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04 KINGBOARD HOLDINGS LIMITED

FINANCIAL HIGHLIGHTS
oo

FY 2019
oooono

gooo
HK$'millionO O OO

FY 2018

ooooao

ogood
HK$'milion 0 0O 0O O

Revenue goo 41,160.9 45,994.4 -11%
EBITDA* gooooooog
8,245.9 10,212.2 -19%
gpoooooox
Profit before tax* goooo* 5,565.0 7,621.3 -27%
Net profit attributable toowners DO 00000000
of the Company
— Underlying net profit* gpoooorx 3,415.8 4,603.1 -26%
— Reported net profit ooooo 3,094.4 6,075.8 -49%
Basic earnings per share gooooo
— Based on underlying net profit* gooooooor HK$3.146 HK$4.313 -27%
— Based on reported net profit gooooooo HK$2.850 HK$5.692 -50%
Interim dividend per share gooooo HK28 cents HK60 cents -53%
Special interim dividend pershare OO0 000000 - HK50 cents N/A
Proposed final dividend per share O OO0 00000 HK60 cents HK70 cents -14%
Proposed special final dividend oo0ooooooog
P P HK50 cents - N/A
per share
Net asset value per share gooooo HK$45.4 HK$43.7 +4%
Net gearing ooooo 31% 37%
* Excluding: * oooo
1) Gain on fair value changes of investment properties with gross amount (1) ooooooooooooooao
of HK$6.3 million, net amount of HK$1.1 million after sharing by non- ooooooooooooooao
controlling shareholders and deferred tax (2018: gross amount of ooooooooobooooooao
HK$174.9 million, net amount of HK$138.0 million after sharing by non- ooooooOmoooooooo
controlling shareholders and deferred tax). oooooooooooooooo
gooooo0oooooooooo
gooooooood
) Share-based payment of HK$229.2 million, net amount of HK$199.8 million 2) oboobooOooooOooooooo
after sharing by non-controlling shareholders and deferred tax (2018: Nil). ooooooooooooooooo
gooooooooooooooo
ooooooooomm
) Gain on disposal of a subsidiary of HK$2,089.8 million in 2018 (2019: Nil). 3) gooooooooooooooo
goooooooooooomoo
gooooom
(4) Written off of property, plant and equipment with gross amount of (4) oooooooooooboooao

ooooooooooooao
oooooooooooooao
ooobooooo0oomoooano
0ooooooooooooooo
oooOo0oooOoOoO0oooooao
ooooooooooom

HK$219.1 million, net amount of HK$122.7 million after sharing by non-
controlling shareholders (2018: gross amount of HK$764.1 million, net
amount of HK$755.1 million after sharing by non-controlling shareholders).
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CHAIRMAN’S STATEMENT
oo

BUSINESS REVIEW

On behalf of the board (“Board”) of directors (“Directors”) of Kingboard
Holdings Limited, | am delighted to report a healthy performance for the
Company and its subsidiaries (the “Group”) for the financial year ended 31
December 2019. The year 2019 has seen the electronics sector reviving
from a year-beginning low to stronger demand towards the latter part of
the year. During the first half of the year, US-China trade disputes and a
slowdown in domestic consumption growth in China have impacted the
industry leading to comparatively weaker demand. Stepping into the second
half, the industry rebounded significantly, helped by expedited investments
in 5G telecommunications equipment, as well as consumption growth for
automobile and home appliances. The laminates division leveraged the
opportunity afforded by the market revival to maintain its global leading
position through an active sales strategy. The printed circuit boards (“PCB”)
division has taken steps to enhance its product mix to meet the requirements
of niche value-added markets, thereby raising the yield of this business
stream. However, both the chemicals and property divisions reported
declines in segment results owing respectively to a lower average selling price
for chemical products and a drop in the booking of sales of residential units.

Compared to 2018, revenue of the Group decreased 11% to HK$41,160.9
million in 2019, posting an underlying net profit (excluding non-recurring
items) of HK$3,415.8 million, down by 26%. The Group maintained a robust
financial position, and the Board has therefore proposed a final dividend of
HK60 cents per share with a special final dividend of HK50 cents per share,
subject to approval by the Shareholders of the Company.

Turnover Breakdown by Products [0 0 (0 0 O
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CHAIRMAN’S STATEMENT
ERERERN

PERFORMANCE

Leveraging on the laminates division’s strategic execution capability, the
Group has secured the top position in the global ranking of laminates
producers for many consecutive years. The laminates division utilised a
competitive pricing strategy to increase penetration into existing clientele and
to develop new customers during the first half of the year, amid subdued
demand for electronics products. As demand began to be unleashed during
the second half, the division was able to significantly increase shipments
on the back of its supply chain advantage. However, as product prices did
not start to pick up until nearly the end of the year, the average selling price
achieved was lower than that of 2018, resulting in a 5% decline in segment
turnover (including inter-segment sales) to HK$16,351.5 million. Earnings
before interest, tax, depreciation and amortisation (“EBITDA”) fell 21% to
HK$2,790.4 million.

The proliferation of 5G telecommunications has brought about strong demand
for network equipment. The PCB division has grasped the opportunity to
enhance its product portfolio. With extensive production experience in high-
density interconnect (“HDI”) PCB, the segment has successfully increased the
proportion of high value-adding products for telecommunication applications.
At the same time, the PCB division has deepened its collaboration with
leading downstream automobile and consumer electronic plants. These
efforts have helped drive the Group’s foray into high-end, high value-adding
market segments, thereby expanding the segment’s profitability. During this
transition of product portfolio enhancement, the PCB segment recorded a 1%
decrease in segment turnover to HK$9,623.2 million, while EBITDA expanded
4% to HK$1,096.0 million.

In the chemicals division, the average selling price of the key products
declined compared with 2018 as the growth of domestic investments
in mainland China slowed down. Despite the commissioning of a new
project contributing an additional monthly capacity of 5,000 tonnes of
epichlorohydrin, this capacity growth could not fully offset the impact of
the sliding selling prices. Segment turnover (including inter-segment sales)
dropped 17% to HK$13,427.8 million, with EBITDA also down by 36% to
HK$1,364.0 million.
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CHAIRMAN’S STATEMENT
goon

PERFORMANCE (continued)

During the year, the property division recorded a 30% decrease in segment
turnover to HK$3,293.0 million, with EBITDA down by 10% to HK$1,947.7
million. The decline mainly reflected the impact of mainland China’s housing
control measures, which led to a drop in the booking of unit sales. Residential
sales turnover decreased 41% to HK$2,137.7 million, whereas rental income
grew steadily by 9% to HK$1,155.3 million upon expiry of rent-free periods
and as occupancy rates improved.

LIQUIDITY AND CAPITAL RESOURCES

The Group’s financial and liquidity position continued to be robust. As at
31 December 2019, net current assets and current ratio of the Group were
approximately HK$22,757.5 million (31 December 2018: HK$25,502.1 million)
and 2.04 (31 December 2018: 2.36) respectively.

The net working capital cycle increased from 42 days as at 31 December
2018 to 54 days as at 31 December 2019 on the following key metrics:

- Inventories, in terms of stock turnover days, was 34 days (31
December 2018: 30 days).

- Trade receivables, in terms of debtors turnover days, was 60 days (31
December 2018: 50 days).

- Trade and bills payable (excluding bills payable for acquisition of

properties, plant and equipment), in terms of creditors turnover days,
was 40 days (31 December 2018: 38 days).
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CHAIRMAN’S STATEMENT
ERERERN

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) was approximately 31% (31 December
2018: 37%), while the proportion of bank borrowings between short term
and long term stood at 32%:68% (31 December 2018: 26%:74%). During
the year, the Group invested approximately HK$2.5 billion and HK$3.4 billion
in acquiring new production capacity and property construction expenses
respectively. Backed by a highly experienced professional management
team, the Group is confident that these investments will deliver stable and
satisfactory returns to Shareholders over the long term.

The Group continued to adopt a prudent financial management policy. It did
not enter into any material derivative financial instruments during the year. The
Group had not entered into any arrangements to hedge its foreign currency
risk and the Group did not have any 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 2019, the Group employed a global workforce
of approximately 39,000 (31 December 2018: 41,900) to cope with
business development requirements. In addition to offering competitive
salary packages, the Group grants eligible employees share options and
discretionary bonuses based on the Group’s overall financial achievements
and individual employee performance. The Group’s continued success relies
on a solid human resources strategy. The establishment of the Kingboard
Institute of Management helps nurture middle and senior managers over the
years. In addition, the Group recruits fresh graduates from mainland China,
Hong Kong and Taiwan every year for focused training and development. The
Group will continue to carry out training for all types of talents, who will give
the Group new impetus to its long-term development.
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CHAIRMAN’S STATEMENT
goon

CONTINGENT LIABILITIES

(@) The Group provided guarantees amounting to approximately
HK$708,163,000 (2018: HK$527,397,000) as at 31 December 2019 to
facilitate mortgage bank loans applications of purchasers of the properties
that were developed by the Group.

The guarantees are given to banks with respect to loans procured by the
purchasers of properties that were developed by the Group. Such guarantees
will be released by banks upon delivery of the properties to the purchasers
and completion of registration of the relevant mortgage properties. In the
opinion of the Directors, the fair values of these financial guarantee contracts
of the Group are insignificant at initial recognition and the Directors consider
that the possibility of default of the parties involved is remote. Accordingly, no
value has been recognised at the inception of the guarantee contracts and at
the end of the reporting period as at 31 December 2019 and 31 December
2018.

(b) On 3 August 2011, Annuity & Re Life Ltd (the “Petitioner”), the non-
controlling shareholder of Kingboard Copper Foil Holdings Limited
(“KBCF”), presented a petition in the Supreme Court of Bermuda
(the “Petition”) in respect of KBCF against its controlling shareholders
based on a complaint that the affairs of KBCF had been and/or
were being conducted in a manner which was oppressive or unfairly
prejudicial to the Petitioner.

The controlling shareholders of KBCF were eventually successful in
defending the case following a favourable judgment by the Bermuda
Court of Appeal dated 24 March 2017. Subsequently, the Petitioner
filed an appeal with the Privy Council. Such appeal was withdrawn
by the Petitioner following a settlement agreement reached by the
Petitioner and the respondents in the Petition.

During the year ended 31 December 2019, the controlling
shareholders of KBCF had purchased all of the remaining issued and
outstanding ordinary shares in the capital of KBCF and KBCF has
become a wholly-owned subsidiary of KLHL.

On 1 November 2018, the Petitioner commenced an action in the
Supreme Court of Bermuda under Civil Jurisdiction 2018: N0.359
against the respondents in the Petition based on purported breach
of the Settlement Agreement (the “Settlement Action”). Based on
the advice of the Company’s Bermuda Counsel to date, the board is
of the opinion that the Settlement Action appears to be intrinsically
defective and that the Company should have a more than reasonable
chance to succeed. Accordingly, no provision for liability has been
made.
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PROSPECTS

As the Sino-US trade negotiations are locked in a see-saw situation, the
global economy is fraught with risks on the macro level. The sudden outbreak
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CHAIRMAN’S STATEMENT
goon

PROSPECTS (continued)

The chemicals division is committed to improving resources utilisation and
strengthening environmental protection. Growth will be driven by the new
caustic soda and epichlorohydrin production lines of the halogens chemical
plant in Hengyang, Hunan Province, which will contribute full-year capacity in
2020. As China’s economy continues to demonstrate resilience, the Group
looks forward to a rebound in chemicals demand as infrastructure and other
investments are expected to resume after the pandemic subsides.

Regarding the property business, the Kau To project in Shatin, Hong Kong
is planned for completion and delivery within the first half of this year, with
booking of sales revenue expected. Meanwhile, the commercial property
connected to the High Speed Rail Station in Kunshan, Jiangsu Province, is
close to completion, with leasing commitments received from some core
tenants. This project will provide impetus for the segment’s rental income
growth.

The Group has readied itself to cope with market fluctuations. With an industry-
leading position, cost advantage derived from a vertically integrated supply
chain, and the management team’s high efficiency and operational maturity,
the Group is dedicated to securing existing sales channels and opening up
new avenues. With a focus on cash flow management, the Group also seeks
to lower its gearing ratio and build a robust balance sheet, in a bid to achieve
substantial growth.

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 in the past financial year.

Cheung Kwok Wing
Chairman
Hong Kong, 23 March 2020
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Jouooobooouon

EXECUTIVE DIRECTORS

Mr. CHEUNG Kwok Wing, aged 64, BBS, is the chairman and a co-founder
of the Group. He was 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”) up to 1 August 2019. Mr. Cheung was the chairman and director
of Kingboard Copper Foil Holdings Limited which is the subsidiary of the
Company (listed on the SGX until delisted on 10 June 2019) 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 for the overall strategic planning of the
Group and sets the general direction and goals for the Group. Mr. Cheung
won the Young Industrialist Award of Hong Kong 1993, which was organized
by the Federation of Hong Kong Industries and was described as “far-sighted,
enterprising, and having insight in the business”. Mr. Cheung was the winner
of the DHL/SCMP Hong Kong Business Award, accredited with the Owner-
Operator Award in 2006. In 2011, Mr. Cheung was awarded the Honorary
University Fellowships of The University of Hong Kong. In 2013, Mr. Cheung
was appointed as a member of the National Committee of the Chinese
People’s Political Consultative Conference of The People’s Republic of China.
In 2017, Mr. Cheung was awarded the Bronze Bauhinia Star in Hong Kong
Special Administrative Region.

Mr. CHANG Wing Yiu, aged 53, is the managing director of the Group. He
is the brother-in-law of Mr. Cheung Kwok Wing and Ms. Cheung Wai Lin,
Stephanie and the uncle-in-law of Mr. Cheung Ka Shing. He joined the Group
in 1989 and has over 30 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 phenol/
acetone plant in Yangzhou, Jiangsu province and in Huizhou, Guangdong
province. He was re-designated from a non-executive director to an executive
director of EEIC with effect from 1 August 2014.

Mr. CHEUNG Kwong Kwan, aged 55, is the cousin of Mr. Cheung Kwok
Wing and Ms. Cheung Wai Lin, Stephanie and the uncle of Mr. Cheung Ka
Shing. He joined the Group in 1988 and has been working in the PCB industry
since 1984 with particularly extensive experience in marketing components
and materials required for PCB production. Mr. Cheung is responsible for
the Group’s chemical business operations and property developments in
southern China.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
goooboobboodd

EXECUTIVE DIRECTORS (continued)

Mr. HO Yin Sang, aged 65, 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 49, 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
was redesignated from the vice chairperson to the chairperson of EEIC with
effect from 1 August 2019. She is responsible for the strategic planning of
EEIC. Prior to joining the Group, she worked as an administration assistant
manager in a listed company for about 5 years.

Mr. CHEUNG Ka Shing, aged 32, was appointed as an executive Director
with effect from 1 August 2014. He joined the Group in 2009 and is
responsible for the property development business of the Group in eastern
China. Mr. Cheung obtained his Bachelor of Science degree in the study of
Management with International Business at the University of London in 2009.
Mr. Cheung is the son of Mr. Cheung Kwok Wing, the nephew of Ms. Cheung
Wai Lin, Stephanie and Mr. Cheung Kwong Kwan and nephew-in-law of Mr.
Chang Wing Yiu and Mr. Ho Yin Sang.

Mr. CHEN Maosheng, aged 56, was appointed as an executive Director
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.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. CHEUNG Ming Man, aged 63, was appointed as an independent non
executive director of the Company with effect from 1 November 2015. Mr.
Cheung has extensive experience in the performance and cultural sector. Mr.
Cheung has participated in a number of community associations, including
the Hong Kong Chinese Importers’ & Exporters’ Association (Vice Honorary
Secretary); The Hong Kong Special Administrative Region Election Committee
(First, Second and Third Election Committee Member); Deputy of the National
People’s Congress of PRC Election Committee (Ninth, Tenth and Eleventh
Election Committee Member) and was awarded the Bronze Bauhinia Star in
2010. Mr. Cheung was elected as the Hong Kong deputy to the 12th National
People’s Congress in December 2012. Mr. Cheung was an independent
non-executive director of Mei Ah Entertainment Group Limited (stock code:
00391), a company listed on the Stock Exchange of Hong Kong Limited.

Dr. CHONG Kin Ki, aged 64, was appointed as independent non-executive
Director in 1 July 2016. He obtained a Bachelor of Medicine and Bachelor of
Surgery from the University of Hong Kong in 1980. He became a Fellow of the
Royal College of Surgeons of Edinburgh in 1984, a Foundation Fellow of the
Hong Kong Academy of Medicine in 1993, a Foundation Fellow of the Hong
Kong College of Surgeons in 1993. Dr. Chong has been a private medical
practitioner since 1989 and become a Registered Specialist in General
Surgery since 1993.

Mr. LEUNG Tai Chiu, aged 73, 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).
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INDEPENDENT NON-EXECUTIVE
DlRECTORS (continued)

Mr. CHAN Wing Kee, GBM, GBS, OBE, JP, aged 73, was appointed as
an independent non-executive Director on 1 July, 2017. He received a
Bachelor’s degree in Industrial Engineering in 1970 and he has over 45
years of experience in the textiles and garment manufacturing industry. Mr.
Chan joined Yangtzekiang Garment Limited (stock code: 294), a garment
manufacturer, in 1970 as was appointed as a managing director in 1987
and has been an executive director of which since then. He is an executive
director of YGM Trading Limited (stock code: 375), a marketer and builder
of international apparel brands in Asia. He is a Standing Committee Member
of The 10th, 11th and 12th of The Chinese People’s Political Consultative
Conference; Deputy of the 8th and 9th National People’s Congress of China;
Ex-member of Commission on Strategic Development of Hong Kong Special
Administrative Region; Ex-member of Economic Council of Macau Special
Administrative Region; Ex-member of the Hong Kong Textile Advisory Board;
Committee Member of the Preparatory Committee for Hong Kong Special
Administrative Region and Advisor of Hong Kong Affairs.

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 46, 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 KLHL, a
69.49% 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 2019 in accordance with Rule 3.29 of the
Listing Rules.
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The Directors present their annual report and the audited consolidated
financial statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal
subsidiaries, an associate and joint ventures are set out in Notes 48, 21 and
22 respectively to the consolidated financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2019 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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BUSI N ESS REVI EW (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 and the impact of
COVID-19, 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 to 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 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 on a regular
basis.

So far as the Directors and senior management are aware, for the year
ended 31 December 2019, the Group has obtained the approvals, permits,
consents, licences and registrations required 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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BUSI N ESS REVI EW (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 2019 are set out in
the consolidated statement of profit or loss on page 73.

An interim dividend of HK28 cents per ordinary share amounting to
HK$303,206,000 in aggregate respectively was paid to the Shareholders
during the year. The directors recommend the payment of a final dividend
of HK60 cents and special final dividend of HK50 cents per ordinary share
respectively to the Shareholders on the register of members of the Company
on Tuesday, 2 June 2020, being the record date for determining the
entitlement of Shareholders to the proposed final dividend and special final
dividend, amounting to HK$662,795,000 and HK$552,329,000 respectively,
in aggregate, and the retention of the remaining profit in the Company.

For the final dividend in respect of year ended 31 December 2019 proposed
by the Directors and subject to the approval by the Shareholders in
the forthcoming annual general meeting, please refer to Note 12 to the
consolidated financial statements.
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DIVIDEND POLICY

The Company has a dividend policy, the objective of which is to allow
the Shareholders to participate in the Company’s profits whilst retaining
adequate reserves to sustain the Group’s future growth. The declaration,
form, frequency and amount of dividend paid by the Company must be in
accordance with relevant laws and regulations and subject to the articles of
association of the Company. In deciding whether to declare any dividend,
the Board will take into account a number of factors, including the financial
results, the distributable reserves, the operations and liquidity requirements,
and the current and future development plans of the Company. The Board
will review the dividend policy of the Company as appropriate from time to
time.

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.

INVESTMENTS

As at 31 December 2019, the Group held in aggregate approximately
HK$10,903 million investments in equity and debt instruments, representing
11% of the total asset of the Group as at 31 December 2019, of which
approximately HK$3,020 million and HK$7,883 million respectively were
equity and debt instruments, representing approximately 3% and 8%
respectively of the total assets of the Group as at 31 December 2019. These
equity and debt instruments 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 Group acquired its equity and debt
instruments through on-market purchases. 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.
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|NVESTM ENTS (continued) O Oooo

Breakdown of the Group’s Significant Investments ooo0o0noooooon

The following table sets out the breakdown of significant investments held by O0000o0o0ooooooooooooon
the Group as at 31 December 2019: ooooooooog

Fair value

as at % to the Bond Unrealised

Number of %of Investment 31 December Group’s interestfor  Gain/(loss) gain/

Name of investments bondsheld  bonds held cost 2019 total assets theyear  on disposal (loss)
oooooo

noo
ooooa 0ooo 00000 ©ooooa
0ooo 000 000000 0OoOooo 0ooo 0ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo

Bonds isted on Singapore Exchange Securities Trading 00000000m@ooooooo
Limited ("SGX') by Country Garden Holdings Company 0JooD02007mO000oooo

Limited (HK stock code: 2007) J00Onooooooooon
(i) fixed coupon interest 7.125% per annum and () 0000710000000

maturity date in January 2022 00000000000 130,000 30.6% 1,011,025 1,093,492 11% 81,235 13,890 82,467
(i) fixed coupon interest 8% per annum and maturity fij 000080OCDOOD

date in January 2024 ooooooooooa 66,000 6.6% 512,673 573,955 0.6% 84,397 60,210 61,282

Bond listed on SGX by Guangzhou R&F Properties Co., ooooooooooOomOooooooo

Ltd. (HK stock code: 2777): 000002/mO00o0o0onno
(i) fixed coupon rate of 5.875% per annum and () 000058750000000

maturity date in February 2023 00000000000 200,000 33.3% 1,560,000 1,506,569 1.6% 91,399 - (53,431)
(i) fixed coupon rate of 8.75% per annumand maturty () 00008750000000

date in January 2021 ooooooooooa 95,000 19.0% 739,333 795,864 0.8% 64,833 1,702 56,531
(i) fixed coupon rate of 7% per annum and maturity (i) 000070000000

date in April 2021 00000000000 104,000 17.3% 811,200 826,049 0.9% 62,105 384 16,849
(iv)fixed coupon rate of 8.875% per annum and (M 000088750000000

maturity date in September 2021 00oo0o0oooooo 80,000 40.0% 624,000 672,565 0.7% 63,801 7079 48,565

Bond listed on Stock Exchange by KWG Group Holdings 000000000000
Limited (HK stock code: 1813) 000000000000018130
goooooooo

(i) fixed coupon rate of 6% per annum and maturity () DooOeOOOOCOD

date in January 2022 ooooooooooa 82,000 126% 639,209 662,585 0.7% 38,375 - 23,376
(i) fixed coupon rate of 9.85% per annumand maturty () 0000980000000

date in November 2020 000oo00Cooooo 96,000 17.5% 748,800 791,630 0.8% 75,281 1,938 42,830

6646240 6,924,709 12% 561,432 85,203 278,469

‘ goooooo
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INVESTMENTS (continued)

Save as the investments, as set out in the table above, the Group did not
hold any other significant investments during the year ended 31 December
2019.

All of Country Garden Holdings Company Limited (stock code: 2007) (“CGH”),
Guangzhou R&F Properties Co., Ltd. (stock code: 2777) (“GRFP”) and KWG
Group Holdings Limited (stock code: 1813) (“KWG”) are principally engaged
in the properties sector.

Based on the announcements of CGH dated 20 September 2018 and 2
October 2018: (i) the senior notes (“CGH January 2022 Senior Notes”) were
issued by CGH in September 2018, and due in January 2022. The CGH
January 2022 Senior Notes are listed on the SGX and carry an interest of
7.125% per annum and interests are payable semi-annually. The proceeds
from the CGH January 2022 Senior Notes were intended to be used mainly
for refinancing CGH'’s existing offshore indebtedness; and (i) the senior notes
(“CGH January 2024 Senior Notes”) were issued by CGH in September 2018,
and due in January 2024. The CGH January 2024 Senior Notes are listed
on the SGX and carry an interest of 8% per annum and interests are payable
semi-annually. The proceeds from the CGH January 2024 Senior Notes
were intended to be used mainly for refinancing CGH’s existing offshore
indebtedness.

According to the announcement of annual results for the year ended 31
December 2019 of CGH, as at 31 December 2019, its group’s net gearing
ratio was 46.3%, representing a year on year decrease of 3.3 percentage
points.
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INVESTMENTS (continued)

Based on the announcements of GRFP dated 13 November 2017, 4 January
2019, 18 April 2018 and 19 September 2018: (i) the senior notes (“GRFP
February 2023 Senior Notes”) were issued by GRFP in November 2017,
and due in February 2023. The GRFP February 2023 Senior Notes are listed
on the SGX and carry an interest of 5.875% per annum and interests are
payable semi-annually. The proceeds from the GRFP February 2023 Senior
Notes were intended to be used to refinance debt and for general corporate
purposes of GRFP; (i) the senior notes (“GRFP January 2021 Senior Notes”)
were issued by GRFP in January 2019, and due in January 2021. The GRFP
January 2021 Senior Notes are listed on SGX and carry an interest of 8.75%
per annum and interests are payable semi-annually. The proceeds from
the GRFP January 2021 Senior Notes were mainly for offshore refinancing;
(iii) the senior notes due April 2021 (“GRFP April 2021 Senior Notes”) were
issued by GRFP in April 2018, and due in April 2021. The GRFP April 2021
Senior Notes are listed on the SGX and carry an interest of 7% per annum
and interests are payable semi-annually. The proceeds from the GRFP April
2021 Senior Notes were intended to refinance debt and for general corporate
purposes; and (iv) the senior notes due September 2021 (“GRFP September
2021 Senior Notes”) were issued by GRFP in September 2018, and due in
September 2021. The GRFP September 2021 Senior Notes are listed on the
SGX and carry an interest of 8.875% per annum and interests are payable
semi-annually. The net proceeds from the GRFP September 2021 Senior
Notes were mainly for offshore refinancing.

According to the announcement of annual result for the year ended 31
December 2019 of GRFP, the net debt to total equity ratio of GRFP increased
to 199% at 31 December 2019 from 184% at 31 December 2018.

Based on the announcement of KWG dated 16 March 2017 and 15
November 2018: (i) the senior notes (“KWG January 2022 Senior Notes”) were
issued by KWG in March 2017, and due in January 2022. The KWG January
2022 Senior Notes are listed on Stock Exchange and carry an interest of 6%
per annum and interests are payable semi-annually. The proceeds from the
KWG January 2022 Senior Notes were intended to be used for refinancing
certain of KWG’s existing indebtedness and for its general working capital
purposes; and (i) the senior notes (“KWG November 2020 Senior Notes”)
were issued by KWG in November 2018, and due in November 2020. The
KWG November 2020 Senior Notes are listed on the Stock Exchange and
carry an interest of 9.85% per annum and interests are payable semi-annually.
The proceeds from the KWG November 2020 Senior Notes were intended to
be used for refinancing certain of KWG’s offshore debt.
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|NVESTM ENTS (continued) O Oooo

According to the announcement of annual result for the year ended 31 gopopoooooooboOooobooboog
December 2019 of KWG, as at 31 December 2019, its group’s net gearing Oo0o0o0o0ooooooooooooooo
ratio increased from approximately 66% that as at 31 December 2018 to goooooooooooooooboog
approximately 75%. 0000000000 D066%000075%0

For further information of the business and financial performance of the Oo0o0oo0ooooooooooooooo
above companies, please refer to the report and announcements referred goopooooooobooobooboog
in the above paragraphs. Please also refer to the respective publications of goopooooooobooobooboog
the above companies from time to time for updates on their prospects and Oo0o0oo0ooooooooooooooo
o00ooo0ooooooooooooooo
0o0oooOooooOoUooooooooooo

ooooboooboboobogon

gooboooboooobobooobooobobo
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gooboooboooobobooobooobobo
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TAX RELIEF Oogd

The Company is not aware of any relief from taxation available to goo00o0oDOO0o0oOoDbO0oO0oODbOoOoDbOoOg
Shareholders by reason of their holding of Company’s shares. gpoooooo

PURCHASE, SALE OR REDEMPTION OF [0OOO0OOOOOOOO
SHARES

During the year, the Company purchased 1,824,500 Shares on the Stock oobobobobooobooboobooooo
Exchange for an aggregate consideration of HK$39,089,145 before expenses oobobobooooooooobobooon
pursuant to the share buy-back mandate approved by our shareholders at OobooO0ooO0oo0onDooa39,089,1450 0
the annual general meeting held on May 27, 2019. The bought-back Shares nboboomoLs4s5000 00000000
were subsequently cancelled. The purchase was effected by the Board for oobobobobooobooboobooooo
the enhancement of shareholder value in the long term. Details of the shares ooooooooooboooon

purchases are as follows:

Purchase consideration

per share
gooooo
Highest Lowest No. of shares Aggregate
price paid price paid purchased consideration
Date of for purchase oo oo 00 od
good goo ooo gooo ooo
HK$ HK$ HK$
oo oo oo
September 25, 2019 20.00 19.90 196,000 3,917,420
O00o0O0oOooooo
September 26, 2019 20.80 20.80 50,000 1,040,000
O00o0O0oOooooo
September 27, 2019 20.80 20.75 30,000 623,900
O00o0O0oOooooo
October 14, 2019 21.00 20.85 200,000 4,193,700
oooooooooo
October 15, 2019 20.85 20.55 500,000 10,365,200
oooooooooo
October 16, 2019 20.70 20.55 200,000 4,126,750
oooooooooo
October 17, 2019 20.85 20.85 48,500 1,011,225
oooooooooo
December 20, 2019 23.00 22.95 366,000 8,406,000
O00o0O0oOooooo
December 23, 2019 23.10 23.05 234,000 5,404,950

oobooOoooooooa

Total 1,824,500 39,089,145

od
‘ goooooo
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PURCHASE, SALE OR REDEMPTION OF
SHARES (continued)

During the year, the Group has, by way of a voluntary unconditional cash
offer via Excel First Investments Limited, an indirect wholly-owned subsidiary
of the Company, purchased 75,838,928 ordinary shares of Kingboard
Copper Foil Holdings Limited with an aggregate sum of HK$259,824,000.
Kingboard Copper Foil Holdings Limited was listed on the Main Board of
Singapore Exchange Securities Trading Limited (“SGX-ST”) and the purchase
of the relevant shares was conducted on the SGX-ST. Following the above
mentioned purchase, Kingboard Copper Foil Holdings Limited was delisted
from the Official List of SGX-SX on 10 June 2019.

Please refer to the joint announcements of the Company and KLHL dated 4
and 18 April 2019, 2, 5, 13, 16 and 21 May 2019 and 4 and 6 June 2019 for
full details.

During the year, apart from the above, there was no purchase, sale or
redemption by the Company, or any of its subsidiaries, of its listed securities.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company’s reserves available for distribution to Shareholders as at 31
December 2019 comprised the retained profit of HK$150,432,000 (2018:
retained profit of HK$174,067,000).

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 2019, the sum of the retained profits and the share premium

of the Company amounted to approximately HK$6,717,287,000 (2018:
HK$6,248,970,000).
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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:
Mr. Cheung Ming Man

Dr. Chong Kin Ki

Mr. Leung Tai Chiu

Mr. Chan Wing Kee

At the forthcoming annual general meeting of the Company, each of Mr. Ho
Yin Sang and Ms. Cheung Wai Lin, Stephanie, being executive Directors and
Mr. Cheung Ming Man and Mr. Chan Wing Kee, being independent non-
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.
Ho Yin Sang and Ms. Cheung Wai Lin, Stephanie, being executive Directors,
and Mr. Cheung Ming Man and Mr. Chan Wing Kee, being independent non-
executive Directors, will offer themselves for re-election.

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

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).

BEEEAERAA

Jooououood

ooooooooooooooobcoOono

goooo
oboowooo
obooWwoooooo
googo

googo

googo

googo

googo

oooooooo
ooooo
ooooo
ooooo
ooooo

obooO0oooooOooooe20000000
oboob0o0oocOoocOooOooOooooOoooo
oboob0o0oocOoocOooOooOooooOoooo
oboob0o0oocOoocOooOooOooooOoooo
oboob0o0oocOoocOooOooOooooOoooo
oboob0ooO0oocOoocOooOoOooOooOoOoOOooo
ooooo

gobooocooooomooOoocOoOooooo
ooomoo

oboob0ooO0oocOoocOooOoOooOooOoOoOOooo

oboob0ooO0oocOoocOooOoOooOooOoOoOOooo
Coooooomoooooooo

goooooo



28 KINGBOARD HOLDINGS LIMITED

DIRECTORS’ REPORT
ooood

DIRECTORS’ INTERESTS IN SHARES Doooood

At 31 December 2019, the interests of the Directors and their associates 0000oo0ooooooooooooon
in the shares, underlying shares or debentures of the Company and its goooooo0ooooDoomooooog
associated corporations (within the meaning of Part XV of the Securities and Jo00dnoooooooOooxvomooo
Futures Ordinance (“SFQ”)), as recorded in the register maintained by the J0o0o0oooooooooooooo
Company pursuant to Section 352 of the SFO, or as otherwise notified to the gooOo3k2000000000000000

Company and the Stock Exchange pursuant to the Model Code for Securities joooooooooooooooooog

Transactions by Directors of Listed Issuers, were as follows: 000000000o0oOoooooon

Long position 0o

(a) Ordinary shares of HK$0.1 each of the Company (“Shares”) (a) goooooooAdOoOoOoOmo
oM

Approximate
percentage of

the issued
Number of share capital
issued of the Company
Shares held oooo
Name of Director Capacity ooooo gooono
oooo oooaa oooa ooooono
Mr. Cheung Kwok Wing (Note 1) Beneficial owner/interest of spouse 5,985,905 0.5413%
oooomooid gooobooooono
Mr. Chang Wing Yiu (Note 2) Beneficial owner/Interest of spouse 9,087,228 0.8218%
gooomooz0 oooooooooo
Mr. Cheung Kwong Kwan Beneficial owner 4,457,000 0.4031%
ooogo goooo
Mr. Ho Yin Sang (Note 3) Beneficial owner/Interest of spouse 3,746,700 0.3388%
Ooo0ooomooasd goooooooono
Ms. Cheung Wai Lin, Stephanie (Note 4)  Beneficial owner/Interest of spouse 709,000 0.0641%
oooomooag gooooooooo
Mr. Cheung Ka Shing Beneficial owner 1,481,000 0.1339%
ooogo goooo
Mr. Cheung Ming Man Beneficial owner 35,000 0.0032%
ooogo goooo
Dr. Chong Kin Ki Beneficial owner 200,000 0.0181%
googoo ooooo
Mr. Chan Wing Kee Beneficial owner 285,000 0.0258%
ooogo goooo
Notes: ooo
(1) Out of the 5,985,905 Shares, 5,770,905 Shares were held by Mr. Cheung (1) 00598590050 0000000
Kwok Wing and 215,000 Shares were held by his spouse. 57709050 000 O00O0O0DOOO
gOo0o0o2i150000 00000000
oo
) Out of the 9,087,228 Shares, 8,416,488 Shares were held by Mr. Chang 2 000908722800 000000
Wing Yiu and 670,740 Shares were held by his spouse. 8,416,488 0 000 OIO0ODOOO
0oooge70,7400 00000000
oo
) Out of the 3,746,700 Shares, 3,312,500 Shares were held by Mr. Ho Yin (3) 0O03746,7000 0 000000
Sang and 434,200 Shares were held by his spouse. 33125000 000 00O00DOOOO
0000434200000000000
oo
(4) Out of the 709,000 Shares, 689,000 Shares were held by Ms. Cheung Wai (4) Ogov7o90000 0000000
Lin, Stephanie and 20,000 Shares were held by her spouse. 6890000 D0 0ODUIODODOOOO
00o0o200000 0000000000

ANNUAL REPORT 2019 ‘



29 BEEEAERAA

DIRECTORS’ REPORT
oooon

DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)
(b) Share options of the Company (“Share Options”)

Interest in
underlying Shares
pursuant to the

Name of Director Capacity
oooao oooo

‘ goooooo
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)
(c) Ordinary shares of HK$0.1 each (“KLHL Shares”) in KLHL, a
non-wholly owned subsidiary of the Company

Approximate
percentage of

the issued

Number of share capital of

issued KLHL KLHL

Shares held gooooo

Name of Director Capacity ooooooo oooono

oooo ooog ooooooo gooooo

Mr. Cheung Kwok Wing (Note 1) Beneficial owner/Interest of spouse 1,623,000 0.0527%
gooomooio oooooooood

Mr. Chang Wing Yiu (Note 2) Beneficial owner/Interest of spouse 8,300,000 0.2694%
goooomooao ooooooooog

Mr. Ho Yin Sang Interest of spouse 543,000 0.0176%

opooood good
Mr. Cheung K5 0 0 8. Ch8.5 562 1Ch8431 T<(Interest of spouse)Tj 21t of spouse
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DIRECTORS’ INTERESTS IN SHARES

(continued)

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
oooad good

Mr. Cheung Kwok Wing Beneficial owner
ooooo ooooo

Mr. Chang Wing Yiu Beneficial owner
ooooo ooooo

Mr. Cheung Kwong Kwan Beneficial owner
opoood ogoood

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

Name of Director Capacity
oooo oooo

Mr. Cheung Kwok Wing Beneficial owner
ooooo ooooo

Mr. Chang Wing Yiu Beneficial owner
ooooo ooooo

Mr. Ho Yin Sang Beneficial owner
ooood gooono

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 2019. Further details of the share
options of the Company and its subsidiaries and the Directors’ interests in
them are available in the section headed “Share Options” in and Note 35 to

the consolidated financial statements of this Report.
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(e) oooooooOoooOooooooo
ooooooooooOod1000o00
oooooo

Number of non-voting
deferred shares held
(Note)

oooooooo
oooo
oooo

1,904,400

423,200

846,400

529,000

000 0OO0O0O00OO00OO0O0OO0OOOOO0O0
ooooooo
O0oo0o0O0ooOooOooooOoon
0

O

Approximate
percentage of

Number of the issued
issued EEIC share capital
Shares held of EEIC

ogoooo OEEICOODO0O

EEICO O OO goooono
1,547,200 0.8277%
486,600 0.2603%
486,600 0.2603%
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SHARE OPTIONS

Particulars of the share option schemes of the Company, and EEIC and KLHL
(including their vesting and exercise period) are set out in Note 35 to the
consolidated financial statements.

As further disclosed in Note 35 to the consolidated financial statements,
the 2009 Scheme was terminated on 27 May 2019, when the Scheme was
approved by the Shareholders at the extraordinary general meeting. There
were no movements in the Share Options under the 2009 Scheme during the
year.

Under the Scheme, on 18 November 2019, 25 November 2019, 3 December
2019 and 6 December 2019, an aggregate of 23,830,000 share options were
exercised at the exercise price of HK$17.304 per share with a closing market
price of HK$20.85, 22.45, 21.85 and 22.25 on the immediately preceding
business day respectively when the options were exercised for ordinary share
of the Company of HK$0.1 each.

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

KINGBOARD HOLDINGS LIMITED

googd

OO0OOEEICODOOOOO0OOOO0O0OO000
Mooooodooooomooooooo
0350

gobooooooOoosssooooooood
obooooooobooobooooooogooo
obooooooobooobooooooogooo
oooooooocooooooo

ooooooooooooobobooooo
ooo0ooooOoooO0oOooOoOooO0Oo
ooooooooooooobobooooo
23830000000 00O0O0O00OCOOOOOO
gi1v3o400oobooooooooboooo
goboocooooooooiabooOooooo
00 00020.850 22.4500 21.8500 22.250 0 U

goooooooooocoooooooooo

Outstanding Outstanding
as at as at
1 January 31 December
2019 2019
oooooa Granted Exercised oooooo
0000 duringtheyear duringtheyear 0000000
pooa ooooo goooo gooao

Category 1: Directors 010000
Mr. Cheung Kwok Wing goooo - 5,000,000 (5,000,000) -
Mr. Chang Wing Yiu ooooo - 5,000,000 (5,000,000) -
Mr. Cheung Kwong Kwan ooooo - 5,000,000 (5,000,000) -
Mr. Ho Yin Sang (Note 1) oooomooio - 5,000,000 (3,500,000) 1,500,000
Ms. Cheung Wai Lin, Stephanie ooooo - 2,250,000 (500,000) 1,750,000
Mr. Cheung Ka Shing ooooo - 2,310,000 (330,000) 1,980,000
Mr. Cheung Ming Man goooo - 285,000 (285,000) -
Dr. Chong Kin Ki ooooo - 285,000 (285,000) -
Mr. Leung Tai Chiu ooooo - 285,000 (285,000) -
Mr. Chan Wing Kee ooooo - 285,000 (285,000) -
- 25,700,000 (20,470,000) 5,230,000
Category 2: Employees (Note 1) 0200000010 - 3,800,000 (3,360,000) 440,000
Total for all categories goooog - 29,500,000 (23,830,000) 5,670,000

Note 1: In addition to 1,500,000 Share Options held by Mr. Ho Yin Sang, the spouse of Mr.

Ho Yin Sang held 440,000 Share Options.
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SHARE OPT'ONS (continued)

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

BEEEAERAA

O000Oooo

ooooooooooooOooooooooo

Outstanding Outstanding

as at as at

1 January 31 December

2019 2019

oooooo Granted Exercised oooooo

0000 duringtheyear duringtheyear 0000000

oonoo ooooo ooooo oooo

Directors and employees of KLHLNot goopobooooooo - 39,000,000 - 39,000,000
Total oo - 39,000,000 - 39,000,000

Note:  Including Mr. Leung Tai Chiu, a director of KHL and KLHL, who is interest in 550,000
KLHL Share Options. For further details, please refer to Note 35 to the consolidated
financial statements in this report.

Save as disclosed, no share option was granted, exercised, cancelled or had
lapsed under the Company’s or its subsidiaries share option schemes during
the year under review.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Other than the options 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.

TRANSACTIONS, ARRANGEMENT OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed in the paragraph headed “Connected Transactions” in this
report and in Note 47 to the consolidated financial statements, (a) there is no
transaction, arrangement or contract of significance subsisting during or at
the end of 31 December 2019 in which a Director or an entity connected with
a Director is or was materially interested, either directly or indirectly; (b) there
is no contract of significance between the Company or any of its subsidiaries,
and the controlling shareholder of the Company or any of its subsidiaries;
(c) there is no contract of significance for the provision of services to the
Company or any of its subsidiaries by the controlling shareholder of the

Company or any of its subsidiaries.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2019, 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 Capacity
oooo oooog
Hallgain Management Limited (“Hallgain”) (Note) Beneficial owner
oooog goooo
FMR LLC Investment manager
gooo
Fidelity Purition Trust Investment Manager
gooo
L) The letter “L” denotes a long position.

Note:  As at 31 December 2019: (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 2019 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.
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CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has adopted the principles of
good corporate governance and complied 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
2019, 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.

For further information on the Group’s corporate governance practices during
the year, please refer to the Corporate Governance Report in this annual
report.

CONNECTED TRANSACTIONS

In 2019, the Group had the following non-exempt connected transactions
(which are also related party transactions) within the meaning of Chapter 14A
of the Listing Rules:

(@) Acquisition of Properties

On 8 January 2019, Kingboard Property Development (HK) Company
Limited, a wholly-owned subsidiary of the Company, entered into an
agreement (the “OTB Purchase Agreement”) with Hallgain Investments
Limited (“Hallgain Investments”), a wholly-owned subsidiary of Hallgain
Management Limited (“Hallgain”), to acquire the entire issued share
capital of Above Top Limited (“Above Top”) for a total consideration
of approximately HK$910 million. Above Top was the sole owner of
each of the other target companies, which held certain properties at
the Overseas Trust Bank Building.

The transactions contemplated under the OTB Purchase Agreement
constituted connected transactions under Chapter 14A of the Listing
Rules on the basis that Hallgain is a substantial Shareholder and
hence Hallgain Investments, Its subsidiary, is a connected person of
the Company under the Listing Rules.

(b)  Acquisition of Target Equity
On 14 August 2019, Kingboard Investments Limited, a wholly-owned
subsidiary of the Company, entered into an agreement (the “Share
Purchase Agreement”) with Hallgain Investments, a wholly-owned
subsidiary of Hallgain, to acquire 100% issued share capital of Nippon
(Boluo) Electronics Company Limited for a total consideration of
HK$600 million.

The transactions contemplated under the Share Purchase Agreement
constituted connected transactions under Chapter 14A of the Listing
Rules on the basis that Hallgain is a substantial Shareholder and
hence Hallgain Investments, its subsidiary, is a connected person of

the Company under the Listing Rules.
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CONNECTED TRANSACTIONS (continued) 000 UOooo
(c) Sale of Properties (c) oooo
On 23 November 2019, Golden Concept Development Limited, gooooDooooooooooon
a non-wholly owned subsidiary of the Company entered into a Joodoooooooooooog
preliminary sale and purchase agreement (the “Sale and Purchase Jo0oooooooooooooz20
Agreement”) with each of the purchasers for the sale of a total of two goolo0000booboooooDoon
apartments and 10 houses, respectively, under the Cavaridge Project. Moooodono
The following table sets out the properties to be sold under the Sale gooooooooooooooon
and Purchase Agreement and their respective purchasers: goooooo
Major Connected relationship Saleable
with the Companytrote 1) size  Consideration
O00000O0OOogoeoio ooooo oQ
(sq.ft.) (HK$)
ooooo oooo
Apartments:
ooo
1. Ms. Ho Kin Yan Daughter of Mr. Ho Yin Sang, 2,784 55,750,000
an executive Director (note 2)
goooo oooooooooooo ooo2d
2. Ms. Chang Pui Lam Daughter of Mr. Chang Wing Yiu, 2,984 59,755,000
an executive Director (note 2)
ooooo oooooooooooo ooo2d
Houses:
ooo
3. Mr. Cheung Kwok Wing Executive Director 5,376 134,831,000
ooooo oooo
4, Mr. Cheung Cho Yee, Son of Mr. Cheung Kwok Wing, 5,976 149,879,000
Jason an executive Director
ooooo oooooooooooo
5. Mr. Cheung Ka Shing Executive Director and son of 4,317 108,271,000
Mr. Cheung Kwok Wing,
an executive Director
goooo 00oo00ooooooooooog
ooo
6. Ms. Cheung Ho Ling Daughter of Mr. Cheung Kwong Kwan, 4,068 102,026,000
an executive Director
ooood gooooooooood
7. Mr. Cheung Kwun Yat Son of Mr. Cheung Kwong Kwan, 4,039 101,299,000
an executive Director
ooooo oooooooooooo
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CONNECTED TRANSACTIONS (continued) 000 Oooo

(c) Sale of Properties (continued)

Houses: (continued)

(¢ OOO0OMDODO

Major Connected relationship Saleable
with the Companytrote 1) size

go0000oOOoOobDOoonoeoeo ooooo
(sq.ft.)
googoo

Consideration
oa

(HK$)

ogooad

oomoo
8. Mr. Cheung Kwok Keung Brother of Mr. Cheung Kwok Wing and 4,315 108,221,000
Ms. Cheung Wai Lin, Stephanie,
each an executive Director
ooood goooooooog
Oooooooooooo
9. Ms. Cheung Chun Ming, Emily Niece of Mr. Cheung Kwok Wing and 2,710 67,968,000
(note 3) Ms. Cheung Wai Lin, Stephanie,
each an executive Director
Oo0o0omooDasd goooooooog
pooooooooooo
10. Mr. Cheung Ka Ho Son of Mr. Cheung Kwok Wing and 4,326 108,497,000
brother of Mr. Cheung Ka Shing,
each an executive Director
opoood goooooboobooood
pooooooooooo
11. Ms. Liu Mei Juan (note 4) Sister-in-law of Mr. Cheung Kwok Wing 4,777 119,808,000
and Ms. Cheung Wai Lin, Stephanie,
each an executive Director
Oo0oomooDao goooooooog
pooooooooobboood
12. Ms. Cheung Nga Ting, Sandra Niece of Mr. Cheung Kwok Wing and 4,103 102,904,000
(note 5) Ms. Cheung Wai Lin, Stephanie,
each an executive Director
Ogo0oomoosd goooooooog
Dooooooooooo
ogoooooo
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(c)

(@)

ANNUAL REPORT 2019

Sale of Properties (continued)
Notes:

1. There are other family relationships mainly by virtue of (a) Mr. Cheung Kwok
Wing and Ms. Cheung Wai Lin, Stephanie, each an executive Director, are
siblings; (b) Mr. Ho Yin Sang and Mr. Chang Wing Yiu, each an executive
Director, are brothers-in-law of Mr. Cheung Kwok Wing and Ms. Cheung
Wai Lin, Stephanie, each an executive Director; (c) Mr. Cheung Kwong
Kwan, an executive Director, is a cousin of Mr. Cheung Kwok Wing and
Ms. Cheung Wai Lin, Stephanie, each an executive Director; and (d) Mr.
Cheung Kwok Keung, Mr. Cheung Kwok Wa and Mr. Cheung Kwok Ping,
each an executive director of Kingboard Laminates, are siblings of Mr.
Cheung Kwok Wing and Ms. Cheung Wai Lin, Stephanie, brothers-in-law
of Mr. Ho Yin Sang and Mr. Chang Wing Yiu and cousins of Mr. Cheung
Kwong Kwan, each an executive Director.

2. The sale of the apartment also includes two car parking spaces.
3. Ms. Cheung Chun Ming, Emily is the daughter of Mr. Cheung Kwok Keung.
4. Ms. Liu Mei Juan is the spouse of Mr. Cheung Kwok Wa.

5. Ms. Cheung Nga Ting, Sandra is the daughter of Mr. Cheung Kwok Ping.

As each of the purchasers is a connected person of the Company,
each of the sales under the Sale and Purchase Agreement constituted
a connected transaction of the Company under the Listing Rules.

In 2019, 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:

KHL/Hallgain Purchase Framework Agreement

On 26 October 2016, the Company and Hallgain entered into
a purchase framework agreement (the “KHL/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 2017 to 31 December 2019. Under
the KHL/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 KHL/Hallgain Purchase Framework
Agreement will be subject to the individual orders placed by the
Group with the Hallgain Group.
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CONNECTED TRANSACTIONS (continued)

(@

KHL/Hallgain Purchase Framework Agreement (continued)

The transactions contemplated under the KHL/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 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 KHL/Hallgain Purchase Framework
Agreement for the year ended 31 December 2019 are set out in
the table below. Details of the KHL/Hallgain Purchase Framework
Agreement were disclosed in the Company’s joint announcement
dated 26 October 2016.

In anticipation of the expiry of the KHL/Hallgain Purchase Framework
Agreement by the end of 2019, on 25 October 2019, the Company
entered into purchase framework agreement with Hallgain (“the
2020 KHL/Hallgain Purchase Framework Agreement”) in relation to
the purchase of certain material for the production of PCBs such
as copper balls and drill bits from Hallgain Group by the Group for
a term of three years from 1 January 2020 to 31 December 2022.
The annual caps for the three years ending 31 December 2022 are

BEEEAERAA
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CONNECTED TRANSACTIONS (continued)

(b)

ANNUAL REPORT 2019

KLHL/Hallgain Supply Framework Agreement (continued)

The transactions contemplated under the KLHL/Hallgain Supply
Framework Agreement constituted continuing connected transactions
for the Company pursuant to Chapter 14A of the Listing Rules on
the basis that Hallgain is a substantial Shareholder 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/Hallgain Supply Framework Agreement
for the year ended 31 December 2019 are set out in the table below.
Details of the KLHL/Hallgain Supply Framework Agreement were
disclosed in the Company’s joint announcement dated 26 October
2016, and KLHL's circular dated 21 November 2016.

In anticipation of the expiry of the KLHL/Hallgain Supply Framework
Agreement by the end of 2019, on 25 October 2019, the Company
entered into a supply framework agreement with Hallgain (“the 2020
KLHL/Hallgain Supply Framework Agreement”) in relation to the
supply of copper and laminates by the KLHL Group to the Hallgain
Group for a term of three years from 1 January 2020 to 31 December
2022. The annual caps for the three years ending 31 December 2022
are HK$568 million, HK$625 million and HK$687 million, respectively.
Please refer to the Company’s joint announcement dated 25 October
2019, and KLHL's circular dated 21 November 2019.

KINGBOARD HOLDINGS LIMITED
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CONNECTED TRANSACTIONS (continued)

(c)

KLHL/Hallgain Purchase Framework Agreement

On 26 October 2016, KLHL and Hallgain entered into a purchase
framework agreement (the “KLHL/Hallgain Purchase Framework
Agreement”) pursuant to which the KLHL Group agreed to purchase
materials for production of laminates such as drill bits and machineries
from the Hallgain Group from 1 January 2017 to 31 December
2019. Under the KLHL/Hallgain Purchase Framework Agreement,
the amount to be purchased is not fixed but is to be determined and
agreed between the parties from time to time. The actual quantity,
specification and price (with reference to the prevailing market
price) of materials under the KLHL/Hallgain 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/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 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/Hallgain Purchase Framework
Agreement for the year ended 31 December 2019 are set out in
the table below. Details of the KLHL/Hallgain Purchase Framework
Agreement were disclosed in the Company’s joint announcement
dated 26 October 2016 and KLHL’s circular dated 21 November
2016.

In anticipation of the expiry of the KLHL/Hallgain Purchase Framework
Agreement by the end of 2019, the Company entered into a purchase
framework agreement with Hallgain (the “2020 KLHL/Hallgain
Purchase Framework Agreement”) in relation to the purchase of
certain materials for the production of laminates such as drill bits and
machineries from the Hallgain Group by the KLHL Group for a term of
three years from 1 January 2020 to 31 December 2022. The annual
caps for the three years ending 31 December 2022 are HK$345
million, HK$362 million and HK$380 million, respectively. Please refer
to the Company’s joint announcement dated 25 October 2019, and
KLHL’s circular dated 21 November 2019.
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CONNECTED TRANSACTIONS (continued)

The annual caps and actual transaction amounts of the continuing connected
transactions disclosed above for the year ended 31 December 2019 are set
out in the table below.

KINGBOARD HOLDINGS LIMITED

UO0O0OOqoo
00000000000000000000
00000000000000000000
0000000

Amounts Annual caps
oad oooad
HK$’000 HK$’000
ooao oodo
(i) Purchase of copper balls and drill bits from 0000000000 Hallgain 571,505 629,000
the Hallgain Group by the Group under 0000000 HallgainO O
the KHL/Hallgain Purchase Framework oooooog
Agreement
(i) Sales of coppers and laminates to the Hallgain ooooooooooo 495,127 847,000

Group by the KLHL Group under the KLHL/ 00 0 0 Hallgain0 O
Hallgain Supply Framework Agreement 00000 Hallgaind O
oooooooog

(iii) Purchase of drill bits and machineries from ooooooooooo 311,581 424,000
the Hallgain Group by the KLHL Group under [ O O O Hallgaind 0
the KLHL/Hallgain Purchase Framework 00000 Hallgaind O
Agreement ooooooo

The amounts of the above transactions did not exceed the corresponding
annual caps for the financial year ended 31 December 2019 as announced
by the Group.

The independent non-executive Directors had reviewed the above continuing
connected transactions and confirmed that the transactions have been
entered into in the ordinary and usual course of business of the Group, on
normal commercial terms and that the terms thereof and the relevant annual
caps thereto are fair and reasonable and in the interests of the Company and
the Shareholder as a whole.
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CONNECTED TRANSACTIONS (continued)

The Company’s auditor was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and with reference to Practice
Note 740 “Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued an unqualified letter containing
the auditor’s findings and conclusions in respect of the continuing connected
transactions for the year ended 31 December 2019 disclosed by the Group
from pages 38 to 42 of this annual report in accordance with Listing Rule
14A.56 of the Listing Rules. A copy of the auditor’s letter has been provided
by the Company to the Stock Exchange. The auditors has confirmed that
nothing has come to its attention that causes it to believe that the continuing
connected transactions entered into by the Group for the year ended 31
December 2019:

(@) have not been approved by the board;

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

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

(d) have exceeded the cap.
The Directors confirm that the Company has complied with the disclosure

requirements in accordance with Chapter 14A of the Listing Rules in respect
of transactions during the year ended 31 December 2019.

FUTURE PLANS FOR MATERIAL
INVESTMENTS AND CAPITAL ASSETS

The Group does not have any plans for material investments and capital assets
as at the date of this report.
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EMOLUMENT POLICY

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

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

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees. Details of the scheme are set out in Note 35
to the consolidated financial statements.

The remuneration paid to a senior management (excluding the directors)
during the year ended 31 December 2019 was within the following band:

HK$2,000,001 or above

KINGBOARD HOLDINGS LIMITED
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Number of
senior

management
goooooo

2,000,0010 0000 1

MATERIAL ACQUISITIONS AND
DISPOSALS

Save as disclosed in this report, the Group did not have any other material
acquisitions and disposal of subsidiaries, associated companies or joint
ventures for the year ended 31 December 2019.

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.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to the knowledge
of the Directors, as at the date of this annual report, there was a sufficient
public float of the Company’s issued shares as required under the Listing
Rules.

PERMITTED INDEMNITY PROVISION

According to the articles of association of the Company, every Director,
agent, auditor, secretary or other officer for the time being and from time to
time of the Company (and the personal representatives of those persons, as
the case may be) shall be indemnified and secured harmless out of the assets
and funds of the Company against all actions, proceedings, costs, charges,
expenses, losses, damages or liabilities incurred or sustained by him in or
about the conduct of the Company’s business or affairs or in the execution or
discharge of his duties, powers, authorities or discretions, including, without
prejudice to the generality of the foregoing, any costs, expenses, losses or
liabilities incurred by him in defending (whether successfully or otherwise) any
civil proceedings concerning the Company or its affairs in any court whether
in the Cayman Islands or elsewhere.

Appropriate insurance covering for the Directors’ and senior management’s
liabilities arising out of activities of the Group has been arranged by the
Company.

MAJOR CUSTOMERS AND SUPPLIERS

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

No equity-linked agreement was entered into by the Group, or existed during 0do0oo0o0ooooooooooooooo
the year under review. gooooooogoo

AUDITOR 000

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

On behalf of the Board ooooo

Cheung Kwok Wing oo

CHAIRMAN ooo

23 March 2020 pooooooobooo
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The Board 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.

The Company complied with the code provisions as set out in the CG Code
throughout the year ended 31 December 2019, save for the deviation from
paragraph A.4.1 of the CG Code since the independent non-executive
Directors are not appointed for a specific term. Notwithstanding the aforesaid
deviation, all the Directors (including the independent non-executive Directors)
are subject to retirement by rotation and re-election at the Company’s annual
general meeting in accordance with the Company’s articles of association.
As such, the Company considers that steps have been taken with a view to
ensure that the Company’s corporate governance practices are in line with
the principles of the CG Code.

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

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the required
standard of the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules (the “Model Code”).
Having made specific enquiry of all Directors, 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 Director’s securities transactions
adopted by the Company throughout the year ended 31 December 2019.
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A. DIRECTORS

The Board
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A. DlRECTORS (continued) A. O Oooo
The Board (continued) O0moo
During the year under review, the Board had held four meetings 0ooooooooooooooon
and the Company held an annual general meeting. The Directors’ 0ooooooooooooooon
attendance at Board meetings, Board committees’ meetings and the dood0ooooooooooooo
general meeting was as follows: ooooooooooo

Audit Nomination Remuneration

Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
ooo ooooo ooooo ooooo oo
oo oo oo oo oo
(Note)
oooo
Number of Meeting 0ooo 4 3 2 2 -
Executive Directors oooo
Cheung Kwok Wing (Chairman) Qowaoon 4 - - - -
Chang Wing Yiu (Managing Director) 0oWwoooooo 4 - - - 1
Cheung Kwong Kwan ooo 4 - - - -
Ho Yin Sang ooo 4 - - - -
Cheung Wai Lin, Stephanie ooo 4 - - - -
Cheung Ka Shing ooo 4 - - - -
Chen Maosheng ooo 4 - - - -
Independent non-executive Directors ooooooa
Cheung Ming Man ooo 4 3 2 2 -
Chong Kin Ki ooo 4 3 2 2 -
Leung Tai Chiu ooo 4 3 2 2 1
Chan Wing Kee ooo 4 - - - -
Note: Oooo
General meeting refers to the Company’s annual general meeting held on 27 May 000000000 00O0O00O0OO0O0OOoOoO
2019. 0oooooooo
The Directors have observed the importance of directing and doodooooooooooooo
supervising the Company’s affairs at a more regular interval. After ooono
consulting all Directors, Board meetings have been preliminarily ooooooooooog

scheduled to be held at quarterly interval and no less than four times
in the coming year.

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

During the year under review, the Board met once to review the
Company’s corporate governance policies and practices, training
and continuous professional development of Directors and senior
management, the Company’s policies and practices on compliance
with legal and regulatory requirements, the compliance of the Model
Code and the Company’s compliance with the CG Code and

disclosure in this Corporate Governance Report.
‘ ooooooo
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A. DIRECTORS (continued)

Division and responsibilities

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

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

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

. preparing meeting agenda after consultation with the
Managing Director;

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

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

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

DIRECTORS (continued)

Board composition

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

Executive Directors

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

Ho Yin Sang

Cheung Wai Lin, Stephanie

Cheung Ka Shing

Chen Maosheng

Independent non-executive Directors
Cheung Ming Man

Chong Kin Ki

Leung Tai Chiu

Chan Wing Kee

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

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

DIRECTORS (continued)

Board composition (continued)

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

The Board comprises Directors who collectively provide core
competencies, sales and marketing experience and technical
knowledge in laminates, printed circuit boards, property developments
and chemical products, administration and management experience
in the PRC factories, financial and accounting skills. The Company
believes that the current Board with a balance of skills and experience
is appropriate for effective decision making, taking into account the
nature and scope of the operations of the Company.

Appointment, re-election and removal

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

Responsibilities of Directors

The Company and the Board require each Director to keep abreast of
his responsibilities as a director of the Company and of the conduct,
business activities and development of the Company. Every Director
is required to devote sufficient time and involvement in the affairs of
the Board and the material matters of the Company and to serve
the Board with such degree of care and due diligence given his own
expertise, qualification and professionalism.
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ANNUAL REPORT 2019

DIRECTORS (continued)

Supply of and access to information

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

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

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

The level and make-up of remuneration and disclosure
The Board has set up a remuneration committee (the “Remuneration
Committee”) which comprises three independent non-executive
Directors, namely Dr. Chong Kin Ki (Chairman), Mr. Leung Tai Chiu
and Mr. Cheung Ming Man as at the date of the report. The role of
the Remuneration Committee is to formulate policies and procedures
for determining the remuneration of Directors and senior management
and other remuneration related matters. The Remuneration
Committee is set up with written terms of reference which set out
clearly its duties and authorities delegated by the Board, including the
following duties:

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

REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

The level and make-up of remuneration and disclosure

(continued)

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

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

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

When recommending the remuneration package for each individual
Director, the Remuneration Committee will consider his qualification
and experience, specific duties and responsibilities assigned to
him by the Board and the prevailing market packages available for
similar position. The emoluments of the Directors on a named basis
for the year under review is set out on pages 149 to 153 in Note
11 to the financial statements. Review and comparison in terms of
Directors’ emoluments package and net profits of the Group are
made from time to time with comparable listed industrial companies
with similar capitalisation to the Group. Considering all such factors,
the Remuneration Committee would make recommendation on the
remuneration package for each Director after consultation with the
Chairman.

During the year under review, the Remuneration Committee had
convened two meetings during which the Remuneration Committee,
among other things, assessed the performance, and determined
the remuneration policy and packages for all Directors and senior
management.
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C.

ACCOUNTABILITY AND AUDIT

Financial reporting

The Directors acknowledge their responsibilities for preparing the
Company’s account which gives a true and fair view of the financial
position of the Group. The Company deploys appropriate and
sufficient resources to prepare unaudited half-yearly account and
audited yearly account. Senior management is required to present
and explain the financial reporting and matters that materially
affect or may have material impact on the financial performance
and operations of the Company to the Audit Committee and the
Board and respond to the queries and concerns raised by the Audit
Committee and the Board to their satisfaction. The statement of the
auditor of the Company about their reporting responsibilities on the
financial statements is set out in the Independent Auditor’s Report on
pages 66 to 72 of this annual report.

Risk Management, Internal Control and Responsibility
of the Board

The Board acknowledges its accountability to the risk management
and internal control systems and its responsibility to review the
effectiveness of the systems. The Board also clarifies that the systems
are purported to manage, but not eliminate, the risk of failure to
fulfil business objectives, and can only provide reasonable but not
absolute assurance against material misstatement or loss.

Management is responsible for setting the appropriate tone from
the top, performing risk assessment, and owning the design,
implementation and maintenance of internal control. Essential to such
risk management and internal control systems are well defined policies
and procedures that are properly documented and communicated to
employees.

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

. formal policies and procedures are in place, including the
documentation of key processes, procedures and rules
relating to the delegation of authorities. These allow the

KINGBOARD HOLDINGS LIMITED
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C.

ACCOUNTABILITY AND AUDIT (continued)

Risk Management, Internal Control and Responsibility
of the Board (continued)

The Group has established an internal audit department to review
the financial condition, operational condition, risk management,
compliance control and internal control of the Group. For 2019, the
Board has conducted a review on the effectiveness of the above
internal control system of the Group including financial, operational
and compliance controls and risk management and will conduct
such review at least once a year, so as to ensure the Shareholders’
investment and the Group’s assets are properly safeguarded. The
Board is satisfied that, based on the information supplied, coupled
with its own observations and with the assistance of the Audit
Committee, the present internal controls and risk management
processes are satisfactory, effective and adequate for the nature and
size of the Group’s operations and business.

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

BEEEAERAA

C. O00O0O0OOpoo

Uboo0ooo

oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooocoooooo

oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
ooooooo

goooooo



58

CORPORATE GOVERNANCE REPORT
gooooon

C. ACCOUNTABILITY AND AUDIT (continued)

Audit Committee

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

. review with the external auditor, the audit plan;

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

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

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

. nominate persons as auditor;

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

. review connected transactions and examine the adequacy

of internal controls of the Group as part of the standard
procedures.
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C.

ACCOUNTABILITY AND AUDIT (continued)

Audit Committee (continued)

The Audit Committee assists the Board to fulfil its oversight role
over the Group’s risk management and internal control functions
by reviewing and evaluating the effectiveness of our overall risk
management and internal control systems at least annually.

The Group’s risk management and internal control systems is
embedded within our business processes so that it functions as
an integral part of the overall operation of the Group. The systems
comprises a comprehensive organisation structure with assignment
of definite accountabilities and delegation of corresponding authorities
to each post. Based on our organisation structure, a reporting system
has been developed including reporting channels from division heads
of business units to the Board.

The risk management and internal control systems and accounting
system of the Group are aimed at identifying and evaluating
the Group’s risk and formulate risk mitigation strategies, and to
provide reasonable assurance that assets are safeguarded against
unauthorised use or disposition, transactions are executed in
accordance with management’s authorisation, and the accounting
records are reliable for preparing financial information used within the
business for publication, maintaining accountability for assets and
liabilities and ensuring the business operations are in accordance with
relevant legislation, regulations and internal guidelines.

The Group has a defined organisational structure with clearly defined
lines of responsibility and authority. Each department is accountable
for its daily operations and is required to report to executive Directors
on a regular basis. Policies and procedures are set for each
department, which includes establishing and maintaining effective
policies to enhance risks identification to which the Group is exposed
and taking appropriate actions to manage such risks, establishing a
structure with defined authorities and proper segregation of duties;
monitoring the strategic plan and performance; designing an effective
accounting and information system; controlling price sensitive
information; and ensuring swift actions and timely communication
with our stakeholders.

Procedures and Controls over Handling and Dissemination of
Inside Information

With respect to the procedures and internal controls for the handling
and dissemination of inside information, the Group has internal policy
and procedures which strictly prohibit unauthorised use of inside
information and has communicated to all staff; the Board is aware
of its obligations to announce any inside information in accordance
with the Listing Rules and conducts the affairs with reference to
the “Guidelines on Disclosure of Inside Information” issued by the
Securities and Futures Commission in June 2012. In addition, only
Directors and delegated officers can act as the Group’s spokesperson
and respond to external enquiries about the Group’s affairs.
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C. ACCOUNTABILITY AND AUDIT (continued)

Audit Committee (continued)

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

Nature of services oooao
Audit services oooo
Non-audit services goooo

(i)  Tax services () O0ooo
(i) Other services iy OOO0O

The Audit Committee has undertaken a review of all the non-
audited services provided by the Company’s auditor and concluded
that in their opinion such services did not affect the independence
of the auditor. The Board has appointed an accountant to be
responsible for the accounting and financial matters of the Group
and the Audit Committee has free access to the accountant and
senior management of the Group and to any financial and relevant
information which enables them to discharge their audit committee
function effectively and efficiently. Besides internal assistance being
available, the Audit Committee may request for assistance and
advice from external auditor as and when it considers necessary
at the expenses of the Company. The Audit Committee shall meet
with external auditor without the presence of executive Directors to
discuss the Group’s financial reporting and any major and financial
matters arising during the year under review at least once a year.
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12,750,000

688,000
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C. ACCOUNTABILITY AND AUDIT (continued)

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

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

to attend its meetings; and

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

The Board will ensure that the members of the Audit Committee
are appropriately qualified to discharge their responsibilities and at
least one member has accounting and related financial management
expertise or experience. The Audit Committee comprises three
independent non-executive Directors as at the date of this report,
namely Mr. Cheung Ming Man (Chairman), Dr. Chong Kin Ki and Mr.
Leung Tai Chiu.

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

. review of the scope of audit work;

. review and discussion of the annual financial results and
report in respect of the year ended 31 December 2018 and
interim financial results and report for the six months ended
30 June 2019 and discussion with the management of the
accounting principles and practices adopted by the Group;

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

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

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

DELEGATION BY THE BOARD

Management function

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

Board committees

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

The Nomination Committee comprises three members who are
independent non-executive Directors, namely Mr. Leung Tai Chiu
(Chairman), Dr. Chong Kin Ki and Mr. Cheung Ming Man as at the
date of this report. According to the written terms of reference of the
Nomination Committee, the major responsibilities of the Nomination
Committee include:

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

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

. identify and nominate for the approval of the Board,

candidates to fill board vacancies as and when they arise;

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

. re-nominate a Director as an independent non-executive
Director, if applicable, having regard to his contribution and
performance

ANNUAL REPORT 2019 .

KINGBOARD HOLDINGS LIMITED

D. Dooooon

oogn
goooooooooooooooo
goooooooooooooooo
goooooooooooooooo
goooooooooooooooo
goooooooooooooooo
oooooooooooooooo
goooooooooooooooo
goooooooooooooooo
oooooo

gooono
goooboooooboboooooo
goooooooooobooooo
goooboooooboboooooo
goooboooooboboooooo
goooboooooboboooooo
goooboooooboboooooo
goooboooooboboooooo
goooo

gooobooboooboboooooon
goomobmoboooooooo
goooboooboooboboooooo
goooooboooooobooooon
oo

. ooooooobooobooo
ooooooobooobooo
ooooooobooobo

. ooooooobooobooo
oooooooobooooboo

. ooooooobooobooo
ooooooobooobooo
oooooo

. ooooooobooobooo

oooooooooo

. ooooooobooobooon
ooooooboooomoo
o



63

CORPORATE GOVERNANCE REPORT
gooooo

D.

DELEGATION BY THE BOARD (continued)

Board committees (continued)

During the year under review and up to the date of this report, the
Nomination Committee had convened two meetings during which,
among other things, considered which should retire by rotation
pursuant to the Company’s articles of association and the CG Code.
The Nomination Committee had resolved that Mr. Ho Yin Sang and
Ms. Cheung Wai Lin, Stephanie, being executive Directors and Mr.
Cheung Ming Man and Mr. Chan Wing Kee, being independent
non-executive Directors, shall be subject to retirement by rotation
at the forthcoming annual general meeting of the Company. Mr.
Ho Yin Sang and Ms. Cheung Wai Lin, Stephanie, being executive
Directors and Mr. Cheung Ming Man and Mr. Chan Wing Kee, being
independent non-executive Directors, will offer themselves for re-
election. During the meetings of the Nomination Committee, it had
considered the policy for the nomination of Directors, and the process
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E. COMMUNICATION WITH E. DOOooodgd
SHAREHOLDERS
The Board endeavours to maintain an on-going dialogue with vbobobobooobooboboo
Shareholders. All Directors are encouraged to attend the general g 0 U ] o 0

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

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

SHAREHOLDERS’ RIGHTS

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

Shareholders may send written enquiries to the Company for putting
forward any enquiries or proposals to the Board. Contact details are as
follows:

Address: 23/F, Delta House
3 0n Yiu Street

Shek Mun

Shatin, N.T.

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

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

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

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

All resolutions put forward at Shareholders’ meetings will be voted
by poll pursuant to the Listing Rules and the poll voting results will
be posted on the websites of The Stock Exchange of Hong Kong
Limited (www.hkexnews.hk) and the Company (www.kingboard.com)
immediately after the relevant general meetings.
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KEY AUDIT MATTERS (continueq) O000OOOooo
Key audit matter How our audit addressed the key audit matter
ooooono O000o0oooooooooooooon

Assessment of net realisable values of properties held for development (“PHD”)
0000000 ooo0o0oOoooooon

We identified the assessment of net realisable values of PHD Our procedures in relation to the assessment of net realisable
as a key audit matter due to the significance of the amounts values of PHD included:
and judgements involved in estimating their net realisable

value and the future costs to completion of the PHD. . Evaluating the reasonableness of the costs recognised
in PHD, on a sample basis, by obtaining the direct
The carrying value of the Group’s PHD amounted to HK$21.1 confirmations from independent qualified surveyors in
billion as at 31 December 2019. The Group’s PHD are all respect of the costs incurred and the completion status;
situated in Hong Kong and the People’s Republic of China (the
“PRC"). . Assessing the appropriateness of the estimated future
selling prices of the PHD, on a sample basis, by
As disclosed in Notes 4 and 29 to the consolidated comparing them to recent transaction prices of similar
financial statements, the net realisable values of the PHD properties in the same project or relevant locations, based
are determined by reference to the estimated future selling on our knowledge of the property markets of the relevant
prices. The future selling prices are estimated by reference locations; and
to the recent selling prices of similar properties in the same
project or relevant locations. In addition, the management Evaluating the reasonableness of the estimated future
estimates the future costs to complete the PHD by reference costs to completion of the PHD, on a sample basis,
to the actual development costs incurred and the completion based on the actual development costs incurred and the
status. completion status of the properties of the Group with the

adjustments, taking into account the current market data
and the past history of the similar projects.
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OO0000Oqoo

Key audit matter How our audit addressed the key audit matter
gooooo O000000O00OO0O0OO0O0oOoOooon

Valuation of investment properties
ooooooo

We identified the valuation of investment properties as Our procedures in relation to the management’s valuation of
a key audit matter due to the inherent level of subjective investment properties included:

judgements and complex estimates required in determining
the fair values. .

The Group’s investment property portfolio comprises
commercial, residential and industrial properties located e
in Hong Kong, the PRC and the United Kingdom, which
was stated at fair value of HK$19.1 billion, accounting for
approximately 19.7% of the Group’s total assets as at 31
December 2019 with a gain on fair value change of HK$6.3
million recognised in the consolidated statement of profit or
loss for the year then ended.

As further disclosed in Notes 4 and 14 to the consolidated
financial statements, in estimating the fair values of these
investment properties, the Group engaged a professional
independent valuer (the “Valuer”), to carry out the valuation.
The valuation committee of the Group provided information
to the Valuer and the Valuer established and determined the
appropriate technique and inputs to the valuation model. The
significant unobservable input of the approach is the price
per square metre of comparable properties. Changes in the
comparable properties adopted may result in a significant
increase or decrease in fair values.

Evaluating the competence, capability, and objectivity of
the Valuer;

Understanding the key assumptions applied to the
valuation based on available market data and evaluating
their reasonableness; and

Assessing the reasonableness of the key inputs and
information used by the Valuer and the valuation
committee in the valuation model, including adjustment
factors for location and other individual factors such
as road frontage, size of property and facilities, on a
sample basis, in order to assess the appropriateness,
completeness and accuracy of these inputs and
comparing the comparable properties adopted with fair
market unit price.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report,
but does not include the consolidated financial statements and our auditor’s
report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative but
to do so.

Those charged with governance are responsible for overseeing the Group’s
financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

. Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

. Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless
law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of
such communication.

The engagement partner on the audit resulting in the independent auditor’s
report is Chu, Johnny Chun Yin.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 March 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

oooon

For the year ended 31 December 2019 0 D 0000000000 OOOOO

Revenue
Cost of sales and services rendered

ooo
ooooooooo

BEEEAERAA

2019
ooooo

HK$’000
ooo

5 41,160,851
(32,146,545)

2018
ooooo

HK$’000
ooo

45,994,419
(35,691,963)

Gross profit oo 9,014,306 10,302,456
Other income, gains and losses go00Oooo0ooooo 7 (93,519) 169,786
Distribution costs oooo (1,185,765) (1,199,959)
Administrative costs oooo (1,965,741) (1,959,820)
Gain (loss) on fair value changes of ooooooooo
equity instruments at fair value ooooo
through profit or loss oooooomooo 40,920 (148,297)
Gain on disposal of debt ooooooog
instruments at fair value oooooooooood
through other comprehensive income oo 142,140 3,578
Gain on fair value changes of oooooooooooo 14
investment properties 6,263 174,896
Gain on disposal of a subsidiary ooooooooooooo 38 - 2,089,808
Share-based payments ooooooo 35 (229,234) -
Finance costs oooo 8 (752,001) (589,222)
Share of results of joint ventures oooooooog 22 93,867 86,515
Share of results of associates oooooooog 21 51,677 192,169
Profit before taxation ooooag 5,122,913 9,121,910
Income tax expense ooooo 9 (1,353,933) (2,051,710)
Profit for the year ooooo 10 3,768,980 7,070,200
Profit for the year attributable to: gooooooooon
Owners of the Company oooooo 3,094,421 6,075,760
Non-controlling interests ooooo 674,559 994,440
3,768,980 7,070,200
Earnings per share oooo 13
— Basic ooo HK$2.8500] [J HK$5.6920 O
- Diluted oono HK$2.84901 [ HK$5.6550 O
ogoooooo
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At 31 December20190000000000000O
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2019
oooood
HK$°000
ooad
Non-current assets oooon
Investment properties ooon 14 19,082,748 16,925,863
Properties, plant and equipment oooooooon 15 14,800,958 14,879,768
Right-of-use assets ooooao 16 1,692,326 =
Prepaid lease payments oooooo 17 - 1,539,781
Goodwil 0o 19 2,670,528 2,467,076
Intangible assets oooo 20 60,840 27,000
Interests in an associate 0oooooooon 21 397,950 540,681
Interests in joint ventures 0oooooooon 22 2,536,434 2,466,504
Equity instruments at fair value through 000000 00ooooo 23
profit or loss 2,366,024 1,291,534
Equity instruments at fair value through oooooooooooon 24
other comprehensive income oooagd 162,918 164,124
Debt instruments at fair value through ooooooooooooo 25
other comprehensive income oooagd 7,016,503 8,876,637
Loan receivable oooo 26 600,000 =
Entrusted loans oooo 30(a) 465,859 605,789
Deposits paid for acquisition of oOo0O000O0Oooon
roperties, plant and equipment
gndpinvestmpent propergesp Hoboooooo 611,724 332,890
Deferred tax assets oooooan 27 2,539 3,653
52,467,351 50,121,300
Current assets oooa
Inventories 0o 28 2,962,386 2,956,116
Properties held for development ooooo 29 21,115,592 20,023,136
Trade and other receivables and oooooooooooooon  30@)
prepayments 8,771,416 8,514,957
Bills receivables oooo 30(b) 4,085,752 4,545,599
Equity instruments at fair value through O0OO0OO0OOOOOOO0OOO 23
profit or loss 491,397 -
Debt instruments at fair value through ooooooooooooo 25
other comprehensive income gooag 866,041 78,195
Other current assets oooooo 18 - 659,429
Prepaid lease payments oooooo 17 - 38,410
Taxation recoverable goooo 18,227 19,873
Bank balances and cash ooooooon 30(c) 6,256,964 7,473,324
44,567,775 44,309,039
goooooo
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ooogoon
2019
oooood
NOTES HK$’000
oo oood
Current liabilities oooag
Trade and other payables ooooooooo 31 5,841,173 6,424,456
Bills payables oood 31 359,920 512,566
Contract liabilities ooog 31 6,374,105 3,448,068
Taxation payable ooog 1,369,201 1,167,261
Bank borrowings ooooo 32
— amount due within one year gooooooo 7,862,991 7,254,600
Lease liabilities oooog 33 2,906 -
21,810,296 18,806,951
Net current assets ogooooo 22,757,479 25,502,088
Total assets less current liabilities goooooooo 75,224,830 75,623,388
Non-current liabilities goooo
Deferred tax liabilities gooogoo 27 697,954 731,036
Bank borrowings ooooo 32
—amount due after one year gooooooo 16,546,918 20,259,081
Lease liabilities ooog 33 10,308 -
17,255,180 20,990,117
57,969,650 54,633,271
Capital and reserves ooooo
Share capital oag 34 110,576 108,315
Reserves oag 50,077,989 47,224,670
Equity attributable to owners oooooooooo
of the Company 50,188,565 47,332,985
Non-controlling interests goooo 36 7,781,085 7,300,286
Total equity gooog 57,969,650 54,633,271

The consolidated financial statements on pages 73 to 264 were approved
and authorised for issue by the Board of Directors on 23 March 2020 and are
signed on its behalf by:

O730026400000000000000
oboooooooocoooooooogod
oooooooood

Cheung Kwok Wing Chang Wing Yiu
oog ood
DIRECTOR DIRECTOR
on on
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
oougon

For the year ended 31 December 2019 0 D 0000000000 OOOOO

Attrbutable to owners of the Company
000ooooooo

Share-
Capial based Special Property Investment Non-
Share Share  redemption  payments suplus  Statutory  revaluaton ~ Goodwil  revaluation  Translation  Retained controling
captdl  premium Teserve feserve  account Teserve Teserve eserve reserve Teserve profits ~ Sub-fotal interests

00 0OCcoo oo oo 0o ooo
g0 oooo  oooo OooO OOODO DOOO OODCD OOOO 0OOOO DOOO oOo¢o oo 0ooo
HKS000  HKS'000  HKS000  HKS000  HKS000  HKS000  HK$000  HKS'000  HKS000  HKS000  HKS000  HK$000  HK$'000
0oo ooo ooo ooo ooo ooo oo ooo 0oo ooo ooo ooo
(Notea) ~ (Noteh) |
000a0 000bD

Balance at 1 January 2018 0ooooo
0000000 106645 5866532 191 2560 10594 705148 256370 1810841 109145 2066022 35103751 46039519 7,684201 53723720
Adjustments due to adopting new 0oooooo
standards ooo - - - - - - - - B - 58,772 - - -

Balance at 1 January 2018 (Restated) 00000000000

0moooo 106645 5866532 1911 2,560 1059 705148 2563710 1810841 50373 2066022 35162523 46039519 7684201 53723720
Profit for the year 0oooo - - - - - - - - - - 6075760 6075760 994440 7,070,200
Fair value loss on debt instruments 000o0ooo
atfai value through 0000000000
other comprehensive income ooooo = = - - - - - - (437,687) - - (37687) (96095 (533782

Reclassify to profit or loss upon disposal 00000000000
of debt instruments at fair value 000ooooooo

through other comprehensive income 0000000 - - - - - - - - (3.117) - - (3117) (461) (3578)
Exchange differences arising from 0oooooooa

translation to presentation curency 0000000 - - - - - - - - - (2086532 - (2086532  (24659) (2,333,128)
Exchange differences arising from 000o0ooo

translation of foreign operafions 00ooooo - - - - - - - - - (1259 - (125 81 (12209
Total comprehensive (expense) 00o0moao

income for the year 0ooo - - - - - - - - (440804) (2209055 6075760 3425901 651719 4077620

Issue of new shares from exerciseof 000000000

share options ooooo 16710 208371 - (2,560) - - - - - - - A48 -0
Final dividend for the year ended 0oooooa
31 December 2017 (Note 12) ooooooooooo
000MOo0120 - - - - - - - - - - (1,066,452 (1,066452) - (1,066,452
Interim dividend for the year ended 00000o0oonon
31 December 2018 (Note 12) 00000000000
moo1o - - - - - - - - - - (649801) (649,891 - (64989

Specialinterim dvidend for the year 0000000
ended 31 December 2018 (Note 12) ~ 00C000DD

000000000
oo - - - - - - - - - - [ALSTE)  (541576) - [(B45TH)
Acquisitons of additional 0000oooooo
interests in subsidiaries - - - - - - - (60,260 - - - (60.260) (464764 (525,024
Disposal of partial interests 000ooooooo
in a subsidiary - - - - - - - - - - 48066 26,329
Capital contrbuton from 000oooo
non-controling shareholders of 00000
a subsidiary - - - - - - - - - - - - 66,418 66,418
Dividends paid to non-controling 00000000
shareholders of subsidiaries nooooooa - - - - - - - - - - - - (685354) (685,35
Transfers to reserve ooooo - - - - - 508,05 - - - - (508,05 - - -
1670 208371 - 2,560) - 50805 - (81997 - - (2765974 (2132435 (1,035,634 (3,168,069)
Balance at 31 December 2018 0ooooo
0000000000 108315 6,074,903 1911 - 10594 1213203 2563710 1728844  (390431) (143033 38472300 47332985 7300286 54633271

goooooo
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ooooood

Attributable to owners of the Company
000000oooo

Share-
Capital based  Special Property Investment Non-
Share Share redemption payments  surplus  Statutory revaluation  Goodwill revaluation Translation  Retained controlling
capital  premium  reserve  reserve  account  reserve  reserve  reserve  reseve  reserve profits  Sub-fotal interests

00 00000 0o oo 0o poo
00 0000 DOOO pooo 000D 0Oooo popo 0000 000D DOOODOD DOOO 00 0ooo
HK$000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HK$000  HKS000  HKS000  HK$'000  HKS000  HKS000  HK$000
ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
(Notea)  (Noteh)  (Notec)  (Noted)
0D00a0 000D 000c¢D 0OO0dD

Balance at 1 January 2019 0ooooo
0000000 108315 6,074,903 1911 - 1059 1213208 256370 1728844 (300,431) (143033 38472300 47332985 7,300,286 54,633,271
Profit for the year 0oooo - - - - - - - - - - 3094421 3004421 674559 3,768,980
Fair value gain on debt instruments pooooooo
atfai value through other 0000000000
comprehensive income 0oooo - - - - - - - - 624507 = - G407 161840 786,35
Reclassif to profit or loss upon disposal 000000000
of debt instruments at fair value ooooooo
through other comprehensieincome 0000000000
il - - - - - - - - (11,79 - - (11799 (30347)  (142,140)
Fair value loss on equity instuments 00000000
at fair value through other pgooooooooo
comprehensive income 0oooo - - - - - - - - (838) = = (838) (368 (1,20)
(Gain on revaluation of properties, pooooo
plant and equipment upon transfer 000oooo
to investment properties 00000000 - - - - - - U = = = - U - U
Exchange difierences arising fiom 00ooooooo
translaton to presentationcureny 0000000 - - - - - - - = - (8024 - (40284 (42136  (412420)
Exchange differences arising fiom 000o0ooo
translaton of foreign operations 00o0ooo - - - - - - - = - M1 - M1 ) 4538
Total comprefiensive (expense) 0ooomoaoo
income for the year oooo = = - - - - 24211 - B11876 (386,155 3004421 3244353 760,966 4,005,319
Issue of new shares from exercise of 000000000
share options ooooo 2383 517,105 - (107,134 - - - - - - - 42354 - 412354
Recogniton of equity-settied oooooooo
share-based payments (Note 35] 000000030 - - - 102625 = > = = 2 = - 165 %6600 2023
Final dividend for the year ended 0oooooo
31 December 2018 (Note 12) 00o0o0o0o0o
000m0o010 - - - - - - - - > - (s (15820) - (me2)
Interim dividend for the year ended 00o0ooo
31 December 2019 (Note 12) ooooooooooo
000m0010 - - - - = - = = > - (303208 (303206) - (30320
Acquisitons of additional 00oooooooo
inerests n subsidares (ote 4805) 000480 - - - - - - - 102 - - - 10288 (44874 (414616)
Disposal of partil nterests in 0ooooooooo
asubsidary (Note 48(3) 00048p0 - - - - - - - 156492 - - - 156492 372765 529,267
Capita contrbution from 0oooooo
non-controling shareholders of ooooo
asubsidary - - - - - - - = = = = - 128000 128,000
Dividends paid to non-controling 000o0ooo
shareholders of subsidiaries 00000000 - - - - - - - - - - = - (A2067)  (452667)
Repurchase and cancellaion of 000ooooo
ordinary shares (Note 34) 000340 (122) (25156  (13811) - - - - - - - - (39,089 - (39,089
Transfers to reserve ooooo = = = - - 59141 - - - - (259,747) - - -
2061 491940 (13811 25491 - 2974 - 166750 - - (1,321,160)  (388,773)  (280,167)  (668,940)
Balance at 31 December 2019 0ooooa

0000COOOO0 110576 656682 (M0 25490 10504 1472050 200581 189554 120445 (59188 40245570 50188565 7781085 57,969650
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Notes:
(a) Special surplus account represents the difference between the nominal amount of

the shares issued by the Company and the nominal amount of the issued share
capitals of the subsidiaries which were acquired by the Company under the Group
reorganisation in 1993.

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

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

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

ooo
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80 KINGBOARD HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
oougon

For the year ended 31 December 2019 0 D000 O0OO0O0O0OO0OOOOO

2019 2018
ogoood ogoooa
HK$°000 HK$’000
ooo oo
OPERATING ACTIVITIES oooo
Profit before taxation ooooog 5,122,913 9,121,910
Adjustments for: ooo
Share of results of joint ventures 00000000 AdjustmenTjcaf083d14660e2F5 14HKd4c30e1161ae0bT23.3249:Adjustm
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CONSOLIDATED STATEMENT OF CASH FLOWS

goooogd
2019 2018
gooono gooood
HK$’000 HK$’000
oog goo
Cash generated from operations ooooooon 8,721,180 5,265,166
Other income taxes paid ooooooo (834,786) (1,713,663)
PRC Land Appreciation Tax (“LAT”) paid gpoooooooo
mooooom (523,748) (70,668)
Hong Kong Profits Tax paid ooooooo (71,835) (32,416)
NET CASH FROM OPERATING ooooooooog
ACTIVITIES 7,290,811 3,448,419
INVESTING ACTIVITIES oooo
Purchase of equity investments at ooooooooooooooo
fair value through profit or loss (1,495,441) (6,430,116)
Purchase of debt investments atfairvalue OO0000000O000000O00O
through other comprehensive income oooog (1,589,896) (5,429,438)
Acquisition of joint ventures gpooooo - (2,296,619)
Purchase of properties, gooooooooo
plant and equipment (2,093,742) (2,255,679)
Deposits paid for acquisition of 0ooooooooooooon
properties, plant and equipment and ooogd
investment properties (611,724) (332,890)
Purchase of investment properties gooooo (39,190) (173,346)
Purchase of equity investments of fairvalue 000000000000 O00OO
through other comprehensive income oooo - (156,000)
Payments for right-of-use assets goooooao (92,787) -
Prepaid lease payments made gpooooooo - (146,726)
Proceeds from disposal of 0oooooooooo
equity instruments at fair oooooooo
value through profit or loss - 6,541,115
Proceeds from disposal of a subsidiary 0ooooooooooooo 38 - 1,155,875
Proceeds from disposal oron maturityof OO00000O0O0O0O00O00O0O
debt instruments at fair value through ooomooomooon
other comprehensive income 3,600,136 1,006,100
Proceeds from disposal of properties, gooooDooooooooon
plant and equipment 305,119 -
Proceeds from disposal of ooooooooood
right-of-use assets 1,116 -
Interest received oooag 120,720 379,457
Loan to an independent third party ooDooooooo (600,000) -
Repayment received on entrusted loans opooooooo 127,458 160,056
Dividend received from an associate gooooooooo 184,043 131,018
Dividend received from a joint venture ooooooooodg 75,302 -
Net cash outflow arising on Joo0DOo0ooOoOooooon
acquisitions of subsidiaries 37 (1,445,540) (489,069)
NET CASH USED IN INVESTING oooooooooog
ACTIVITIES (3,554,426) (8,336,262)
ogoooooo
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CONSOLIDATED STATEMENT OF CASH FLOWS

goooooo

KINGBOARD HOLDINGS LIMITED

2019
ooooo

HK$’000
ooo

2018
ooooo

HK$’000
ooo

FINANCING ACTIVITIES oooo
New bank borrowings raised gooooo 10,344,987 11,377,103
Repayment of bank borrowings oooooo (13,470,267) (3,108,570)
Repayment of lease liabilities gooooo (2,342) -
Dividend paid on ordinary shares oooooooo (1,061,413) (2,257,919)
Dividends paid to non-controlling gooooood

shareholders of subsidiaries gooooooon (452,667) (685,354)
Interest and other finance charges paid Joooooooooo (849,201) (639,074)
Consideration paid for acquisition of oooooooooo

additional interests in subsidiaries oooog (414,616) (525,024)
Proceeds from the partial disposal of goooooooodg

a subsidiary gooag 529,257 26,329
Proceeds from exercise of share options ooooooooogo 412,354 207,481
Payment on repurchase of shares gooogo (39,089) -
Capital contribution from non-controlling goooooooooooo

shareholders of a subsidiary 128,000 66,418
NET CASH (USED IN) FROM ooomoomooooo

FINANCING ACTIVITIES (4,874,997) 4,461,390
NET DECREASE IN CASH AND goboooboboboobooo

CASH EQUIVALENTS (1,138,612) (426,453)
CASH AND CASH EQUIVALENTS gooooooooooo

AT THE BEGINNING OF THE YEAR 7,473,324 8,113,756
EFFECT OF FOREIGN EXCHANGE RATE oooooo

CHANGES (77,748) (213,979)
CASH AND CASH EQUIVALENTS AT THE oooooooooooon

END OF THE YEAR, REPRESENTING oooooooo

BANK BALANCES AND CASH 6,256,964 7,473,324
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ogooogod

For the year ended 31 December 2019 0 D 0000000000 OOOOO

1.

GENERAL

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

The Company is an investment holding company and the principal
activities of its subsidiaries are set out in Note 48.

The principal activities of its subsidiaries are the manufacture and
sales of laminates, printed circuit boards (“PCBs”), chemicals,
magnetic products, property development and investments
(“Properties”) and investment business.

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

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

New and amendments to HKFRSs that are mandatorily

effective for the current year

The Company and its subsidiaries (collectively referred to as the
“Group”) has applied the following new and amendments to HKFRSs
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA?”) for the first time in the current year:

HKFRS 16 Leases

HK(IFRIC) - Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Amendments to HKAS 28 Long-term Interests in Associates and
Joint Ventures

Amendments to HKFRSs Annual Improvements to HKFRSs

2015-2017 Cycle

1.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

2.

ANNUAL REPORT 2019

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

New and amendments to HKFRSs that are mandatorily

effective for the current year (continued)

Except as described below, the application of the new and
amendments to HKFRSs in the current year has had no material
impact on the Group’s financial positions and performance for the
current and prior years and/or on the disclosures set out in these
consolidated financial statements.

HKFRS 16 “Leases”

The Group has applied HKFRS 16 for the first time in the current year.
HKFRS 16 superseded HKAS 17 “Leases” (“HKAS 17”), and the
related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 “Determining whether an Arrangement contains
a Lease” and not apply this standard to contracts that were not
previously identified as containing a lease. Therefore, the Group has
not reassessed contracts which already existed prior to the date of
initial application.

For contracts entered into or modified on or after 1 January 2019,
the Group applies the definition of a lease in accordance with the
requirements set out in HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee
The Group has applied HKFRS 16 retrospectively with the cumulative
effect recognised at the date of initial application, 1 January 2019.

As at 1 January 2019, the Group recognised additional lease liabilities
and right-of-use assets at amounts equal to the related lease
liabilities adjusted by any prepaid lease payments by applying HKFRS
16.C8(bj(ii) transition. Any difference at the date of initial application
is recognised in the opening retained profits and comparative
information has not been restated.

KINGBOARD HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ooooooon

2.

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

HKFRS 16 “Leases” (continued)

As a lessee (continued)

When applying the modified retrospective approach under HKFRS
16 at transition, the Group applied the practical expedient to leases
previously classified as operating leases under HKAS 17, on lease-
by-lease basis, to the extent relevant to the respective lease contracts
that elected that not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12 months of the date
of initial application.

On transition, the Group has made the following adjustments upon
application of HKFRS 16:

When recognising the lease liabilities for leases previously classified
as operating leases, the Group has applied incremental borrowing
rates of the relevant group entities at the date of initial application. The
weighted average incremental borrowing rates applied by the relevant
group entities range from 2.56% to 4.75%.

BEEEAERAA

O000O000ogoono
ODO000000O000
O000000Odoo
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oono
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gooobOoooobOoboooooon
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gooobOoooobOoboooooon
oo

gooobOoooobOoboooooon
001000000000

gooobOoooobOoboooooon
gooobOoooobOoboooooon
gooobOoooobOoboooooon
gooobOoooobOoboooooon
0 2.56%0 4.75%(0

At
1 January
2019

obooooao

oooo
HK$’000

aoon

Operating lease commitments disclosed as at

oooooooooocooo

31 December 2018 ooooooooo 17,771
Less: Recognition exemption — short-term lease ooooooooooo (339)
17,432
Lease liabilities discounted at relevant incremental Oo0o0ooooooocoooooon
borrowing rates relating to operating leases recognised 00000160 000O0ooooooo
upon application of HKFRS 16 as at 1 January 2019 00oo0o0oooocooooooon 12,386
Analysed as oono
Current oad 2,111
Non-current ooo 10,275
12,386
goooooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ooooooboo

2. APPLICATION OF NEW AND 2. [QO0OO0OO0OO0OO0OOODOO
AMENDMENTS TO HONG KONG Ooodoooonoao
FINANCIAL REPORTING STANDARDS O000000Odoo
(“HKFRSS”) (continued)

HKFRS 16 “Leases” (continued) odooOobOooodt1eODnn
goo

As a lessee (continued) gpoomoo

The carrying amount of right-of-use assets for own use as at 1 JooooDooooooooooon

January 2019 comprises the following: oooooooo

Right-of-use
assets

goooo
HK$’000
aoono

Right-of-use assets relating to operatingleases OO0 000000000O016000

recognised upon application of HKFRS 16 000o0ooooooooooooon 12,386
Reclassified from prepaid lease payments ooooooooooo (@ 1,578,191
1,590,577

By class: oooooo
Leasehold land oooo 1,578,191
Leased properties oooo 9,588
Plant and machinery ooooo 2,798
1,590,577
(@ Upfront payments for leasehold lands in the PRC for own (@) Jdddoooooooao
used properties were classified as prepaid lease payments as Jddddoooooooao
at 31 December 2018. Upon application of HKFRS 16, the Jdddoooooooao
current and non-current prepaid lease payments amounting Jddddoooooooao
to HK$38,410,000 and HK$1,539,781,000 respectively were 600 0000000ODOO
reclassified to right-of-use assets. Jddddoooooooao

0 0003884100000 0O 0O
1,539,781,0000 O O

Effective from 1 January 2019, leasehold lands which were classified o0oooooooooooooon

as properties held for development are measured under HKFRS 16 at Jood0oooooooogoogo

cost less any accumulated depreciation and any impairment losses. jo0O0ole00000oOoOOoooOog
ooood

ANNUAL REPORT 2019 ‘



87

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

2.

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

HKFRS 16 “Leases” (continued)

As a lessor

In accordance with the transitional provisions in HKFRS 16, the
Group is not required to make any adjustment on transition for
leases in which the Group is a lessor but account for these leases in
accordance with HKFRS 16 from the date of initial application and
comparative information has not been restated.

(b) Upon application of HKFRS 16, new lease contracts entered
into but commence after the date of initial application relating
to the same underlying assets under existing lease contracts
are accounted as if the existing leases are modified as at
1 January 2019. The application has had no impact on the
Group’s consolidated statement of financial position at 1
January 2019. However, effective from 1 January 2019, lease
payments relating to the revised lease term after modification
are recognised as income on straight-line basis over the
extended lease term.

(c) Before application of HKFRS 16, refundable rental deposits
received were considered as obligations under leases to
which HKAS 17 applied under trade and other payables.
Based on the definition of lease payments under HKFRS 16,
such deposits are not payments relating to the right-of-use
assets and were adjusted to reflect the discounting effect at
transition. The discounting effect has no material impact on
the consolidated financial statements of the Group for the
current year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ooooooboo

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

HKFRS 16 “Leases” (continued)

As a lessor (continued)
There is no impact of transition to HKFRS 16 on retained profits as at
1 January 2019.

The following adjustments were made to the amounts recognised in
the consolidated statement of financial position at 1 January 2019.
Line items that were not affected by the changes have not been
included.

Non-current Assets goooo
Prepaid lease payments oooooo
Right-of-use assets ooooo
Current Assets good
Prepaid lease payments oooooo
Current Liabilities good
Lease liabilities ooog
Non-current Liabilities aoooo
Lease liabilities ooog

KINGBOARD HOLDINGS LIMITED

2. 0O00O0OOODOOOO
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Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16
31 December at 1 January
2018 Adjustments 2019
oooooo

oooo

ooo obooooo
goooo oooo
ooooooo 016000
oooooo oo oooo
HK$’000 HK$’000 HK$’000
ooo ooo oono

1,539,781  (1,539,781) -
- 1,590,577 1,590,577

38,410 (38,410) _

- 2,111 2,111

- 10,275 10,275
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

2.

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

New and amendments to HKFRSs in issue but not yet

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

HKFRS 17 Insurance Contracts!?

Amendments to HKFRS 3 Definition of a Business?

Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its

Associate or Joint Venture?

Amendments to HKAS 1 Classification of Liabilities as
Current or Non-Currents
Amendments to HKAS 1 Definition of Material*
and HKAS 8
Amendments to HKFRS 9, Interest Rate Benchmark Reform#

HKAS 39 and HKFRS 7

1 Effective for annual periods beginning on or after 1 January 2021.

2 Effective for business combinations and asset acquisitions for which
the acquisition date is on or after the beginning of the first annual period
beginning on or after 1 January 2020.

3 Effective for annual periods beginning on or after a date to be determined.
4 Effective for annual periods beginning on or after 1 January 2020.
5 Effective for annual periods beginning on or after 1 January 2022.

In addition to the above new and amendments to HKFRSs, a revised
Conceptual Framework for Financial Reporting was issued in 2018.
Its consequential amendments, “the Amendments to References to
the Conceptual Framework in HKFRS Standards”, will be effective for
annual periods beginning on or after 1 January 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

2.

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

New and amendments to HKFRSs in issue but not yet

effective (continued)
Amendments to HKAS 1 and HKAS 8 “Definition of Material”

The amendments provide refinements to the definition of material by
including additional guidance and explanations in making materiality
judgments. In particular, the amendments:

. include the concept of “obscuring” material information
in which the effect is similar to omitting or misstating the
information;

. replace threshold for materiality influencing users from “could

influence” to “could reasonably be expected to influence”; and

. include the use of the phrase “primary users” rather than
simply referring to “users” which was considered too broad
when deciding what information to disclose in the financial
statements.

The amendments also align the definition across all HKFRSs and will
be mandatorily effective for the Group’s annual period beginning on

ANNUAL REPORT 2019 .
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS

(“ H KFRSS”) (continued)

New and amendments to HKFRSs in issue but not yet

effective (continued)

Conceptual Framework for Financial Reporting 2018 (the
“New Framework”) and the Amendments to References to the

Conceptual Framework in HKFRS Standards
The New Framework:

. reintroduces the terms stewardship and prudence;

. introduces a new asset definition that focuses on rights and
a new liability definition that is likely to be broader than the
definition it replaces, but does not change the distinction

between a liability and an equity instrument;

- discusses historical cost and current value measures, and
provides additional guidance on how to select a measurement

basis for a particular asset or liability;

. states that the primary measure of financial performance is
profit or loss, and that only in exceptional circumstances other
comprehensive income will be used and only for income or
expenses that arise from a change in the current value of an

asset or liability; and

. discusses uncertainty, derecognition, unit of account, the

reporting entity and combined financial statements.

Consequential amendments have been made so that references
in certain HKFRSs have been updated to the New Framework,
whilst some HKFRSs are still referred to the previous versions of the
framework. These amendments are effective for the Group’s annual
period beginning on or after 1 January 2020. Other than specific
standards which still refer to the previous versions of the framework,
the Group will rely on the New Framework on its effective date in
determining the accounting policies especially for transactions, events
or conditions that are not otherwise dealt with under the accounting

standards.

Except for the new and amendments to HKFRSs mentioned
above, the Directors anticipate that the application of all other new
and amendments to HKFRSs will have no material impact on the

consolidated financial statements in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

3. SIGNIFICANT ACCOUNTING POLICIES

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

Ordinance.

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

Historical cost is generally based on the fair value of the consideration

given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-
based payment transactions that are within the scope of HKFRS 2
“Share-based Payment”, leasing transactions that are accounted for
in accordance with HKFRS 16 (since 1 January 2019) or HKAS 17
(before application of HKRFS 16), and measurements that have some
similarities to fair value but are not fair value, such as net realisable
value in HKAS 2 “Inventories” or value in use in HKAS 36 “Impairment

of Assets”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

For financial instruments and investment properties which are
transacted at fair value and a valuation technique that unobservable
inputs is to be used to measure fair value in subsequent periods,

‘ goooooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company

and its subsidiaries. Control is achieved when the Company:

. has power over the investee;

. is exposed, or has rights, to variable returns from its

involvement with the investee; and

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

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more of

the three elements of control listed above.

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

until the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling interests even
if this results in the non-controlling interests having a deficit balance.

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

Group’s accounting policies.

All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group

are eliminated in full on consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation (continued)

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein, which represent present ownership
interests entitling their holders to a proportionate share of net assets
of the relevant subsidiaries upon liquidation.

Changes in the Group’s interests in existing subsidiaries

Changes in the Group’s interests in subsidiaries that do not result in
the Group losing control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the Group’s relevant
components of equity and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries,
including re-attribution of relevant reserves between the Group and
the non-controlling interests according to the Group’s and the non-
controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling
interests are adjusted, and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of
the Company.

When the Group loses control of a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interests (if any) are
derecognised. A gain or loss is recognised in profit or loss and is
calculated as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value of any retained
interest and (i) the carrying amount of the assets (including goodwill),
and liabilities of the subsidiary attributable to owners of the Company.
All amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the subsidiary
(i.e. reclassified to profit or loss or transferred to another category of
equity as specified/permitted by applicable HKFRSs).

Business combinations

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

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

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

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

. liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured
in accordance with HKFRS 2 “Share-based Payment” at the
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

3. SIGNIFICANT ACCOUNTING POLICIES 3. 00000 Ooon

(continued)
Business combinations (continued) Oo00ooo
Non-controlling interests that are present ownership interests gooooooooooooooog
and entitle their holders to a proportionate share of the relevant gooooooooooooooog
subsidiary’s net assets in the event of liquidation are initially measured gooooooooooooooog
at the non-controlling interests’ proportionate share of the recognised gooooooooooooooog
amounts of the acquiree’s identifiable net assets or at fair value. gooooood
Acquisition of a subsidiary not constituting a business oooooooooooooo
When the Group acquires a group of assets and liabilities that do go00o0o0obO0ooDoDOoDOOooOooD
not constitute a business, the Group identifies and recognises the go00o0o0obO0ooDoDOoDOOooOooD
individual identifiable assets acquired and liabilities assumed by go00o0o0obO0ooDoDOoDOOooOooD
allocating the purchase price first to investment properties which are go00o0o0obO0ooDoDOoDOOooOooD
subsequently measured under fair value model and financial assets/ o0@moooooooooomoo
financial liabilities at the respective fair values, the remaining balance go00o0o0obO0ooDoDOoDOOooOooD
of the purchase price is then allocated to the other identifiable assets ooooooooooooooooo
and liabilities on the basis of their relative fair values at the date of go0o0oDO0bO0ooDOobDOooOooD
purchase. Such a transaction does not give rise to goodwill or bargain go00o0DOOoDoDOoOooOooDoOOooono
purchase gain. oo
Goodwill oo
Goodwill arising on an acquisition of a business is carried at cost as 0ooooooooooooooon
established at the date of acquisition of the business (see accounting Jdo0o0mooooooooomao
policy above) less accumulated impairment losses, if any. oooomoomoo
For the purposes of impairment testing, goodwill is allocated to each dood0ooooooooooooo
of the Group’s cash generating units (“CGUs”) (or groups of CGUs) dood0ooooooooooooo
that is expected to benefit from the synergies of the combination, 0000noooooooOooog
which represent the lowest level at which the goodwill is monitored Oooooooooooooooon
for internal management purpose and not larger than an operating doodo0oooooooooooo
segment. ooooooooo
A CGU (or group of CGUs) to which goodwill has been allocated o0o0oooooooomoon
is tested for impairment annually or more frequently when there is 00000 muooooooooo
an indication that the unit may be impaired. For goodwill arising on 0o0oooooooooooooao
an acquisition in a reporting period, the CGU (or group of CGUs) to doodo0oooooooooooo
which goodwill has been allocated is tested for impairment before the o0oo0ooooooooooooan
end of that reporting period. If the recoverable amount is less than its O0o000ooooomoooooo
carrying amount, the impairment loss is allocated first to reduce the Oooooooooooooooon
carrying amount of any goodwill and then to the other assets of the Oooooooooooooooon
unit on a pro rata basis on the carrying amount of each asset in the doodo0oooooooooooo
unit (or group of CGUSs). doodo0oooooooooooo
Ooooomooooooooom
ooooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

3.

ANNUAL REPORT 2019

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Goodwill (continued)

On disposal of the relevant CGU or any of the CGU within the group
of CGUs, the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal. When the
Group disposes of an operation within the CGU (or a CGU within a
group of CGUs), the amount of goodwill disposed of is measured on
the basis of the relative values of the operation (or the CGU) disposed
of and the portion of the CGU (or the group of CGUs) retained.

The Group policy for goodwill arising on the acquisition of an associate
and a joint venture is described below.

Investments in an associate and joint ventures

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

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

The results and assets and liabilities of an associate and joint ventures
are incorporated in these consolidated financial statements using
the equity method of accounting. The financial statements of an
associate and joint ventures used for equity accounting purposes are
prepared using uniform accounting policies as those of the Group
for like transactions and events in similar circumstances. Under the
equity method, an investment in an associate or a joint venture is
initially recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group’s share of
the profit or loss and other comprehensive income of the associate
or joint venture. Changes in net assets of the associate/joint venture
other than profit or loss and other comprehensive income are not
accounted for unless such changes resulted in changes in ownership
interest held by the Group. When the Group’s share of losses of
an associate or joint venture exceeds the Group’s interest in that
associate or joint venture (which includes any long-term interests that,
in substance, form part of the Group’s net investment in the associate
or joint venture), the Group discontinues recognising its share of
further losses. Additional losses are recognised only to the extent
that the Group has incurred legal or constructive obligations or made

payments on behalf of the associate or joint venture.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooooon

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Investments in an associate and joint ventures (continued)

An investment in an associate or a joint venture is accounted for using
the equity method from the date on which the investee becomes an
associate or a joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost of the investment
over the Group’s share of the net fair value of the identifiable assets
and liabilities of the investee is recognised as goodwill, which is
included within the carrying amount of the investment. Any excess
of the Group’s share of the net fair value of the identifiable assets
and liabilities over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the period in which the
investment is acquired.

The Group assesses whether there is an objective evidence that the
interest in an associate or a joint venture may be impaired. When
any objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance
with HKAS 36 “Impairment of Assets” as a single asset by comparing
its recoverable amount (higher of value in use and fair value less costs
of disposal) with its carrying amount. Any impairment loss recognised
is not allocated to any asset, including goodwill, that forms part of the
carrying amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the extent that the
recoverable amount of the investment subsequently increases.

When a group entity transacts with an associate or a joint venture of
the Group, profits and losses resulting from the transactions with the
associate or joint venture are recognised in the Group’s consolidated
financial statements only to the extent of interests in the associate or
joint venture that are not related to the Group.

3.

BEEEAERAA

0000 Oooo

gboboboobobobon

ooo

oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo
oooooooOoooooooooo

goooooo



100

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

3.

ANNUAL REPORT 2019

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance obligation
is satisfied, i.e. when “control” of the goods or services underlying the
particular performance obligation is transferred to the customer.

A performance obligation represents a good or service (or a bundle
of goods or services) that is distinct or a series of distinct goods or
services that are substantially the same.

Control is transferred over time and revenue is recognised over time
by reference to the progress towards complete satisfaction of the
relevant performance obligation if one of the following criteria is met:

. the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

. the Group’s performance creates or enhances an asset that

the customer controls as the Group performs; or

. the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to
date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

The revenue of the Group arising from sales of laminates, PCBs
and chemicals is recognised at a point in time. Under the transfer-
of-control approach in HKFRS 15, revenue from these sales is
recognised when customer acceptance has been obtained, which is
the point of time when the goods are delivered based on the agreed
shipping terms and the location specified by the customers, and when
the customer has the ability to direct the use of these products and
obtain substantially all of the remaining benefits of these products.

The revenue of the Group arising from sales of properties in the
ordinary course of business is recognised at a point in time when the
customer obtains control of the respective properties.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue from contracts with customers (continued)
Revenue from hotel accommodation is recognised over time.

Revenue from property investment and licence fee income will be
accounted for accordance with HKFRS 16 (since 1 January 2019)
or HKAS 17 (before application of HKFRS 16), whereas dividend
income and interest income from investments will be accounted for in
accordance with HKFRS 9.

A contract liability represents the Group’s obligation to transfer
goods, properties or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the
customer.

Existence of significant financing component

In determining the transaction price, the Group adjusts the promised
amount of consideration for the effects of the time value of money if
the timing of payments agreed (either explicitly or implicitly) provides
the customer or the Group with a significant benefit of financing the
transfer of goods or services to the customer. In those circumstances,
the contract contains a significant financing component. A significant
financing component may exist regardless of whether the promise of
financing is explicitly stated in the contract or implied by the payment
terms agreed to by the parties to the contract.

For contracts where the period between payment and transfer of the
associated goods, properties or service is less than one year, the
Group applies the practical expedient of not adjusting the transaction
price for any significant financing component.

For advance payments received from customers before the transfer
of the associated goods, properties or services in which the Group
adjusts for the promised amount of consideration for a significant
financing component, the Group applies a discount rate that would be
reflected in a separate financing transaction between the Group and
the customer at contract inception. The relevant interest expenses
during the period between the advance payments were received and
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3.

ANNUAL REPORT 2019

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases

Definition of a lease (upon application of HKFRS 16 in accordance
with transitions in note 2)

A contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange
for consideration.

For contracts entered into or modified or arising from business
combinations on or after the date of initial application, the Group
assesses whether a contract is or contains a lease based on
the definition under HKFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will not be reassessed
unless the terms and conditions of the contract are subsequently
changed.

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2)

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more
additional lease or non-lease components, the Group allocates the
consideration in the contract to each lease component on the basis
of the relative stand-alone price of the lease component and the
aggregate stand-alone price of the non-lease components.

The Group also applies practical expedient not to separate non-lease
components from lease component, and instead account for the
lease component and any associated non-lease components as a
single lease component.

Short-term leases

The Group applies the short-term lease recognition exemption to
leases of leased properties that have a lease term of 12 months or
less from the commencement date and do not contain a purchase
option. Lease payments on short-term leases are recognised as
expense on a straight-line basis or another systematic basis over the
lease term.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)
The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

Right-of-use assets

Except for short-term leases, the Group recognises right-of-use assets
at the commencement date of the lease (i.e. the date the underlying
asset is available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

The cost of right-of-use asset includes:

the amount of the initial measurement of the lease liability;

. any lease payments made at or before the commencement
date, less any lease incentives received;

. any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring the
site on which it is located or restoring the underlying asset
to the condition required by the terms and conditions of the
lease.

Except for those that are classified as investment properties and
measured under fair value model, right-of-use assets are depreciated
on a straight-line basis over the shorter of its estimated useful life and
the lease term.

The Group presents right-of-use assets that do not meet the definition
of investment property or inventory as a separate line item on the
consolidated statement of financial position. Right-of-use assets that
meet the definition of investment property or inventory are presented
within “investment properties” and “properties held for development”
respectively.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in

accordance with transitions in note 2) (continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
and initially measured at fair value. Adjustments to fair value at initial
recognition are considered as additional lease payments and included

in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not

readily determinable.

The lease payments include:

any lease incentives receivable;

. variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at the

commencement date;

. amounts expected to be payable by the Group under residual

value guarantees;

. the exercise price of a purchase option if the Group is

reasonably certain to exercise the option; and

. payments of penalties for terminating a lease, if the lease term
reflects the Group exercising an option to terminate the lease.

After the commencement date, lease liabilities are adjusted by interest

accretion and lease payments.

ANNUAL REPORT 2019 .
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)
The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

Lease liabilities (continued)
The Group remeasures lease liabilities (and makes a corresponding
adjustment to the related right-of-use assets) whenever:

. the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at the
date of reassessment.

. the lease payments change due to changes in market rental
rates following a market rent review, in which cases the
related lease liability is remeasured by discounting the revised
lease payments using the initial discount rate.

The Group presents lease liabilities as a separate line item on the
consolidated statement of financial position.

Lease modifications
The Group accounts for a lease modification as a separate lease if:

. the modification increases the scope of the lease by adding
the right to use one or more underlying assets; and

. the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone
price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease,
the Group remeasures the lease liability based on the lease term of
the modified lease by discounting the revised lease payments using a
revised discount rate at the effective date of the modification.

The Group accounts for the remeasurement of lease liabilities by
making corresponding adjustments to the relevant right-of-use asset.
When the modified contract contains a lease component and one or
more additional lease or non-lease components, the Group allocates
the consideration in the modified contract to each lease component
on the basis of the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease components.

3.

BEEEAERAA

0000 Oooo

OMoo
ooooooomooooz20o000
ooooooooooOo0O00ien
oooo

ooomon
oooooooOoooooooooo
oomooooooOooooooao
oom

. oooobooooooboon
ooboobooooooboon
oobooooooooboon
cobooooooooboon
oooooooooo

. cooooooooocoooo
cooooooooocoooo
oooooooooocoooo
oooooooooocoooo
ooooooo

gooobOoooobOoboooooon
gboooo

ooonon
oooooooooooooooono
ooooooooo

. cooooooooocoooo
oooooooooocoooo
ooad

. oooooooooobooDn
oooobooooooboon
ooboobooooooboon
ooobOoooboooooan
og

oooooooOoooOooooooo
oooooooOoooOooooooo
oooooooOoooOooooooo
oooooooocooooooon

gobooO0ooOoooOooooooon
gooobOoooobOobOoooon
gooobOoooobOoboooooon
gooobOooOoobobooooon
gogoobOooOooboboooon
gbgooboooobobooooaon
oooooooo

goooooo



106

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
goooboooo

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)
The Group as a lessee (prior to 1 January 2019)

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to

the leasee. All other leases are classified as operating leases.

Operating lease payments, including the cost of acquiring land held
under operating leases, are recognised as an expense on a straight-

line basis over the lease term.

The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance
or operating leases. Whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership of an
underlying asset to the lessee, the contract is classified as a finance

lease. All other leases are classified as operating leases.

Rental income from operating leases and licence fee income are
recognised in profit or loss on a straight-line basis over the term of
the relevant lease and licence agreement. Initial direct costs incurred
in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset, and such costs are recognised
as an expense on a straight-line basis over the lease term except for

investment properties measured under fair value model.

Rental income which are derived from the Group’s ordinary course of

business are presented as revenue.

Leasehold land and building

When the Group makes payments for a property interest which
includes both leasehold land and building elements, the entire
consideration is allocated between the leasehold land and the building
elements in proportion to the relative fair values of the leasehold
interests in the land element and building element at initial recognition.

To the extent the allocation of the relevant payments can be made
reliably, interest in leasehold land that is accounted for as an operating
lease is presented as “right-of-use assets” (upon application of
HKFRS 16) or “prepaid lease payments” (before application of HKFRS
16) in the consolidated statement of financial position except for those
that are classified and accounted for as investment properties under
the fair value model. When the consideration cannot be allocated
reliably between the non-lease building elements and undivided
interest in the underlying leasehold land, the entire properties are

classified as property, plant and equipment.

ANNUAL REPORT 2019 .

3.

KINGBOARD HOLDINGS LIMITED

0000 Oooo

Uooo
gboooooomoooooooo
ooo
goooooooooooooooo
goooooooooooooooo
ooooooooooooooooo
ooooo

goooomoooooooooo
gooooommoooooooooD
goooo

oooooooo

oooooooo
goooooooooooooooo
goooooooooooooooo
goooooooooooooooo
ooooooooooooooooo
oooooooooo

ooooooooooooooogoo
gooobooooobobooooon
goooboooooboboooooon
goooboooooboboooooo
goooboooooboboooooon
goooboooobobooooon
goao

goooooooooooooooo
oooooo

goooogn
gbooooooomooooooo
odoooODoooooooobboooo
ooooooooooooooooo
ooooooooooooooogoo
ooooo

goooboooooboboooooon
goooboooooboboooooo
ooooomoooboooooooo
goooobooboleooboo0OoOo
ooooooooooooboied
omoooooooboooooooo
goooooooooooooooo
goooooooooooooooo
oooooooooooooooo
ooooooogd



107
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leasehold land and building (continued)

The Group transfers “right-of-use assets” (upon application of HKFRS
16) or “prepaid lease payments” (before application of HKFRS 16) to
properties held for development when there is a change of intention to
hold the properties for the Group’s redevelopment rather than owner
occupation. The previous carrying amount of the “right-of-use assets”
(upon application of HKFRS 16) or “prepaid lease payments” (before
application of HKFRS 16) assets becomes the cost of properties held
for development upon the date of transfer.

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

Investment properties are initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured at their fair values, adjusted to
exclude any prepaid or accrued operating lease income.

Gains or losses arising from changes in the fair value of investment
properties are included in profit or loss in the period in which they
arise.

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

3.
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3.

ANNUAL REPORT 2019

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Properties held for development

Properties held for development which are intended to be sold upon
completion of development are classified as current assets. Except
for the leasehold land element which is measured at cost model
in accordance with the accounting policies of right-of-use assets
upon the application of HKFRS 16, properties held for development
are carried at the lower of cost and net realisable value. Cost is
determined on a specific identification basis including allocation of
the related development expenditure incurred and where appropriate,
borrowing costs capitalised. Net realisable value represents the
estimated selling price for the properties less estimated cost to
completion and costs necessary to make the sales.

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

The Group transfers properties held for development for sale to
properties, plant and equipment when there is a change of intention
to hold the properties for the Group’s own use rather than for sale in
the ordinary course of business. Its previous carrying amount of the
properties becomes the deemed cost upon transfers to properties,
plant and equipment.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Properties, plant and equipment

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

Freehold lands are net depreciated and are measured at cost less
subsequent accumulated impairment losses.

Properties, plant and equipment in the course of construction for
production, supply or administrative purposes, are carried at cost
less any recognised impairment loss. Costs include any costs directly
attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

If a property becomes an investment property because its use has
changed as evidenced by end of owner-occupation, any difference
between the carrying amount and the fair value of that item (including
the relevant leasehold land under HKFRS 16 or prepaid lease
payments under HKAS 17) at the date of transfer is recognised in
other comprehensive income and accumulated in property revaluation
reserve. On the subsequent sale or retirement of the property, the
relevant revaluation reserve will be transferred directly to retained
profits.
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Properties, plant and equipment (continued)

Artwork are stated at cost less impairment loss, if any. No
depreciation is provided as the artwork are held primarily for office
aesthetics with no intention to sell and are high value paintings with
indefinite useful lives and estimated residual values of not less than

their costs.

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

for on a prospective basis.

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

carrying amount of the asset and is recognised in profit or loss.

Licenced properties, plant and equipment

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

any.

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

estimate accounted for on a prospective basis.
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Intangible assets
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are recognised
separately from goodwill and are initially recognised at their fair value

at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a
business combination with finite useful lives are reported at costs less
accumulated amortisation and any accumulated impairment losses,
on the same basis as intangible assets that are acquired separately.

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

derecognised.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are determined on a weighted average method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs necessary

to make the sale.

Licenced inventories

Licenced inventories shown as either other non-current assets or
other current assets in the consolidated statement of financial position

are stated at cost less impairment, if any.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on properties, plant and equipment, right-

of-use assets and intangible assets other than goodwill
At the end of the reporting period, the Group reviews the carrying
amounts of its properties, plant and equipment, right-of-use assets
and intangible assets with finite useful lives to determine whether there
is any indication that these assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the relevant
asset is estimated in order to determine the extent of the impairment

loss, if any.

The recoverable amount of properties, plant and equipment, right-
of-use assets and intangible assets are estimated individually. When
it is not possible to estimate the recoverable amount individually, the
Group estimates the recoverable amount of the CGU to which the

asset belongs.

In addition, corporates assets are allocated to individual cash
generating units when a reasonable and consistent basis of allocation
can be established, or otherwise they are allocated to the smallest
group of CGUs for which a reasonable and consistent allocation basis
can be established. The Group assesses whether there is indication
that corporate assets may be impaired. If such indication exists, the
recoverable amount is determined for the CGU or group of CGUs to
which the corporate asset belongs, and is compared with the carrying

amount of the relevant CGU or group of CGUs.

Recoverable amount is the higher of fair value less costs of disposal
and value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset (or a CGU) for which the

estimates of future cash flows have not been adjusted.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on properties, plant and equipment,
right-of-use assets and intangible assets other than

goodwill(continued)

If the recoverable amount of an asset (or a CGU) is estimated to be
less than its carrying amount, the carrying amount of the asset (or
a CGU) is reduced to its recoverable amount. For corporate assets
or portion of corporate assets which cannot be allocated on a
reasonable and consistent basis to a CGU, the Group compares the
carrying amount of a group of CGUs, including the carrying amounts
of the corporate assets or portion of corporate assets allocated to that
group of CGUs, with the recoverable amount of the group of CGUs.
In allocating the impairment loss, the impairment loss is allocated first
to reduce the carrying amount of any goo