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Financial Highlights
0o

Year ended Year ended
31 December 2011 31 December 2010
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0000000000
HK$'million 100D

Revenue
EBITDA*
Underlying profit before tax*
Net profit attributable to owners
of the Company
- Underlying net profit*
- Reported net profit
Basic earnings per share
- Based on underlying net profit*
- Based on reported net profit
Full-year dividend per share
- Interim dividend per share
- Proposed final dividend per share
Dividend payout ratio

Net asset value per share
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impairment loss on available-for-sale investments

of HK$83.2 million (net of the portion shared by

2) gain on fair value changes of investment properties
of HK$306.8 million (net of deferred tax)

3 share-based payments of HK$212.9 million (net of
the portion shared by minority shareholders)

Net gearing
* Excluding:
2011: (1)
minority shareholders)
2010: (1)

gain on disposal of available-for-sale investments

of HK$111.8 million (net of the portion shared by

minority shareholders)
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33,891.5
7,373.1
5,010.0

3,509.0
3,620.8

HK$4.146 0 O
HK$4.278 0 O
HK110.0 cents O O
HK50.0 cents 0 O
HK60.0 cents 0 0
26%

HK$30.3 0 0
23%
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Financial Highlights 0 0 O O

Revenue Profit Attributable to Owners of the Company
ooo 0ooooooooo
HK$ Million HK$ Million

nooo oooo
39,000 36550 3,600
36,000 I~ 3,300
33,000 3,000
30,000 2,700 -
27,000
24,000 2366123863 2,400
21,000 20 2100
18,000 16773 1,800
1,500 s
15,000 13,098 ’
12,000 1,200 e
9,000 7082 900
6,000 a8 600 T
3,000 | e o 171024 300 | oy oo om s
0 0
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 '\ 2003 2004 2005 2005 2007 2008 2009 2010 2011 1993 1994 1995 199 1997 1998 1999 2000 2001 2002 \mm 2004 2005 2006 2007 2008 2009 2010 2011
00000000000 April-Dec 2002™ 000000000oo T Apri-Dec 2002
Note:  Changed financial year end to December from March 2002 onwards 000 O0O0O00O00000000OoOoOoOoOoooooo
* Annualized o 0ooooooon
2000  Excluding the gain from the spin off of copper foil business of HK$178.4 00000 00000000 o0o0o0oaa7e,400,0000 0000
million
2006 Excluding the gain from the spin off of laminate business of HK$4.8 billion 00000 D000D0000000D0004,800,000,0000000
and discount on acquisition of HK$49.7 million 000000 49,700,0000 O
2007 Excluding the gain on fair value change of conversion and redemption 00000 DO000O0O0O0O0ODO0OO0O0OO0O0OO0OODDOOOODO
option derivative of HK$182.4 million; loss on disposal and deemed 182,400,0000 0000000 DOOODODOODODO
disposal of interest in an associate of HK$23.7 million and discount on 00 0 23,700,0000 O O O OO0 1,000,0000 O
acquisition of HK$1.0 million
2008 Excluding: 00000 ODOOO
(1) loss on disposal of convertible bond and interest in an associate of (1) DoOooDOoOoDoOOoDODoODOoODbDOOoDOoOoOOo
HK$189.7 million goooooooooo
(2) impairment loss on available-for-sale investments of HK$253.2 million (2 0DODODO0OODOOO0OOOOOOOOOOOOOOO
(3) discount on acquisition of HK$45.1 million 3 DODOOOODODODOODOOO
2009 Excluding: ooooo oooo
(1) netloss on disposal of subsidiaries of HK$82.6 million (1) 0ODODO0oO0O0OOO0OODOO0O0O0OO0O00O0OO00D
(2) gain on disposal of partial interests in subsidiaries of HK$340.0 million (2 DOODOOODODODOODOOOOOOOOOO
(3) impairment loss on available-for-sale investments of HK$111.8 million 3 00ODDUDOLOODDUOODOODOODODOODOOD
(net of the portion shared by minority shareholders) 0ooooooooooo
(4) discount on acquisition of HK$11.4 million (net of the portion shared (4 DOOOD0ODOOOOOOOmMOODOOOOO
by minority shareholders) ooo
2010 Excluding the gain on disposal of available-for-sale investments of 00000 DO000O0D0O0O0DO0OO0O0OO0OO0OO0O0O0ODOOOOODOO
HK$111.8 million (net of the portion shared by minority shareholders) Mooooooooooo
2011 Excluding: 00000 0000
(1) impairment loss on available-for-sale investments of HK$83.2 million (1) 0ooDOooOO0O0ODOO0O0O0O0DOOO0OO0b0OOOmO
(net of the portion shared by minority shareholders) oooooooooo
(2) gain an fair value changes of investment properties of HK$306.8 (2 DOODOOOODOOOOOOOODODOOOOO
million (net of deferred tax) 0ooooooo
(3) share-based payments of HK$212.9 million (net of the portion shared (3 DOO0DOD0DO00OO0DO0OO0ODOOOODOomOoOno
by minority shareholders) oooooooo
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Chairman’s Statement
HRERERE

Revenue Breakdown by Product 00000

1%
2%

FY 2011
gbooooogn

FY 2010
gbooboooogo

Chemicals
oooo

Laminates

oooo ooooo

BUSINESS REVIEW

It is my great pleasure to report to our shareholders that
Kingboard Chemical Holdings Limited (the “Group”) delivered
resilient results for the financial year ended 31 December 2011
despite an extremely volatile and difficult operating landscape.
Export order demand was hit by the impact of the European
sovereign debt crisis in the second half of the year. Furthermore,
severe flooding in Thailand in the last quarter of 2011 (“FY11 Q4”)
caused serious disruption to the electronic component supply
chain. As a result, electronic products manufacturers made
aggressive inventory adjustments which in turn affected our
revenue and earnings in the last quarter of 2011. Backed by a
strong performance in the first half of 2011, the Group’s revenue
increased by 8% to HK$36,559.1 million while underlying
net profit (excluding non-recurring items) declined by 26% to
HK$2,583.5 million and basic earnings per share was HK$3.026.
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Chairman’s Statement O 0 0 O

Despite strong headwinds in the second half of 2011, our
experienced management team managed to lead our employees
to deliver profitable results from all core business segments.
Driven by buoyant domestic demand for chemical products in
China, the Group’s chemical division delivered impressive growth
in both turnover and profit. The Group’s property developments
division continued to generate stable rental income from our
investment properties during the year.

On the back of our solid financial strength and proven
management team, the Group has built up an excellent business
model with a balanced portfolio yielding diverse income streams.
This has created a concrete buffer for the Group against
economic downturn and enables the Group to maintain our
robust financial position. The Board proposed a final dividend of
HK25 cents per share, together with the interim dividend of HK40
cents per share paid in September 2011, constitutes a total
dividend per share of HK65 cents, representing a payout ratio of
21%.
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Chairman’s Statement O 0 0 O

PERFORMANCE

In 2011, global demand for electronic products was negatively
impacted by the Japan earthquake in the first half-year, followed
by the European sovereign debt crisis which in turn affected
consumer confidence in the second half of the year. In addition,
the severe flooding in Thailand in the second half of 2011 also
caused significant disruption of component supply along the
electronic supply chain which resulted in aggressive inventory
adjustment by electronic products producers. As a result,
laminate products demand was weak in the last quarter of 2011.
Hence, shipment volume and capacity utilization of laminates
fell sharply in FY11 Q4, which in turn created immense pressure
on our profit margins. However, domestic sales denominated in
Renminbi (“RMB”) continued to be robust and increased by 13%
compared to last year. Hence, turnover (including inter-segment
sales) for the laminate division was similar to the previous year
at HK$13,839.6 million. Volume sales decreased by around
9% against 2010 and average monthly shipment reached 8.5
million square metres. Despite a net increase in the average
selling price of laminates against the previous year, continuous
raw material price and other operating costs increase in 2011
in addition to lower capacity utilization in FY11 Q4 impacted our
margin. Hence, earnings before interest, tax, depreciation and
amortisation (“EBITDA”) decreased 26% to HK$2,517.6 million.

Similarly, the Printed Circuit Board (“PCB”) division was also
impacted by rising costs pressure, softer demand as well as
inventory adjustment by customers in the last quarter of the year.
Turnover for the PCB division declined by 7% to HK$8,116.1
million and EBITDA decreased 35% to HK$1,056.5 million. The
Group has allocated resources in the past few years to expand
the production capacity for high density interconnect (“HDI”)
PCBs. The division successfully upgraded our product mix and
expanded market share in this market segment. HDI PCB sales
increased by 30% against the previous year, accounting for 17%
of total PCB sales and generated good earnings contribution to
the division.
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Demand for chemical products continued to thrive in the Chinese

domestic market. As crude oil price increased in 2011, chemical
products selling prices showed an uptrend during the year. In
the second half year, the on-going tightening monetary policy of
the Chinese Government to tame inflations created very tough
business conditions and in turn caused certain chemical prices
to soften. During the year under review, our phenol/acetone
plant in Huizhou, Guangdong province continued to achieve
outstanding performance. The Group’s other chemical projects
including Xingtai coke/methanol plant in Hebei province as
well as Hengyang caustic soda plant in Hunan province also
delivered attractive earnings for the Group. Turnover (including
inter-segment sales) for the chemical division jumped 18% to
HK$17,076.7 million and EBITDA rose by 6% to HK$2,120.9
million. Share of associates results (the bulk of which was
contributed by our natural gas based methanol joint venture with
China BlueChemical Limited) increased by 29% to HK$259.5
million as a result of higher methanol selling prices against last
year.
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Yangzhou-phenol/acetone plant will commence production in 2012 and fuel chemical division earning growth.
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With regards to our property developments division, as at 31
December 2011, the Group had a land bank of over 4 million
square metres with investment properties and residential projects
located at prime locations in eastern and southern China. Our
investment properties including Shanghai Kingboard Modern
Plaza and Guangzhou Zhan Wang Digital Plaza located at central
location with easy access and enjoyed good occupancy rates.
In addition, the newly renovated Guangzhou Dong Zhao Building
was completed in March 2011 and occupancy rate reached over
60% of lettable area by the end of the year. Total rental income
for the Group increased substantially by 88% to HK$236.9 million
in 2011 from HK$125.7 million in 2010.
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Dong Zhao Building was completed in 2011, will boost rental income growth for the Group.
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Chairman’s Statement O 0 0 O

LIQUIDITY AND CAPITAL RESOURCES

Our financial and liquidity position continued to be solid. As at
31 December 2011, net current assets and current ratio of the
Group were approximately HK$12,347.5 million (31 December
2010 — HK$11,274.2 million) and 1.8 (31 December 2010 - 1.9)
respectively.

The net working capital cycle shortened from 65 days as at 31
December 2010 to 40 days as at 31 December 2011 on the
following key metrics:

- Inventories, in terms of stock turnover days, decreased
to 35 days. Total inventory amount decreased by
27% as the Group tightened control over inventory
and reclassified HK$712.7 million copper foil inventory
to other non-current assets in line with the 2 years
licensing arrangement with an independent third party as
announced in the announcement released by Kingboard
Copper Foil Holdings Limited (“KBCF”) on 3 August 2011
(31 December 2010 — 55 days).

- Trade receivables, in terms of debtors turnover days,
reduced to 52 days (31 December 2010 - 56 days).

- Trade and bills payables, in terms of creditors turnover
days, reduced to 47 days (31 December 2010 — 46 days).

The Group’s net gearing ratio (ratio of interest bearing
borrowings net of cash and cash equivalents to total equity) was
approximately 40% (31 December 2010: 23%). The proportion
of bank borrowings between short term and long term stood
at 37%: 63% (31 December 2010: 43%: 57%). During the
year under review, the Group invested around HK$2.82 billion
and HK$4 billion in new production capacity and property
developments projects respectively. With a seasoned and
professional management team coupled with our concrete
business foundation and robust balance sheet, the Group
is confident that these investments will generate stable and
attractive returns to our shareholders in the future. About 7% of
the Group’s bank borrowings was denominated in RMB and the
rest in Hong Kong or US dollars.
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Chairman’s Statement O 0 0 O

The Group continued to adopt a prudent financial management
policy including the use of interest rates swap contract to
minimize exposure to fluctuation in interest rates movement.
As at 31 December 2011, the outstanding notional amount of
interest rate swap agreements stood at HK$930 million with a
weighted average duration and interest rate of 0.38 year and
3.09% respectively. Other than derivative financial instruments
in connection with our daily operations as mentioned above, the
Group had not entered into any other type of derivative financial
instruments throughout 2011. There was no material foreign
exchange exposure to the Group during the year under review.
The Group’s revenue, mostly denominated in Hong Kong dollars,
RMB and US dollars, was fairly matched with the currency
requirement of operating expenses.

HUMAN RESOURCES

As at 31 December 2011, the Group had a global workforce
of over 43,200 (31 December 2010: 47,300). The decrease in
headcount was in line with reduced business volume in the last

12 Annual Report 2011 Kingboard Chemical Holdings Limited
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Chairman’s Statement O 0 0 O

PROSPECTS

After the Chinese Lunar New Year holidays in 2012, customer
orders showed signs of improvement. Laminate prices also
showed an uptrend as commodity prices recovered as
compared against the end of last year. Hence, shipment volume
and laminates production utilization improved in February 2012.
Export demand for electronic products is expected to be soft for
the short term against a back-drop of sluggish global economic
recovery. Management is confident over the future growth
prospects of the Chinese domestic market. With the gradual
loosening of the tight monetary policies in China, we expect to
see further improvement in the business operating environment
further along 2012. On the back of Chinese government’s policy
push to encourage domestic consumption and continuous
improvement of living standard for Chinese citizens, demand
for electronic products, especially smart phones and computer
related products, is expected to maintain robust growth as the
disposable income for Chinese consumers continue to increase.
This would definitely be a positive driver for laminates demand.
We will continue to invest in product mix enhancement and
business development in the domestic China market in order
to advance our market share. Plans are underway to expand
laminates production capacity for both Jiangyin plant, Jiangsu
province and Jiangmen plant, Guangdong province in the
current year to capture business opportunities for thin and high-
performance laminates.

For the PCB division, our new PCB facility at Yi Zheng Industrial
Park, Yangzhou, Jiangsu province is expected to commence trial
production in the second quarter of this year. Annual capacity
is expected to reach 6 million sq.ft by the end of this year.
Furthermore, our two dedicated HDI PCB plants in Kunshan,
Jiangsu province and Kaiping, Guangdong province also plan to
expand production capacity in 2012 to meet customer demand.

For the chemical division, the new phenol/acetone plant at
Yangzhou, Jiangsu province with an annual capacity of 300,000
metric tonnes is expected to commence trial production in the
second quarter. Meanwhile, capability enhancement plans for the
existing phenol/acetone plant at Huizhou, Guangdong province
are currently under review and expected to be completed in
2012.
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Chairman’s Statement O 0 0 O

Leasing activities for our investment property Guangzhou
Dong Zhao Building have made good progress. Another key
commercial project, Guangzhou Kingboard Plaza located at a
prime location in Zhujiang Xincheng, Guangzhou is expected
to be completed by end 2012. These projects will fuel rental
income growth in China over the next two years. The tightening
policies introduced by the Central Government over the domestic
property market are likely to continue. The Group will adjust our
existing land reserve development plans subject to changes in
market conditions. A cautious and prudent approach will be
adopted on further land bank acquisitions to ensure that quality
land at reasonable price is acquired by the Group. Our first
residential project — Shanghai Yu Garden in Kunshan, Jiangsu
province has pre-sold over 99% of units with cash receipts in
excess of RMBL1.1 billion. Owing to the processing time required
to get the title deeds from the authorities, earnings in connection
with this project are expected to be booked in the first half of
2012. In addition, construction of another residential project —
Qiandeng Kingboard Yu Garden in Kunshan, Jiangsu province
has commenced with a target completion by end of 2013. To
date, around 30% of the available units have been sold under
Phase | of the project.

Operating landscape for the Group in 2012 remains challenging.
Nevertheless, our experienced management team will maintain
a prudent financial management strategy and continue to
sharpen the competitive edge of our core businesses. The
Group will respond promptly to changes in the market and any
business opportunities with decisive action. We are confident
that the Group will continue to deliver attractive returns to our
shareholders in future.
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Chairman’s Statement 0 0 00 [

APPRECIATION

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

Cheung Kwok Wing
Chairman

Hong Kong, 29 March 2012
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Directors’ and Senior Management’s Biographies
Jooddooodoon

EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 56, is the chairman and a
co-founder of the Group, and the chairman of Elec & Eltek
International Company Limited (“EEIC”), which is a subsidiary
of the Company listed on the Singapore Exchange Securities
Trading Limited (“SGX”) and dual-listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Mr. Cheung was
the chairman and director of KBCF which is the subsidiary of the
Company listed on the SGX up to 3 January 2012. Mr. Cheung
is the brother of Ms. Cheung Wai Lin, Stephanie, the cousin of
Mr. Cheung Kwong Kwan and the brother-in-law of Mr. Chang
Wing Yiu and Mr. Ho Yin Sang. Mr. Cheung had over 13 years’
experience in the sales and distribution of electronic components
including laminates prior to the establishment of the Group. Mr.
Cheung is responsible for the overall strategic planning of the
Group and sets the general direction and goals for the Group.
Mr. Cheung won the Young Industrialist Award of Hong Kong
1993, which was organized by the Federation of Hong Kong
Industries and was described as “far-sighted, enterprising, and
having insight in the business”. Mr. Cheung was the winner of
the DHL/SCMP Hong Kong Business Award, accredited with the
Owner-Operator Award in 2006. In 2011, Mr. Cheung had been
awarded the Honorary University Fellowships of The University of
Hong Kong.

Mr. CHEUNG Kwong Kwan, aged 47, is the cousin of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He
joined the Group in 1988 and has been working in the PCB
industry since 1984 with particularly extensive experience
in marketing components and materials required for PCB
production. Mr. Cheung is responsible for the Group’s chemical
business operations and property developments in southern
China.

Mr. CHANG Wing Yiu, aged 45, is the brother-in-law of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie. He
joined the Group in 1989 and has over 22 years’ experience in
laminates production. Mr. Chang graduated from the Hong Kong
Polytechnic University with a higher diploma in marine electronics.
He is responsible for the Group’s methanol plant in Chongging,
chemical refinery plant in Yangzhou, Jiangsu province and
phenol/acetone plant in Huizhou, Guangdong province. He is
also a non-executive director of EEIC.
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EXECUTIVE DIRECTORS (continued)

Mr. MOK Cham Hung, Chadwick, aged 47, is the son-in-law of
Mr. Chan Wing Kwan. He joined the Group in 2000. Prior to this
he worked in the financial services industry for over 11 years.
Mr. Mok is an associate member of the Institute of Chartered
Accountants in England & Wales and a fellow member of Hong
Kong Institute of Certified Public Accountants. He holds an MA
in Electrical and Information Engineering from the University of
Cambridge and an MBA with distinction from Imperial College,
the University of London. He is also an executive director of EEIC
and responsible for the strategic planning of EEIC.

Mr. HO Yin Sang, aged 57, is the brother-in-law of Mr. Cheung
Kwok Wing and Ms. Cheung Wai Lin, Stephanie. 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 41, is the sister of Mr.
Cheung Kwok Wing and the cousin of Mr. Cheung Kwong Kwan.
She joined the Group in 2002 and is responsible for the business
operations of Techwise PCB group. Prior to joining the Group,
she worked as an administration assistant manager in a listed
company for about 5 years.

Mr. CHEN Maosheng, aged 48, was appointed as an executive
director of the Company on 11 January 2011. He joined the
Group in 1996 and is currently the chief financial controller of
the Group in the People’s Republic of China (“PRC”). He is
responsible for the management of the finance and tax matters of
the Group in the PRC. Prior to joining the Group, he worked with
the finance and economics department of the government of the
PRC for 12 years. Mr. Chen graduated from Jiangxi Finance and
Economics University (formerly known as Jiangxi Finance and
Economics Institution) in 1990. He is an accountant certified by
the finance department of the government of the PRC.

NON-EXECUTIVE DIRECTOR

Mr. CHAN Wing Kwan, aged 66, is a co-founder of the Group,
and a non-executive director of EEIC. Mr. Chan was the
managing director of the Group and responsible for the overall
implementation of the strategic plans and goals of the Group.
On 11 January 2011, he was re-designated as a non-executive
Director and appointed as chief consultant of the Company.
Mr. Chan had been the managing director of KBCF up to 11
January 2011. Mr. Chan is the father-in-law of Mr. Mok Cham
Hung, Chadwick. Mr. Chan acquired a degree of Doctor of
Business Science from Pacific Western University L.A.. Prior to
the establishment of the Group, Mr. Chan had over 22 years’
experience in the sales and distribution of electronic components,
industrial chemicals and PCBs.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Mr. LAl Chung Wing, Robert, aged 64, was appointed as an
independent non-executive director of the Company in February
2009. He has many years of experience in trading and investment
and was previously the managing director of Seaunion Holdings
Ltd (now known as South Sea Petroleum Holdings Limited) and
an independent non-executive director of Kee Shing (Holdings)
Limited (now known as Gemini Property Investments Limited),
both companies listed on the Stock Exchange. He holds a
Bachelor-of-Laws (Honours) degree from the University of
London and is involved in business consultancy work in the Asia-
Pacific region. He is also an independent non-executive director
of Plastec Technologies Ltd, a company quoted on the US OTC
Bulletin Board (OTCBB). Mr. Lai was previously an independent
non-executive director of KBCF. He is the brother of Mr. Lai
Chong Tuck, an independent non-executive director of EEIC.

Mr. TSE Kam Hung, aged 61, has over 30 years of experience
in the field of electronic industry. He was appointed as an
independent non-executive director of the Company in 2004.

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 38, 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
66.42% owned subsidiary listed on the main board of the Stock
Exchange.
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Directors’ Report
Ooodo

The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements
for the year ended 31 December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of its principal subsidiaries, associates and jointly controlled
entities are set out in notes 49, 22 and 25 respectively to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2011
are set out in the consolidated income statement on page 65.

An interim dividend of HK40 cents per ordinary share amounting
to HK$341,867,000 in aggregate was paid to the shareholders
during the year. The Directors now recommend the payment
of a final dividend of HK25 cents per ordinary share to the
shareholders on the register of members of the Company on 5
June 2012, amounting to HK$213,667,000 in aggregate, and the
retention of the remaining profit in the Company.

INVESTMENT PROPERTIES

Details of the movements in investment properties of the Group
during the year are set out in note 17 to the consolidated financial
statements.
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PROPERTIES, PLANT AND EQUIPMENT

Details of the movements in properties, plant and equipment
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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. Cheung Kwong Kwan

Mr. Chang Wing Yiu

Mr. Ho Yin Sang

Ms. Cheung Wai Lin, Stephanie

Mr. Mok Cham Hung, Chadwick

Mr. Chen Maosheng (appointed on 11 January 2011)

Non-executive Director:

Mr. Chan Wing Kwan (resigned as the Managing Director and
an executive Director and re-designated as a non-executive
Director on 11 January 2011)

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

Mr. Henry Tan

Mr. Lai Chung Wing, Robert

Mr. Tse Kam Hung

In accordance with Article 92 of the Company’s Articles of
Association, Ms. Cheung Wai Lin, Stephanie, being an executive
Director, Mr. Chan Wing Kwan, being a non-executive Director
and Messrs. Henry Tan and Lai Chung Wing, Robert, being the
independent non-executive Directors, will retire from directorship
by rotation and will offer themselves for re-election at the
forthcoming annual general meeting of the Company.

Biographical details of the above Directors are set out in the
section “Directors’ and Senior Management’s Biographies” on
pages 16 to 19.

No Director proposed for re-election at the forthcoming annual
general meeting of the Company has a service contract which is
not terminable by the Group within one year without payment of
compensation (other than statutory compensation).
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DIRECTORS’ INTERESTS IN SHARES

At 31 December 2011, the interests of the Directors and their
associates in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFO”)), as
recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers, were as
follows:

oobooood
0oo0000000000000000000
000000000000 O000000000
OD000000000XvO0mooooooo
00000000000000000000352
00o00000000000000000000
0oo0000000000000000000
ooooooo

googoo

goooo

Long position oo
(a) Ordinary shares of HK$0.10 each of the Company (a) goooooooAo0 00D DOD O
(“Shares”) o
Approximate
percentage
of the issued
Number share capital
of issued of the Company
Shares held oooo
Name of Director Capacity gooooo gooooo
oooad oooao good oooono
Mr. Cheung Kwok Wing Beneficial owner 3,673,175 0.430
googo ooogoo
Mr. Chan Wing Kwan (Note 1) Beneficial owner 1,910,250 0.224
gooomooad ooogo
Mr. Cheung Kwong Kwan Beneficial owner 1,868,200 0.219
ooood ooood
Mr. Chang Wing Yiu (Note 2) Beneficial owner 4,115,274 0.482
gooomoo20 ooogo
Mr. Ho Yin Sang (Note 3) Beneficial owner 4,167,729 0.488
ogooomooasd ooogo
Mr. Mok Cham Hung, Chadwick Beneficial owner 2,940,000 0.344
(Note 4) ooooo
oooomooé4n
Ms. Cheung Wai Lin, Stephanie Beneficial owner 210,000 0.025
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

ubobuilooo

Uyoo

(a) Ordinary shares of HK$0.10 each of the Company (a) goodoooooA0DOOOoOoOmQo

(“Shares”) (continued) omoo
Notes: ooo
1) Out of the 1,910,250 Shares, 1,850,250 Shares were held by Mr. (1) 0019102500 000000O0O1,850,2500 O
Chan Wing Kwan and 60,000 Shares were held by his spouse. 0000000000000 060,0000000
ogooooo
) Out of the 4,115,274 Shares, 3,397,074 Shares were held by Mr. )] 004,115274000000003,397,0740 0
Chang Wing Yiu and 718,200 Shares were held by his spouse. oo0ooDo0o0ooo0ooooo0v718,200000
oooooooo
(3) Out of the 4,167,729 Shares, 2,485,229 Shares were held by (3) 004,167,7290 0 0000 0O O 2,485,2290 0O
Mr. Ho Yin Sang and 1,682,500 Shares were held by his spouse. 000000000000 001,682,5000 0
goooooooo
(4) Out of the 2,940,000 Shares, 2,830,000 Shares were held by (4 0 02940,000000000002,830,00000

Mr. Mok Cham Hung, Chadwick and 110,000 Shares were held

by his spouse.

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

Ooo0o0Do000O0000000110,000000
oooooooo

(b) gooooooOooooooom

Interest in
underlying Shares
pursuant to

Share Options

of the Company

Name of Director Capacity oooooooo
ooog good gooooo
Mr. Cheung Kwok Wing Beneficial owner 2,800,000
ogoogoo goooo
Ms. Cheung Wai Lin, Stephanie Beneficial owner 2,600,000
googo goooo
Mr. Mok Cham Hung, Chadwick Beneficial owner 2,600,000
ooood goooo
Mr. Chang Wing Yiu Beneficial owner 2,600,000
googo goooo
Mr. Ho Yin Sang (Note) Beneficial owner 5,040,000
gooomooog goooo
Mr. Cheung Kwong Kwan Beneficial owner 2,600,000
ooood goooo

Note:  Out of the 5,040,000 Share Options, 2,600,000 Share Options

were held by Mr. Ho Yin Sang and 2,440,000 Share Options

were held by his spouse.
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)

(b)

(c)

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

The Company adopted its first share option scheme
on 11 May 1998, and such share option scheme was
terminated upon the adoption of its second share
option scheme (“2002 Scheme”) on 2 July 2002 for the
duration of 10 years. In view of the changes to the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) in 2009, a new share option scheme
(the “Scheme”) was approved by shareholders of the
Company at the extraordinary general meeting of the
Company held on 23 March 2009. The 2002 Scheme
was accordingly terminated on the same day without
affecting the rights of holders of any options granted and
outstanding under the 2002 Scheme.

Ubobuilooo
Ooo

(b)

goboooooooooooomoo

gobooOooooobooboooboooo
obooooooooocoocoooooo
gbooooooooooocoooooo
goboboooboooobOoooooooo
oo ooooooooooobod
MoboooOoooooooooboooo
gobooOoooooboobooboooo
obooooooooocoocoooooo
oo oooOonoboooooo
gobooOooooooobooboooo
obooooooooocoocoooooo
ooooooooo

Warrants of the Company (“Warrants”) (c) joooooOoooooomm

Interest in

underlying Shares

pursuant to

to the Warrants

Name of Director Capacity oooooo

oooad ogood ooooono

Mr. Cheung Kwok Wing Beneficial owner 165,222
googo goooo

Mr. Chan Wing Kwan (Note 1) Beneficial owner 78,025
gboomooao goooo

Mr. Cheung Kwong Kwan Beneficial owner 111,320
ooood goooo

Mr. Chang Wing Yiu (Note 2) Beneficial owner 335,527
gooomooao goooo

Mr. Ho Yin Sang (Note 3) Beneficial owner 379,412
gboomooaso goooo

Mr. Mok Cham Hung, Chadwick (Note 4) Beneficial owner 182,000
Ooo0oDomooad goooo
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

(c) Warrants of the Company (“Warrants”) (continued)

Notes:

(1) Out of the 78,025 Warrants, 72,025 Warrants were held by Mr.
Chan Wing Kwan and 6,000 Warrants were held by his spouse.

(2) Out of the 335,527 Warrants, 267,707 Warrants were held by
Mr. Chang Wing Yiu and 67,820 Warrants were held by his
spouse.

(3) Out of the 379,412 Warrants, 102,662 Warrants were held by

Mr. Ho Yin Sang and 276,750 Warrants were held by his spouse.

(4) Out of the 182,000 Warrants, 181,000 Warrants were held by
Mr. Mok Cham Hung, Chadwick and 1,000 Warrants were held

by his spouse.

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

ubobuilooo

Uyoo

(0 CO0O00DOOODOOOOMOO

ooo

)

0078,025000000000072,0250
gooooooo0ooooo0o0O0none,o0
ooO0oo0ooooooooo

003355270 000000000 267,707
goboO0o0ooO0oO0o0oO0oO0oO0oO0oO0obooaO0
67,8200 000000000000

003794120 000000000102,662
goooo0o0oDoOO0o0o0oO0oO0oo0oO0oo0oooa0
276, 7500 000000000000

001820000 0000000 0O0O0181,000
gooo0ooooOooooooooooo
oo 0O00O0O0O0OODOOOO

(d) gooooooboooooooboooo
gopogooOooOnoonOod

Company ooom
Approximate
percentage
Number of of the issued
issued KLHL share capital
Shares held of KLHL
ooooo gooooo
Name of Director Capacity gooooo ooooo
oooad oooao good ooooono
Mr. Cheung Kwok Wing Beneficial owner 453,500 0.015
googoo ooogo
Mr. Chan Wing Kwan (Note 1) Beneficial owner 100,000 0.003
gooomooad ooogo
Mr. Chang Wing Yiu (Note 2) Beneficial owner 100,000 0.003
oo0oomooz0 ooood
Mr. Ho Yin Sang (Note 3) Beneficial owner 540,000 0.018
Ogooomooasd ooogo
Mr. Mok Cham Hung, Chadwick Beneficial owner 60,000 0.002
(Note 4) ooooo

oooomooan
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

U]

28

ubobuilooo

Uyoo

Non-voting deferred shares of HK$1 each in the (f) goooooooooooooooo

share capital of Kingboard Laminates Limited, a

goboooooooobo1booooog

non-wholly owned subsidiary of the Company ooooag
Number of
non-voting
deferred
shares held
(Note)
Name of Director Capacity gooooo
oooag oood gooooo
ogood
Mr. Cheung Kwok Wing Beneficial owner 1,904,400
googo goooo
Mr. Chan Wing Kwan Beneficial owner 1,481,200
ogoogoo goooo
Mr. Cheung Kwong Kwan Beneficial owner 846,400
ooood goooo
Mr. Ho Yin Sang Beneficial owner 529,000
googo goooo
Mr. Chang Wing Yiu Beneficial owner 423,200
ogoogoo goooo
Note:  None of the non-voting deferred shares of Kingboard Laminates ooo obooooobooobobbooooobbooo

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.
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DIRECTORS’ INTERESTS IN SHARES (continued)

Long position (continued)

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

Ubobuilooo
uwsoo

(9) 00o000oO0DoDO0OOoOC0OEEICOOO
OO0O0OoEEICO O

Company
Approximate
percentage of
Number of the issued
issued EEIC share capital
Shares held of EEIC
Name of Director Capacity ooooo OEEICOO00ODOO
oooo gooo EEICO 00O gpooooo
Mr. Cheung Kwok Wing Beneficial owner 1,507,200 0.807
googo goooo
Mr. Chan Wing Kwan (Note) Beneficial owner 1,050,000 0.562
gooomooo ooood
Mr. Ho Yin Sang Beneficial owner 486,600 0.260
googo goooo
Mr. Mok Cham Hung, Chadwick Beneficial owner 1,120,200 0.600
googo goooo
Mr. Chang Wing Yiu Beneficial owner 486,600 0.260
ooood ooood

Note:  Out of the 1,050,000 EEIC Shares, 1,010,000 EEIC Shares were
held by Mr. Chan Wing Kwan and 40,000 EEIC Shares were held
by his spouse.
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DIRECTORS’ INTERESTS IN SHARES (continued)
Long position (continued)

(h)

30

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

o000 ooo

uwsoo

(h) 00000000000 DOKBCFO O
oooooodol 0000 OO KBCFO

subsidiary of the Company 0m
Approximate
percentage of
the issued
Number of share capital
issued KBCF of KBCF
Shares held 0 KBCF
Name of Director Capacity gooooo ooooo
oooad oooao KBCFO O OO ooooono
Mr. Cheung Kwok Wing Beneficial owner 1,000,000 0.1380
googo ooogo
Mr. Ho Yin Sang (Note) Beneficial owner 2,000 0.0002
gooomoog ooogo
Mr. Lai Chung Wing, Robert Beneficial owner 72,000 0.0100
ooood ooood

Note:  The 2,000 KBCF Shares were held by the spouse of Mr. Ho Yin
Sang.

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 2011.
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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 37 to the consolidated financial statements.

The following table discloses movements in the Share Options

gooog

obOO0OeeiCcOO0OO0O0ODOOOODOOOOODO
Mmoooooooooomooooooooo

370

goooooooooooooobocoooooo

under the 2002 Scheme and the Scheme during the year: oooooog

Outstanding Outstanding
as at as at
1.1.2011 Granted Exercised Lapsed 31.12.2011
oooooo during during during oooooo
oooo the year the year theyear 0OOO0O00OO
agooo goooo goooo goooo agooo

Category 1. Directors 010000
Mr. Cheung Kwok Wing goooo - 2,800,000 - - 2,800,000
Mr. Chan Wing Kwan goooo 591,600 - (591,600 - -
Mr. Cheung Kwong Kwan gooog 359,600 2,600,000 (359,600 - 2,600,000
Mr. Chang Wing Yiu ooooo 484,800 2,600,000 (484,800 - 2,600,000
Mr. Ho Yin Sang (Note) oooomooo 603,600 2,600,000 (603,600) - 2,600,000
Mr. Mok Cham Hung, Chadwick 00000 - 2,600,000 - - 2,600,000
Ms. Cheung Wai Lin, Stephanie 00000 - 2,600,000 - - 2,600,000
2,039,600 15,800,000 (2,039,600) - 15,800,000
Category 2: Employees 020000 2,434,400 12,200,000 (2,434,400) - 12,200,000
Total all categories oooooo 4,474,000 28,000,000 (4,474,000) - 28,000,000

Note: In addition to 2,600,000 Share Options held by Mr. Ho Yin Sang, the
spouse of Mr. Ho Yin Sang held 2,440,000 Share Options. None of such
option were exercised,

The weighted average closing price of the Shares on the five
trading days immediately before the dates on which the Share
Options were exercised was HK$42.80.
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SHARE OPTIONS (continued)
The following table discloses movements in EEIC’s share options
during the year:

Ooo00ouoo
O0OO0O0EEICODODDOODODOOODOOO

Outstanding Outstanding

as at as at

1.1.2011 Exercised Lapsed 31.12.2011

oooooo during during oooooo

oooo the year the year ooooooo

oooo goooo goooo gooo

Employees oo 316,100 (238,000) (78,100) -
Total 0o 316,100 (238,000) (78,100) -

During the year ended 31 December 2011, 100,000,000 share
options were granted pursuant to the employees’ share option
scheme of KLHL. The following table discloses movements in
KLHL’s share options during the year:

gboobooobooooboboooooboobobo
goboooOooobooo0OO00OoOon1o0,000,0000
gboooboooooooboooooboboDbo
ooooo

Outstanding Outstanding

asat as at

1.1.2011 Granted Exercised Lapsed 31.12.2011

oooooo during during during 000000

0ooo the year the year theyear 0000000

0ooo goooo goooo ooooo gooo

Directors and employees ooooooo - 100,000,000 - - 100,000,000
of KLHL (Note) oomooo

Total 0o - 100,000,000 - - 100,000,000

Note: ~ Among these share options granted by KLHL, some of which were
granted to the associates of the Directors. Please refer to page 27 for
details.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the option holdings 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.
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DIRECTORS’ INTEREST IN CONTRACTS OF
SIGNIFICANCE

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

gooooooogd

gbooboobooooobooboobooboobo
gbooboobooooobooboobooboobo
goooboooo

SUBSTANTIAL SHAREHOLDERS

At 31 December 2011, 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

goon

oboooo0o0o0ooboobOo33e00000o
gboooboooboooooboooobobobo
gooobmooooboooooboobooO
gboooboooboooooboooobobobo

Company of relevant interests or short position in the issued [DO0O0000O
share capital of the Company.
Approximate
percentage
Interest in of the issued
underlying Number of share capital
Shares pursuant issued  of the Company
to the Warrants Shares held ooon
Name of shareholder Nature of interest oooooo oooo0 oooo0o
oooao gooo gooooo oooao oooooo
Hallgain Management Limited Beneficial owner 25,969,292 (L) 275,143,329 (L) 3219 (L)
(“Hallgain”) (Note)D O O O goooo
Capital Research and Investment manager - 85,351,244 (L) 9.99 (L)
Management Company oooo
FMR LLC Investment manager 4,175,000 (L) 50,682,000 (L) 5.93(L)
gooo
Value Partners Limited Investment manager 10,050 (L) 58,357,958 (L) 6.83 (L)
gooo
J.P. Morgan Chase & Co Investment manager 1,751,791 (L) 43,179,572 (L) 5.05 (L)
good 300,000 (S) 0.04 (S)
36,291,672 (P) 4.25 (P)
(L) The letter “L” denotes a long position. L) oLmoooo
S) The letter “S” denotes a short position. S osmoooo
(P) The letter “P” denotes interests in a lending pool. P) OPMOOOODOODOO
Note: At 31 December 2011: (i) no shareholder of Hallgain was entitled to 000 00000000000000(@W)00HalgainDO00

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) Messrs. Cheung Kwok Wing and Chan

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

DOHalganD DO0O0OODOO0OO00000O000O0O00OOO0
00000000HalganO OOOOOOOOOOO
OobOo0oOo0Oo@moooooooooooooono

HallgainOD O O O
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SUBSTANTIAL SHAREHOLDERS (continued)

Other than as disclosed above, the Company had not been
notified of any other relevant interests or short positions which fall
to be disclosed to the Company under section 336 of the SFO in
the issued share capital of the Company at 31 December 2011.

CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied with
the code provisions of the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of Listing
Rules throughout the year ended 31 December 2011, save
for the deviation that the non-executive and independent non-
executive Directors are not appointed for specific terms pursuant
to paragraph A.4.1 of the Code. Notwithstanding the aforesaid
deviation, all the Directors (including the non-executive Directors
and the independent non-executive Directors) are subject to
retirement by rotation and re-election at the Company’s annual
general meeting in compliance with the Company’s Articles of
Association. As such, the Company considers that sufficient
measures have been taken to ensure that the Company’s
corporate governance practices are no less exacting than those
in the Code.

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 the Listing
Rules (the “Model Code”). Following a specific enquiry, each
Director has confirmed that he or she has complied with the
required standard set out in the Model Code and the code of
conduct regarding securities transactions by Directors adopted
by the Company throughout the year ended 31 December 2011.

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

In 2011, 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)

Purchase Framework Agreement

On 1 April 2011, the Company and Hallgain entered
into a purchase framework agreement (the “Purchase
Framework Agreement”) pursuant to which the Group
agreed to purchase certain materials for the production of
PCBs such as copper balls and drill bits from Hallgain and
its subsidiaries (the “Hallgain Group”) from 1 April 2011
to 31 December 2013. Under the Purchase Framework
Agreement, the amount of materials to be purchased is
not fixed but is to be determined and agreed between the
parties from time to time. The actual quantity, specification
and price (with reference to the prevailing market price) of
the materials under the Purchase Framework Agreement
will be subject to the individual orders placed by the
Group with the Hallgain Group.

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

The annual cap and the actual transaction amount of
the transactions contemplated under the Purchase
Framework Agreement for the year ended 31 December
2011 are set out in the table below. Details of the
Purchase Framework Agreement was disclosed in the
circular of the Company dated 26 April 2011.
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CONNECTED TRANSACTIONS (continued)

(b)

36

Former KLHL Supply Framework Agreement
and KLHL Supply Framework Agreement

On 22 December 2009, KLHL and Hallgain entered into a
supply framework agreement (the “Former KLHL Supply
Framework Agreement”) pursuant to which KLHL and
its subsidiaries (the “KLHL Group”) agreed to supply
copper to the Hallgain Group from 1 January 2010 to 31
December 2012. On 1 April 2011, KLHL and Hallgain
entered into a supply framework agreement (the “KLHL
Supply Framework Agreement”) pursuant to which the
KLHL Group agreed to supply copper and laminates to
the Hallgain Group from 1 April 2011 to 31 December

Annual Report 2011 Kingboard Chemical Holdings Limited
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CONNECTED TRANSACTIONS (continued)

(c)

(d)

KLHL Purchase Framework Agreement

On 1 April 2011, KLHL and Hallgain entered into a
purchase framework agreement (the “KLHL Purchase
Framework Agreement”) pursuant to which the KLHL
Group agreed to purchase materials for production of
laminates such as drill bits and machineries from the
Hallgain Group from 1 April 2011 to 31 December 2013.
Under the KLHL Purchase Framework Agreement,
the amount to be purchased is not fixed but is to be
determined and agreed between the parties from time
to time. The actual quantity, specification and price (with
reference to the prevailing market price) under the KLHL
Purchase Framework Agreement will be subject to the
individual orders placed by the KLHL Group with the
Hallgain Group.

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

The annual cap and the actual transaction amount of the
transactions contemplated under the KLHL Purchase
Framework Agreement for the year ended 31 December
2011 are set out in the table below. Details of the KLHL
Purchase Framework Agreement was disclosed in the
circular of the Company dated 26 April 2011.

KBC Copper Ball Agreement and KBC Drill Bits
Agreement

On 22 December 2009, the Company and Hallgain
entered into a copper ball purchase framework agreement
(the “KBC Copper Ball Agreement”) pursuant to which the
Group agreed to purchase copper balls for the production
of PCBs from the Hallgain Group from 1 January 2010 to
31 December 2012. On 1 May 2010, the Company and
Hallgain entered into a drill bits agreement (the “KBC Dirill
Bits Agreement”) pursuant to which the Group agreed to
purchase drill bits from the Hallgain Group from 1 May
2010 to 31 December 2012. Under the KBC Copper Ball
Agreement and the KBC Drill Bits Agreement, the amount
to be purchased is not fixed but is to be determined and
agreed between the parties from time to time. The actual
quantity, specification and price under the KBC Copper
Ball Agreement and the KBC Dirill Bits Agreement will be
subject to the individual orders placed by the Group with
the Hallgain Group.
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CONNECTED TRANSACTIONS (continued)

(d)

(e)

38

KBC Copper Ball Agreement and KBC Drill Bits
Agreement (continued)

The transaction contemplated under the KBC Copper Ball
Agreement and the KBC Drill Bits Agreement constituted
continuing connected transaction for the Company on
the basis that Hallgain is a substantial shareholder of
the Company and hence a connected person under the
Listing Rules.

The annual cap and the actual transaction amount of
the transactions contemplated under the KBC Copper
Ball Agreement and the KBC Dirill Bits Agreement for the
year ended 31 December 2011 are set out in the table
below. The Details of the KBC Copper Ball Agreement
and the KBC Drill Bits Agreement were disclosed in the
announcement and circular of the Company dated 22
December 2009 and 27 May 2010, respectively.

The KBC Copper Ball Agreement and the KBC Drill Bits
Agreement were superseded by the Purchase Framework
Agreement with effect from 1 April 2011.

KLHL Machinery Agreement and KLHL Drill
Bits Agreement

On 22 December 2009, KLHL and Hallgain entered into
a purchase framework agreement (the “KLHL Machinery
Agreement”) pursuant to which the KLHL Group agreed
to purchase machineries from the Hallgain Group from 1
January 2010 to 31 December 2012. On 1 May 2010, the
KLHL and Hallgain entered into a drill bits agreement (the
“KLHL Drill Bits Agreement”) pursuant to which the KLHL
Group agreed to purchase drill bits from the Hallgain
Group from 1 May 2010 to 31 December 2012. Under
the KLHL Machinery Agreement and KLHL Drill Bits
Agreement, the amount to be purchased is not fixed but
is to be determined and agreed between the parties from
time to time. The actual quantity, specification and price
under the KLHL Machinery Agreement and the KLHL Dirill
Bits Agreement will be subject to the individual orders
placed by the KLHL Group with the Hallgain Group.
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CONNECTED TRANSACTIONS (continued)

(e)

U]

KLHL Machinery Agreement and KLHL Drill
Bits Agreement (continued)

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

The annual cap and the actual transaction amount of the
transactions contemplated under the KLHL Machinery
Agreement and the KLHL Dirill Bits Agreement for the year
ended 31 December 2011 are set out in the table below.
The details of the KBL Machinery Agreement and the KBL
Drill Bits Agreement were disclosed in the announcement
and circular of the Company dated 22 December 2009
and 27 May 2010, respectively.

The KLHL Machinery Agreement and KLHL Drill
Bits Agreement were superseded by the KLHL
Purchase Framework Agreement with effect from
1 April 2011.

Shirai Supply Agreement

On 22 December 2009, Techwise Circuits Company
Limited (“Techwise”) and Shirai Electronics Industrial Co.,
Limited (“Shirai”) entered into a supply agreement (the
“Shirai Supply Agreement”) pursuant to which Techwise
and its subsidiaries (the “Techwise Group”) agreed to
supply PCBs to Shirai and its subsidiaries (the “Shirai
Group”) from 1 January 2010 to 31 December 2012.
Under the Shirai Supply Agreement, the amount of
printed circuit boards to be supplied is not fixed but is to
be determined and agreed between the parties from time
to time.

The transactions contemplated under the Shirai Supply
Agreement constituted continuing connected transactions
for the Company pursuant to Chapter 14A of the Listing
Rules on the basis that Techwise is a 90% owned
subsidiary of the Company, and Shirai is a company
which holds 30% of the entire issued share capital of
Techwise Shirai Circuit Limited, a 70% owned subsidiary
of Techwise. Shirai is therefore a substantial shareholder
of a subsidiary of the Company and hence a connected
person under the Listing Rules.
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CONNECTED TRANSACTIONS (continued)

U]

(9)

40

Shirai Supply Agreement (continued)

The annual cap and the actual transaction amount of
the transactions contemplated under the Shirai Supply
Agreement for the year ended 31 December 2011 are
set out in the table below. Details of the Shirai Supply
Agreement were disclosed in the announcement of the
Company dated 22 December 2009.

Shirai Purchase Agreement

On 22 December 2009, Techwise and Shirai entered
into a purchase agreement (the “Shirai Purchase
Agreement”) pursuant to which the Techwise Group
agreed to purchase laminates from the Shirai Group and
to subcontract the services of the Shirai Group (i.e. the
provision of drilling services by the Shirai Group to the
Techwise Group) for the production of printed circuit
boards from 1 January 2012 to 31 December 2012.
Under the Shirai Purchase Agreement, the amount
of laminates to be purchased and the services to be
subcontracted are not fixed but are to be determined and
agreed between the parties from time to time.

The transactions contemplated under the Shirai Purchase
Agreement constituted continuing connected transactions
for the Company pursuant to Chapter 14A of the Listing
Rules on the basis that Techwise is a 90% owned
subsidiary of the Company, and Shirai is a company
which holds 30% of the entire issued share capital of
Techwise Shirai Circuit Limited, a 70% owned subsidiary
of Techwise. Shirai is therefore a substantial shareholder
of a subsidiary of the Company and hence a connected
person under the Listing Rules.

The annual cap and the actual transaction amount of the
transactions contemplated under the Shirai Purchase
Agreement for the year ended 31 December 2011 are
set out in the table below. Details of the Shirai Purchase
Agreement were disclosed in the announcement of the
Company dated 22 December 2009.
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CONNECTED TRANSACTIONS (continued) U00ooo
Amounts Annual caps
ood oooo
HK$’000 HK$’000
ooo ooo
Purchase of copper balls and drill bits from O00000OHallganD O OO
the Hallgain Group by the Group under ooooo
(i) the KBC Copper Ball Agreement; () DoooOoOoooo 73,731 75,625*%
(i) the KBC Drill Bits Agreement; and () Ooooo0O000o0 25,241 29,040*
(i) the Purchase Framework Agreement (i) Dooooo 352,709 388,000
Sales of coppers and laminates to the Hallgain 00 000 00O O O O HallgainD O
Group by the KLHL Group under oooooood
() the Former KLHL Supply Framework () Doooooooooooo
Agreement; and O 49,001 49,500~
(i) the KLHL Supply Framework Agreement () JOooOOoOooOoooo 789,255 901,000
Purchase of drill bits and machineries from 0000000000 HalganO O
the Hallgain Group by the KLHL Group ooooooo
under
(i) the KLHL Drill Bits Agreement; () Dooooooooog 5,338 7,023*
(i) the KLHL Machinery Agreement; and () JoooOOoOooOoooo 2,008 2,100*
(i) the KLHL Purchase Framework (i) DOoooOOoOooOoooo
Agreement 163,446 168,000
Sales of printed circuits boards to OooOoOoOgshirmOOOO
the Shirai Group by the Techwise Group OsShraDOOOOOOOO
under the Shirai Supply Agreement 103,915 411,840
Purchase of laminates from the Shirai Group OO0 0000 Shiraill 000
by the Techwise Group under OsShraDOOOOOOO
the Shirai Purchase Agreement - 110,880
Drilling services provided by the Shirai Group  Shiraild O O O Shiraild O O O
to the Techwise Group under ooooooooooo
the Shirai Purchase Agreement - 3,960
* Based on the three months from 1 January 2011 to 31 March 2011. * oooooooooooooooooooooono
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CONNECTED TRANSACTIONS (continued)

The amounts of the above transactions did not exceed the
corresponding annual caps for the financial year ended 31
December 2011 as announced by the Group.

Pursuant to Rule 14A.38 of the Listing Rules, the Directors
have engaged the auditor of the Company to perform certain
procedures in respect of the continuing connected transactions
of the Group. The auditor of the Company has reported its
conclusions on these procedures to the board of Directors.
The independent non-executive Directors have reviewed the
continuing connected transactions and the report of the auditor
and have confirmed that the aforesaid continuing connected
transactions have been entered into by the Group in the ordinary
course of its business, on normal commercial terms, and in
accordance with the terms of the agreements governing such
transactions that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

Other than as disclosed above, the Company has also provided
guarantees to financial institutions to secure general credit
facilities for a non wholly-owned subsidiary, namely Techwise, in
the amounts of approximately HK$50 million during the year.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the Directors are decided by the
Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

The Company has adopted a share option scheme as an
incentive to Directors and eligible employees. Details of the
scheme is set out in note 37 to the consolidated financial
statements.
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PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the
Company’s Articles of Association although there are no
restrictions against such rights under company laws in the
Cayman Islands.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2011.

DONATIONS
During the year, the Group made charitable and other donations
amounting to HK$3,558,000.

EVENTS AFTER THE REPORTING PERIOD

Details of significant events occurring after the reporting period
are set out in note 47 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales or purchases attributable
to the Group’s five largest customers combined or suppliers
combined were less than 30% of the Group’s sales or purchases
respectively.

AUDITOR

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

On behalf of the Board
Cheung Kwok Wing
CHAIRMAN

29 March 2012
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The Board of Kingboard Chemical Holdings Limited (the
“Company”, together with its subsidiaries, the “Group”)
recognises the importance of corporate governance practice
of a listed company. It is in the interest of the stakeholders and
shareholders for a listed company to operate in a transparent
manner with the adoptions of various self-regulatory policies,
procedures and monitoring mechanisms and a clear definition of
accountability of directors and management.

During the year under review, the Board has complied with the
provisions of the Code on Corporate Governance Practices (the
“Code”) as contained in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) except with a deviation from
paragraph A.4.1 of the Code. Under paragraph A.4.1 of the
Code, non-executive directors should be appointed for a specific
term, subject to re-election. During the year under review, the
non-executive director and independent non-executive directors
of the Company were not appointed for specific terms but are
subject to retirement by rotation and are eligible for re-election.

44 Annual Report 2011 Kingboard Chemical Holdings Limited
gooooono booooda



Corporate Governance Report O 0 O O O O

The Board will keep reviewing the structure of the Board from
time to time. If a candidate with suitable knowledge, skills and
experience is identified, the Company will make appointment to
fill the position of Managing Director as appropriate.

In addition to the Code, which is mandatory in nature, the
Board also observes certain recommended best practices
(“Recommended Best Practices”) contained in Appendix 14 to
the Listing Rules and has adopted certain Recommended Best
Practices which are suitable to the Company’s current situation.
The Board will continuously enhance the corporate governance
standard of the Company by reference to the Recommended
Best Practices whenever suitable and appropriate.

The Company has adopted a code of conduct regarding
directors’ securities transactions on terms no less exacting than
the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules (the “Model
Code”). Following a specific enquiry, each Director has confirmed
that he or she has complied with the required standard set out
in the Model Code and the code of conduct regarding Directors’
securities transactions adopted by the Company.
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46

DIRECTORS

The Board

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

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