 centsd O

— Proposed final dividend per share -00g0gooooon HK 70.0 cents[J [

HK 30.0 cents [

— Proposed special final dividend pershare -0 000000000 HK 30.0 cents[] [J

Net asset value per share gooooog HK$36.20] O HK$34.400 0
Net gearing goooo 24% 38%
* Excluding: * oooo

(1)

Gain on fair value changes of investment properties of HK$17.2 million, net
of deferred tax and portion shared by non-controlling shareholders (FY2015:
HK$249.6 million).

(2) Share-based payments of HK$20.9 million, net of portion shared by non-
controlling shareholders (FY2015: HK$62.8 million).

() Impairment loss recognised on available-for-sale investments of HK$27.8
million, net of portion shared by non-controlling shareholders (FY2015:
HK$310.6 million).

(4) Gain on disposal of a subsidiary of HK$1,573.7 million, net of portion
shared by non-controlling shareholders (FY2015: HK$33.6 million).

(5) Income from relocation compensation of HK$201.1 million, net of portion
shared by non-controlling shareholders (FY2015: Nil).
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FINANCIAL HIGHLIGHTS
oood

Revenue
oog

HK$ Million
BHEET
40,000 —

35,830

30,000

20,000

10,000

Net profit attributable to owners of the Company*
ooooooogooox

HK$ Million
BEET

3,500 —
3,000 —
2,500 —
2,000 —
1,500 —

1,000 [—

500 [—

o_z—r

* Excluding non-recurring items * goooooooo
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CHAIRMAN’S STATEMENT
goon

BUSINESS REVIEW (continued)

Group revenue rose by 9% to HK$35,830.3 million in 2016, registering an
underlying net profit (excluding non-recurring items) of HK$3,283.5 million,
a significant increase of 89%. Basic earnings per share based on underlying
net profit were HK$3.193. During the year, the Group’s subsidiary, Kingboard
Laminates Holdings Limited, disposed of a subsidiary holding land for
commercial use in Shenzhen, Guangdong Province. As a result, the Group’s
reported net profit surged 205% to HK$5,026.8 million. Basic earnings per
share based on reported net profit were HK$4.889. The Group’s financial
position remains robust and the Board has therefore proposed a final dividend
of HK70 cents per share and a special final dividend of HK30 cents per share,
subject to shareholders’ approval. Together with the interim dividend of HK30
cents per share paid in October 2016, this will constitute a full-year dividend
of HK130 cents per share.

PERFORMANCE

The Group has been ranked as the world’s top one laminates producer for
more than ten consecutive years. This achievement is attributable to the
Group’s strong and comprehensive vertical integration business model. As
a result of undersupply, market prices of glass fabric and other upstream
materials rose significantly during the year, leading to several price increases
of laminates. The division’s profit margin thus grew significantly. Segment
turnover (including inter-segment sales) increased by 8% to HK$13,923.1
million, while earnings before interest, tax, depreciation and amortisation
(“EBITDA”) increased substantially by 32% to HK$3,093.0 million.

Benefitting from upgrades in telecommunications network equipment, as well
as the wide application of smart home appliances and automobile electronics,
the PCB division gained strong demand and recorded steady orders growth.
With the conclusion of its restructuring, the Elec & Eltek Group achieved an
earnings turnaround for the year, and is expected to be back on track to
positive contribution hereafter. The PCB division’s segment turnover was up
by 5% to HK$7,478.1 million, delivering an EBITDA of HK$873.7 million, an
increase of 19%.

The bottoming out of international oil price has driven the increase in the
prices of the Group’s chemical products. China’s further move to reduce
excess capacity has also brought evident improvement in the demand-supply
dynamics in the market. The profit margins for chemical products have thus
rebounded. Segment turnover (including inter-segment sales) increased by 3%
to HK$10,738.7 million, with EBITDA growing 21% to HK$1,106.6 million.
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CHAIRMAN’S STATEMENT
goon

P ERFORMANCE (continued)

The partial booking of pre-sales from Huagiao Kingboard Yu Garden Phase
2, Zhangpu Kingboard Yu Garden, Kunshan Development Zone Kingboard
Yu Garden Phase 3, Qiandeng Kingboard Yu Garden Phase 2 and Jiangyin
Kingboard Yu Garden Phase 1 contributed property sales turnover of
HK$4,860.2 million during the year. Together with rental income of HK$625.9
million, segment turnover grew 35% to HK$5,486.1 million with EBITDA
increased by 72% to HK$1,699.6 million. Pre-sales activities during the year
generated contracted sales of HK$8,692.5 million on a contracted sales floor
area of 650,000 square metres. As at 31 December 2016, the Group held a
prime land bank in Shanghai and Kunshan with a gross floor area of over 4
million square metres.

LIQUIDITY AND CAPITAL RESOURCES

The Group’s financial and liquidity position continued to be robust. As at
31 December 2016, net current assets and current ratio of the Group were
approximately HK$12,176.1 million (31 December 2015: HK$20,190.8 million)
and 1.54 (31 December 2015: 2.24) respectively.

The net working capital cycle decreased from 57 days as at 31 December
2015 to 41 days as at 31 December 2016 on the following key metrics:

- Inventories, in terms of stock turnover days, was 23 days (31
December 2015: 30 days).

- Trade receivables, in terms of debtors turnover days, was 53 days (31
December 2015: 64 days).

- Trade and bills payables, in terms of creditors turnover days, was 35
days (31 December 2015: 37 days).
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CHAIRMAN’S STATEMENT
goon

LIQUIDITY AND CAPITAL RESOURCES

(continued)

The Group’s net gearing ratio (ratio of interest-bearing borrowings net of
cash and cash equivalents to total equity) significantly decreased from
38% as at 31 December 2015 to 24% as at 31 December 2016, while the
proportion of bank borrowings between short term and long term stood
at 47%:53% (31 December 2015: 30%:70%). During the year, the Group
invested HK$840 million and HK$5.1 billion in new production capacity and
property development projects respectively. Backed by a highly experienced
professional management team, a sound business foundation and solid
financial strength, management is confident that these investments will deliver
stable and satisfactory returns to shareholders over the long term. Less than
1% of the Group’s bank borrowings were denominated in RMB, while the
remainder were in Hong Kong dollars or US dollars.

The Group continued to adopt a prudent financial management policy. It did
not enter into any material derivative financial instruments, nor did the Group
have any material foreign exchange exposure during the year. The Group’s
revenue, mostly denominated in Hong Kong dollars, RMB and US dollars,
was fairly matched with the currency requirements of its operating expenses.

HUMAN RESOURCES

As at 31 December 2016, the Group had a global workforce of approximately
41,800 (31 December 2015: 43,200). Through the continued increase in
the level of automation at its plants, the Group was able to streamline its
manpower. This has enabled the Group to raise efficiency while controlling
costs. In addition to offering competitive salary packages, the Group grants
share options and discretionary bonuses to eligible employees based on the
Group overall financial achievements and individual employee performance.
The Group’s continued success relies on a solid human resources strategy,
part of which involved the establishment of the Kingboard Institute of
Management to provide management training for middle and senior managers
of the Group. The Group also recruits fresh graduates from both mainland
China and Hong Kong each year in its search for talents to nurture. In future,
the Group will continue its efforts in developing and retaining staff through
its management training schemes, in order to sustain its long-term growth
momentum.
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CHAIRMAN’S STATEMENT
goon

PROSPECTS

Management has complete confidence in the prospects for the Group’s
development in 2017. The Group’s multi-year investments in operational
enhancements for its four core divisions have put it among the industry’s top
players in terms of R&D capabilities, production efficiency and environmental
standards. Riding on the significant recovery of the global business
environment, the Group looks forward to driving its performance further to
deliver greater returns to shareholders.

Looking ahead to 2017, the tight supply of upstream materials and laminates
is unlikely to improve over the short term due to the lengthy process involved
in capacity expansion. Thus there is room for upward price adjustments in
those products. In view of the strong market demand and considering further
supply-demand dynamics in the market, laminates division plans to expand
its capacity for glass fabric and other upstream materials, as well as that for
laminates.

Driven by the replacement demand brought by the upgrading of smartphone
devices, the demand for high density interconnect (“HDI”) PCB remains
robust. The proliferation of smart home appliances, coupled with the
introduction of new homes to the market, has helped to sustain a growing
order for PCB used in home appliances. To cater to the keen market
demand, the PCB division plans to add automated production facilities to its
plant, while optimizing its product portfolio.

The chemicals division is constantly investing in environmental protection
facilities in order to create a highly efficient and sustainable low-carbon
production platform. It is expected that China will continue to phase out
those chemical enterprises of weak performance in operating efficiency
and environmental standards. Apart from the tightening of approval for new
chemical capacities, the cost of production also increases, which will raise the
industry’s entry barrier. Management therefore anticipates further reduction in
market supply, and subsequently steady earnings growth for the division.

Shanghai Kingboard Plaza Phase 1, located in Changning District, Shanghai,
was completed during the second half of 2016. The Group also acquired a
commercial property in London, the United Kingdom. These two projects are
expected to drive significant growth in the property division’s rental income
in 2017. The Group has also scheduled the pre-sale of its residential projects
in Kunshan, Jiangsu Province, with a view to expediting cash returns from its
developments. In respect of its land bank, the Group will adopt a prudent and
pragmatic approach before considering any expansion plans.
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CHAIRMAN’S STATEMENT

goog

APPRECIATION 0d

On behalf of the Board, | would like to take this opportunity to express my Jo0o0ooo0OO0oooDOOoOooDooooog
sincere gratitude to our shareholders, customers, banks, the management Jo0o0ooo0OO0oooDOOoOooDooooog
and employees for their unreserved support to the Group in the past year. oooooooooo

Cheung Kwok Wing oo

Chairman ooo

Hong Kong, 24 March 2017 goboobooboooboooon
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Jooogooboogon

EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 61, is the chairman and a co-founder of
the Group, and the chairman and a non-executive director of Elec & Eltek
International Company Limited (“EEIC”), which is a subsidiary of the Company
listed on the Singapore Exchange Securities Trading Limited (“SGX”) and
dual-listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. Cheung was the chairman and director of Kingboard Copper
Foil Holdings Limited (“KBCF”) which is the subsidiary of the Company listed
on the SGX up to 3 January 2012. Mr. Cheung is a director of Hallgain
Management Limited, a substantial shareholder of the Company. Mr. Cheung
is the brother of Ms. Cheung Wai Lin, Stephanie, the cousin of Mr. Cheung
Kwong Kwan, the brother-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin
Sang and the father of Mr. Cheung Ka Shing. Mr. Cheung had over 13 years’
experience in the sales and distribution of electronic components including
laminates prior to the establishment of the Group. Mr. Cheung is responsible

12 KINGBOARD CHEMICAL HOLDINGS LIMITED 0000000000
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
goooboobboodd

EXECUTIVE DIRECTORS (continueq)

Mr. HO Yin Sang, aged 62, is the brother-in-law of Mr. Cheung Kwok Wing
and Ms. Cheung Wai Lin, Stephanie and the uncle-in-law of Mr. Cheung
Ka Shing. He joined the Group in 1989 and is responsible for the Group’s
chemical business operations in Hebei and Shanxi province. He is also a non-
executive director of KBCF.

Ms. CHEUNG Wai Lin, Stephanie, aged 46, is the sister of Mr. Cheung Kwok
Wing, the sister-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang, the
cousin of Mr. Cheung Kwong Kwan and the auntie of Mr. Cheung Ka Shing.
She joined the Group in 2002. Ms. Cheung was appointed as an executive
director and the vice chairperson of EEIC with effect from 1 August 2014 and
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
goooboobboodd

INDEPENDENT NON-EXECUTIVE
DlRECTORS (continued)

Mr. LEUNG Tai Chiu, aged 70, was appointed as independent non-executive
Director on 1 October 2016. He graduated from The University of Hong Kong
in 1969. He is a member of the Institute of Chartered Accountants in England
and Wales. He has broad experience in accounting and auditing matters,
having worked in the auditing profession for over 30 years, 20 years of which
he served as a partner. Mr. Leung retired from PricewaterhouseCoopers in
2005. Mr. Leung was the President of Lions Club of Victoria in 1986 and
1998 and a director of Yan Oi Tong from 1995 to 1997. He is a member
of The Hong Kong Institute of Directors. Mr. Leung is an independent non-
executive director, the chairman of the audit committee, and a member of the
remuneration committee and nomination committee of Kingboard Laminates
Holdings Limited (“KLHL”), a subsidiary of the Company whose shares are
listed on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Mr. Leung is also an independent non-executive director
of two other companies listed on the Main Board of the Stock Exchange,
namely Eva Precision Industrial Holdings Limited (stock code: 0838) and
G-Vision International (Holdings) Limited (stock code: 0657).

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 43, the Company Secretary, joined the Group in
May 1999. Prior to that, he was an accountant at an international accounting
firm. Mr. Lo is a fellow member of Hong Kong Institute of Certified Public
Accountants. He holds a Bachelor’s Degree in Professional Accountancy
from The Chinese University of Hong Kong. He is in charge of the company
secretarial work of the Group. He is a non-executive director of Kingboard
Laminates Holdings Limited (“KLHL"), a 74.19% owned subsidiary listed on
the main board of the Stock Exchange. Mr. Lo has taken no less than 15
hours of relevant professional training during the year ended 31 December
2016 in accordance with Rule 3.29 of the Listing Rules.
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DIRECTORS’ REPORT
oogn

The directors of the Company (the “Directors”) present their annual report
and the audited consolidated financial statements for the year ended 31
December 2016.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal
subsidiaries and associates are set out in notes 40 and 19 respectively to the
consolidated financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2016 can
be found in the section headed “Chairman’s Statement” of this annual report,
which forms part of this Directors’ Report.

Principal Risks and Uncertainties

The Group is exposed to various risks and uncertainties which are specific to
the Group and/or the industries in which the Group operates. These risks may
materially affect the Group’s business operations, financial condition, results
of operations and business prospects. The Group has identified the key risks
and uncertainties as follows:

Product defects

The products of the Group may contain defects that can only be detected
when the electronics systems into which they are incorporated are in use.
The Group could be exposed to significant liability claims in the event that its
products are found to be defective. While the Group has implemented sound
systems to monitor its products at various stages of its production processes,
no assurance can be given that the Group’s products are free of defects.
Any significant liability claims could have an adverse impact on the results of
operations and reputation of the Group.

Customer contracts

The Group typically enters into one-off purchase orders with its customers. As
such, the amount of purchase orders may vary significantly from time to time,
and it is difficult to forecast the amount of orders to be received by the Group
in the future. No assurance can be given that the Group’s customers will
continue to place purchase orders with it in the future in similar amounts to
prior periods, if at all. As a result, the results of operations of the Group may
vary significantly in the future.

Competitive industry

The business segments in which the Group operates are highly competitive.
No assurance can be given that the Group will be able to compete
successfully against its current competitors or emerging companies in
the future. If the Group fails to compete effectively, the Group’s results of
operations, financial condition and business prospects may be materially and
adversely affected.
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BUSINESS REVIEW (continued)

Principal Risks and Uncertainties (continued)

Recent global market fluctuations and economic conditions

The recent global market fluctuations and economic conditions have adversely
affected economies and businesses around the world. A slowdown in the
global economy, in particular, the PRC economy, could lead to a reduction in
demand for the Group’s products and may materially and adversely affect its
business operations, financial condition and results of operations.

The risks and uncertainties stated above are not meant to be exhaustive.
There may be other risks or uncertainties that are not known to the Group or
which may not be material now but could turn out to be material in the future.

Environmental Policies and Performance

The Group is committed to achieving environmental sustainability. The Group
endeavours to comply with the relevant laws and regulations regarding
environmental protection and adopt effective measures to achieve efficient use
of resources, waste reduction and energy saving. For instance, the in-house
manufacturing facilities of the Group operate in compliance with the relevant
environmental rules and regulations. The Group reviews its environmental
policies on a regular basis.

In accordance with Rule 13.91 and the ESG Reporting Guide contained in
Appendix 27 of the Listing Rules, the Company’s Environmental, Social and
Governance Report will be available on our website within three months from
the publication of this annual report.

Compliance with Relevant Laws and Regulations

The Group and its business operations are subject to various laws, rules
and regulations. The Company seeks to ensure adherence to such laws,
rules and regulations in all material respects through various measures such
as internal controls, approval procedures, staff trainings and oversight of
business operations at different levels of the Group. The Board also monitors
the Group’s policies and practices on compliance with relevant laws, rules
and regulations in all material respects on a regular basis.

So far as the Directors and senior management are aware, for the year
ended 31 December 2016, the Group has obtained the approvals, permits,
consents, licences and registrations material for its business and operations,
and there was no material breach of the relevant laws and regulations by our
Group that have a significant impact on the Group.
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BUSINESS REVIEW (continued)

Key Relationships with Stakeholders

The Company understands the importance of maintaining a good relationship
with its employees, customers and suppliers in order to operate in a
sustainable manner and to meet its immediate and long-term goals.

The Company strongly believes that employees are its most important
and valuable assets. In order to recognise the performance of and provide
incentives for its employees, the Group reviews its policies on remuneration
and benefits for its employees regularly to ensure that they are in line with the
market standard. The Group reviews and improves catering, residence and
recreational facilities and services to provide a pleasant living environment to
the employees regularly. The Group organises various recreational activities
for its staff to participate to maintain a close relationship with its employees.

The Company maintains sound relationships with its customers and suppliers
which enable the Group to foster long term business benefits. The Directors
and senior management of the Company endeavours to exchange business
ideas and updates of the Group with its customers and suppliers from time to
time. To maintain its competitiveness, the Group aims to deliver high quality
of products and services to its customers.

During the year, there was no material and significant dispute between the
Group and its employees, customers or suppliers.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2016 are set out in
the consolidated statement of profit or loss on page 66.

An interim dividend of HK30 cents per ordinary share amounting to
HK$307,680,000 in aggregate was paid to the shareholders during the
year. The directors now recommend the payment of a final dividend of
HK70 cents per ordinary share and special final dividend of HK30 cents
per ordinary share to the shareholders on the register of members of the
Company on Wednesday, 7 June 2017, amounting to HK$726,880,000
and HK$311,520,000 respectively, in aggregate, and the retention of the
remaining profit in the Company.

INVESTMENT PROPERTIES

Details of the movements in investment properties of the Group during the
year are set out in note 14 to the consolidated financial statements.
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AVAILABLE-FOR-SALE INVESTMENTS

During the year ended 31 December 2016, the Company has in aggregate
approximately HK$6,537 million available-for-sale investment, representing
approximately 9% of the total assets of the Company as at 31 December
2016, which consist of mostly securities listed on Main Board of the Stock
Exchange and bonds issued mainly by companies listed on the Main
Board of the Stock Exchange. The Company acquired its available-for-sale
investments through on market purchase. As disclosed in the Company’s
announcement dated 12 December 2016, the Company held, in aggregate
approximately 5.01% of the issued share capital of Cathay Pacific Airways
Limited, a company listed on the Main Board of the Stock Exchange, in
a total consideration of HK$2,261 million. As at 31 December 2016, the
Company held 212,171,000 shares in the share capital of Cathay Pacific
Airways Limited, representing approximately 5.4% of its total issued share
capital. The aggregate consideration for purchasing the shares of Cathay
Pacific Airways Limited is approximately HK$2,418 million as at 31 December
2016. The Group will from time to time monitor the price movement of prices
in securities and bonds and may adjust its investment portfolio as and when
appropriate.

The following table sets out the Group’s major available-for-sale investments
as at 31 December 2016:

Fair value as at
31 December

Name of available-for-sale

investments ooooooon

ooogo

goooooooboooooooooooo
gooobooooooooss3rononog
gboooooooboooooooooooo
wooooooooooooooooooo
gboooooooboooooooooooo
gboooooooboooooooooooo
gboooooooboooooooooooo
gobooocooooooooobocoomoo
goooooooom@oooOns.o1%wod
gboozzel100000000000000
gboooooocoboooooooooboooo
bd2i1zaviooo00booooOoOoOOoOOn
54%000000000000000000
gboooooooooooooz418000
gbooboooocoboooboooooooooo
gooooooocoooo

gbooboooocoboooboooooooooo
ooooooooooo

Dividend
income
for the year

Bond interest

2016 for the year

oooooo

ooooooo

gooooobooo
oooooooo

Cathay Pacific Airways Limited
(listed on the stock exchange with

oooo
HK$'000
ooo

oooooo
HK$'000
ooo

oooooo
HK$'000
oono

stock code 293) 000002930 2,161,144 8,185
Bond listed on SGX by Country goooooooog
Garden Holdings Limited gpooooooo
(listed on the stock exchange with 0oooo2o070d
stock code 2007) with fixed gopooooooo
coupon interest 4.75% oooo4.7500
per annum and maturity date on goooooooo
28 September 2023 ooooooooooo 1,051,674 15,863
3,212,818 8,185 15,863
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AVAILABLE-FOR-SALE INVESTMENTS

(continued)

Save as the available-for-sale investments as set out in the table above, the
aggregate fair value of other available-for-sale investments held by the Group
as at 31 December 2016 do not exceed 5% of the consolidated total assets
of the Group as at 31 December 2016.

Based on the 2016 annual report of Cathay Pacific Airways Limited (stock
code: 293), it was expected that, among others, the operating environment
in 2017 to remain challenging. Strong competition from other airlines and
the adverse effect of the strength of the Hong Kong dollar are expected to
continue to put pressure on its yield. The cargo market got off to a good start,
but overcapacity was expected to persist. Its group expected to continue
to benefit in 2017 from the fact that fuel prices are much lower than their
previous high levels, but to a lesser extent than in 2016.

Based on the announcement of Country Garden Holdings Company Limited
(stock code: 2007) (“CGH”) dated 21 September 2016, the senior notes
(“Senior Notes”) were issued by CGH in September 2016, and due in 2023.
The Senior Notes are listed on Singapore Exchange Securities Trading
Limited and carries an interest of 4.75% per annum and interests are payable
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PROPERTIES, PLANT AND EQUIPMENT

Details of the movements in properties, plant and equipment of the Group
during the year are set out in note 15 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements during the year in the issued share capital of the
Company are set out in note 27 to the consolidated financial statements.

TAX RELIEF

The Company is not aware of any relief from taxation available to shareholders
of the Company by reason of their holding of Company’s shares.

PURCHASE, SALE OF REDEMPTION OF
SHARES

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

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company’s reserves available for distribution to shareholders as at 31
December 2016 comprised the retained profits of HK$596,559,000.

In addition to the retained profits of the Company, the share premium and the
special surplus account of the Company are also available for distribution to
shareholders provided that the Company will be able to pay its debts as they
fall due in the ordinary course of business immediately following the date on
which any such distribution is proposed to be paid.

At 31 December 2016, the sum of the retained profits and the share premium
of the Company amounted to approximately HK$5,249,087,000.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

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

Executive Directors:

Mr. Cheung Kwok Wing (Chairman)

Mr. Chang Wing Yiu (Managing Director)
Mr. Cheung Kwong Kwan

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Cheung Ka Shing

Mr. Chen Maosheng

Independent non-executive Directors:

Dr. Cheng Wai Chee, Christopher

Mr. Cheung Ming Man

Dr. Chong Kin Ki (appointed on 1 July 2016)

Mr. Leung Tai Chiu (appointed on 1 October 2016)
Mr. Lai Chung Wing, Robert (retired on 23 May 2016)
Mr. Tse Kam Hung (resigned on 1 July 2016)

Mr. Tang King Shing (resigned on 1 November 2016)

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

22 KINGBOARD CHEMICAL HOLDINGS LIMITED 0000000000 I

e .

oboogbobgoan

gooooooooooooooboo

goooo
oooowooo
oooowoooooo
ooooo

ooooo

ooooo

ooooo

ooooo

gogoooood

googo

googo
gboomooboooooboooboobo
gboomooboooooboooboobo
gboomoboooboooboooogoooboog
gboomoobooooooooobobogo
gboomooboooooboooboobo

goooooooobooboe200b0b0ODO
gooboooboooobobooobooobobo
gooboooboooobobooobooobobo
gooboooboooobobooobooobobo
gbooobooooooooon



= ANNUAL REPORT 2016










DIRECTORS’ REPORT
gooon

DIRECTORS’ INTERESTS IN SHARES (continueq)

Long position (continued)

(c)

(d)

26

Name of Director
oooo

Mr. Cheung Kwok Wing
ooooo

Mr. Chang Wing Yiu
ooooo

Mr. Ho Yin Sang
ooooo

Mr. Leung Tai Chiu
ooooo

Name of Director

oooo

Mr. Ho Yin Sang
ooooo

Mr. Cheung Ka Shing
ooooo

Ordinary shares of HK$0.10 each (“KLHL Shares”) in KLHL, a
non-wholly owned subsidiary of the Company

Capacity
oooo

Beneficial owner
ooooo
Interest of spouse
oooog

Interest of spouse
oooog
Beneficial owner
ooooo

Share options of KLHL (“KLHL Share Options”)

Capacity

oooo

Interest of spouse
oooo
Beneficial owner
ooooo

KINGBOARD CHEMICAL HOLDINGS LIMITED 0000000000

B

—

= ——

00000 Uooo

Oooo

(c) 000000000000 00000
gooood00 000D ODIOODOO
0oom

Approximate
percentage of

the issued

Number of share capital
issued KLHL of KLHL
Shares held oooooag
ooooooo goooa
ooooooo gooooaa
1,043,000 0.035
2,500,000 0.083
540,000 0.018
78,000 0.003

(d) gooooooooOoooooooo
oooom

Interest in underlying
KLHL Shares pursuant to
KLHL Share Options
o0oo00ooobOoooo
0oo0ooDoooDoooon

9,000,000

9,000,000
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DIRECTORS’ INTERESTS IN SHARES (continueq)

Long position (continued)

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

Name of Director Capacity
oooao oooad

Mr. Cheung Kwok Wing Beneficial owner
ooooo ooooo
Mr. Chang Wing Yiu Beneficial owner
ooooo ooooo
Mr. Cheung Kwong Kwan Beneficial owner
ooooo ooooo
Mr. Ho Yin Sang Beneficial owner
ooooo ooooo

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

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

00000 Uooo

Oooo

(e) oooD00oO0o0oooooOoooooo
0000000000 O0100000
oooooo

Number of non-voting
deferred shares held
(Note)
ogooooooo
oooaa

oooo

1,904,400
423,200
846,400

529,000

Number of
issued EEIC

Shares held
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DIRECTORS’ INTERESTS IN SHARES (continueq)

Long position (continued)

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

Name of Director Capacity
oood good

Mr. Ho Yin Sang Interest of spouse
ooooo oooog

Other than as disclosed above, none of the Directors nor their associates had
any interests or short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) as at 31 December 2016.
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SHARE OPTIONS

Particulars of the share option schemes of the Company, EEIC and KLHL
(including their vesting and exercise period) are set out in note 28 to the
consolidated financial statements.

On 17 October 2016, an aggregate of 12,800,000 share options were
exercised at HK$12.424 per Share, with a closing market price per share
of HK$24.00 on the immediately preceding business day which the options
were exercised, for ordinary shares of the Company of HK$0.10 each. Save as
disclosed, no share option was granted, exercised, cancelled or had lapsed
under the Company’s share option schemes during the year under review.

The following table discloses movements in the Share Options under the
Scheme during the year:

googd

OO0OOEEICOOOOOO0OOOO0OO000
omoooooooooomoooooo
0oo2so

goooooooooonnoizso0,0000
ooooooooOooooonoaiz4240
goooooooboooooooooboooo
gooogooolobboboOoooooood
gz4oo000000OO0OO0OoOoOOOn
gboooooooboooooooooboooo
gooooooooooooooobooo

ooooooooooooooooooooo

Outstanding Outstanding
ELE asat
1.1.2016 Transferred Granted Exercised Cancelled Lapsed 31.12.2016
gooooo during during during during during COOOO0OD
oooo the year the year the year the year theyear 0000000
oooo ooooo ooooo ooooo ooooo ooooo oooo

Category 1. Directors 01oooo
Mr. Cheung Kwok Wing ooooo 9,360,000 - - (2,600,000) - - 6,760,000
Mr. Chang Wing Yiu gopoo 8,120,000 - - (2,300,000) - - 5,820,000
Mr. Cheung Kwong Kwan ooooo 7,120,000 - - (2,000,000) - - 5,120,000
Mr. Ho Yin Sang (Note 1) oopomooio 7,120,000 - - (2,500,000) - - 4,620,000
Ms. Cheung Wai Lin, Stephanie ooooo 7,120,000 - - (1,500,000) - - 5,620,000
Mr. Cheung Ka Shing gopoo 6,928,000 - - (800,000) - - 6,128,000
45,768,000 - - (11,700,000) - - 34,068,000
Category 2: Employees (Note 1) 0200000010 11,784,000 - - (1,100,000) - - 10,684,000
Total all categories gooooo 57,552,000 - - (12,800,000) - - 44,752,000

Note 1: In addition to 4,620,000 Share Options held by Mr. Ho Yin Sang, the spouse of Mr.
Ho Yin Sang held 4,828,000 Share Options. None of such option was exercised.

Odl1l0 oobooobooogs4e200000 00000
0o0o00oO0oooooooobo4,828,000000
00ooo0o0o0oooooooooo
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SHARE OPTIONS (continued)

The following table discloses movements in KLHL Share Options during the
year:

0000 Oooo

gooooooooooboooooooooo

Outstanding Outstanding
asat asat
1.1.2016 Granted Exercised Cancelled Lapsed 31.12.2016
oooooo during during during during oooooo
oooo the year the year the year the year 0o0ooooo
oooo ooooo ooooo ooooo oonoo oooo
Directors and employees of gooooooo
KLHL (Note) 0mooo 81,000,000 - - - - 81,000,000
Total 0o 81,000,000 - - - - 81,000,000
Note:  Among these KLHL Share Options, some of which were granted to a Director and a 000 0O00oO0oO0oOoO0oO0oO0oO0O0oO0O0OO0oOoOoooooo

Director’s associate. Please refer to page 26 for details.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

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

DIRECTORS’ INTEREST IN
TRANSACTIONS, ARRANGEMENT OR
CONTRACTS OF SIGNIFICANCE

No transactions, arrangement or contract of significance in which a Director
or an entity connected with a Director had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during the year.

Save as disclosed in the paragraph headed “Connected Transactions” in this
report and in note 39 to the consolidated financial statements, no transaction,
arrangement or contract of significance to the business of the Group to which
the Company, its subsidiaries, its substantial shareholder or any subsidiaries
of its substantial shareholder was a party subsisted at the end of the year or
at any time during the year under review.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2016, the register of substantial shareholders maintained
by the Company pursuant to Section 336 of the SFO shows that, other than
the interests disclosed above in respect of certain Directors, the following
shareholders had notified the Company of relevant interests or short positions
in the issued share capital of the Company.

Name of Shareholder
oooo

Capacity
oooo

Hallgain Management Limited‘{ Hallgain”) (Note) Beneficial owner

goood ooogo
FMR LLC Investment manager
ooog
(L) The letter “L” denotes a long position.

Note:  As at 31 December 2016: (i) no shareholder of Hallgain was entitled to exercise, or
control the exercise of, directly or indirectly, one-third or more of the voting power at
general meetings of Hallgain, and Hallgain and its directors were not accustomed to
act in accordance with any shareholder’s direction; and (i) Mr. Cheung Kwok Wing,
being a Director, was also a director of Hallgain.

Other than as disclosed above, the Company had not been notified of any
other relevant interests or short positions in the issued share capital of the
Company as at 31 December 2016 which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO.

CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has been in compliance with
the applicable code provisions as set out in the Corporate Governance Code
(the “CG Code”) contained in Appendix 14 to the Listing Rules throughout
the year ended 31 December 2016, save for the deviation that independent
non-executive Directors are not appointed for specific terms pursuant to
paragraph A.4.1 of the CG Code. Notwithstanding the aforesaid deviation,
all the Directors (including independent non-executive Directors) are subject
to retirement by rotation and re-election at the Company’s annual general
meeting in compliance with the Company’s Atrticles of Association and Listing
Rules. As such, the Company considers that sufficient measures have been
taken to ensure that the Company’s corporate governance practices are no
less exacting than those in the CG Code.

oood

gooooooooobobbDbs3se0 000
gooboooboooobooobooobbo
gboobobobooooboboooboooo
ooomoooooooooboooooooo
gboobooooooog

Approximate
percentage
of the issued

Number of issued share capital of

Shares held the Company
oooood ooooooo
ooood ogoooooono
394,200,200 (L) 37.96 (L)
102,560,000 (L) 9.99 (L)

L OLmooooo
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CORPORATE GOVERNANCE (continued)

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in Appendix 10 of Listing Rules (the “Model Code”). Having
made specific enquiry of all Directors, each Director confirmed that they have
complied with the required standard set out in the Model Code and the code
of conduct regarding securities transactions by directors adopted by the
Company throughout the year ended 31 December 2016.

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

CONNECTED TRANSACTIONS

In 2016, the Group had the following non-exempt continuing connected
transactions (which are also related party transactions) within the meaning of
Chapter 14A of the Listing Rules:

(a) 2013 KBC/Hallgain Purchase Framework Agreement

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

The transactions contemplated under the 2013 KBC/Hallgain
Purchase Framework Agreement constituted continuing connected
transactions for the Company pursuant to Chapter 14A of the Listing
Rules on the basis that Hallgain is a substantial shareholder of the
Company and hence a connected person of the Company under the
Listing Rules.
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CONNECTED TRANSACTIONS (continued)

(@) 2013 KBC/Hallgain Purchase Framework Agreement

(continued)

The annual cap and the actual transaction amount of the transactions
contemplated under the 2013 KBC/Hallgain Purchase Framework
Agreement for the year ended 31 December 2016 are set out in the
table below. Details of the
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