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Five Year Financial Summary

RESULTS
Year Ended December 31

(HK$°000) 2004 2005 2006 2007 2008
Revenue 1,032,924 1,484,713 2,795,324 3,582,815 3,360,726
Profit before taxation 108,072 161,756 282,858 301,821 132,708
Income tax expense (2,977) (14,738) (22,455) (24,918) (12,309)
Profit for the year 105,095 147,018 260,403 276,903 120,399
Attributable to:

Equity holders of the Company 105,095 147,018 260,403 275,840 120,180

Minority interests - - - 1,063 219

105,095 147,018 260,403 276,903 120,399
Earnings per share (HK cents) 14.55 20.35 36.04 38.18 16.63
ASSETS AND LIABILITIES
Year Ended December 31

(HK$’000) 2004 2005 2006 2007 2008
Total assets 1,719,757 2,015,045 2,412,107 2,731,992 2,697,476
Total liabilities (308,709) (466,698) (591,349) (558,796) (338,453)
Net assets 1,411,048 1,548,347 1,820,758 2,173,196 2,359,023
Equity attributable to equity

holders of the Company 1,411,048 1,548,347 1,820,758 2,151,364 2,336,065
Minority interests - - - 21,832 22,958
Total equity 1,411,048 1,548,347 1,820,758 2,173,196 2,359,023
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Chairman’s Statement

RESULTS

On behalf of the Board of Directors, it gives me great pleasure to present the financial results of Kingboard Copper Foill
Holdings Limited (“the Group”) for the year ended December 31, 2008. The Group chalked up modest growth in both
revenue and net profit for the first half of 2008 on the back of stable business. However, as the effect of the financial
turmoil started to spread to other world economic activities, both commodity price and end global consumer demand
took a rapid downturn in the last quarter of 2008. As a result, the Group experienced a sharp decline in both revenue
and profitability. In spite of this difficult business environment, the Group managed to achieve a satisfactory level of profit
for the full year of 2008 and our financial position remained solid.

Financial highlights
- Turnover declined 6% to HK$3,361 million

. Profit attributable to equity holders of the Company amounted to HK$120 million, down 56%
. Earnings per share were HK16.63 cents, down 56%
. Final dividend per share is proposed at HK1.0 cent

BUSINESS REVIEW

The electronic industry in the last quarter of 2008 was very much affected by the global economic activities snowballed
from the credit crunch faced by the banking systems in US and Europe. The contagion of this financial crisis has affected
all countries and significantly slowdown the world electronics industry. In anticipation of weak consumer sentiment and
overall decreased business activity, manufacturers in electronic supply chain reacted by scaling back production and
cutting down excessive inventories aggressively in the last quarter of 2008.

During the period under review, raw material prices including copper remained volatile and fell by more than 50% in the
last quarter of 2008 against its peak value around July 2008. With a sharp drop in market demand, our sales volume
and average selling price in the fourth quarter was significantly lower than previous year. In addition, the relatively low
utilization rate of our plants also imposed significant pressure on the profit margin.

Capacity expansion of 300 tonnes of copper foil per month in the first stage of Phase Three Lianzhou plant was
completed in the third quarter of 2008. In light of the challenging market condition, the Board decided to defer the
scheduled expansion plan of an additional 600 tonnes of copper foil per month production capacity. Nevertheless, new
equipment in respect of the previously committed expansion is currently in safe storage at our Lianzhou plant premises
and the Group is ready to reactivate with the capacity expansion once market condition shows positive sign of recovery.

Demand from multi-layer PCB customers and our affiiated companies of the parent group including Elec & Eltek group
remained steady for the first three quarters in FY2008. Sales to external customers accounted for approximately 13%
or HK$436 million of the total sales (FY2007: 9%). In terms of product mix, 18-micron and below thickness copper foil
accounted for approximately 30% of the total sales (FY2007: 25%) while 35-micron and above thickness copper foil
accounted for 70% (FY2007: 75%).
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Chairman’s Statement

FINANCIAL POSITION

The Group adopted prudent financial management policies and our financial position remained solid. As at December
31, 2008, net current assets and current ratio were approximately HK$855 million and 3.5 respectively. Current assets
included cash of HK$373 million, trade and other receivables and prepayments of HK$349 million, derivative financial
instruments of HK$2.5 million in relation to copper swap contracts entered by the Group and inventories of HK$468
million. During the reporting year, we spent approximately HK$287 million primarily for the Phase Three of the Lianzhou
copper foil plant and made deposits of HK$8 million for plant and equipment in order to support our capacity expansion. As
at December 31, 2008, no significant assets had been pledged.

Due to lower shipment volume, distribution costs in FY2008 decreased by 5.4% to HK$29 million. Administrative
expenses increased by 9.5% as a result of higher labour costs. Finance costs significantly reduced to HK$10 million,
mainly relating to the trust receipt loans drawn to fund our working capital. Pre-tax profit margin was lowered to 3.9% as
a result of volatility in copper price and low utilization rate of our plants in the last quarter of 2008.

The appreciation of Renminbi against the US dollar had minimum impact on the Group’s performance as the Group’s
revenue are substantially denominated in Hong Kong dollar, US dollar and Renminbi in a proportion closely matching
with the Group’s operational expenses.

PROSPECTS

Rising unemployment in the midst of the global economic crisis is expected to affect demand for consumer electronic
products. Due to the seasonal effect of Chinese Lunar New Year in late January 2009 and uncertainties in end market
demand, current order visibility of copper foil remained fairly low. Nevertheless, application of electronic products
remains an essential part of our daily life. The enormous growth potential of the domestic China market coupled with the
various economic stimulation measures as introduced by the Chinese government recently will definitely have a positive
effect on the long term growth prospect of electronic industry we are operating in.

Shrinking end customer demand together with intense price competition will drive weaker competitors to either
cut down manufacturing capacities or exit the market. Equipped with solid business fundamentals, the Group will
continue to review and fortify our extensive business network so as to gain more market share and further sharpen our
competitive edge. Given our leading position in copper foil market in China and sound financial strength backed by the
strong support from our parent company, the Group has got the necessary wherewithal to survive this downturn and
emerge even stronger as and when the market resumes its normal growth.

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

Cheung Kwok Wing
Chairman

Hong Kong, February 26, 2009
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Report of the Directors

4.

DIRECTORS’ RECEIPT AND ENTITLEMENT TO CONTRACTUAL BENEFITS

Since the beginning of the financial year, no Director has received or become entitled to receive a benefit by
reason of a contract made by the Company or a related corporation with the Director or with a firm of which he
is @ member, or with a company in which he has a substantial financial interest except for salaries, bonuses and
other benefits as disclosed in the financial statements. Certain Directors have received remuneration from related
corporations in their capacity as Directors and/or executives of those related corporations.

SHARES OPTIONS

(@) Options to take up unissued shares
During the financial year, no options to take up unissued shares of the Company or any corporation in
the Group were granted.

(b) Options exercised
During the financial year, there were no shares of the Company or any corporation in the Group issued
by virtue of the exercise of an option to take up unissued shares.

(c) Unissued share under options
At the end of the financial year, there were no unissued shares of the Company or any corporation in the
Group under options.

AUDIT COMMITTEE

The Audit Committee comprises Messrs Lai Chung Wing, Robert, Ong Tiong Wee, Ho Yin Sang and Chim Hou
Yan who was appointed as a member on February 23, 2009. The Audit Committee is chaired by Mr. Lai Chung
Wing, Robert. Mr. Ho Yin Sang is a Non-Executive Director and Messrs Lai Chung Wing, Robert, Ong Tiong
Wee and Chim Hou Yan are Independent Non-Executive Directors of the Company.

The Audit Committee has met four times since the last Annual General Meeting (“AGM”) and has reviewed the
following, where relevant, with the executive directors and external and internal auditors of the Company:

(@) the audit plans and results of the internal auditors’ examination and evaluation of the Group’s systems of
internal accounting controls;

(b) the Group’s financial and operating results and accounting policies;
(c) the financial statements of the Company and the consolidated financial statements of the Group
before their submission to the directors of the Company and external auditors’ report on those financial

statements;

(d) the three quarterly, and annual announcements as well as the related press releases on the results and
financial position of the company and the Group;

(e) the co-operation and assistance given by the management to the Group’s external auditors;
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Report of the Directors

6. AUDIT COMMITTEE (cont’d)

) the re-appointment of the external auditors of the Group; and

(9) all interested person transactions entered into by the Group.

The Audit Committee has full access to and has the co-operation of the management and has been given the
resources required for it to discharge its function properly. It also has full discretion to invite any director and
executive officer to attend its meetings. The external and internal auditors have unrestricted access to the Audit

Committee.

The Audit Committee recommended to the Board of Directors the nomination of Deloitte & Touche LLP for re-
appointment as external auditors at the forthcoming Annual General Meeting of the Company.

7. AUDITORS

The auditors, Deloitte & Touche LLP, have expressed their willingness to accept re-appointment.

ON BEHALF OF THE BOARD

Cheung Kwok Wing
Chairman

Chan Wing Kwan
Managing Director

February 26, 2009
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Corporate Governance Report

The Board of Directors of Kingboard Copper Foil Holdings Limited (“the Company”) fully supports the Code of Corporate
Governance (“the Code”) as recommended by the Singapore Corporate Governance Committee. The Company has
in place various self-regulatory and monitoring mechanisms which are continuously refined for effective corporate
governance. This report describes the Company’s corporate governance processes and practices with specific
reference to the principles of the Code.

PRINCIPLE 1: BOARD’S CONDUCT OF ITS AFFAIRS

The primary role of the Board is to protect and enhance the long-terms’ shareholders’ value. It sets the overall strategy
for the Company and its group of companies (“the Group”) and supervises the management of the business and the
affairs of the Group, and is responsible for the overall corporate governance of the Group.

The principal functions of the Board is to:

. provide entrepreneurial leadership, set strategic aims/directions, and ensure that the necessary financial and
human resources are in place for the Company to meet its objectives;

. establish a framework of prudent and effective controls which enables risk to be assessed and managed;

. establish goals for management and monitor its performance/achievement;

. set the Company’s values and standards, and ensure that obligations to shareholders and others are understood
and met;

. set internal guidelines in determining matters that require board approval;

. approve the Group’s strategic plan, annual budget, key operational initiatives, major investments and funding

decisions; and

. review the Group’s financial performance, identify principal risks of the Group’s business and ensure
implementation of appropriate systems to manage these risks.

In the execution of its responsibilities, the Board delegates specific authority to a number of Board Committees, namely;
the Audit Committee, the Nominating Committee and the Remuneration Committee, which function within given terms
of references that are reviewed at regular intervals.

The Board conducts regular scheduled meetings to deliberate on specific issues including material transactions, the
annual budget and performance of the Company and the Group, approve the release of quarterly, half-year and full
year results, and dividend payments. When circumstances require, ad-hoc meetings would be convened to deliberate
on specific issues. The executive directors normally meet on an informal basis every two weeks. The Bye-Laws of the
Company provide for telephone and video-conference meetings.
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Corporate Governance Report

PRINCIPLE 1: BOARD’S CONDUCT OF ITS AFFAIRS (cont’d)

The Directors’ attendance at Board and Board Committee meetings during the period reported on are as follows:—

Board Audit Nominating Remuneration

Name of Director Meeting Committee Committee Committee

No. held Attd No. held Attd No. held Attd No. held Attd
Cheung Kwok Wing 4 4 - - - - - -
Chan Wing Kwan 4 4 - - - - - -
Cheung Kwok Ping 4 4 - - - - - -
Ho Yin Sang 4 4 4 4 1 1 1 1
Lam Ka Po 4 4 - - - - - -
Lai Chung Wing, Robert 4 4 4 4 1 1 1 1
Ong Tiong Wee 4 4 4 4 1 1 1 1

Chim Hou Yan (appointed on
February 23, 2009)

Material Transactions requiring Board Approval

The Board’s approval is required for matters such as corporate restructuring, mergers and acquisitions, major
investments, material acquisitions and disposals of assets, major corporate policies on key areas of operations, the
release of Group’s quarterly, half-yearly and full-year results, annual report, interested person transactions of a material
nature, and declaration of payment of interim and final dividends.

Training of Directors

Newly appointed director would be given appropriate induction training and coaching, and be issued with a formal letter
which sets out the various director’s duties and obligations with specific reference to the SGX-ST Listing Manual and the
Securities and Futures Act, Cap 289. A summary of the guideline on SGX-ST requirements and copies of annual reports
and circular of the Company, and other relevant materials and information will also be made available to him. This is part
of the orientation program to familiarize the newly appointed director with the organization structure of the Company and
its Group, its operation, business, industry, and its governance practices.

In general, the directors with their profound commercial experience and relevant academic qualifications, are constantly
keeping themselves abreast with the relevant new laws, regulations and changing commercial risks. However, subject to
prior approval from the Chairman, directors’ participation at industry conferences and seminars could also be arranged.

PRINCIPLE 2: THE BOARD COMPOSITION AND GUIDANCE
On February 23, 2009, Mr. Chim Hou Yan was appointed as an Independent Non-Executive Director of the Company.

Consequent thereto, the Board of Directors of the Company now comprises the following eight(8) members; four(4)
executive Directors, and four(4) non-executive Directors, three(3) of whom are independent non-executive Directors.

Cheung Kwok Wing Executive Chairman

Chan Wing Kwan Managing Director

Cheung Kwok Ping Executive Director

Lam Ka Po Executive Director

Ho Yin Sang Non-Executive Director

Lai Chung Wing, Robert Independent Non-Executive Director
Ong Tiong Wee Independent Non-Executive Director
Chim Hou Yan Independent Non-Executive Director
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Corporate Governance Report

PRINCIPLE 2: THE BOARD COMPOSITION AND GUIDANCE (cont’d)

Collectively, the Directors provide core competencies, sales and marketing experience in copper foil, technical
knowledge in manufacturing of copper foil, administration and management experience in PRC factories, accounting
and financial expertise as well as in-house advice to comply with international laws and regulations.

In determining whether a director is independent, the Nominating Committee (“NC”) has adopted the guidelines of the
Code in that he would be one with no relationship with the Company, its related companies or its officers that could
interfere, or reasonably perceived to interfere with the exercise of the director’s independent business judgment with
a view to the best interests of the Company. The NC opined that the Independent Non-Executive Directors of the
Company are independent after having reviewed the independence of each of them with reference to the guidelines of
the Code.

Taking into account the nature and scope of the operations of the Company, the Board views its current size of eight(8)
directors; four(4) executive and four(4) non-executive of which three(3) are independent directors making up more than
one-third of the Board, appropriate for effective decision-making.

PRINCIPLE 3: CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Board is headed by a Chairman whose role differs from that of the Managing Director. The Managing Director who
assumes the role of both director and chief executive officer (‘CEO”) of the Company. Both the Chairman and Managing
Director of the Company are not related to each other.

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

schedule meetings that enable the Board to perform its duties responsibly while not interfering with the flow of
the Company’s operations;

. prepare meeting agenda in consultation with the Managing Director;

. exercise control over quality, quantity and timeliness of the flow of information between Management and the
Board; and

. assist in ensuring compliance with the Company’s guidelines on corporate governance.

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

Mr. Lai Chung Wing, Robert is the Lead Independent Director of the Company and he shall be available to shareholders

if they have concerns which communication through the normal channels of the Chairman, Managing Director and Chief
Finance Officer has failed to resolve or for which such contact is inappropriate.
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Corporate Governance Report

PRINCIPLE 4: BOARD MEMBERSHIP

PRINCIPLE 5: BOARD PERFORMANCE

The NC comprises four(4) non-executive directors, namely, Messrs Lai Chung Wing. Robert (Chairman), Ong Tiong
Wee, Ho Yin Sang and Chim Hou Yan who was appointed as a member on February 23, 2009. The Chairman is a non-
executive independent Director.

The major terms of reference of the NC 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;

. annually review whether or not a director is independent, in accordance with paragraph 2.1 of the Code of
Corporate Governance and other salient factors;

. be responsible for identifying and nominating for approval of the Board, candidates to fill board vacancies as and
when they arise;

. keep under review the leadership needs of the organization with a view of ensuring the continued ability to
compete effectively in the organization’s marketplace;

. keep up to date with strategic issues and commercial changes affecting the Company and the market in which it
operates;

. decide how the Board’s performance may be evaluated and propose objective performance criteria;

. assess the effectiveness of the Board as a whole and the contribution by each individual director to the

effectiveness of the Board; and

. be responsible for re-nomination having regard to the director’s contribution and performance, including, if
applicable, as an independent director.

The NC reviews and recommends to the Board the re-nomination of retiring directors standing for re-election and
appointment as new directors to ensure that they are able to contribute to the ongoing effectiveness of the Board,
have the ability to exercise sound business judgment, and have demonstrated leadership experience, high levels of
professional skills and appropriate personal qualities.

As part of the selection and nomination process for the appointment of a new director, the NC would source for a list of
suitable candidates and after reviewing their qualifications and experience, made recommendation to the Board for the
appointment.

The NC is of the opinion that the multiple Board representations held by the directors of the Company do not hinder
them in carrying out their duties to the Company. When a director has multiple board representations, he will ensure that
sufficient time and attention is given to the affairs of each company. The NC will decide whether or not a director is able
to and has been adequately carrying out his/her duties as director of the Company.
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Corporate Governance Report

PRINCIPLE 4: BOARD MEMBERSHIP (cont’d)

PRINCIPLE 5: BOARD PERFORMANCE (cont’d)

The Board has power from time to time and at any time to appoint a person as a director to fill a casual vacancy or as
an addition to the Board. Pursuant to the Bye-Laws of the Company, any new director appointed during the year shall
hold office only until the next annual general meeting (“AGM”) and can submit himself for re-election but he shall not be
taken into account in determining the director who is to retire by rotation at the meeting.

All the directors, except the Chairman and Managing Director, submit themselves for re-nomination and re-election
at regular intervals of at least once every three years. At the Company’s annual general meeting, a director appointed
during the year and at least one-third of the remaining directors shall retire from office.

Review of the Board’s performance and individual director would be undertaken annually and informally on a continual
basis by the NC with inputs from the other Board members and CEO. In assessing the effectiveness of the Board
as a whole, the NC has set certain performance criteria which includes an evaluation of the size and composition
of the Board, the Board’s access to information, accountability, Board processes, and the discharge of its principal
responsibilities in terms of the financial indicators as set out in the Code. Individual director is assessed on whether
he could continue to contribute effectively and demonstrate to the role, including commitment of time for Board and
committee meetings, and any other duties.

At the forthcoming AGM, Mr. Cheung Kwok Ping and Mr. Ong Tiong Wee will retire under Bye-Law 86(1) and Mr. Chim
Hou Yan will retire under Bye-Law 85(2). Being eligible, all the retiring Directors have offered themselves for re-election.
The Board concurred with the NC and recommended that they be re-elected Directors of the Company at the AGM.

PRINCIPLE 6: ACCESS TO INFORMATION

The Management of the Company has an obligation to furnish the Board with complete and adequate information in a
timely manner. The Board is also given separate and independent access to the Company’s senior management. Notice
of board meetings and the relevant meeting papers are sent to individual directors well before the meetings, informing
them of the background and giving explanation on matters to be brought before the Board.

All the Directors are given separate and independent access to the company secretary, whose role includes ensuring
that board procedures are observed and followed through and that applicable rules and regulations are complied with.
The company secretary or his representative attends all the meetings of the Company.

Effective formal and informal communication channels are in place between the Board and the Management which
enable directors, newly appointed or otherwise, to familiarize themselves with the on-going operation, business and
corporate governance practices of the Company. In addition, the Board has a procedure for directors, either individually
or as a group, in the furtherance of their duties, to take independent professional advice or formal training programme, if
necessary, at the Company’s expense.
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Corporate Governance Report

PRINCIPLE 7: PROCEDURES FOR DEVELOPING REMUNERATION POLICIES

PRINCIPLE 8: LEVEL AND MIX OF REMUNERATION

The Remuneration Committee (“RC”) comprises four(4) non-executive directors, namely, Messrs Lai Chung Wing,
Robert (Chairman), Ong Tiong Wee, Ho Yin Sang and Chim Hou Yan who was appointed as a member on February 23,
2009. The Chairman is a non-executive independent Director.

The major terms of reference of the RC include:-

18

recommend to the Board a framework of remuneration, and the specific remuneration packages for each
director, and the Chief Executive Officer if he is not a director. The recommendation should be submitted for
endorsement by the entire Board;

to review the remuneration of senior management and employees who are immediate family members of a
director, chief executive officer and substantial shareholder of the Company;

in determining such policy, to take into account all factors which it deems necessary. The objective of such policy
shall be to ensure that members of the executive management of the Company are provided with appropriate
incentives to encourage enhanced performance and are, in a fair and responsible manner, rewarded for their
individual contributions to the success of the Company;

determine targets for any performance relating to pay schemes operated by the Company, taking into account;
pay and employment conditions within the industry and in comparable companies;

within the terms of the agreed policy, determine the total individual remuneration package of each executive
director and executive manager including, where appropriate, allowances, bonuses, benefits in kind, incentive

payments, and share options, if any;

determine the policy for and scope of service agreements for the executive management team, termination
payments and compensation commitments, including fixing appointment period for the directors; and

determine the remuneration of non-executive directors, taking into account factors such as effort, time spent and
responsibilities.
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Corporate Governance Report

PRINCIPLE 9: DISCLOSURE OF REMUNERATION

Director’s Remuneration for the financial year ended 31 December 2008

Remuneration Band and Directors’ Basic Total
Name of Director Fees Salary Bonuses Compensation
(%) (%) (%) (%)

S$500,000 and above - - - _

S$250,000 to S$499,999
Lam Ka Po - 96 4 100
Below S$250,000
Lai Chung Wing, Robert 100 - - 100
Ong Tiong Wee 100 - - 100

Apart from the above mentioned executive director who is paid remuneration, the rest of the executive directors are
not paid any remuneration by the Company. However, the Company pays a management fee to its parent company,
inter alias, for the services rendered by the other executive directors who are also directors of the parent company.
The Board opined that this is a more practical and cost effective arrangement for which the Company has entered a
management services agreement with its parent company. This transaction has the shareholder’s mandate which is
subject to yearly renewal at the general meeting of the Company.

All the non-executive directors are paid only a fixed director’s fee, which sum was determined based on the level of
contribution, taking into account their efforts and time rendered, responsibilities of the directors, the performance of the
Company and the industrial practice in general.

The Code requires the remuneration of at least top 5 key executives who are not also directors to be disclosed within
bands of S$250,000. However, the Board is of the opinion that, given the highly competitive industry conditions,
disclosure of the remuneration of these executives would be prejudicial to its business interests.

Apart from the above mentioned disclosure, there are no employees who are immediate family members of a director or
the CEO, and whose remuneration exceeds S$150,000 during the year.

The Company does not have any employee share option schemes.

PRINCIPLE 10: ACCOUNTABILITY

The Board is accountable to the shareholders while the management is accountable to the Board. From year 2003
onwards, the Company releases its results on a quarterly basis, this together with other price sensitive public reports,
and reports to regulators (if required) provide the shareholders with a balanced and understandable assessment of the
Company’s performance, position and prospects.

On a regular basis and as circumstances required, Management would provide members of the Board with

management accounts which present a balanced and understandable assessment of the Company’s performance,
position and prospects.
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Corporate Governance Report

PRINCIPLE 11: AUDIT COMMITTEE

The Audit Committee (“AC”) comprises of four(4) non-executive directors, namely, Messrs Lai Chung Wing, Robert
(Chairman), Ong Tiong Wee, Ho Yin Sang and Chim Hou Yan who was appointed as a member on February 23, 2009.
The Chairman is a non-executive independent Director.

The Board has ensured that the members of the AC are appropriately qualified to discharge their responsibilities and
that at least two members have accounting and related financial management expertise or experience.

The major terms of reference of the AC include the following:—

20

review with the external auditors, the audit plan, including the nature and scope of the audit before the audit
commences;

review with the external auditors, their evaluation of the system of internal accounting controls, their audit report,
their management letter and the Management’s response;

review the scope and results of the internal audit procedures;
review the assistance given by the Management to the external auditors;

review the balance sheet and income statement of the Company and the consolidated balance sheet and
income statement and submit them to the Board;

nominate person(s) for appointment as auditors or recommend the re-appointment of auditors;
review with the internal and external auditors their findings on their evaluation of the Company’s system of
internal controls for the purpose of assisting the Board in developing policies that would enhance the controls

and operating systems of the Company;

review the interested person transactions, mandated or otherwise, as part of the standard procedures while
examining the adequacy of internal controls of the Group; and

review the independence of the external auditors, the resources and adequacy of the internal audit function, at
least once a year.
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Corporate Governance Report

PRINCIPLE 11: AUDIT COMMITTEE (cont’d)
In addition, the AC is authorized:—

. to investigate any matter within its 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;

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

. to have access to the internal auditors and external auditors at any time, as and when they think necessary,

without referring to the Company’s Management; and

. to review and ensure that a Whistle-Blowing Policy are in placed for staff to raise concerns in confidence, and
that there is independent investigation of such matters and appropriate follow-up action.

The duties of the AC also include keeping under review the scope and results of the audit and its cost effectiveness and
the independence and objectivity of the external auditors. Where the auditors also supply a substantial volume of non-
audit services to the Company, the AC will keep the nature and extent of such services under review, seeking to balance
the maintenance of objectivity and value for money.

The AC has undertaken a review of all the non-audited services provided by the auditors for the financial year and
concluded that in their opinion, such services did not affect the independence of the auditors.

During the year, the AC has also met with the external auditors, and with the internal auditors to discuss issues of their
concerns without the presence of the Management.

PRINCIPLE 12: INTERNAL CONTROLS

The Board acknowledges its responsibility to provide for the overall internal control framework of the Group, but
recognizes that no cost effective internal control system will preclude all errors and irregularities. As system could only
be designed to manage rather than eliminate the risk of failure to achieve business objectives, it can therefore provide
only reasonable and not absolute assurance against material misstatement or loss.

Nonetheless, to safeguard the shareholders’ investments and the Company’s assets, the Group has in place a system
of internal controls and 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 unauthorized
use of assets;

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

. business and financial reports as well as other information provided should be relevant, timely, reliable and up-to-
date and budget variances are investigated as and when appropriate.

The Board is satisfied that, based on the information supplied, coupled with its own observations and with the assistance

of the AC, the present internal controls, including financial, operational and compliance controls, and risk management
systems are satisfactory for the nature and size of the Group’s operations and business.
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PRINCIPLE 13: INTERNAL AUDIT
The internal audit is an independent function within the Company. It is performed by an in-house internal audit
department from the parent company with appropriate qualification.

The AC ensures that the internal audit function has the appropriate standing within the Company. The internal auditor
reports to the AC on audit matters, and to the CEO/Managing Director on administrative matters.

The internal auditor assists the AC to ensure that the Company maintains a sound system of internal controls by regular
monitoring the key controls and procedures and ensuring their effectiveness, and undertaking investigations as directed
by the AC.

The Board and the AC are of the view that an adequate internal audit function is in place and that the Company has an
adequate system of internal controls.

PRINCIPLE 14 & 15: COMMUNICATION WITH SHAREHOLDERS
The Company releases and communicates regular information including all major developments that impact the
Company and the Group to the shareholders on a timely basis.

Communication to shareholders takes the following forms:—

. quarterly, half-yearly and full-year financial statements containing a summary of the financial information and
affairs of the Company and the Group for the period,;

. annual reports that are issued to shareholders containing all relevant information about the Group, its future
developments and other disclosures required by the Companies Act and the relevant accounting standards;

. notices of annual general meetings together with explanatory statement for any special business to be transacted
thereat;
. notices of special general meetings together with Circular to shareholders containing the relevant information for

their decision making;

. press and analyst briefings for the Company’s and the Group’s interim and annual results as well as other
briefings, where appropriate;

. press releases on major developments of the Company and the Group; and

. other various disclosures and announcements to the SGX-ST in compliance to its Listing Rules which include
notices of changes of directors/substantial shareholders interest and changes to the board/committee, etc.

In addition, shareholders are encouraged to attend the AGM to ensure a high level of accountability and to stay informed
of the Group’s strategy and goals. The AGM is the principal forum for dialogue with shareholders.
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PRINCIPLE 14 & 15: COMMUNICATION WITH SHAREHOLDERS (cont’d)

The notice of general meeting is dispatched to shareholders, together with explanatory notes or a circular on items
of special business, at least 14 days before the meeting. Shareholders are welcomed to attend the general meeting
and raise question on issues either informally or formally before or at the general meeting. The Chairman of the Audit,
Remuneration and Nominating Committees or their representatives are available at the meeting to answer those
questions relating to the work of these committees. The external auditors are also available to address shareholders’
queries about the conduct of audit and the preparation and content of the auditors’ report.

The Bye-Laws of the Company allows a shareholder of the Company to appoint one or two proxies to attend and vote
in the place of the shareholder.

Each item of special business included in the notice of the meeting is accompanied, where appropriate, by an
explanation for the proposed resolution. Separate resolutions are proposed for substantially separate issues at the
meeting.

CORPORATE DISCLOSURE

The Board reckoned that high level of disclosure is essential to enhance the standard of corporate governance. To this
end, the Company constantly reviews its corporate disclosure issues and announcements made to the SGX-ST so as
to adopt a good corporate governance and best practices in terms of transparency to shareholders and the investing
community.

DEALINGS IN SECURITIES
The Company has devised and adopted its internal compliance code of best practices giving guidance on dealing by
the Company and its officers in its securities (the “BP Code”).

Under the BP Code, the directors and officers including all levels of staff in the finance/accounts department are
required to notify the Company of their dealings within two business days while officers (other than directors), four days.
Disclosures by the directors are followed with release of announcement via SGXNet platform immediately. In addition, a
summary on dealing by directors for each quarter would be prepared and tabled at the meeting of the Board. After each
financial year end, all the officers are required to submit an annual confirmation of compliance of the BP Code to the
Company.

Officers are reminded not to deal in the Company’s securities on short-term consideration, or while in possession of
price-sensitive information, and during the period commencing one month before the announcement of the full year
results and two weeks before releasing of the Company’s quarterly (Q1, Q2 & Q3) results, unless under exceptional
circumstances when it is the only reasonable course of action available.

The officers are cautioned to be mindful of the law on insider trading, dealing by connected persons, and to ensure that
their dealings would not contravene the law. The BP Code has highlighted that under the Securities and Futures Act,
Cap. 289 it is an offence and penalties are severe, to deal in the Company’s securities as well as securities of other
listed companies while in possession of unpublished material price-sensitive information in relation to those securities.

MATERIAL CONTRACTS
There were no material contracts of the Company and any related companies involving the interests of the chief
executive officers, each director or controlling shareholder, entered into since the end of the previous financial year.
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INTERESTED PERSON TRANSACTIONS (“IPT”)

The Company has adopted an internal policy with respect to any transactions with interested persons and has set out
the procedures for review and approval of the Company’s interested person transactions.

In respect of the IPT that were given under shareholders’ mandate in the last Annual General Meeting, the AC has
carried out periodic reviews during the financial year to ensure that the guidelines and procedures as mandated were

being observed.

The aggregate value of IPTs entered into during the financial year ended December 31, 2008 pursuant to Rule

920(1)(a)(i) of the SGX-ST Listing Manual is as follows:—

Aggregate

value of all interested
person transactions
during the financial
year under review
(excluding transactions
less than S$100,000
and transactions

Aggregate value of
all interested person
transactions
conducted under
shareholders’
mandate pursuant to

conducted under Rule 920 (excluding

shareholders’ mandate transactions less

Name of interested person pursuant to Rule 920) than S$100,000)
HK$'000 HK$'000

Kingboard Laminates (MCO) Limited 3,517 2,232,141
Kingboard Laminates (Kunshan) Company Limited - 129,595
Kingboard Laminates (Jiangmen) Company Limited - 55,440
Kunshan Yattao Chemical Company Limited - 152,781
Techwise (MCO) Circuits Limited - 34,750
King Board (Panyu) Chemical Company Limited - 414
Hengyang Kingboard Chemical Co., Ltd. - 933
Shanghai Zhan Bo Marketing Co., Ltd. - 3,863
Huizhou Chung Shun Chemical Co., Ltd. - 8,341
Nanjing Elec & Eltek Electronic Company Limited - 1,491
Guangzhou Elec & Eltek High Density Interconnect Technology No. 1 Co., Ltd. - 43,333
Guangzhou Elec & Eltek Microvia Technology Co., Ltd. - 5,102
Elec & Eltek (MCO) Limited - 145,061
Kaiping Pacific Insulating Material Co., Ltd. - 12,957
Shenzhen Pacific Insulating Material Company Limited - 79,607
Kai Ping Elec & Eltek Company Limited - 7,415
Kaiping Elec & Eltek No. 2 Company Limited - 10,358
Kaiping Elec & Eltek No. 3 Company Limited - 19,730
Total 3,617 2,943,312

Note:  All the above named companies are subsidiaries of KCHL, which is listed on the main board of the Stock Exchange and is the
ultimate holding company of Kingboard Copper Foil Holdings Limited.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
KINGBOARD COPPER FOIL HOLDINGS LIMITED

We have audited the accompanying financial statements of Kingboard Copper Foil Holdings Limited (the “Company”)
and its subsidiaries (the “Group”) which comprise the balance sheets of the Group and the Company as at December
31, 2008, the income statement, statement of changes in equity and cash flow statement of the Group and the
statement of changes in equity of the Company for the year then ended, and a summary of significant accounting
policies and other explanatory notes, as set out on pages 27 to 66.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Singapore Financial Reporting Standards. This responsibility includes: devising and maintaining a system of internal
accounting controls sufficient to provide a reasonable assurance that assets are safeguarded against loss from
unauthorised use or disposition; and transactions are properly authorised and that they are recorded as necessary to
permit the preparation of true and fair profit and loss accounts and balance sheets and to maintain accountability of assets;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Singapore Standards on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
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 entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
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OPINION

In our opinion, the consolidated financial statements of the Group and the balance sheet and statement of changes in
equity of the Company are properly drawn up in accordance with Singapore Financial Reporting Standards so as to give
a true and fair view of the state of affairs of the Group and of the Company as at December 31, 2008 and of the results,
changes in equity and cash flows of the Group and changes in equity of the Company for the year ended on that date.

Deloitte & Touche LLP
Public Accountants and
Certified Public Accountants
Singapore

Michael Kee Cheng Kong
Partner
Appointed from the financial year ended December 31, 2007

February 26, 2009
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Balance Sheets

At December 31, 2008

Group Company
2008 2007 2008 2007
Notes HK$’000 HK$’000 HK$’000 HK$’000
ASSETS
Current assets
Cash and bank balances 6 372,828 237,356 - -
Derivative financial instruments 7 2,454 368 - -
Trade and other receivables
and prepayments 8 349,268 705,597 17,681 14,881
Prepaid land use rights 9 1,018 958 - -
Inventories 10 467,839 486,731 - -
Total current assets 1,193,407 1,431,010 17,681 14,881
Non-current assets
Subsidiaries 11 - - 393,775 393,775
Due from a subsidiary 11 - - 862,983 865,259
Property, plant and equipment 12 1,432,327 1,184,286 - -
Prepaid land use rights 9 43,376 42,045 - -
Available-for-sale investments 13 19,800 19,800 19,800 19,800
Non-current deposits 14 8,328 54,613 - -
Goodwill 15 238 238 - -
Total non-current assets 1,504,069 1,300,982 1,276,558 1,278,834
Total assets 2,697,476 2,731,992 1,294,239 1,293,715
LIABILITIES AND EQUITY
Current liabilities
Due to a subsidiary 11 - - 1,155 639
Bank borrowings 16 180,152 338,903 - -
Trade payables 17 109,005 164,474 - -
Income tax payable 49,296 55,419 38 -
Total current liabilities 338,453 558,796 1,193 639
Capital and reserves and
minority interests
Issued capital 19 560,200 560,200 560,200 560,200
Reserves 1,775,865 1,591,164 732,846 732,876
Equity attributable to equity
holders of the Company 2,336,065 2,151,364 1,293,046 1,293,076
Minority interests 22,958 21,832 - -
Total equity 2,359,023 2,173,196 1,293,046 1,293,076
Total liabilities and equity 2,697,476 2,731,992 1,294,239 1,293,715

See accompanying notes to financial statements.
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Consolidated Income Statement

Financial year ended December 31, 2008

Group
2008 2007
Notes HK$’000 HK$’000
Revenue 20 3,360,726 3,582,815
Cost of sales (3,122,208) (3,190,204)
Gross profit 238,518 392,611
Other operating income 21 11,519 25,418
Distribution costs (28,914) (30,565)
Administrative expenses (68,670) (62,692)
Other operating expenses (9,268) (4,251)
Finance costs — interest expenses paid to non-related companies (10,477) (18,700)
Profit before tax 132,708 301,821
Income tax expense 22 (12,309) (24,918)
Profit for the year 23 120,399 276,903
Attributable to:
Equity holders of the Company 120,180 275,840
Minority interests 219 1,063
120,399 276,903
HK cents HK cents
Earnings per share
Basic and fully diluted earnings per share 24 16.63 38.18

See accompanying notes to financial statements.
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Statements of Changes in Equity

Financial year ended December 31, 2008

Attributable to equity holders of the Company

Currency Accu-
Issued Share  Capital Proposed translation  mulated Minority Total
capital premium reserves dividend reserves  profits Total interests equity
Note HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Group
Balance at January 1, 2007 560,200 296,573 6,275 28900 77,940 850,870 1,820,758 - 1,820,758
Profit for the financial year - - - - - 275840 275,840 1,063 276,903
Exchange difference arising
on translations of foreign operations - - - - 102,451 - 102451 1,164 103,615
Total recognised income and
expense for the year - - - - 102451 275840 378,291 2,227 380518
Acquisition of a subsidiary - - - - - - - 19,605 19,605
Dividend paid 25 - - - (28,900) - - (28900) - (28,900)
Interim dividend paid 25 - - - - - (18,785) (18,785) - (18,785)
Proposed final dividend 25 - - - 32513 - (32513) - - -
Balance at December 31, 2007 560,200 296,573 6,275 32513 180,391 1075412 2,151,364 21,832 2,173,196
Profit for the financial year - - - - - 120,180 120,180 219 120,399
Exchange difference arising
on translations of foreign operations - - - - 115819 - 115819 1345 117,164
Total recognised income and
expense for the year - - - - 115819 120,180 235,999 1564 237,563
Dividend paid to minority shareholders
of a subsidiary 25 - - - - - - - (438) (438)
Dividend paid 25 - - - (32513) - - (32513) - (32513)
Interim dividend paid 25 - - - - - (18,785) (18,785) - (18,785)
Proposed final dividend 25 - - - 7,225 - (7,225) - - -
Balance at December 31, 2008 560,200 296,573 6,275 7,225 296,210 1,169,582 2,336,065 22,958 2,359,023
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Statements of Changes in Equity
Financial year ended December 31, 2008

Issued Share Capital Proposed  Accumulated Total
capital premium reserves dividend profits equity
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
Company
Balance at January 1, 2007 560,200 296,573 6,275 28,900 111 892,059
Profit for the financial year - - - - 448,702 448,702
Dividend paid 25 - - - (28,900) - (28,900)
Interim dividend paid 25 - - - - (18,785) (18,785)
Proposed final dividend 25 - - - 32,513 (32,513) -
Balance at December 31, 2007 560,200 296,573 6,275 32,513 397,515 1,293,076
Profit for the financial year - - - - 51,268 51,268
Dividend paid 25 - - - (32,513) - (32,513)
Interim dividend paid 25 - - - - (18,785) (18,785)
Proposed final dividend 25 - - - 7,225 (7,225) -
Balance at December 31, 2008 560,200 296,573 6,275 7,225 422,773 1,293,046

See accompanying notes to financial statements.
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Consolidated Cash Flow Statement

Financial year ended December 31, 2008

2008 2007
HK$’000 HK$’000
Cash flows from operations
Profit before tax 132,708 301,821
Adjustments for:
Depreciation of property, plant and equipment 172,550 154,137
Amortisation of prepaid land use rights 1,252 905
Impairment loss on inventories 76,620 -
Allowance for slow moving inventories - 18,357
Interest expenses and finance charges 10,477 18,700
Interest income (5,248) (7,765)
Allowance for doubtful debts 241 6,974
Gain on fair value changes of derivative financial instruments (2,454) (368)
Realised gain on derivative financial instruments (50,676) (12,472)
Loss on disposal of property, plant and equipment 183 20
Operating cash flow before working capital changes 8351658 480,309
Trade and other receivables and prepayments 365,865 (81,757)
Inventories (27,420) (89,514)
Proceeds from settlement of derivative financial instrument 51,044 12,472
Trade payables (65,124) 32,640
Cash generated from operations 660,018 354,150
Income tax paid (20,567) (8,398)
Dividends paid (51,736) (47,685)
Interest paid (10,477) (18,700)
Interest received 5,248 7,765
Net cash generated from operating activities 582,486 287,132
Cash flows from investing activities
Proceeds from disposal of property, plant and equipment 463 526
Deposits paid for acquisition of property, plant and equipment (8,328) (54,613)
Acquisition of a subsidiary (Note 27) - (20,280)
Purchase of available-for-sale investments - (10,800)
Purchase of prepaid land use rights - (1,433)
Purchase of property, plant and equipment (287,266) (107,838)
Net cash used in investing activities (295,131) (194,438)
Cash flows from financing activities
Decrease in bank borrowings (158,751) (93,399)
Net cash used in financing activities (158,751) (93,399)
Effects of consolidating foreign subsidiaries 6,868 29,499
Increase in cash and bank balances 135,472 28,794
Cash and bank balances at beginning of financial year 237,356 208,562
Cash and bank balances at end of financial year 372,828 237,356

See accompanying notes to financial statements.
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GENERAL

The Company (Registration No. 26998) is incorporated in Bermuda with its registered office at Clarendon House,
2 Church Street, Hamilton HM11, Bermuda and its principal place of business at 2nd Floor, Harbour View 1, No.
12 Science Park East Avenue, Phase 2, Hong Kong Science Park, Shatin, Hong Kong. The Company is a public
company listed on the Singapore Exchange Securities Trading Limited (“SGX-ST”). The financial statements are
expressed in Hong Kong dollars.

The principal activity of the Company is that of investment holding.

The principal activities of the subsidiaries of the Company are stated in Note 11.

There have been no significant changes in the nature of these activities during the financial year.

The consolidated financial statements of the Group and the balance sheet and statement of changes in equity
of the Company for the financial year ended December 31, 2008 were authorised for issue by the Board of
Directors on February 26, 2009.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING - The financial statements are prepared in accordance with the historical cost
convention, except as disclosed in the accounting policies below, and are drawn up in accordance with the
Singapore Financial Reporting Standards (“FRSs”).

ADOPTION OF NEW AND REVISED STANDARDS - In the current financial year, the Group has adopted all the
new and revised FRSs and Interpretations of FRS (“INT FRS”) that are relevant to its operations and effective for
annual periods beginning on or after January 1, 2008. The adoption of these new/revised FRSs and INT FRSs
does not result in changes to the Group’s and Company’s accounting policies and has no material effect on the
amounts reported for the current or prior years.

At the date of authorisation of these financial statements, the following FRSs, INT FRSs and amendments to FRS
that are relevant to the Group and the Company were issued but not effective:

FRS 1 - Presentation of Financial Statements (Revised)

FRS 1 - Presentation of Financial Statements (Amendments relating to Puttable Financial
Instruments and Obligations arising on liquidation)

FRS 23 - Borrowing Costs (Revised)

FRS 32 - Financial Instruments: Presentation (Amendments relating to Puttable Financial
Instruments and Obligations arising on liquidation)

FRS 102 - Share-based Payment (Amendments relating to Vesting Conditions
and Cancellations)

FRS 108 - Operating Segments

INT FRS 13 - Customer Loyalty Programmes

INT FRS 16 - Hedges of a Net Investment in a Foreign Operation
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Consequential amendments were also made to various standards as a result of these new/revised standards.

The management anticipates that the adoption of the above FRSs, INT FRSs and amendments to FRS in future
periods will not have a material impact on the financial statements of the Group and of the Company in the
period of their initial adoption except for the following:

FRS 1 - Presentation of Financial Statements (Revised)

FRS 1 (Revised) will be effective for annual periods beginning on or after January 1, 2009, and will change the
basis for presentation and structure of the financial statements. It does not change the recognition, measurement
or disclosure of specific transactions and other events required by other FRSs.

FRS 108 - Operating Segments

FRS 108 will be effective for annual financial statements beginning on or after January 1, 2009 and supersedes
FRS 14 - Segment Reporting. FRS 108 requires operating segments to be identified on the basis of internal
reports about components of the Group that are regularly reviewed by the chief operating decision maker in
order to allocate resources to the segment and to assess its performance. In contrast, FRS 14 requires an
entity to identify two sets of segments (business and geographical), using a risks and rewards approach, with
the entity’s system of internal financial reporting to key management personnel serving only as the starting point
for the identification of such segments. As a result, following the adoption of FRS 108, the identification of the
Group’s reportable segments may change and management is still assessing the impact.

FRS 23 - Borrowing Costs (Revised)

FRS 23 (Revised) will be effective for annual periods beginning on or after January 1, 2009 and eliminates
the option available under the previous version of FRS 23 to recognise all borrowing costs immediately as an
expense. An entity shall capitalise borrowing costs that are directly attributable to the acquisition, construction
or production of a qualifying asset as part of the cost of that asset. As the change in accounting policy is to be
applied prospectively, there will be no impact on amounts reported for 2008.

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

obtain benefits from its activities.

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

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

All significant intra-group transactions, balances, income and expenses are eliminated on consolidation.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

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

In the Company’s financial statements, investments in subsidiaries are carried at cost less any impairment in net
recoverable value that has been recognised in the income statement.

BUSINESS COMBINATIONS - The acquisition of subsidiaries is accounted for using the purchase method.
The cost of the acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions for recognition under FRS 103 are recognised at their
fair values at the acquisition date, except for non-current assets (or disposal groups) that are classified as held
for sale in accordance with FRS 105 Non-Current Assets Held for Sale and Discontinued Operations, which are
recognised and measured at fair value less costs to sell.

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

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

FINANCIAL INSTRUMENTS - Financial assets and financial liabilities are recognised on the Group’s balance
sheet when the Group becomes a party to the contractual provisions of the instrument.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial instrument and of
allocating interest income or expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts or payments through the expected life of the financial instrument, or
where appropriate, a shorter period. Income is recognised on an effective interest basis for debt instruments.

Financial assets

Financial assets are classified into the following specified categories: “available-for-sale” financial assets and “loans
and receivables”. The classification depends on the nature and purpose of financial assets and is determined at
the time of initial recognition.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Financial assets (cont’d)
Loans and receivables
Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in
an active market are classified as “loans and receivables”. Loans and receivables are measured at amortised
cost using the effective interest method less impairment. Interest is recognised by applying the effective interest
rate method, except for short-term receivables when the recognition of interest would be immaterial.

Available-for-sale investments

Available-for-sale investments are measured at cost less impairment loss, if any, with reference to the net
asset value of the investment as the fair value of the unquoted investment cannot be determined reliably and
reasonably as at year end. Impairment for such investments measured at cost is accounted for in accordance
with impairment of financial assets (see below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the investment have been impacted.

For financial assets carried at amortised cost, the amount of the impairment loss is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original effective
interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with
the exception of trade, bills and other receivables where the carrying amount is reduced through the use of
an allowance account. When such receivable is uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to the allowance account. Changes in the
carrying amount of the allowance account are recognised in income statement.

With the exception of available-for-sale equity instruments (at fair value), if in a subsequent period, the amount
of the impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment loss was recognised, the previously recognised impairment loss is reversed through income
statement to the extent the carrying amount of the investment at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised.

Any subsequent impairment in available-for-sale at cost cannot be reversed.

Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and equity instruments issued by the Group are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments are recorded at the proceeds received, net of direct issue costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Financial liabilities and equity instruments (cont’d)

Financial liabilities

Trade payables are initially measured at fair value, net of transaction costs, and are subsequently measured at
amortised cost, using the effective interest rate method, with interest expense recognised on an effective yield
basis.

Interest-bearing bank loans and overdrafts are initially measured at fair value, and are subsequently measured
at amortised cost, using the effective interest method. Any difference between the proceeds (net of transaction
costs) and the settlement or redemption of borrowings is recognised over the term of the borrowings in
accordance with the Group’s accounting policy for borrowing costs (see below).

Financial guarantee contract liabilities are measured initially at their fair values and subsequently at the higher
of the amount recognised as a provision and the amount initially recognised less cumulative amortisation in
accordance with the revenue recognition policies described below.

Derivative financial instruments

The Group enters into a variety of derivative financial instruments to manage its exposure to changes in
commodities (such as copper) price and foreign exchange rate risk, including foreign exchange forward
contracts and copper swaps.

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

The fair value of hedging derivatives is classified as a non-current asset or a non-current liability if the remaining
maturity of the hedge relationship is more than 12 months and as a current asset or a current liability if the
remaining maturity of the hedge relationship is less than 12 months.

Derivatives not designated into an effective hedge relationship are classified as a current asset or a current
liability.

LEASES - Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease
unless another systematic basis is more representative of the time pattern in which use benefit derived from the
leased asset is diminished. Initial direct costs incurred in negotiating and arranging an operating lease are added
to the carrying amount of the leased asset and recognised on a straight-line basis over the lease term.
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The Group as lessee
Rentals payable under operating leases are charged to income statement on a straight-line basis over the term
of the relevant lease. Benefits received and receivable as an incentive to enter into an operating lease are also
spread on a straight-line basis over the lease term.

INVENTORIES - Inventories are measured at the lower of cost (weighted average method) and net realisable
value. Cost includes all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition. Net realisable value represents the estimated selling price less
estimated costs to completion and costs to be incurred in marketing, selling and distribution.

PROPERTY, PLANT AND EQUIPMENT - Property, plant and equipment are carried at cost, less accumulated
depreciation and any impairment losses.

Assets under construction are stated at cost. No depreciation is provided until the construction is completed and
the assets are put into use.

Depreciation is charged so as to write off the cost of other assets, less residual value, if appropriate, over their
estimated useful lives, using the straight line method at the following rates per annum:

Leasehold properties and improvements - 10 to 20%
Plant and equipment - 10 to 20%
Motor vehicles - 20%

The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the
effect of any changes in estimate accounted for on a prospective basis.

Fully depreciated assets still in use are retained in the financial statements.

The gain or loss arising on disposal or retirement of an item of property, plant and equipment is determined
as the difference between the sales proceeds and the carrying amounts of the asset and is recognised in the
income statement.

GOODWILL - Goodwill arising on the acquisition of a subsidiary or a jointly controlled entity represents the
excess of the cost of acquisition over the Group’s interest in the net fair value of the identifiable assets, liabilities
and contingent liabilities of the subsidiary or jointly controlled entity recognised at the date of acquisition. Goodwill is
initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment
losses.

Annual Report 2008 Kingboard Copper Foil Holdings Limited 37



Notes to Financial Statements
December 31, 2008

38

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

For the purpose of impairment testing, goodwill is allocated to each of the group’s cash generating units
expected to benefit from the synergies of the combination. Cash generating units to which goodwill has been
allocated are tested for impairment annually, or more frequently when there is an indication that the unit may be
impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit. An impairment
loss recognised for goodwill is not reversed in a subsequent period.

On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of the profit or
loss on disposal.

PREPAID LAND USE RIGHTS - The cost acquiring land use rights in the People’s Republic of China (“PRC”)
are classified as prepaid land use right and are amortised on a straight line basis over the period of 50-70 years,
which represents the relevant land use rights have been granted to the Group.

IMPAIRMENT OF TANGIBLE ASSETS — At each balance sheet date, the Group reviews the carrying amounts
of its tangible assets to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

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

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash generating unit) is reduced to its recoverable amount. An impairment l0ss is
recognised immediately in the income statement.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for
the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in the
income statement.

PROVISIONS - Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable the Group will be required to settle the obligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation.
When a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is
the present value of those cash flows.
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When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be received and
the amount of the receivable can be measure reliably.

REVENUE RECOGNITION - Revenue is measure at the fair value of the consideration received or receivables.
Revenue is reduced for estimated customer returns, rebates and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are satisfied:

the Group has transferred to the buyer the significant risks and rewards of ownership of the goods;

. the Group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;
. it is probable that the economic benefits associated with the transaction will flow to the entity; and
D the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable.

Dividend income
Dividend income from investments is recognised when the shareholders’ rights to receive payment have been
established.

BORROWING COSTS - Borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are substantially ready
for their intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised as in the income statement in the period in which they are incurred.
RETIREMENT BENEFIT COSTS — Payments to the state-sponsored pension scheme operated by the PRC

government, are dealt with as payments to defined contribution plans where the Group’s obligations under the
plans are equivalent to those arising in a defined contribution retirement benefit plan.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

EMPLOYEE LEAVE ENTITLEMENTS - Employee entitlements to annual leave are recognised when they accrue
to employees. A provision is made for the estimated liability for annual leave as a result of services rendered by
employees up to the balance sheet date.

INCOME TAX — Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in
the income statement because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are not taxable or tax deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted in countries where the Company and
subsidiaries operate by the balance sheet date.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will
be available against which deductible temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

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

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset realised and based on the tax rates (and tax laws) that have been enacted or substantively enacted by
the balance sheet date.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax are recognised as an expense or income in income statement, except when they relate
to items credited or debited directly to equity, in which case the tax is also recognised directly in equity, or where
they arise from the initial accounting for a business combination. In the case of a business combination, the tax
effect is taken into account in calculating goodwill or determining the excess of the acquirer’s interest in the net
fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities over cost.
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FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION - The individual financial statements of each
Group entity are prepared in the currency of the primary economic environment in which the entity operates (its
functional currency). The consolidated financial statements of the Group and the balance sheet and statement
of changes in equity of the Company are presented in Hong Kong dollars, which is the functional currency of the
Company, and the presentation currency for the consolidated financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s
functional currency are recorded at the rates of exchange prevailing on the date of the transaction. At each
balance sheet date, monetary items denominated in foreign currencies are retranslated at the rates prevailing on
the balance sheet date. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on retranslation of monetary items are
included in income statement for the period. Exchange differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains and losses are recognised directly in equity. For
such non-monetary items, any exchange component of that gain or loss is also recognised directly in equity.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign
operations (including comparatives) are expressed in Hong Kong dollars using exchange rates prevailing on the
balance sheet date. Income and expense items (including comparatives) are translated at the average exchange
rates for the period, unless exchange rates fluctuated significantly during that period, in which case the exchange
rates at the dates of the transactions are used. Exchange differences arising, if any, are classified as equity and
transferred to the Group’s translation reserve. Such translation differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities
(including monetary items that, in substance, form part of the net investment in foreign entities), and of
borrowings designated as hedges of such investments, are taken to the foreign currency translation reserve.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and
liabilities of the foreign operation and translated at the closing rate.

CASH AND CASH EQUIVALENTS - Cash and cash equivalents comprise cash on hand and demand deposits
and other short-term highly liquid investments that are readily convertible to a known amount of cash and are

subject to an insignificant risk of changes in value.

CAPITAL RESERVE - This pertains to the surplus on acquisition of subsidiaries, pursuant to a Group
Restructuring Exercise.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Critical judgements in applying the entity’s accounting policies

In the process of applying the Group’s accounting policies, which are described in Note 2, the management is
of the opinion that any instances of application of judgments are not expected to have a significant effect on the
amounts recognised in the financial statements (apart from those involving estimates).

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.

Allowance for inventories

Determining whether an allowance is necessary in the valuation of inventories is based on a comparison of
whether the historical value of the inventories is greater than their estimated selling price less all the related costs
related to the selling process. In addition, a detailed physical examination and quality tests are also carried out in
order to derive their realisable values. Once the carrying value of the inventories is higher than their net realisable
values, an allowance will be made so that the carrying value of inventories would not be higher than their net
realisable values in the open market. A provision of HK$76,620,000 (2007: HK$18,357,000) was made for the
Group in respective of the year ended December 31, 2008 on the above basis. The cumulative allowance as at
that date is HK$123,552,000 (2007: HK$46,932,000).

Useful lives of property, plant and equipment

As described in Note 2, the Group reviews the estimated useful lives of property, plant and equipment at the end
of each year end. The estimated useful lives reflect the directors’ estimate of the periods that the Group intends
to derive future economic benefits from the use of the Group’s property, plant and equipment.

The carrying amount of property, plant and equipment at balance sheet date are disclosed in Note 12.

Allowance for doubtful debts

Note 2 describes that trade receivables are measured at initial recognition at fair value, and are subsequently
measured at amortised cost using the effective interest method. Appropriate allowance for estimated
irrecoverable amounts is recognised in the consolidated income statements when there is objective evidence
that the asset is impaired.

In making the judgment, management considered detailed procedures have been in place to monitor this risk
as a significant portion of the Group’s working capital is devoted to trade receivables. In determining whether
impairment for bad and doubtful debts is required, the Group takes into consideration the ageing status and
estimates the likelihood of collection. Following the identification of doubtful debts, the responsible sales
personnel discuss with the relevant customers and report on the recoverability. Specific allowance is only
made for trade receivables that are estimated to be unlikely to be collected. In this regard, the directors of the
Company are satisfied that this risk is minimal and adequate impairment for doubtful debts has been made in the
consolidated financial statements in light of the current creditworthiness and the past collection history of each
customer as disclosed in Note 8.
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4. FINANCIAL INSTRUMENTS RISKS AND CAPITAL RISK MANAGEMENT
Categories of financial instruments
The following table sets out the financial instruments as at the balance sheet date:

THE GROUP THE COMPANY
2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000

Financial assets

Due from a subsidiary - - 862,983 865,259
Available-for-sale financial assets 19,800 19,800 19,800 19,800
Loans and receivables (including cash

and cash equivalents) 653,853 790,632 12,950 10,150
Total 673,653 810,432 895,733 895,209

Financial liabilities

Due to a subsidiary - — 1,155 639
Trade payables 109,005 164,474 - -
Bank borrowings (including bank overdrafts

and bills payables) 180,152 338,903 - -
Total 289,157 503,377 1,155 639
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FINANCIAL INSTRUMENTS RISKS AND CAPITAL RISK MANAGEMENT (cont’d)
Financial risk management policies and objectives

The Group’s major financial instruments include cash and bank balances, bank borrowings, trade receivables,
bills receivables and other receivables, trade and other payables. Details of these financial instruments are
disclosed in respective notes. The risks associated with these financial instruments and the policies on how to
mitigate these risks are set out below. The management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.

The Group does not hold or issue derivative financial instruments for speculative purposes.

There has been no change to the Group’s exposure to these financial risks or the manner in which it manages
and measures the risk. Market risk exposures are measured using sensitivity analysis indicated below.

The Group is exposed to interest rate, foreign currency, credit and liquidity risks. The Group’s risk management
approach seeks to minimise any potential adverse impact of these exposures. The Group reviews and agrees
policies for managing each of these risks and they are summarised below:

0]

(ii)

Credit risk management

Credit risk is the risk that counterparties are unable to meet their obligations resulting in financial loss
to the Group. It is the Group’s policy to enter into transactions with a diversity of credit-worthy parties
to mitigate any significant concentration of credit risk. The Group ensures that sales of products are
rendered to customers with appropriate credit history and has internal mechanisms to monitor the
granting of credit and management of credit exposures. The Group has made provisions for potential
losses on credits extended. Surplus funds are placed with reputable financial institutions. The Group’s
maximum exposure to credit risk in the event the counterparties fail to perform their obligations in relation
to each class of recognised financial assets is the carrying amount of those assets as indicated in the
balance sheet. The Group is mainly exposed to credit risk on bills receivables.

The credit risk for bank deposits and bank balances exposed is considered minimal as such amounts are
placed with banks with good credit ratings.

The Group has no significant concentration of credit risk, with exposure spread over a number of
counterparties and customers. Further details of credit risk on trade and other receivables are disclosed
in Note 8.

Foreign exchange risk management

Several subsidiaries of the Company have foreign currency sales/purchases denominated in currencies
other than the entity’s functional currencies, which expose the Group to foreign currency risk. Whenever
possible, the Group seeks to maintain a natural hedge through the matching of liabilities, including
borrowings, against assets in the same currency or against the entity’s functional currency, in particular
its future revenue stream. Transactional exposures in currencies other than the entity’s functional
currency are kept to a minimal level.
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FINANCIAL INSTRUMENTS RISKS AND CAPITAL RISK MANAGEMENT (cont’d)

(ii)

Foreign exchange risk management (cont’d)

The Group’s foreign currency exposure arises mainly from the exchange rate movements of the United
States dollar (“USD”), the Renminbi (“‘RMB”) and Hong Kong dollar (“HK$”). These exposures are
managed primarily by using natural hedges by matching foreign currency cashflows.

Several subsidiaries of the Company have foreign currency sales and purchases, which expose the
Group to foreign currency risk. Approximately 15% (2007: 17%) of the Group’s sales are denominated in
currencies other than the functional currency of the group entity making the sale, whilst about 28% (2007:
35%) of costs are denominated in the Group entity’s functional currency.

Foreign currency sensitivity

The following table details the sensitivity to a 5% increase and decrease in the Hong Kong dollar against
the relevant foreign currencies. 5% is the sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents management’s assessment of the possible
change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period end for a 5% change in foreign
currency rates. The sensitivity analysis includes external loans as well as loans to foreign operations within
the Group where the denomination of the loan is in a currency other than the currency of the lender or
the borrower.

Group
2008 2007
HK$’000 HK$’000
5% strengthening of Hong Kong dollars against the relevant
currency and increase (decrease) in profit for the year
United States Dollars (15,357) (77)
Euro (71) (31)
Japanese Yen 7,505 (772)
5% weakening of Hong Kong dollars against the relevant
currency and increase (decrease) in profit for the year
United States Dollars 15,357 77
Euro 71 31
Japanese Yen (7,505) 772
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FINANCIAL INSTRUMENTS RISKS AND CAPITAL RISK MANAGEMENT (cont’d)

(ii)

(i)

Foreign exchange risk management (cont’d)

Foreign currency sensitivity (cont’d)

This is mainly attributable to the exposure outstanding on receivables and payables denominated in the
above non-functional currency at year end.

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk
as the year end exposure does not reflect the exposure during the year.

When necessary, foreign exchange forward contracts are used by the Group to manage its foreign
currency exposure arising from its operating activities.

As further disclosed in Note 2 on foreign currencies, exchange differences on the Group’s net investment
in the foreign subsidiary companies are dealt with through the foreign currency translation reserve. This
currency translation risk is regularly monitored.

The breakdown of foreign currency risk by currencies is disclosed in the notes to the financial statements
when appropriate.

Interest rate risk management
The Group’s primary interest rate risk relates to its borrowings from banks.

The Group’s bank balances have exposure to cash flow interest rate risk due to the fluctuation of the
prevailing market interest rate on bank balances. The directors consider the Group’s exposure of the
short-term bank deposits to interest rate risk is not significant as interest bearing bank balances are within
short maturity period. The interest rate and term of repayment of the bank borrowings are disclosed in
Note 16.

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for interest
bearing bank balances and bank borrowings at the balance sheet date and the stipulated changes taking
place at the beginning of the financial year and held constant throughout the financial year to floating
rates.

If interest rates on interest bearing bank balances and bank borrowings had been 50 basis points higher/
lower and all other variables were held constant, the potential effect on profit for the year is as follows:

2008 2007

HK$’000 HK$’000

50 basis points-higher increase (decrease) in profit for the year 1,235 (439)
50 basis points-lower (decrease) increase in profit for the year (1,235) 439
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(iv)

Liquidity risk management

In the management of the liquidity risk, the Group monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The management monitors the utilisation of bank borrowings and
ensure compliance with loan covenants.

The Group relies on bank borrowings as a significant source of liquidity. As at December 31, 2008, the
Group has available unutilised bank borrowings facilities of approximately HK$2,129,040,000 (2007:
HK$1,744,809,000).

The Group has sufficient working capital to fund its operations.

Liquidity and interest risk analysis

Non-derivative financial liabilities

The following tables detail the remaining contractual maturity for non-derivative financial liabilities. The
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the
earliest date on which the Group and the Company can be required to pay.

Weighted
average  On demand Within
effective or within 6 months After
interest rate 6 months to 1 year 1 year Total
% (p.a.) HK$’000 HK$’'000 HK$'000 HK$’'000
THE GROUP
2008
Bank borrowings 2.9 180,152 - - 180,152
Trade payables - 109,005 - - 109,005
289,157 - - 289,157
2007
Bank borrowings 5.5 338,903 - - 338,903
Trade payables - 164,474 - - 164,474
503,377 - - 503,377
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(iv) Liquidity risk management (cont’d)

Liquidity and interest risk analysis (cont’d)
Non-derivative financial assets
The following table details the expected maturity for non-derivative financial assets. The tables below
have been drawn up based on the undiscounted contractual maturities of the financial assets including
interest that will be earned on those assets except where the Group and the Company anticipates that
the cash flow will occur in a different period.

Weighted
average  On demand Within
effective or within 6 months After
interest rate 6 months to 1 year 1 year Total
% (p.a.) HK$’000 HK$'000 HK$’000 HK$’000
THE GROUP
2008
Cash and bank balances 0.80 372,828 - - 372,828
Trade and other receivables
Non-interest bearing - 273,271 - - 273,271
Variable interest - - - - -
Fixed interest 8.00 5,300 - - 5,300
2007
Cash and bank balances 1.41 237,356 - - 237,356
Trade and other receivables
Non-interest bearing - 362,177 - - 362,177
Variable interest 473 188,231 - - 188,231
Fixed interest 8.00 2,500 - - 2,500

Derivative financial instruments

The Group’s derivative financial instruments as at December 31, 2008 comprise of copper swaps with
positive fair value amounting to HK$2,454,000 (2007: HK$368,000) with contracted net cash inflows or
outflows due within 1 year.
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FINANCIAL INSTRUMENTS RISKS AND CAPITAL RISK MANAGEMENT (cont’d)

(v)

(vi)

Fair value of financial assets and financial liabilities

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction
between knowledgeable wiling parties in an arm’s length transaction, other than in a forced or liquidation
sale. Fair values are obtained through quoted market prices, discounted cash flow models and option
pricing models as appropriate.

Management has determined that the carrying amounts of cash and bank balances, trade and other
receivables, amounts due from (to) fellow subsidiaries, trade and other payables and bank borrowings,
based on their notional amounts, reasonably approximate their fair values because these are mostly short
term in nature or are repriced frequently.

Capital risk management policies and objectives

The Group manages its capital to ensure that entities in the Group will be able to continue as a going
concern while maximising the return to stakeholders through the optimisation of the debt and equity
balance. The Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, cash and cash equivalents and equity attributable to
equity holders of the Company, comprising issued capital, reserves and retained earnings.

The global financial and capital markets have experienced severe credit crunch and volatility. The ability of
the Group’s customers to maintain operations and profitability and to pay their debts as they mature may
be dependent to a large extent on the effectiveness of the fiscal measures and other actions, beyond
their control, undertaken to achieve economic recovery.

Nevertheless, the Group maintains adequate financial resources, together with long-term contracts with
a number of customers.

The management has a reasonable expectation that the Group is well placed to manage its business
risks successfully despite the current uncertain economic outlook. The management believes that
the Company and the Group have adequate resources to continue in operational existence for the
foreseeable future.
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HOLDING COMPANY AND RELATED COMPANY TRANSACTIONS

The holding companies of the Company are as follows:—

Relationship Name of holding company Country of incorporation
Immediate holding company Excel First Investments Limited British Virgin Islands
Intermediate holding company Kingboard Laminates Holdings Limited Cayman Islands
Intermediate holding company Jamplan (BVI) Limited British Virgin Islands
Ultimate holding company Kingboard Chemical Holdings Limited Cayman Islands

Related companies in these financial statements refer to members of the ultimate holding company’s group of
companies.

Many of the Group’s transactions and arrangements are with related companies and the effect of these on the
bases determined between the parties are reflected in these financial statements. The balances are unsecured,
interest-free and repayable on demand unless otherwise stated.

Transactions between the Company and its subsidiaries, which are related companies of the Company have
been eliminated on consolidation and are not disclosed in this note. Details of transactions between the Group

and other related companies are disclosed below.

Significant inter-company transactions with fellow subsidiaries:

Group
2008 2007
HK$’000 HK$’000
Revenue

— sales of goods (2,924,884) (3,276,568)
— other income (12,849) (14,565)
Interest income (2,397) (4,631)
Rental income (1,120) (1,045)
Management fee expense 4,877 6,656
Purchase of goods 13,551 8,665
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6.

CASH AND BANK BALANCES

Group
2008 2007
HK$°000 HK$’000
Cash at bank 372,153 236,238
Cash on hand 675 1,118
Total 372,828 237,356

The Group’s cash and bank balances that are not denominated in the functional currencies of the respective
entities are as follow:

Group
2008 2007
HK$’000 HK$’000
United States dollars 280,444 112,930
Japanese Yen 1 555)
Macau Patacas 621 320
Euro 1,412 17
DERIVATIVE FINANCIAL INSTRUMENTS
Group
2008 2007
HK$°000 HK$’000
Copper swap contracts 2,454 368

The Group currently uses copper swap contracts to minimise its exposure to price fluctuation of copper.
As at the year ended December 31, 2008, the gain on fair value change of approximately HK$2,454,000 (2007:
HK$368,000) has been credited to income statement. During the year, approximately HK$50,676,000 (2007:

HK$12,472,000) of gain has been recognised in the income statement in respect of contracts that realised.

As at year end, the Group has an outstanding swap contract maturing on March 3, 2009 for selling 500 metric
tonnes of copper at a rate of US$3,617 per metric ton.
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TRADE AND OTHER RECEIVABLES AND PREPAYMENTS

Group Company

2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000

Trade receivables
— Fellow subsidiaries (Note 5) 3,744 431,551 - -
— Qutside parties 76,476 81,004 - -
80,220 512,555 - -
Bills receivables 175,963 14,564 - -
Prepayments 1,569 8,584 4,731 4,731
Deposits 24 24 - -
Advance payments to suppliers 69,104 144,081 - -
Receivable from copper swap contracts 9,438 15,639 - -
Outside parties 12,950 10,150 12,950 10,150
349,268 705,597 17,681 14,881

As at December 31, 2007, included in trade receivables from fellow subsidiaries are receivables amounting to
HK$188,231,000 which bore effective interest at rates ranging from 4.10% to 5.35% per annum.

At December 31, 2008, included in the Group and the Company’s amounts due from outside parties of
approximately HK$12,950,000 (2007: HK$10,150,000) is amount of approximately HK$5,300,000 (2007:
HK$2,500,000) which is interest bearing at a rate of 8% per annum. The remaining balances of the Group and
the Company’s amounts due from outside parties are non-interest bearing.

Included in the Group’s trade receivable balance are debtors with a carrying amount of HK$21 million (2007:
HK$188 million) which are past due at the reporting date for which the Group has not made any allowance for
doubtful debts as there has not been a significant change in credit quality and the amounts are still considered
recoverable. The Group does not hold any collateral over these balances. The average age of these receivables
are 108 days (2007: 98 days).

The credit period on sale of goods ranges from 30 to 90 days (2007: 30 to 90 days).

The Group has provided fully for all receivables over 120 days because historical experience is such that these
receivables are generally not recoverable. Trade receivables between 60 days and 120 days are provided for
based on estimated irrecoverable amounts from the sale of goods, determined by reference to past default
experience.

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality of the
trade receivable from the date credit was initially granted up to the reporting date. The concentration of credit risk is
limited due to the customer base being large and unrelated. Accordingly, the directors believe that there is no
further credit provision required in excess of the allowance for doubtful debts.
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8. TRADE AND OTHER RECEIVABLES AND PREPAYMENTS (cont’d)

Movement in allowance for doubtful debts - trade

Group Company

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

Balance at beginning of year 6,777 1,657 - -

Currency realignment 110 120 - -
Increase in allowance recognised

in income statement 241 6,974 - -

Amount written off during the year (241) (1,974) - -

Balance at end of year 6,887 6,777 - -

The Group’s trade and other receivables and prepayments that are not denominated in the functional currencies
of the respective entities are as follow:

Group
2008 2007
HK$’000 HK$’000
United States dollars 39,320 54,109
Japanese Yen - 1,823
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9. PREPAID LAND USE RIGHTS

Group
HK$’000
Cost:
At January 1, 2007 40,834
Currency realignment 3,123
Addition 1,433
Acquired on acquisition of subsidiary (Note 27) 2,076
At December 31, 2007 47,466
Currency realignment 2,933
At December 31, 2008 50,399
Accumulated amortisation:
At January 1, 2007 3,281
Amortisation during the year 905
Currency realignment 277
At December 31, 2007 4,463
Amortisation during the year 1,252
Currency realignment 290
At December 31, 2008 6,005
Carrying amount:
At December 31, 2008 44,394
At December 31, 2007 43,003
Group
2008 2007
HK$°000 HK$’000
Current 1,018 958
Non-current 43,376 42,045
44,394 43,003

This represents prepaid land use rights in the People’s Republic of China for a period ranging from 50-70 years.
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11.

INVENTORIES
Group
2008 2007
HK$°000 HK$’000
Raw materials, at cost 450,305 330,293
Less: impairment loss on raw materials (22,527) -
Less: allowance for slow moving raw materials (20,884) (20,884)
406,894 309,409
Work in progress, at cost 26,820 39,402
Finished goods, at cost 114,266 163,968
Less: impairment loss on finished goods (54,093) -
Less: allowance for slow moving finished goods (26,048) (26,048)
34,125 137,920
Net 467,839 486,731
SUBSIDIARIES
Company
2008 2007
HK$°000 HK$’000
Unquoted equity shares, at cost 393,775 393,775
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SUBSIDIARIES (cont’d)

The details of the significant subsidiaries are as follows:

Name of subsidiary and Voting
country of incorporation/ power held
registration and operations Principal activities by the Group
2008 2007
% %
Hong Kong Copper Foil Limited Investment holding 100 100
(British Virgin Islands)
Fogang Kingboard Industry Ltd (Note a) Manufacture of copper foil 100 100
(People’s Republic of China)
Kingboard Chemical Investment holding 100 100
Investment Limited (Note a)
(British Virgin Islands)
Kingboard Copper Foil Trading in copper foil 100 100
(MCO) Limited (Note a)
(Macau)
Kingboard (Fogang) Specialty Manufacture of specialty 100 100
Resins Limited (Note b) resins and related products
(People’s Republic of China)
Kingboard (Lianzhou) Manufacture of copper foil 100 100
Copper Fail Ltd (Note a)
(People’s Republic of China)
Jiangxi Hong Feng Plastics Company Manufacture of specialty 51 51

Limited (Note a)
(People’s Republic of China)

resins and related products

The above subsidiaries are audited by overseas member firms of Deloitte Touche Tohmatsu.

Notes:

(@ Shares held by Hong Kong Copper Foil Limited.

(b) Shares held by Kingboard Chemical Investment Limited.

The amount due from a subsidiary is unsecured, non-interest bearing and is repayable at the sole discretion of
the directors of the subsidiary, and is thus treated as deemed investment in the subsidiary and classified as non-

current.

The amount due to a subsidiary is unsecured, interest-free and repayable on demand.
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12. PROPERTY, PLANT AND EQUIPMENT

Leasehold
properties and Plant and Motor Construction
improvements  equipment vehicles in progress Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Group
Cost:
At January 1, 2007 265,142 1,335,070 9,887 85,633 1,695,732
Additions 257 5,414 736 101,431 107,838
Acquired on acquisition of
a subsidiary (Note 27) - 36,899 254 - 37,153
Disposals (7,013) (16,760) (549) - (24,322)
Reclassified from construction
in progress 666 147,984 - (148,650) -
Currency realignment 19,088 105,409 744 4,294 129,535
At December 31, 2007 278,140 1,614,016 11,072 42,708 1,945,936
Additions 2,879 45,836 - 296,539 345,254
Disposals - (4,458) (300) - (4,758)
Reclassified from construction
in progress 15,421 3,610 - (19,031) -
Currency realignment 17,571 100,372 680 5,943 124,566
At December 31, 2008 314,011 1,759,376 11,452 326,159 2,410,998
Group
Accumulated depreciation:
At January 1, 2007 44,658 531,769 7,349 - 583,776
Depreciation during the year 11,971 141,374 792 - 154,137
Disposals (7,013) (16,236) (527) - (23,776)
Currency realignment 3,463 43,505 545 - 47,513
At December 31, 2007 53,079 700,412 8,159 - 761,650
Depreciation during the year 14,368 157,374 808 - 172,550
Disposals - (3,824) (288) - (4,112)
Currency realignment 3,614 44,459 510 - 48,583
At December 31, 2008 71,061 898,421 9,189 - 978,671
Carrying amount:
At December 31, 2008 242,950 860,955 2,263 326,159 1,432,327
At December 31, 2007 225,061 913,604 2,913 42,708 1,184,286
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PROPERTY, PLANT AND EQUIPMENT (cont’d)

Details of the leasehold properties held by the Group as at December 31, 2008 are set out below:

Location Description Tenure of land use rights
Shijiao Town, Staff quarters 70 years from 1994
Fogang, PRC (Area: 8,981 sq m)

Shijiao Town, Factory building 50 years from 1994
Fogang, PRC (Area: 18,413 sq m)

Shijiao Town, Factory building 50 years from 1993
Fogang, PRC (Area: 27,332 sq m)

Shijiao Town, Factory building 50 years from 2001
Fogang, PRC (Area: 71,846 sq m)

Shijiao Town, Factory building 50 years from 2004
Fogang, PRC (Area: 168,033 sq m)

Tangtang Town,
Huanghuahu Development Area,
Fogang, PRC

Staff quarters
(Area: 666 sq m)

Lianzhou Town,
Lianzhou, PRC

Factory building
(Area: 563,843 sq m)

AVAILABLE-FOR-SALE INVESTMENTS

70 years from 1997

50 years from 2005

Group Company
2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000
At beginning of year 19,800 9,000 19,800 9,000
Additions - 10,800 - 10,800
At end of year 19,800 19,800 19,800 19,800

Available-for-sale investments comprise of unquoted equity share representing 10% equity investment in Linkfit

Investments Holdings Limited, a private company incorporated in Samoa.

The unquoted equity shares are stated at cost less any impairment loss at the balance sheet date because the
fair value of the unquoted equity shares cannot be reliably measured. No impairment loss has been recognised

in the income statement.
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16.

NON-CURRENT DEPOSITS

Non-current deposits represent deposits paid for the acquisition of property, plant and equipment.

GOODWILL
Group
2008 2007
HK$’000 HK$’000
At beginning of year 238 -
Arising on acquisition of a subsidiary - 238
At end of year 238 238

The goodwill of HK$238,000 was derived from the acquisition of a subsidiary during the year ended December
31, 2007. As at year ended, management has reviewed and found no indicators of impairment on this goodwill as
the subsidiary continues to be profitable and has a positive net worth.

BANK BORROWINGS
Group
2008 2007
HK$’000 HK$’000
Bills payable 54,250 13,812
Trust receipt loans 125,902 325,091
180,152 338,903

These unsecured bank borrowings bear effective interest ranging from 0.8% to 1% (2007: 0.8% to 1%) above
HIBOR per annum and are repayable within the next 12 months. The repayment period ranges from 30 days to
360 days (2007: 30 days to 360 days) depending on the credit terms agreed with the creditors and banks.

The above credit facilities are provided under corporate guarantees from the Company.

The Group’s bank borrowings that are not denominated in the functional currencies of the respective entities are as
follow:

Group
2008 2007
HK$’000 HK$’000
United States dollars 3,251 166,036
Euro - 645
Japanese Yen 79,890 15,503
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TRADE PAYABLES

Group
2008 2007
HK$’000 HK$’000
Outside parties 90,565 85,352
Accrued operating expenses 18,440 79,122
109,005 164,474

Trade payables principally comprise trade creditors arising from purchases of copper cathode, the main
ingredient of copper foil. The average credit period on purchases of goods is approximately 17 days (2007: 11
days).

Included in accrued operating expenses are advances from minority interest amounting to HK$3,567,000 (2007:
HK$5,025,000) which are unsecured, interest-free and repayable on demand.

The Group’s trade payables that are not denominated in the functional currencies of the respective entities are as
follow:

Group
2008 2007
HK$’000 HK$’000
United States dollars 9,363 2,534
Japanese Yen 2,318 2,318

RETIREMENT BENEFIT OBLIGATIONS

Employees of subsidiaries in the PRC are members of the state-sponsored pension scheme operated by the
PRC government. The subsidiaries are required to contribute a certain percentage of their payroll to the pension
scheme to fund the benefits. The only obligation of the Group with respect to the pension scheme is to make the
required contributions.
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SHARE CAPITAL
Group and Company
2008 2007 2008 2007
’000 ’000 HK$’000 HK$’000
Number of ordinary shares
of US$0.10 each
Authorised 2,000,000 2,000,000 1,550,000 1,550,000
Issued and fully paid:
At beginning and end of financial year 722,500 722,500 560,200 560,200
REVENUE
Revenue for the Group represents amounts received and receivable from the sale of manufactured goods.
OTHER OPERATING INCOME
Group
2008 2007
HK$’000 HK$’000
Interest income from non-related companies 2,851 3,134
Interest income from fellow subsidiaries (Note 5) 2,397 4,631
Rental income from a fellow subsidiary (Note 5) 1,120 1,045
Foreign exchange gains, net 4,346 15,029
Sales of scrap materials - 198
Quiality claims - 725
Insurance claims refunded - 317
Miscellaneous 805 339
11,519 25,418
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INCOME TAX EXPENSE

The Company does not have a place of business in Singapore and is not a tax resident for Singapore tax
purpose. Accordingly, there is no income tax payable in Singapore. The Group’s tax expenses is derived as
follows:

Group
2008 2007
HK$’000 HK$’000
Hong Kong Profits Tax

Current tax at 16.5% (2007: 17.5%) 8,254 1,644
Underprovision in prior years 368 -
8,622 1,644

PRC Enterprise Income Tax
Current 8,262 27,377
Overprovision in prior years (4,575) (4,103)
3,687 23,274
Income tax expense 12,309 24,918

On March 16, 2007, the PRC promulgated the Law of the PRC on Enterprise Income Tax (the “New Law”)
by Order No. 63 of the President of the PRC. On December 6, 2007, the State Council of the PRC issued
Implementation Regulations of the New Law. Under the New Law and Implementation Regulation, the Enterprise
Income Tax rate of the Group’s subsidiaries in the PRC was reduced from 33% to 25% from January 1, 2008
onwards.

The income tax expense varied from the amount of income tax expense determined by applying the PRC
income tax rate of 25% (2007: 33%) to profit before tax as a result of the following differences:

Group

2008 2007

HK$°000 HK$’000

Profit before tax 132,708 301,821
Income tax expense at statutory rate (Note a) 33,177 99,601
Non-allowable items 25,186 5,979
Effect of different tax rates of subsidiaries operating in other jurisdictions (4,255) (2,777)
Effect of tax exempted profit (28,911) (52,991)
Tax effect of tax holiday (Note b) (8,681) (18,136)
Overprovision in prior years (4,207) (4,103)
Utilisation of tax losses previously not recognised - (3,655)
Income tax expense 12,309 24,918
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INCOME TAX EXPENSE (cont’d)

Notes:

(@ The domestic income tax rate of 25% (2007: 33%) represents the PRC Enterprise Income Tax of which the Group’s
operations are substantially based.

(b) Certain subsidiaries of the Company in the PRC are exempted from income tax in the PRC for two years starting from
the first profit making year in which profits exceed any carried forward tax losses followed by a 50% reduction in the
income tax rate in the following three years.

PROFIT FOR THE YEAR

Group
2008 2007
HK$’000 HK$’000

Auditors’ remuneration:

Auditors of the Company 200 180
Auditors of subsidiaries 400 388

Non-audit fees paid to auditors:

Auditors of subsidiaries 125 31

Directors’ remuneration:

Directors of the Company

— Fees 231 208

— Other emoluments 1,590 1,844
Depreciation expenses 172,550 154,137
Amortisation of prepaid land use rights

(included in administrative expenses) 1,252 905

Allowance for doubtful debt 241 6,974

Allowance for slow moving inventories - 18,357

Impairment loss on inventories 76,620 -

Cost of inventories recognised as expenses 2,652,000 2,673,000

Staff costs (including directors’ remuneration) 47,349 31,629

Costs of defined contribution plans included in staff costs 1,821 1,651

Loss on disposal of property, plant and equipment 183 20

Gain on fair value changes of derivative financial instruments (2,454) (368)

Realised gain on derivative financial instruments (50,676) (12,472)

Compensation of directors and key management personnel

The remuneration of directors and other members of key management during the year was as follows:

Group
2008 2007
HK$’000 HK$’000
Short-term employee benefits 3,578 4,336
Cost of defined contribution plans 89 166

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

to the performance of the individuals and market trends.
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EARNINGS PER SHARE

The basic and fully diluted earnings per share is calculated by dividing the Group’s profit attributable to equity
holders of the Company of HK$120,180,000 (2007: HK$275,840,000) by 722,500,000 (2007: 722,500,000)
being the number of shares in issue during the financial year.

DIVIDENDS

Group
2008
HK$’000

2007
HK$’000

Company

2008
HK$°000

2007
HK$’000

Dividends paid to:

Equity holders of the Company
December 31, 2006 final
dividend of HK$0.04 per share
December 31, 2007 interim
dividend of HK$0.026
per share
December 31, 2007 final
dividend of HK$0.045
per share
December 31, 2008 interim
dividend of HK$0.026
per share

32,513

18,785

28,900

18,785

32,513

18,785

28,900

18,785

51,298

47,685

51,298

47,685

Minority shareholders of
a subsidiary

December 31, 2007 final
dividend

438

Proposed dividend:

Final dividend of HK$0.01
(2007: HK$0.045) per share

7,225

32,513

7,225

32,513

SEGMENT INFORMATION
The Group’s revenue and profit before tax are substantially derived from sales in Macau/the PRC. While 87%
(2007: 91%) of the Group’s revenue and profit before tax are to related companies within the ultimate holding
company’s group of companies. The Group is principally engaged in the manufacture and sale of copper foil and
most of the assets, liabilities and capital expenditure of the Group are employed in the PRC.

Hence, no geographical and business segment information are presented in these financial statements.
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ACQUISITION OF A SUBSIDIARY

On April 1, 2007, the Group acquired 51% of the issued share capital of Jiangxi Hong Feng Plastics Company
Limited for consideration of HK$20,643,000. This acquisition had been accounted for using the purchase
method. The amount of goodwill arising as a result of the acquisition was HK$238,000.

The net assets acquired in the transaction, and the goodwill arising, were as follows:

Acquiree’s
carrying Provisional
amount before fair value
combination adjustments Fair value
HK$’000 HK$’000 HK$’000
Net assets acquired:

Property, plant and equipment 37,153 - 37,153
Prepaid land use rights 2,076 - 2,076
Inventories 140 - 140
Trade and other receivable and prepayments 1,212 - 1,212
Cash and bank balances 363 - 363
Trade payables (934) - (934)
40,010 - 40,010
Minority interests (19,605)
Goodwill on acquisition 238
Total consideration satisfied by cash 20,643

Net cash outflow arising on acquisition:
Cash consideration paid 20,643
Less: cash and bank balances acquired (363)
Net cash outflow 20,280

Jiangxi Hong Feng Plastics Company Limited contributed HK$1,106,000 and HK$23,186,000 to the Group’s
profit and revenue respectively for the period between the date of acquisition and December 31, 2007.

If the acquisition had been completed on January 1, 2007, total group revenue for the year ended December 31,
2007 would have been HK$3,585,637,000, and profit for the year ended December 31, 2007 would have been
HK$276,497,000. The pro forma information is for illustrative purposes only and is not necessarily an indication
of revenue and results of operations of the Group that actually would have been achieved had the acquisition
been completed on January 1, 2007, nor is it intended to be a projection of future results.
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CONTINGENT LIABILITIES

Group Company
2008 2007 2008 2007
HK$’000 HK$’000 HK$°000 HK$’000
Guarantees (unsecured) given to banks
in respect of bank facilities utilised
by the subsidiaries - - 2,254,942 2,008,163

The maximum estimated amount to which the Group and the Company could become liable is as shown above.

At the balance sheet date, the fair value of the financial guarantees given to banks in respect of bank facilities
utilised by the subsidiaries at date of inception is immaterial.

COMMITMENTS
Group
2008 2007
HK$°000 HK$’000
Capital expenditure
Capital expenditure contracted but not provided for in the financial
statements in respect of acquisition of property, plant and equipment 39,461 39,695
OPERATING LEASE ARRANGEMENTS
The Group as lessee
Group
2008 2007
HK$’000 HK$’000
Minimum lease payments under operating leases recognised
as an expense in the year 90 73

As at the balance sheet date, the Group has outstanding commitments under non-cancellable operating leases,
which will fall due as follows:

Group
2008 2007
HK$’000 HK$’000
Within one year 112 73

Operating lease payments represent rentals payable by the Group for certain of its office premises. Leases are
negotiated for one year and rentals are fixed for one year.
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Statement of Directors

In the opinion of the Directors of the Company, the consolidated financial statements of the Group and the balance
sheet and statement of changes in equity of the Company as set out on pages 27 to 66 are drawn up so as to give a
true and fair view of the state of affairs of the Group and of the Company as at December 31, 2008, of the results, equity
changes and cash flows of the Group and changes in equity of the Company for the financial year then ended and at
the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they fall due.

ON BEHALF OF THE BOARD

Cheung Kwok Wing
Chairman

Chan Wing Kwan
Managing Director

February 26, 2009
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Shareholdings

Shareholding as at March 11, 2009

Size of Shareholdings

Size of No. of No. of

Shareholdings Shareholders Percentage Shares Held Percentage

1- 999 4 0.04% 953 0.00%

1,000 - 10,000 7,990 81.68% 30,246,649 4.19%

10,001 - 1,000,000 1,767 18.06% 95,335,667 13.19%

1,000,001 and above 21 0.22% 596,916,731 82.62%
9,782 100% 722,500,000 100%

Authorised share capital : US$200,000,000

Issued share capital : US$72,250,000

Number of shares : 722,500,000

Class of shares : ordinary shares of US$0.10

Voting rights : one vote per share

Based on information available to the Company as at March 11, 2009, approximately 36.03% of the issued ordinary
shares of the Company is held by the public and, therefore, Rule 723 of the Listing Manual issued by the Singapore

Exchange Securities Trading Limited is complied with.
The Company does not have any treasury shares.

Top Twenty Shareholders as at March 11, 2009

S/No. Name No. of Shares Percentage
1 EXCEL FIRST INVESTMENTS LIMITED 449,002,000 62.15%
2 CITIBANK NOMINEES SINGAPORE PTE LTD 39,914,028 5.52%
3 DBS NOMINEES PTE LTD 36,569,000 5.06%
4 UNITED OVERSEAS BANK NOMINEES PTE LTD 16,246,000 2.25%
5 CLSA SINGAPORE PTE LTD 10,923,000 1.51%
6 HSBC (SINGAPORE) NOMINEES PTE LTD 6,714,000 0.93%
7 DBSN SERVICES PTE LTD 6,242,000 0.86%
8 GU JIAN LIN 4,655,000 0.64%
9 UOB KAY HIAN PTE LTD 3,611,000 0.50%
10 PHILLIP SECURITIES PTE LTD 3,435,731 0.48%
11 RAFFLES NOMINEES PTE LTD 3,255,972 0.45%
12 MCCALLUM JOHN CHARLES 1,950,000 0.27%
13 MADELINE GOH 1,930,000 0.27%
14 DBS VICKERS SECURITIES (SINGAPORE) PTE LTD 1,911,000 0.26%
15 KIM ENG SECURITIES PTE. LTD. 1,755,000 0.24%
16 OCBC SECURITIES PRIVATE LTD 1,695,000 0.23%
17 DB NOMINEES (SINGAPORE) PTE LTD 1,620,000 0.22%
18 HO SEONG PENG 1,500,000 0.21%
19 LEE MING SAN 1,400,000 0.19%
20 BOON SUAN AIK 1,382,000 0.19%

595,710,731 82.43%
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Shareholdings

Substantial Shareholders
As shown in the Register of Substantial Shareholders

No of Shares

Direct Deemed

Name of Shareholders Interest Interest

1 Excel First Investments Limited 449,002,000 13,157,000
2 Kingboard Laminates Holdings Limited 462,159,000
3 Jamplan (BVI) Limited 462,159,000
4 Kingboard Chemical Holdings Limited 462,159,000
5 Hallgain Management Limited 462,159,000
6 Cheung Kwok Wing 462,159,000

Mr. Cheung Kwok Wing has approximately 23% shareholding interest in Hallgain Management Limited (“HML”). In turn,
HML has approximately 30.97% shareholding interest in Kingboard Chemical Holdings Limited (“KCHL”), which wholly
owns Jamplan (BVI) Limited (“Jamplan”).

Kingboard Laminates Holdings Limited (“KLHL") is a 74.77% owned subsidiary of KCHL of which 0.45% is held by
KCHL directly and 74.32% is held by Jamplan and its subsidiaries.

Excel First Investments Limited (“EFIL”") is a wholly owned subsidiary of KLHL.

Pursuant to Section 7 of the Companies Act (Chapter 50) of Singapore, EFIL is deemed to have an interest in the
13,157,000 shares held by its subsidiary through the nominees.

Accordingly, KLHL, Jamplan, KCHL, HML and Mr. Cheung Kwok Wing are deemed to have an interest in the

449,002,000 shares held by EFIL and the 13,157,000 shares held by its subsidiary through the nominees, pursuant to
Section 7 of the Companies Act (Chapter 50) of Singapore.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of KINGBOARD COPPER FOIL HOLDINGS LIMITED
will be held at 2nd Floor, Harbour View 1, No. 12 Science Park East Avenue, Phase 2 Hong Kong Science Park, Shatin,
N.T. Hong Kong on Monday, April 27, 2009 at 9:30 a.m. to transact the following business:—

As Ordinary Business

1. To consider and adopt the Directors’ Report and Financial Statements for the year ended Resolution 1
December 31, 2008 together with the Auditors’ Report thereon.

2. To declare a Final Gross Dividend of HK1.0 cent per share in cash for the year ended Resolution 2
December 31, 2008.

3. To approve the payment of Directors’ Fees of HK$231,000/- for the year ended December Resolution 3
31, 2008. (2007: HK$208,000/-)

4. To re-elect Mr Chim Hou Yan, the Director retiring pursuant to Bye-Law 85(2) of the Resolution 4
Company’s Bye-Laws. [see note 3]

5. To re-elect Mr Cheung Kwok Ping, the Director retiring pursuant to Bye-Law 86(1) of the Resolution 5
Company’s Bye-Laws.

6. To re-elect Mr Ong Tiong Wee, the Director retiring pursuant to Bye-Law 86(1) of the Resolution 6
Company’s Bye-Laws. [see note 4]

7. To re-appoint Messrs Deloitte & Touche LLP as Auditors and to authorise the Directors to fix Resolution 7
their remuneration.

As Special Business

To consider and, if thought fit, to pass the following Resolution Nos. 8 and 9 as Ordinary Resolutions
with or without modifications:

8. THAT authority be and is hereby given to the Directors to issue shares in the capital of the Resolution 8
Company (whether by way of rights, bonus or otherwise) at any time and upon such terms
and conditions and for such purposes and to such persons as the Directors of the Company
may, in their absolute discretion, deem fit provided that the aggregate number of shares to
be issued pursuant to this Resolution shall not exceed fifty per cent (50%) of the total number
of issued shares excluding treasury shares at the time of passing of this Resolution, of which
the aggregate number of shares to be issued other than on a pro rata basis to shareholders
of the Company shall not exceed twenty per cent (20%) of the total number of issued shares
excluding treasury shares; and unless revoked or varied by the Company in general meeting,
such authority shall continue in force until the conclusion of the next annual general meeting
of the Company or the date by which the next annual general meeting of the Company is
required by law or by the Bye-Laws of the Company to be held, whichever is earlier.

[see statement under the heading Resolution 8]
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9.

10.

THAT Resolution 9

(@ approval be and is hereby given for the purposes of Chapter 9 of the Listing Manual
of the Singapore Exchange Securities Trading Limited (“Listing Manual”) for
the renewal of the mandate for the Company, its subsidiaries and its associated
companies that are entities at risk (as that term is used in Chapter 9 of the Listing
Manual), or any of them, to enter into transactions falling within the types of interested
person transactions, set out in the Appendix accompanying this Notice of Annual
General Meeting (the “Appendix”), with any party who is of the class of interested
persons described in the Appendix, provided that such transactions are made at
arm’s length, on normal commercial terms and are not prejudicial to the interests of
the Company and/or its minority shareholders and in accordance with the guidelines
and review procedures for such interested person transactions as set out in the
Appendix;

(b) the approval given in paragraph (a) above (the “Shareholders’ Mandate”) shall,
unless revoked or varied by the Company in general meeting, continue in force until
the conclusion of the next Annual General Meeting of the Company; and

(c) the Directors of the Company and each of them be hereby authorised to complete
and do all such acts and things (including executing all such documents as may
be required) as they may consider expedient or necessary or in the interests of the
Company to give effect to the Shareholders’ Mandate and/or this Resolution.

[see statement under the heading Resolution 9]

To transact any other business.

BY ORDER OF THE BOARD
JULIANA LOH JOO HUI
Company Secretary

Singapore, April 9, 2009

Notes:

With the exception of The Central Depository (Pte) Limited who may appoint more than two proxies, a member who holds
two or more shares and entitled to attend and vote at this meeting is entitled to appoint not more than two proxies to attend
and vote in his stead. The instrument appointing a proxy must be deposited at the office of the Share Transfer Agent of the
Company in Singapore, at 3 Anson Road, #27-01 Springleaf Tower, Singapore 079909, not less than forty-eight (48) hours
before the time appointed for holding the meeting or adjourned meeting. A proxy need not also be a member.

Persons holding shares in the capital of the Company through The Central Depository (Pte) Limited are reminded that

the Proxy Forms appointing themselves as proxies must similarly be deposited not less than 48 hours before the time
of the meeting in order for such persons to be able to attend and/or vote at such meeting.
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3. Mr Chim Hou Yan will, upon re-election, continue to serve as members of the Audit, Remuneration and Nominating
Committees of the Company. Mr Chim is a non-executive Director of the Company and is considered independent by the
Board of Directors of the Company.

4. Mr Ong Tiong Wee was appointed Chairman of the Audit, Remuneration and Nominating Committees in place of Mr Lai Chung
Wing, Robert, who resigned as Director of the Company on 27 February 2009 which announcement was made on even
date. Mr Ong Tiong Wee will, upon re-election, continue to serve as Chairman of the Audit, Remuneration and Nominating
Committees of the Company. Mr Ong Tiong Wee is a non-executive Director of the Company and is considered independent
by the Board of Directors of the Company.

STATEMENTS PURSUANT TO BYE-LAW 58(2) OF THE COMPANY’S BYE-LAWS

Resolution 8

The proposed ordinary Resolution 8, if passed, will empower the Directors of the Company to issue new shares in the
capital of the Company, subject to the limits and in the manner as described therein. This authority shall, unless revoked
or varied at a general meeting, expire at the conclusion of the next general meeting of the Company or the date by
which the next annual general meeting of the Company is required by law or by the Bye-Laws of the Company to be
held, whichever is earlier.

The percentage of issued share capital of the Company is based on the number of issued shares excluding treasury
shares at the time of passing of the Resolution approving the mandate after adjusting for (a) new shares arising from
the conversion or exercise of convertible securities, (b) new shares arising from exercising share options or vesting of
share awards outstanding or subsisting at the time of the passing of the resolution approving the mandate, and (c) any
subsequent consolidation or subdivision of shares.

Unless prior shareholders’ approval is required under the Listing Rules, an issue of treasury shares will not require further
shareholders’ approval, and will not be included in the aforementioned limitation.

The Company does not hold any treasury shares.

Resolution 9

The proposed ordinary Resolution 9, if passed, will empower the Directors of the Company from the date of the above
annual general meeting until the next annual general meeting to enter into interested person transactions as approved
by the shareholders at the last Annual General Meeting held on April 28, 2008, particulars of which are set out in the
Appendix. As such commercial transactions are time-sensitive in nature, the Directors seek shareholders’ approval for
the renewal of the Shareholders’ Mandate. The rationale for and benefits of the Shareholders’ Mandate are as described
in the Appendix. This authority will, unless previously revoked or varied at a general meeting, expire at the date of the
next annual general meeting of the Company.

72 Annual Report 2008 Kingboard Copper Foil Holdings Limited







<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /CFangSong-Light
    /CGuLi-Bold
    /CGuYin-Bold
    /CHei-UltraBold
    /CHei2-Bold
    /CHei2-Xbold
    /CHei3-Bold
    /CJNgai-Bold
    /CKan-Xbold
    /CNganKai-Bold
    /CO2Yuen-XboldOutline
    /COYuen-Xbold
    /COYuen-XboldOutline
    /CPo-Bold
    /CPo3-Bold
    /CSong3-Medium
    /CSu-Medium
    /CXLi-Medium
    /CXing-Medium
    /CXingKai-Bold
    /CYuen-SemiMedium
    /MBei-Bold
    /MHei-Bold
    /MHei-Light
    /MHei-Medium
    /MHei-Xbold
    /MKai-Medium
    /MKai-SemiBold
    /MLi-Bold
    /MNgai-Bold
    /MSung-Light
    /MSung-Medium
    /MSung-Xbold
    /MYuen-Light
    /MYuen-Medium
    /MYuen-Xbold
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<

  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


