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CORPORATE INFORMATION
ooog
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FINANCIAL HIGHLIGHTS
oo

FY 2020
ooooo

ogooo
HK$'millionO O OO

: oS
KINGBOARD-HOLDINGS LIMITED

FY 2019

ooooao

ooood
HK$'milion 0 0O 0O O

Revenue aooad 43,510.3 41,160.9 +6%
EBITDA*
Hoobooooo 10,059.2 8,245.9 +22%
gpoooooox
Profit before tax* goooo* 7,912.1 5,565.0 +42%
Net profit attributabletoowners OO 00000000
of the Company
— Underlying net profit* gpoooorx 4,685.8 3,415.8 +37%
— Reported net profit ooooo 4,702.9 3,094.4 +52%
Basic earnings per share gooooo
— Based on underlying net profit* gooooooor HK$4.241 HK$3.146 +35%
— Based on reported net profit oooooooo HK$4.257 HK$2.850 +49%
Dividend per share for the year gooooo HK228 cents HK138 cents +65%
— Interim dividend per share ooooooo HK28 cents HK28 cents -
— Proposed final dividend pershare OO0 O0O0000O HK100 cents HK60 cents +67%
— Proposed special final dividend ooooooooooon
posea sp HK100 cents HK50 cents  +100%
per share
Net asset value per share gooooo HK$50.5 HK$45.4 +11%
Net gearing ooooo 18% 31%
* Excluding: * good
(1) Loss on fair value changes of investment properties with gross amount of (1) ooooooOooooOooooooo

HK$5.4 million, net amount of HK$5.2 million after share of non-controlling
shareholders and deferred tax (2019: Gain on fair value changes of
investment properties with gross amount of HK$6.3 million, net amount

of HK$1.1 million after share of non-controlling shareholders and deferred
tax).

) A share-based payment in 2019 of HK$229.2 million, net amount of
HK$199.8 million after share of non-controlling shareholders and deferred
tax (2020: Nil).

(3) Gain on disposal of subsidiaries in 2020 with gross amount of HK$29.8

million, net amount of HK$22.4 million after share of non-controlling
shareholders and deferred tax (2019: Nil).

(4) Written off of property, plant and equipment in 2019 with gross amount
of HK$219.1 million, net amount of HK$122.7 million after share of non-
controlling shareholders (2020: Nil).

Non-GAAP financial measures adopted for illustrating the changes and effect
resulting from operation of business activities only
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FINANCIAL HIGHLIGHTS
oood
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CHAIRMAN’S STATEMENT
ooog

BUSINESS REVIEW

On behalf of the board of directors (the “Board”) of Kingboard Holdings
Limited, | am delighted to report the full-year performance of the Company
and its subsidiaries (the “Group”) for the financial year ended 31 December
2020 (the “Period under Review”).

2020 was out of the ordinary, with the outbreak of the coronavirus pandemic
and the uncertain geopolitical environment adding downward pressure to
the world economy, rendering the business environment more complex
and volatile. However, on the back of a strategy underpinning a diversified
business portfolio, the Group was able to leverage on the synergies
derived from its vertical operations, upstream through to downstream. The
management team’s forward-looking market planning and cost control efforts
also helped underscore the Group’s brilliant performance.

In a market clouded by a weak economy and waning consumption, the
electronics industry displayed decent resilience as demands for different
end-user products were gradually unleashed. The market bloom during
the second half of the year injected a further stream of momentum into the
electronics manufacturing industry. Premised on the vertically integrated
production model of the Laminates Division, the Group adopted a proactive
sales and marketing strategy to grasp the opportunities stemming from the

B ANNUAL REPORT 2020



CHAIRMAN’S STATEMENT
oood

BUSINESS REVIEW (continued)

During the Period under Review, revenue of the Group increased 6% to
HK$43,510.3 million, posting an underlying net profit (excluding non-recurring
items) of HK$4,685.8 million, up significantly by 37%. The Group maintained
a robust financial position, and the Board has therefore proposed a final
dividend of HK100 cents per share and a special final dividend of HK100
cents per share, subject to approval by the Shareholders of the Company.
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CHAIRMAN’S STATEMENT
oo0od

PERFORMANCE

Laminates Division: On the back of a sound vertical production model,
the Group has established market-leading positions for its laminates and
upstream materials such as glass yarn, glass fabric and copper foil, in terms
of production scale and technological standards. The first half of the year
saw a weak demand in the electronics market, but the division demonstrated
a strong competitive edge based on its cost advantage. As the demand for
electronic products picked up approaching the second half, our orders for
laminates rose substantially, with monthly shipment volume breaking an all-
time high. Whilst demands for upstream materials grew fast, their supply did
not manage to catch up, shooting up these products’ prices and thus that
of laminates. Since the division is self-sufficient in all upstream materials,
it managed to translate the price increase of laminates into enhanced
profitability. Segment revenue (including inter-segment sales) went up by
1% to HK$16,592.9 million. Earnings before interest, tax, depreciation and
amortisation (“EBITDA”) surged by 40% to HK$3,914.3 million.

PCBs Division: Despite the global economic impact of the coronavirus
pandemic, the electronics market has not been short of demand. Following
a spike in the demand for remote work in the first half of the year, sales of
computer-related products rocketed. When the Mainland economy revived
in the second half, pent-up demands for home appliances and cars were
gradually released. With a market-oriented strategy, the division successfully
capitalised on these demand changes to achieve orders and facilities
utilisation growth. Drawing on its experience in high-end, high-density inter-
connected PCBs, the division seized the opportunity to optimise its product
mix. By strengthening its in-depth cooperation with leading downstream
factories, the division made a major stride forward into the high-end and
high-value-adding market segment. Driven by increased utilisation rates
and an optimised product portfolio, the division was able to enjoy increased
profitability. Division revenue soared 10% to HK$10,551.1 million, while
EBITDA was up by 53% to HK$1,677.6 million. During the Period under
Review, the Group completed the privatisation of Elec & Eltek International
Company Limited, a subsidiary listed on the Singapore Exchange Securities
Trading Limited (“SGX”) and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

Chemicals Division: Capacities of the chemicals industry remained relatively
stable, with prices guided mainly by changes in demand. As the Mainland
economy returned to the growth track, domestic demand thrived and drove
up the prices of such major chemical products. Prices jumped across all our
products, in particular during the latter half of the year, with profit margins
rising significantly. The Group ceased production of coke and methanol in
Xingtai City, Hebei Province during the Period under Review, leading to a 21%
decrease in division revenue (including inter-segment sales) to HK$10,558.9
million. Nevertheless, with significant expansion in the profit margins of the
other major chemical products, EBITDA reached HK$1,543.4 million on a
13% rise.
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CHAIRMAN’S STATEMENT
oo0od

LIQUIDITY AND CAPITAL RESOURCES

(continued)

The Group continued to adopt a prudent financial management policy. It did
not enter into any material derivative financial instruments, nor did the Group
have any material foreign exchange exposure during the Period under Review.
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 2020, the Group employed a global workforce
of approximately 36,000 (31 December 2019: 39,000). In addition to
offering competitive salary packages, the Group grants share options
and discretionary bonuses to eligible employees based on the Group’s
overall financial 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 has helped nurture
middle and senior managers over the years. In addition, the Group recruits
potential-filed 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 new impetus to the
Group’s long-term development.

CONTINGENT LIABILITIES

(@) The Group provided guarantees amounting to approximately
HK$586,022,000 (2019: HK$708,163,000) as at 31 December 2020
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 2020 and 31
December 2019.
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CHAIRMAN’S STATEMENT
oood

CONTINGENT LIABILITIES (continued)

(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 Kingboard Laminates Holdings
Limited (“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”).

On 22 October 2020, the Group filed in an application for striking out
part of the Petitioner’s claim under the Settlement Action (the “Strike-
Out Application”). The Strike Out Application is currently listed to be
heard on 28 April 2021.

Based on the advice of the Company’s Bermuda Counsel to date,
the directors are of the opinion that the Settlement Action appears
to be intrinsically defective and that the Company has a more than
reasonable chance to succeed. Accordingly, no provision for liability
has been made in connection with this claim.
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PROSPECTS

We teem with confidence in the Group’s development in 2021. In the first
quarter of 2021, the Group continued its strong performance at the end of
last year. According to preliminary unaudited operating data, the Group’s
turnover in the first two months increased significantly compared with the
same period last year, and its profit was several times that of the same period
last year. The management expects that the business growth momentum will
remain strong throughout the year. Grasping opportunities from the global
‘new development model’, the Group will stay steadfast to the synergistic
development of its diversified portfolio of businesses. While committed to
cost control, it is keen
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CHAIRMAN’S STATEMENT
oood

P ROS P ECTS (continued)

Chemicals Division: With crude oil prices treading a dynamic path,
and a reduction in chemicals import to China due to overseas capacities
contraction, both trends are conducive to the development of the Mainland’s
chemicals industry. As the Mainland economy recuperates step by step with
domestic demand flourishing, the price of chemical products will be further
stimulated. The division is committed to improving the use of resources
and enhancing environmental protection. It will continue to fully utilise
existing facilities on a low-carbon production model as it seeks to increase
profitability. Having ploughed its way through the years in the chemicals
industry, the Group has accumulated rich experience in the supply chain of
phenol acetone, caustic soda and acetic acid. Around these three supply
chains, the Group is mapping out various critical investment projects that will
yield handsome long-term returns.

Property Division: With the aim of expediting capital recovery, the division
will speed up the sales of the residential project in eastern China. Following
the expiration of the rent-free period for the commercial properties within the
project neighbouring the high-speed railway station in Kunshan City, Jiangsu
Province, stable rental income is expected to be generated for the division.

ACKNOWLEDGEMENT

On behalf of the Board, | wish to take this opportunity to extend my sincere
gratitude for the unreserved support from all Shareholders, customers, banks,
the management and staff members over the previous year.

Cheung Kwok Wing
Chairman
Hong Kong, 22 March 2021
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
ooooooboogon

EXECUTIVE DIRECTORS Oood

Mr. CHEUNG Kwok Wing, aged 65, BBS, is the chairman and a co-founder of goooooes0ooooooooooog
the Group. He was the chairman and a non-executive director of Elec & Eltek goopooooooobOooobooboog
International Company Limited (“EEIC”), which is a subsidiary of the Company goOonoooomooobooooog
listed on SGX and dual-listed on the Stock Exchange until delisted on 25 Oo0o0o0o0ooooooooooooooo
September 2020 up to 1 August 2019. Mr. Cheung was the chairman and Jooooooooooooooooog
director of Kingboard Copper Foil Holdings Limited which is the subsidiary 0d0ooo0o0ooooOooooooooooo
of the Company (listed on the SGX until delisted on 10 June 2019) up to 3 gooooOoOooooobooooooobooog
January 2012. Mr. Cheung is a director of Hallgain Management Limited, a jooodooooooogooogoooag
substantial shareholder of the Company. Mr. Cheung is the brother of Ms. goooooooooooooooboog
Cheung Wai Lin, Stephanie, the cousin of Mr. Cheung Kwong Kwan, the Hallgain Management Limited0 O O O Hallgain
brother-in-law of Mr. Chang Wing Yiu and Mr. Ho Yin Sang and the father of Management LimitedOD O O OO OO OO0
Mr. Cheung Ka Shing. Mr. Cheung had over 13 years’ experience in the sales goopooopoooobOooobooboog
and distribution of electronic components including laminates prior to the Ogooooooooooooooooooo
establishment of the Group. Mr. Cheung is responsible for the overall strategic goopooopoooobOooobooboag
planning of the Group and sets the general direction and goals for the Group. goooooooOoooooobooooo
Mr. Cheung won the Young Industrialist Award of Hong Kong 1993, which WBOODODODODODODODODODOOOOO0OOO0O0
was organized by the Federation of Hong Kong Industries and was described dooo0o0ooooooooooooooo
as “far-sighted, enterprising, and having insight in the business”. Mr. Cheung goopooopoooobOooobooboag
was the winner of the DHL/SCMP Hong Kong Business Award, accredited JooodooDoooooom@moooooo
with the Owner-Operator Award in 2006. In 2011, Mr. Cheung was awarded MooobooooD0o0oobbomooooboog
the Honorary University Fellowships of The University of Hong Kong. In 2013, goooooobDHLODOOODDOODDOO
Mr. Cheung was appointed as a member of the National Committee of the goopooopoooobOooobuoooboog
Chinese People’s Political Consultative Conference of The People’s Republic JooooooooooDoOoooDoooog
of China. In 2017, Mr. Cheung was awarded the Bronze Bauhinia Star in goopooopoooobOooobuoooboog
Hong Kong Special Administrative Region. goopooopoooobOooobuoooboog
oooooooooooooooo

Mr. CHANG Wing Yiu, aged 54, is the managing director of the Group. He goooboos4opooooooooooon

is the brother-in-law of Mr. Cheung Kwok Wing and Ms. Cheung Wai Lin, Oo0oooooooooooooooooo
Stephanie and the uncle-in-law of Mr. Cheung Ka Shing. He joined the Group Oo0oooooooooooooooooo
in 1989 and has over 31 years’ experience in laminates production. Mr. gopooobooDbOooooOo31ooooag

Chang graduated from the Hong Kong Polytechnic University with a higher d0ooo0o0ooooooooooooooo
diploma in marine electronics. He is responsible for the Group’s phenol/ JoooooooooDooOooDooooog
acetone plant in Yangzhou, Jiangsu province and in Huizhou, Guangdong gooooopoooobOoooboooboog
province. He was re-designated from a non-executive director to an executive gooooooOooOooooooooooo
director of EEIC with effect from 1 August 2014. gooooooo

Mr. CHEUNG Kwong Kwan, aged 56, is the cousin of Mr. Cheung Kwok gooooose00DO0oOoDOOOODOO
Wing and Ms. Cheung Wai Lin, Stephanie and the uncle of Mr. Cheung Ka goooooooooooooooboog
Shing. He joined the Group in 1988 and has been working in the PCB industry gooooopooooobOooobuoooboog
since 1984 with particularly extensive experience in marketing components gooooopooooobOooobuoooboog
and materials required for PCB production. Mr. Cheung is responsible for d0oo0o0ooOooooooooooooo
the Group’s chemical business operations and property developments in Oo0oooooooooooooooooo
southern China. oooo
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Oo00o0oooooooon

EXECUTIVE DIRECTORS (continued)

Mr. HO Yin Sang, aged 66, 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.

Ms. CHEUNG Wai Lin, Stephanie, aged 50, 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 33, 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 57, 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 64, 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 65, 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. CHAN Wing Kee, GBM, GBS, OBE, JP, aged 74, 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 50
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;
Member of the Selection Committee of the Hong Kong Special Administrative
Region; 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.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

(continued)

Mr. Stanley Chung Wai Cheong, aged 51, has appointed as independent
non executive director of the Company on 31 October 2020. Mr. Chung
graduated with a Bachelor of Commerce Degree from the University of
Melbourne in 1993. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants and is a certified practicing accountant of CPA
Australia. Mr. Chung possesses over 25 years’ experience in accounting
and financial management. He had also served as the financial controller for
a number of listed companies in Hong Kong between 1997 and 2010, and
as the Chief Financial Officer in Asia for both private and public multinational
companies over the past decade. He is currently the General Manager and
Regional Finance Director of AMI Hong Kong Holdco Limited. Mr. Chung was
appointed as the financial controller and company secretary of the Company
from 1997 to 2001, and as an independent non-executive director of EEIC
from 2011 to 12 October 2020.

SENIOR MANAGEMENT

Mr. LO Ka Leong, aged 47, 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
73.17% 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 2020 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 2020.

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 45, 19 and
20 respectively to the consolidated financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2020 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.

B ANNUAL REPORT 2020

:‘/ < N‘%

KINGBOARD-HOLDINGS LIMITED

goobboooboooobooobooobbo
gbooboooooooboooboo

oood

gbooboooocoboooboooooooooo
gbooboooocoboooboooooooooo
000450190200

oood

gooboooboooboboooboooboboo
gbooooooobomoooomoooo
gbooboobooooooo

gogoooboood
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gboooooogo

oooo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
gbooboobooooooon

oooo
gooboooboooobooobooobbo
gooboooboooobooobooobbo
goobooobooooboooboobobo
goobooobooooboooboobobo
goobooobooooboooboobobo
goobooobooooboooboobobo
oo

gboooo
goobooobooooboooboobobo
goobooobooooboooboobobo
goobooobooooboooboobobo
gooboooboooobooobooobobo
gboooooogo




DIRECTORS’ REPORT
oo0oon

BUSINESS REVIEW

N .
HEBHERA T

ooooooo I






DIRECTORS’ REPORT
oo0oon

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 2020, the Group held in aggregate approximately
HK$7,865 million investments in securities instruments, representing 8%
of the total asset of the Group as at 31 December 2020. These securities
investment 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 securities 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

The following table sets out the important investments held by the Group goopooooooobOooobooboog
as at 31 December 2020. None of the value of the following or any other Oo0o0o0o0ooooooooooooooo

securities investments of the Company was on standalone or aggregate basis Oo0o0o0o0ooooooooooooooo
5% or more of the total assets of the Company as of the end of the reporting oo0ooooos%00o00
period:

Fair value
as at % to the Bond
Number of %of  Investment 31 December Group's interestfor  Gain (loss)  Unrealised
Name of investments bondheld  bonds held cost 2020 total assets theyear ondisposal gain (loss)
gooooo

ooo
ooo gooo oo 000 00000 ooo
0ooo 0000 0000 DOOOOD 0000 0000 00mODo
HK$'000 HKS'000  HK$'000 HKS'000  HK$000 000

oo 0oo ooo 0oo 0oo ooo

Bonds fisted on Singapore Exchange Securities Trading 00C000000MOO00000
Limited (*SGX-ST") by Country Garden Holdings Limited 0000020070 00000000

(HK stock code: 2007) 0000D000mmoonoa
fixed coupon interest 7.125% per annum and 00007.12500000000000

maturity date in January 2022 goooooo 20,500 4.8% 159,431 168,951 0.2% 18,458 46,659 9,520

Bond listed on SGX-ST by Guangzhou R&F 0oooooooooomooooooa

Properties Co., Ltd. (HK stock code: 2777): 000002rmmooooooooo
() fixed coupon rate of 5.875% per annum and () 0OO0O58750000000

maturity date in February 2023 0oooooooooo 38,000 16% 285,485 261,412 0.3% 5,702 (67,713) (24,405)
(i) fixed coupon rate of 8.75% per annum and ) 0ODO8m0000000

maturity date in January 2021 goooooooooo 12,041 24% 93,708 97,766 0.1% 8,244 16,500 4,058
(i) fixed coupon rate of 7% per annum and fi) oooo7o00000D

maturity date in Aprl 2021 ooooooooooo 26,000 43% 202,800 202,832 0.2% 17,943 21 32
(iv) fixed coupon rate of 8.875% per annum and vy 00OO88750000000

maturity date in September 2021 noooooooooo 18,500 9.3% 144,232 148,740 0.2% 11,482 16,583 4,508
(v) fixed coupon rate of 12.375% per annum and (v 0000123750000000

maturity date in November 2022 gooooooooooo 100,000 21.8% 780,000 801,287 0.9% 13,4687 - 21,281
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INVESTMENTS (continued)

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

Based on the announcements of CGH dated 20 September 2018, the senior
notes (“CGH January 2022 Senior Notes”) were issued by CGH in September
2019, and due in January 2022. The CGH January 2022 Senior Notes
are listed on the SGX-ST 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.

According to the announcement of annual results for the year ended 31
December 2020 of CGH, as at 31 December 2020, its group’s net gearing
ratio increased from 46.3% that as at 31 December 2019 to 55.6%.
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INVESTMENTS (continued)

Based on the announcements of GRFP dated 13 November 2017, 4 January
2019, 18 April 2018, 19 September 2018 and 12 November 2020: (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; (ii) 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, (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; and (v) the senior notes
due November 2022 (“GRFP November 2022 Senior Notes”) were issued by
GRFP in November 2020, and due in November 2022. The GRFP November
2022 Senior Notes are listed on the SGX and carry on interest of 12.375%
per annum and interests are payable semi-annually. The net proceeds from
the GRFP November 2022 Senior Notes were mainly for refinancing medium
to long-term debt that will be due within one year.

According to the announcement of annual result for the year ended 31
December 2020 of GRFP, the net debt to total equity ratio of GRFP
decreased to 130% at 31 December 2020 from 199% at 31 December 2019.
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INVESTMENTS (continued)

For further information of the business and financial performance of the
above companies, please refer to the report and announcements referred
in the above paragraphs. Please also refer to the respective publications of
the above companies from time to time for updates on their prospects and
performances. The report and announcements referred above do not form
part of this annual report and do not constitute any publication issued by, or
any opinion, advice or view of, the Company or any of the Directors.

The Group’s Investment Strategy for These Investments

By leveraging our experience in sales and rental properties, our major
investments have focused mainly on the securities instruments of issuers
engaging in the properties sector. Our investment objectives is to generate
stable additional interest income.

PROPERTIES, PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of the movements during the year in the issued share capital of the
Company are set out in Note 31 to the consolidated financial statements.
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TAX RELIEF

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

PURCHASE, SALE OR REDEMPTION OF
SHARES

During the year, the Company purchased 2,016,000 Shares on the Stock
Exchange for an aggregate consideration of HK$44,948,120 before expenses
pursuant to the share buy-back mandate approved by our shareholders at the
annual general meeting held on 27 May 2019 and 25 May 2020. The bought-
back Shares were subsequently cancelled. The purchase was effected by the
Board for the enhancement of shareholder value in the long term. Details of
the shares purchases are as follows:

oood

goooooooboooooooooooo
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oboooooouoo
oo

gooboooboooobooobooobbo
gooboooboooobooobooobbo
goooooobooobooobooboo
O0o0D00449481200 000000000
20160000 0000CO0O0DODOOOOOOOO
gooboooboooobooobooobbo
gboobooooooog

Purchase consideration per share

gooooo
Highest Lowest No. of shares Aggregate
Date of purchase price paid price paid purchased consideration
oood ogoood ogoood gooooo goooo
HK$ HK$ HK$
oo oo og
9 January 2020 24.85 24.20 500,000 12,314,450
goooooooo
30 March 2020 17.82 17.62 580,000 10,297,830
ooooooooog
2 April 2020 17.76 17.76 29,500 523,920
goooooooo
12 June 2020 20.25 19.80 300,000 6,006,220
ooooooooog
3 November 2020 26.40 26.35 300,000 7,918,775
ooooooooog
9 November 2020 25.75 25.70 306,500 7,886,925
ooooooooog
Total 2,016,000 44,948,120
oo
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PURCHASE, SALE OR REDEMPTION OF
SHARES (continued)

During the year, the Group has, by way of a voluntary conditional cash offer,
purchased 49,289,543 ordinary shares of EEIC with an aggregate sum of
HK$875,382,000. EEIC was listed on the main Board of SGX and main board
of the Stock Exchange. Following the abovementioned purchase, EEIC was
delisted from the Official List of SGX and Stock Exchange on 25 September
2020.

Please refer to the joint announcement of the Company and EEIC dated 3
April 2020 and the announcement of EEIC dated 6 and 18 August 2020 and 1,
4, 21 and 24 September 2020 for details.

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

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company’s reserves available for distribution to Shareholders as at 31
December 2020 comprised the retained profit of HK$53,443,000 (2019:
retained profit of HK$150,435,000).

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 2020, the sum of the retained profits and the share premium
of the Company amounted to approximately HK$6,619,303,000 (2019:
HK$6,717,287,000).
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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

Mr. Stanley Chung Wai Cheong

(resigned on 31 October 2020)

(appointed on 31 October 2020)

At the forthcoming annual general meeting of the Company, each of
Mr. Chang Wing Yiu, Mr. Cheung Ka Shing and Mr. Chen Maosheng,
being executive Directors and Dr. Chong Kin Ki and Mr. Stanley Chung
Wai Cheong, 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 82 and
Article 92 of the Company’s articles of association. Mr. Chang Wing Yiu, Mr.
Cheung Ka Shing and Mr. Chen Maosheng, being executive Directors, and
Dr. Chong Kin Ki and Mr. Stanley Chung Wai Cheong, 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).
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DIRECTORS’ INTERESTS IN SHARES

At 31 December 2020, the interests of the Directors and their associates
in the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”)), as recorded in the register maintained by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:
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ooogoo

goooooooboooooooooooo
gooooooooooboo@muooooboo
gobonooooooooOooxvomooo
goooooooboooooooooooo
goboos3sz0oooooooooooooo
gboooooooboooooooooooo
ooboooooooooooooon

Long position

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

Name of Director

Mr. Cheung Kwok Wing (Note 1)
oooomoolg

Mr. Chang Wing Yiu (Note 2)
gooomoozd

Mr. Cheung Kwong Kwan
oooood

Mr. Ho Yin Sang (Note 3)
Ogooomoosd

Ms. Cheung Wai Lin, Stephanie (Note 4)
oooomooag

Mr. Cheung Ka Shing
oooood

Mr. Cheung Ming Man
oooood

Dr. Chong Kin Ki

oooood

Mr. Chan Wing Kee

oooood

oo

o

Number of
issued
Capacity Shares held
ooooo
oooo
Beneficial owner/interest of spouse 8,924,405
gooooooood
Beneficial owner/Interest of spouse 9,087,228
gooooooood
Beneficial owner 4,457,000
goooo
Beneficial owner/Interest of spouse 4,186,700
gooooooood
Beneficial owner/Interest of spouse 2,339,000
gooooooood
Beneficial owner 1,941,000
goooo
Beneficial owner 35,000
goooo
Beneficial owner 200,000
goooo
Beneficial owner 285,000
goooo

goooooooCOOOOOMO

Approximate
percentage of
the issued
share capital

of the Company
oooag
gooono
gooooo

0.8071%
0.8218%
0.4031%
0.3786%
0.2115%
0.1755%
0.0032%
0.0181%

0.0258%

ooooooo I
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DIRECTORS’ INTERESTS IN SHARES

(continued)

Long position (continued)

(a)

(b)

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

(continued)
Notes:
1) Out of the 8,924,405 Shares, 8,638,905 Shares were held by Mr. Cheung

Kwok Wing and 285,500 Shares were held by his spouse.

(2) Out of the 9,087,228 Shares, 8,416,488 Shares were held by Mr. Chang
Wing Yiu and 670,740 Shares were held by his spouse.

(3) Out of the 4,186,700 Shares, 3,312,500 Shares were held by Mr. Ho Yin
Sang and 874,200 Shares were held by his spouse.

4 Out of the 2,339,000 Shares, 2,319,000 Shares were held by Ms. Cheung
Wai Lin, Stephanie and 20,000 Shares were held by her spouse.

Share options of the Company (“Share Options”)

Name of Director

Capacity

oooo oooo

Mr. Ho Yin Sang

ooooo ooooo
Mr. Cheung Ka Shing Beneficial owner
ooooo ooooo
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Beneficial owner

00000 Oooo

Uooo

(a)

(b)

goooooooACOOOoDOMO

gmaoo
ooo

(1) 0089244050 0000000
8,638,9050 0 0000000OODO
oooozsss0000000000
oo

2 009087220 0 0 00000
8,416,4880 00000000000
ooooevo,7400 00000000
oo

(3) 0041867000 DO ODOOOO0
33125000 00000000000
ooOoosr42000 00000000
oo

(4) 00233000 0000000
2,319,0000 00000000000
gooozo000000000000
oo

gboooOooooond

Interest in
underlying Shares
pursuant to the
Share Options
goooa
ogooooooo

1,500,000

1,520,000
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DIRECTORS’ INTERESTS IN SHARES

(continued)

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

(c)

Name of Director

Mr. Cheung Kwok Wing (Note 1)
oooomooio

Mr. Chang Wing Yiu (Note 2)
oooomooao

Mr. Ho Yin Sang (Note 3)
oooomooso

Mr. Cheung Kwong Kwan

dooo
gooobooobooobobooooo
gooooADbOOOOODIOODOO
goot

Capacity

Beneficial owner/Interest of spouse
gooobogoooono

Beneficial owner/Interest of spouse
gooobogoooono

Beneficial owner/Interest of spouse
gooobogoooono

Beneficial owner

ooogo goooo
Mr. Cheung Ka Shing Beneficial owner
ooogo goooo
Ms. Cheung Wai Lin, Stephanie Beneficial owner
ooogo goooo

Note:

1) Out of the 6,939,500 KLHL Shares, 6,459,500 KLHL Shares were held
by Mr. Cheung Kwok Wing and 480,000 KLHL Shares were held by his
spouse.

2) Out of the 15,532,500 KLHL Shares, 14,732,500 KLHL Shares were
held by Mr. Chang Wing Yiu and 800,000 KLHL Shares were held by his
spouse.

() Out of the 5,200,000 KLHL Shares, 4,200,000 KLHL Shares were held by

Mr. Ho Yin Sang and 1,000,000 KLHL Shares were held by his spouse.

- =

BEEEERAD A

HO00U0O0O0UOooo

Approximate
percentage

Number of of the issued
issued KLHL share capital
Shares held of KLHL
ooooaa oooooo
ooooaa goooa
oooao oooooo
6,939,500 0.2224%
15,532,500 0.4978%
5,200,000 0.1667%
2,000,000 0.0641%
2,379,000 0.0763%
2,000,000 0.0641%

ooo

0o0e939500000000000
ooooeds95000 0000000
000000000000 n480,000
oooooooooooooooo

O0i155325000 00000000
0000147325000 0000000
0000000000000 800,000
0000000000000000

Oos52000000 00000000
0O 0004200000000000
oooooooooOoooooao
10000000 00000000000
oooo

ooooooo I
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DIRECTORS’ INTERESTS IN SHARES 000000 Ooon

(continued)
Long position (continued) Oooo
(d) Non-voting deferred shares of HK$1 each in the share (d) Joodooouooooogooogo
capital of Kingboard Laminates Limited, a non-wholly owned O0o0o0ooo0oooood10o0000o
subsidiary of the Company gooooo
Number of
non-voting
deferred
Name of Director Capacity shares held
(Note)
gooooo
gooooo
ooog
Mr. Cheung Kwok Wing Beneficial owner 1,904,400
gpoooo goooo
Mr. Chang Wing Yiu Beneficial owner 423,200
gpoooo goooo
Mr. Cheung Kwong Kwan Beneficial owner 846,400
gpoooo goooo
Mr. Ho Yin Sang Beneficial owner 529,000
gpoooo goooo
Note:  None of the non-voting deferred shares of Kingboard Laminates Limited are 000 0O00O0O0oOOoOoOoOoOoOoOoOoOoOO
held by the Group. Such deferred shares carry no rights to receive notice 0oo0oo0oooooooooooo
of or to attend or vote at any general meeting of Kingboard Laminates 000000ooooooooooog
Limited and have practically no rights to dividends or to participate in any 00000000000000000
distribution on winding up. ooooooOooooooooooo

O00o0o00o0o0oooo

Other than as disclosed above, none of the Directors nor their Jo0ooDOoooooooooooon
associates had any interests or short positions in any shares, Joooooooooooooooo
underlying shares or debentures of the Company or any of its goo0D00Ooo0ooooomoooo
associated corporations (within the meaning of Part XV of the SFO) JooooooxXxvOomooooooo
as at 31 December 2020. Further details of the share options of the Joooooooooooooooo
Company and its subsidiaries and the Directors’ interests in them are 0ooo0o0ooooooooooog
available in the section headed “Share Options” in and note 32 to the Jo00bOOooooooobooooon
consolidated financial statements of this Report. 000D ooooooooooog
320
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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 32 to the
consolidated financial statements.

Under the Scheme of the Company, on 16 September 2020 and 30
November 2020, an aggregate of 2,650,000 share options were exercised
at the exercise prices of HK$17.304 per share with closing market price
of HK$26.75 and HK$30.10 on the immediately preceding business days
respectively and weighted average closing prices of HK$26.25 and HK$29.64
on the immediately preceding five business day respectively.

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

>
o

P et

-

BEEEERAD A

oo

goooooooboooooooooooo
mooooodboooomooooooo
0320

goooooooboooooooooooo
goboooooodoooobonn2,e50,0000
gbooooooboi1z3o4b00oooooood
gboooooooboooooooooboooo
ooooooobobOze7s500030.100
gooooooooooooboonOze2sod
029.64000

oooooooooooboooooooooon

Outstanding Outstanding
as at as at
1 January Granted Exercised 31 December
2020 during the year during the year 2020
oooooo oooooo
oooo oooooon
oooo oooo

Category 1: Directors 010000
Mr. Ho Yin Sang goooo 1,500,000 - - 1,500,000
Ms. Cheung Wai Lin, Stephanie goooo 1,750,000 - (1,750,000) -
Mr. Cheung Ka Shing goooo 1,980,000 - (460,000) 1,520,000
5,230,000 - (2,210,000) 3,020,000
Category 2: Employees 020000 440,000 - (440,000) -
Total for all categories gooooo 5,670,000 - (2,650,000) 3,020,000

Under the Scheme of KLHL, on 11 September 2020, 18 September 2020,
14 October 2020, 10 November 2020 and 23 November 2020, an aggregate
of 39,000,000 KLHL share options were exercised at the exercise price of
HK$8.39 per share with closing market prices of HK$10.30, HK$10.84,
HK$12.32, HK$11.62 and HK$12.60 on the immediately preceding business
days respectively and weighted average closing prices of HK$10.72,
HK$10.52, HK$11.11, HK$12.39 and HK$12.39 on the immediately
preceding five business day respectively when the KLHL options were
exercised.

goooooooooooooboooo
gboooOoooooboooboooooobooono
gboooOoooooboooboooooobooono
gooooooOooooosgoo0,000000
gbooooooooos3oooooooo
gboooOoooooooooooobDoono
gboooooboooboooDblosobdnrosad
00123200011.620 00126000000
goobooobooobooobooio7200010.52
gobi1111000123900012.39000

ooooooo I
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SHARE OPT'ONS (continued)

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

U0 Oooo

gobooooooooooooobogo

Outstanding Outstanding

as at as at

1 January Granted Exercised 31 December

2020 during the year during the year 2020

oooooo oooooo

oooo oooooon

oooo ooooo ooooo oooo

KLHL Directors and employees gooobooooo 39,000,000 - (39,000,000) -
Total oo 39,000,000 - (39,000,000) -

Save as disclosed, no share option was exercised during the year under
review. There was no share option granted, 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 44 to the consolidated financial statements, (a) there is no
transaction, arrangement or contract of significant subsisting during or at the
end of 31 December 2020 in which a Director or a 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 2020, 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

Hallgain Management Limited (“Hallgain”) Beneficial owner
(Noten O O O ooooo
FMR LLC Investment manager
oooo
Fidelity Purition Trust Investment Manager
oooo
L) The letter “L” denotes a long position.

Note:  As at 31 December 2020: (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 2020 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.

| ’ﬁ
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Oood

gooooooooooboboobs3sedond
goooooooboooooooooooo
goooboooomooooocooooboo
oobomoooooooooocoooooboo
gooooooooooo

Approximate

percentage

Number of of the issued
issued share capital
Shares held of the Company
oooo

ooooo ooooo
oooo oooooo
438,943,500 (L) 39.69%
110,740,321 (L) 10.01%
88,588,921 (L) 8.01%

) oLmooooo

000 00000000000000(@H)0 0 HallgainO
OO00OHallgainDOOOOOO0OOO0OOOODO
000000000000 000HallgainOd O
0o0o0oooooooooooooogoo
0000000HallgainD 00O

goooboooobooooboboooboooboobo
goooboooobooooboboooboooboobo
oobDoOo0ooOoOoxvooz2no30o000o00o
goobooobooobobooobooobooboo
gooooooooOossuuooooooo
gbooboooooboooboooobooboo
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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
2020, 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

On 3 January 2020, Golden Concept Development Limited, a non-wholly
owned subsidiary of the Company entered into a preliminary sale and
purchase agreement (the “Sale and Purchase Agreement”) with Mr. Zhang
Guanghui, for the sale of an apartment under the Cavaridge Project. The
transaction constituted as a non-exempt connected transactions (which are
also related party transactions) within the meaning of Chapter 14A of the
Listing Rules.

The following table sets out the information of the property to be sold under
the Sale and Purchase Agreement:

oood

goooooooboooooooooooo
ooooooooooOodoooA410000
gboooooooboooooooooboooo
gboooooooboooooooooboooo
gboooooobooboooboloooooo
oooooooocoooooo

gboooooooboooooooooboooo
ooooooooooooooo

oood

gooboooboooboboooboooboboo
gooboooboooboboooboooboboo
goooooooooboooboooboOonoo
gdodooooobobboooouAbOond
gooooooomoooooooom

gbooboooooboobooobooboo

Major connected relationship
with the Company

ooooooooooo

Mr. Zhang Guanghui
an executive Director

gboooo gbooobooobooobo

Note:  The sale of the apartment under The Cavaridge Project includes also residential car

parking space.

In 2020, 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:
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Brother of Mr. Cheung Kwong Kwan,

Saleable size Consideration

goooo oo
(sq.ft.) (HK$)
ooooo oooo
2,233 44,716,000
(Note)
good

000 DO00O000000000000000000
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CONNECTED TRANSACTIONS (continued)

(@

KHL/Hallgain Purchase Framework Agreement

On 25 October 2019, the Company and Hallgain (controlling
shareholder of the Company) 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
2020 to 31 December 2022. 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.

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 2020 are set out in
the table below. Details of the KHL/Hallgain Purchase Framework
Agreement were disclosed in the Company’s joint announcement
dated 25 October 2019.

BEEEERAT

U000 Ogoo

(@

OO0O00ODOHallgainDCODOOODO
oooooooooooooooo
OHallgail OO0 000000000
000000 00000HallgainO 0O
ooooOonooooooooooo
oooooooooooooooo
0O00000OHallgainDOOO00O0O
MHallgainD D OO O0DOO0O00O0O0O
goooooooooooooooo
O0OHallgainDOOOOO0OO0OO0O0OO
ooooooooooooooooo
00000000000HallgainO0O
ooooooooooooooooo
oomooooooboooooOoOoo
HallganD OO OOOOOOOO0O

O0OHallgainDOOOOOO0OO0O0OO
goooooooooooooooo
0014A0000000HallgainC 00O
goooooooooooooooo
oooo

O000COHallgainDOOOO0OO0OOO
ooooooooooooooooo
ooooooooooooooooo
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CONNECTED TRANSACTIONS (continued)

(b)

KLHL/Hallgain Supply Framework Agreement

On 25 October 2019, KLHL and Hallgain entered into a supply
framework agreement (the “KLHL/Hallgain Supply Framework
Agreement”) pursuant to which the KLHL Group agreed to supply
copper and laminates to the Hallgain Group from 1 January 2020
to 31 December 2022. Under the KLHL/Hallgain Supply Framework
Agreement the amount to be supplied is not fixed but is to be
determined and agreed between the parties from time to time. The
actual quantity, specification and price (with reference to the prevailing
market price) of the products under the KLHL/Hallgain Supply
Framework Agreement will be subject to the individual orders placed
by the Hallgain Group with the KLHL Group.

The transactions contemplated under the KLHL/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 2020 are set out in the table below.
Details of the KLHL/Hallgain Supply Framework Agreement were
disclosed in the Company’s joint announcement dated 25 October
2019, and KLHL's circular dated 21 November 2019.
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CONNECTED TRANSACTIONS (continued)

(c)

KLHL/Hallgain Purchase Framework Agreement

On 25 October 2019, 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 2020 to 31 December
2022. 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 2020 are set out in
the table below. Details of the KLHL/Hallgain Purchase Framework
Agreement were disclosed in 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 2020 are set
out in the table below.

UO0O0Oqoo

goooooooboooooooooooo
goooooooboooooooooooo
ooooooon

Amounts Annual caps
od oooo
HK$’000 HK$’000
ooo ood
(i) Purchase of copper balls and drill bits from () OO0 000 OO OO Hallgain 601,436 610,000
the Hallgain Group by the Group under 0000000HallganO OO0
the KHL/Hallgain Purchase Framework goooo
Agreement
(i) Sales of coppers and laminates to the () oooooDoooooooooo 315,451 568,000
Hallgain Group by the KLHL Group under HallgainO O 0 O O O O Hallgain O
the KLHL/Hallgain Supply Framework oooooooo
Agreement
(i) Purchase of drill bits and machineries from (i) D0 0000000000000 213,809 345,000

the Hallgain Group by the KLHL Group
under the KLHL/Hallgain Purchase
Framework Agreement

ooooooboo

HallgainO O 0 O O O O Hallgain O

The amounts of the above transactions did not exceed the corresponding
annual caps for the financial year ended 31 December 2020 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, according to agreement governing them 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 2020 disclosed by the Group
from pages 36 to 40 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 2020:

(@) 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 2020.

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 32
to the consolidated financial statements.

The remuneration paid to a senior management (excluding the directors)
during the year ended 31 December 2020 was within the following band:
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Number of senior

management

HK$2,000,001 or above

2,000,0010 000 O
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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 2020.

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

Save for the share option scheme of the Company, no equity-linked
agreement was entered into by the Group, or existed during the year under
review.

AUDITOR

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

On behalf of the Board
Cheung Kwok Wing
CHAIRMAN

22 March 2021
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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 2020, 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 2020.
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A. DIRECTORS
The Board

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

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

The Board (continued)

During the year under review, the Board had held four meetings
and the Company held an annual general meeting. The Directors’
attendance at Board meetings, Board committees’ meetings and the
general meeting was as follows:
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DI RECTO RS (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 (resigned on 31 October 2020)

Chan Wing Kee

Stanley Chung Wai Cheong (appointed on 31 October 2020)

Ms. Cheung Wai Lin, Stephanie is the sister of Mr. Cheung Kwok
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DI RECTO RS (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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DI RECTO RS (continued)

Responsibilities of Directors (continued)

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

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

During the year under review, the Directors also participated in the
following trainings:

Name of Directors
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Attending or participating in
the briefing session/seminars/
programmes relevant to

the business/directors’ duties
ooooooooon
goo0ooobooooboboooo

Executive Directors oood

Cheung Kwok Wing (Chairman) oowooo v
Chang Wing Yiu (Managing Director) oowoooooo v
Cheung Kwong Kwan ooo v
Ho Yin Sang ooo v
Cheung Wai Lin, Stephanie ooo 4
Cheung Ka Shing ooo v
Chen Maosheng ooo v
Independent non-executive Directors goooooo

Cheung Ming Man 000 4
Chong Kin Ki ooo v
Leung Tai Chiu (resigned on 31 October 2020) 00oooooooooooooooo -
Chan Wing Kee ooo v
Stanley Chung Wai Cheong (appointed on 31 October 2020) 00moooooooooooooooo v

The Directors confirmed that they have complied with A.6.5 of the CG
Code on Directors’ training for the year ended 31 December 2020.

Mr. Leung Tai Chiu was resigned as director before the sessions/
seminars/programmes held by the Company, but has participated in
other trainings and development in relation to directors’ duties.
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DI RECTO RS (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. Stanley Chung
Wai Cheong 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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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 161 to 165 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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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 64 to 70 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
monitoring of controls and restrict the unauthorised use of the
Group assets;

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

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

. an internal audit function, which reports directly to the Audit
Committee, is in place to determine whether the above
procedures are properly carried out.
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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 2020, 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.

BEEEERAT

C. OUOUOUOOnoo

gbooooooobooboooog
oono

goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
gboobooooooooon

goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
goooboobooobobooooon
gbooogoo

ooooooo I



Y
‘\f

> 56

CORPORATE GOVERNANCE REPORT
oooooo

B ANNUAL REPORT 2020

C. UUOUOUOOooo

gooon

e \Q\\‘;*’M
KINGBOARD-HOLDINGS LIMITED



CORPORATE GOVERNANCE REPORT
BRI EERE

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
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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 oooo
Audit services oooo
Non-audit services ooooo

(i)  Tax services () O0Oooo

(i) Other services (comprising compliance review, (i)
internal control review and ESG report)

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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Amount (HK$)
Oomooo

12,750,000

852,000
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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. Stanley Chung Wai Cheong (Chairman), Dr. Chong Kin Ki
and Mr. Cheung Ming Man.

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 2019 and
interim financial results and report for the six months ended
30 June 2020 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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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. Cheung Ming Man
(Chairman), Dr. Chong Kin Ki and Mr. Stanley Chung Wai Cheong 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

B ANNUAL REPORT 2020

:‘/ < N‘%

KINGBOARD-HOLDINGS LIMITED

D. bdddoouogd

oogn
ooooooooooooooooo
ooooooooooooooooo
ooooooooooooooooo
ooooooooooooooooo
ooooooooooooooooo
oooooooooooooooo
ooooooooooooooooo
ooooooooooooooooo
oooooo

gooono
gooobooobooobobooooo
gooooooooooooooon
gooobooobooobobooooo
gooobooobooobobooooo
gooobooobooobobooooo
gooobooobooobobooooo
gooobooobooobobooooo
goooo

goooboooboooboboooooo
goomobmooboooooooo
gooobooooobobooooo
goooooooooobooooon
oo

. ooooooobooobooo
ooooooobooobooo
ooooooobooobo

. ooooooobooobooo
oooooooobooooboo

. ooooooobooobooo
ooooooobooobooo
oooooo

. ooooooobooobooo

gooooooobooo

. ooooooobooobooon
ooooooboooomoo
o




CORPORATE GOVERNANCE REPORT
BRI EERE

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. Chang Wing Yiu,
Mr. Cheung Ka Shing and Mr. Chen Maosheng, being executive
Directors and Mr. Chong Kin Ki and Mr. Stanley Chung Wai Cheong,
being independent non-executive Directors, shall be subject to
retirement by rotation at the forthcoming annual general meeting of
the Company. Mr. Chang Wing Yiu, Mr. Cheung Ka Shing and Mr.
Chen Maosheng, being executive Directors and Mr. Chong Kin Ki and
Mr. Stanley Chung Wai Cheong, 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 and criteria adopted by
the Nomination Committee to select and recommend candidates for
directorship.

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

The Board has adopted a board diversity policy in accordance with
the CG Code. The policy aims to achieve diversity on the members of
the Board. In designing the Board’s composition, a number of aspects
would be considered, including but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills,
knowledge and length of service.
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E. COMMUNICATION WITH
SHAREHOLDERS

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

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

OPINION

We have audited the consolidated financial statements of Kingboard Holdings
Limited (the “Company”) and its subsidiaries (collectively referred to as “the
Group”) set out on pages 71 to 272, which comprise the consolidated
statement of financial position as at 31 December 2020, and the consolidated
statement of profit or loss and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2020,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by HKICPA. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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KEY AUDIT MATTERS (continued)

Key audit matter
oooooo

BEEEERAT
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How our audit addressed the key audit matter
0000000 DoO0ooOooooooo

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

goooooOoooooooOonoooooo

We identified the assessment of net realisable values of PHD as
a key audit matter due to the significance of the amounts and
judgements involved in estimating their net realisable values
and the future costs to completion of the PHD.

The carrying value of the Group’s PHD amounted to HK$19.8
billion as at 31 December 2020. The Group’s PHD are all
situated in Hong Kong and the People’s Republic of China (the
“PRC”).

As disclosed in Notes 4 and 26 to the consolidated financial
statements, the net realisable values of the PHD are
determined by reference to the estimated future selling prices.
The future selling prices are estimated by reference to the
recent selling prices of similar properties in the same project
or relevant locations. In addition, the management estimates
the future costs to complete the PHD by reference to the
actual development costs incurred and the completion status.
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Our procedures in relation to the assessment of net realisable
values of PHD included:

Evaluating the reasonableness of the costs recognised
in PHD, on a sample basis, by obtaining the direct
confirmations from independent qualified surveyors in
respect of the costs incurred and the completion status;

Assessing the appropriateness of the estimated future
selling prices of the PHD, on a sample basis, by comparing
them to recent transaction prices of similar properties
in the same project or relevant locations, based on
our knowledge of the property markets of the relevant
locations; and

Evaluating the reasonableness of the estimated future
costs to completion of the PHD, on a sample basis,
based on the actual development costs incurred and the
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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KEY AUDIT MATTERS (continued)

Key audit matter
oooooao

Valuation of investment properties
ooooooo

We identified the valuation of investment properties as a key
audit matter due to the inherent level of subjective judgements
and complex estimates required in determining the fair values.

The Group’s investment property portfolio comprises
commercial, residential and industrial properties located
in Hong Kong, the PRC and the United Kingdom, which
was stated at fair value of HK$20.1 billion, accounting for
approximately 21.5% of the Group’s total assets as at 31
December 2020 with a loss on fair value change of HK$5.4
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 management 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.
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How our audit addressed the key audit matter
O000000O0OoOooOOoOOoOoooOoQ

Our procedures in relation to the management’s valuation of
investment properties included:

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 price per square
metre of comparable properties and information used by
the Valuer and the management 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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INDEPENDENT AUDITOR’S REPORT
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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,
actions taken to eliminate threats or safeguards applied.
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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 ra