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* For identification purpose only

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.

KINGBOARD CHEMICAL HOLDINGS LIMITED
建滔化工集團 *

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 148)

CONTINUING CONNECTED TRANSACTIONS

Reference is made to the Announcements in relation to, among other things, the Shirai 
Supply Agreement and the Shirai Purchase Agreement.

On 27 October 2006, Techwise, a 90% owned subsidiary of the Company, entered into 
the Shirai Supply Agreement and the Shirai Purchase Agreement with Shirai. Shirai is 
a company which holds 30% of the entire issued share capital of the JV, a 70% owned 
subsidiary of Techwise, and is therefore a substantial shareholder of a subsidiary of the 
Company and a connected person of the Company under the Listing Rules.
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(ii) the New Shirai Purchase Agreement which sets out the general terms and the basis 
of calculation of the purchase price and service fee upon which the Techwise Group 
purchases laminates from the Shirai Group and subcontracts the services of the Shirai 
Group for the production of PCB,

for a term from 1 January 2010 to 31 December 2012. The New Shirai Supply Agreement 
and the New Shirai Purchase Agreement are on terms similar to those set out in the Shirai 
Supply Agreement and the Shirai Purchase Agreement.

On 19 December 2009, the Board approved the New Shirai Supply Agreement and the 
New Shirai Purchase Agreement as set out in this announcement and the Proposed Annual 
Caps.

The Directors (including the independent non-executive Directors) consider that the 
Continuing Connected Transactions have been conducted on normal commercial terms 
and in the ordinary and usual course of business of the Group, are fair and reasonable and 
in the interests of the Company and the Shareholders as a whole, and that the Proposed 
Annual Caps are fair and reasonable.

LISTING RULES IMPLICATIONS

The Continuing Connected Transactions and the Proposed Annual Caps constitute 
continuing connected transactions of the Company pursuant to Chapter 14A of the 
Listing Rules. As the relevant percentage ratios represented by the aggregate amount 
of the Continuing Connected Transactions and the Proposed Annual Caps are less than 
2.5 per cent., pursuant to Rule 14A.32 of the Listing Rules, the Continuing Connected 
Transactions and the Proposed Annual Caps are only subject to the reporting and 
announcement requirements set out in Rules 14A.45 to 14A.47 and are exempt from 
Independent Shareholders’ approval requirements set out in Chapter 14A of the Listing 
Rules.

Reference is made to the Announcements in relation to, among other things, the Shirai Supply 
Agreement and the Shirai Purchase Agreement.

On 27 October 2006, Techwise, a 90% owned subsidiary of the Company, entered into the 
Shirai Supply Agreement and the Shirai Purchase Agreement with Shirai. Shirai is a company 
which holds 30% of the entire issued share capital of the JV, a 70% owned subsidiary of 
Techwise, and is therefore a substantial shareholder of a subsidiary of the Company and a 
connected person of the Company under the Listing Rules.

The transactions contemplated under the Shirai Supply Agreement and the Shirai Purchase 
Agreement constituted non-exempt continuing connected transactions of the Company and 
together with the annual caps under the Shirai Supply Agreement and the Shirai Purchase 
Agreement were subject to the requirements of reporting, announcement and the approval of 
Independent Shareholders. The Company has on 8 December 2006 obtained the Independent 
Shareholders’ approval in an extraordinary general meeting of the Company in respect of the 
Shirai Supply Agreement, the Shirai Purchase Agreement and their respective original annual 
caps.
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The above continuing connected transactions will continue following the expiration of the 
financial year ending 31 December 2009.

RENEWAL OF AGREEMENTS

1. Supply of PCB by the Techwise Group to the Shirai Group

Details and reasons for the transaction:

Particulars of the New Shirai Supply Agreement are set out below:

Date : 22 December 2009

Parties: (1) Techwise
 (2) Shirai

Products to be supplied: supply of PCB by the Techwise Group to the Shirai Group, 
without any limitation on the maximum or minimum quantity 
to be purchased by the Shirai Group

Pricing: at a price which is not more favourable to the Shirai Group 
than the price at which the Techwise Group sells similar 
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Historical amounts and proposed annual caps:

The following table sets forth the historical sales made to the Shirai Group and the 
proposed annual caps for the New Shirai Supply Agreement:

 Financial year ended 31 December
 2007  2008  2009

Historical sales HK$556,420,000  HK$477,381,000  HK$251,905,000 *

 2007  2008  2009

Annual caps HK$618,585,000 ** HK$711,373,000 ** HK$818,079,000 **

 Financial year ending 31 December
 2010  2011  2012

Proposed annual caps HK$374,400,000  HK$411,840,000  HK$453,024,000

*  Actual amount for the ten months ended 31 October 2009.
**  As revised and approved by the Independent Shareholders on 10 December 2007.

The Board noticed that the historical annual caps for the sales made to the Shirai Group 
for each of the three financial years ended 31 December 2007, 2008 and 2009 were 
not fully utilised during the same period as a result of the economic downturn and the 
slowdown in demand by the Shirai Group for PCB. As a result of the slowdown in 
the global economy, the Board anticipates that there will only be a steady increase in 
demand for PCB for the manufacturing of electronic products in each of the three financial 
years ending 31 December 2010, 2011 and 2012.

Having considered the above and the historical sales, expected growth in production 
and sales, expected increase in demand, expected increase in production capacity of the 
Techwise Group, and taking into consideration the estimated increase in the price for the 
sale of PCB by the Techwise Group for each of the financial years ending 31 December 
2010, 2011 and 2012, and on the assumption that there will be an annual increase of 
approximately 10 per cent. in 2010, 2011 and 2012, the Directors are of the view that the 
above proposed annual caps in respect of the sale of PCB by the Techwise Group to the 
Shirai Group under the New Shirai Supply Agreement are fair and reasonable.



– 5 –

2. Purchase of laminates from and subcontract services to be contracted with the 
Shirai Group by the Techwise Group

Details and reasons for the transaction:

Particulars of the New Shirai Purchase Agreement are set out below:

Date : 22 December 2009

Parties: (1) Techwise
 (2) Shirai

Products and services to purchase of laminates from the Shirai Group by the Techwise 
 be purchased: Group and subcontracting the services of Shirai Group (i.e. 

the provision of drilling services by the Shirai Group to 
the Techwise Group) for the production of PCB, without 
any limitation on the maximum or minimum (i) quantity 
of laminates to be purchased by the Techwise Group; and 
(ii) subcontracting services to be contracted with the Shirai 
Group

Pricing: at a price which is not less favourable to the Techwise Group 
than the price or fee at which the Techwise Group purchases, 
or would be able to purchase, or engage or would be able to 
engage, similar materials or services from Independent Third 
Parties having regard to the quantity and other conditions of 
the purchase or the engagement

Term: from 1 January 2010 to 31 December 2012, both days 
inclusive

Under the New Shirai Purchase Agreement, the amount of laminates to be purchased 
and the services to be subcontracted are not fixed but are to be determined and agreed 
between the parties from time to time. The Techwise Group will not be obligated to 
purchase a minimum amount of laminates from or subcontract services to be contracted 
with the Shirai Group and the Shirai Group will not be obligated to sell any set quantity 
of laminates to or subcontract services to be contracted with the Shirai Group during the 
term of the New Shirai Purchase Agreement. The Shirai Group grants a credit period of 
60 days to the Techwise Group in respect of the purchase of laminates by the Techwise 
Group from the Shirai Group.

The terms of the New Shirai Purchase Agreement were arrived at after arm’s length 
negotiation between the relevant parties. The Directors (including the independent 
non-executive Directors) are of the view that the terms of the New Shirai Purchase 
Agreement are on normal commercial terms and are fair and reasonable and in the 
interests of the Company and the Shareholders as a whole. The transactions under the 
New Shirai Purchase Agreement are carried out in the ordinary and usual course of 
business of the Techwise Group.
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Historical amounts and proposed annual caps:

The following table sets forth the historical purchases made and the services 
subcontracted by the Techwise Group and the proposed annual caps for the New Shirai 
Purchase Agreement:

 Financial year ended 31 December
 2007  2008  2009

Historical purchases HK$123,218,000  HK$81,958,000  HK$68,502,000 *

Historical subcontracting
 transactions HK$27,008,000  HK$18,148,000  HK$2,712,000 *

 2007  2008  2009

Annual caps for purchases HK$161,000,000  HK$225,400,000  HK$315,560,000

Annual caps for
 subcontracting
 transactions HK$29,260,000 ** HK$40,964,000 ** HK$57,350,000 **

 Financial year ending 31 December
 2010  2011  2012

Proposed annual caps
 for purchases HK$100,800,000  HK$110,880,000  HK$121,968,000

Proposed annual caps
 for subcontracting
 transactions HK$3,600,000  HK$3,960,000  HK$4,356,000 

* Actual amount for the ten months ended 31 October 2009.
** As revised and approved by the Independent Shareholders on 10 December 2007.

The Board noticed that the historical annual caps for purchases and subcontracting 
transactions for each of the three financial years ended 31 December 2007, 2008 and 
2009 were not fully utilised during the same period. As the demand for PCB by the 
Shirai Group is co-related to the demand of laminates and drilling services by the 
Techwise Group, the slowdown in demand by the Shirai Group for PCB leads to the 
slowdown in demand for laminates and drilling services by the Techwise Group. As a 
result of the slowdown in the global economy, the Board anticipates that there will only 
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Having considered the above and the historical purchases, expected growth in production 
and sales, expected increase in demand, expected increase in production capacity of the 
Techwise Group, and taking into consideration the estimated increase in the price for the 
sale of laminates by the Shirai Group and the subcontracting services to be contracted 
with the Shirai Group for the financial years ending 31 December 2010, 2011 and 2012, 
and on the assumption that there will be an annual increase of approximately 10 per cent. 
in 2010, 2011 and 2012, the Directors are of the view that the above proposed annual 
caps in respect of the purchases of laminates from and the subcontracting services to be 
contracted with the Shirai Group under the New Shirai Purchase Agreement are fair and 
reasonable.

REASONS FOR THE SUPPLY OF PCB TO, PURCHASE OF LAMINATES FROM, 
AND SUBCONTRACTING TRANSACTIONS WITH THE SHIRAI GROUP

The Shirai Group has been one of the largest PCB customers of the Techwise Group before 
and after the establishment of the JV. The JV was set up as a strategic alliance between 
the Techwise Group and the Shirai Group. The Directors therefore consider that it is in 
the commercial interest of the Techwise Group to sell PCB to the Shirai Group on normal 
commercial terms.

The PCB purchased by the Shirai Group are mainly for resale to the Shirai Group’s customers. 
Some of the Shirai Group’s customers specifically require that the PCB be made by the 
Techwise Group from laminates (i) produced by certain manufacturers (including the Shirai 
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GENERAL

The principal business of the Company is investment holding. The Group is principally 
engaged in the production and sale of PCB, laminates, copper foil, glass fabric, glass yarn, 
bleached kraft paper, caustic soda, formalin, epoxy resin, phenol, acetone, PVC, acetic acid, 
coke and methanol.

The Shirai Group is principally engaged in the business of design and manufacture of PCB.

DEFINITIONS

In this announcement, the following expressions have the meanings set out below unless the 
context requires otherwise:

“Announcements” the announcements of the Company dated 27 October 
2 0 0 6 ,  8  D e c e m b e r  2 0 0 6  a n d  3 1  O c t o b e r  2 0 0 7 , 
respectively, in relation to, among other things, the Shirai 
Supply Agreement and the Shirai Purchase Agreement

“Board” the board of Directors

“Company” Kingboard Chemical Holdings Limited, a company 
incorporated in the Cayman Islands with limited liability 
and whose shares are listed on the main board of the Stock 
Exchange

“connected person” the meaning ascribed to it under the Listing Rules

“Continuing Connected  the continuing supply of PCB to the Shirai Group pursuant 
 Transactions” to the New Shirai Supply Agreement and the continuing 

purchase of laminates and subcontracting services from 
the Shirai Group pursuant to the New Shirai Purchase 
Agreement, which consti tute continuing connected 
transactions of the Company under the Listing Rules

“Director(s)” director(s) of the Company

“Group” the Company and its subsidiaries

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“Hong Kong” Hong Kong Special Administrative Region of the People’s 
Republic of China

“Independent Shareholder(s)” has the meaning ascribed to it under Rule 14A.10(5) of 
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“Independent Third Party(ies)” a  person(s )  or  company( ies )  who/which i s  or  a re 
independent of and not connected with the Company and 
its connected persons

“JV” Techwise Shirai Circuits Limited, a company incorporated 
in Hong Kong and is owned as to 70% by Techwise and 
30% by Shirai

“Listing Rules” Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited

“New Shirai Purchase Agreement” the agreement dated 22 December 2009 entered into 
between Techwise and Shirai in relation to the purchase 
of lamin8 Ttcmrom the Shirai Group and the subcontracting 
services of the Shirai Group for the production of PCB, 
for a termcmrom 1 January 2010 to 31 December 2012

“New Shirai Supply Agreement” the agreement dated 22 December 2009 entered into 
between Techwise and Shirai in relation to the sale of 
PCB to the Shirai Group by the Techwise Group for a 
termcmrom 1 January 2010 to 31 December 2012

“PCB” printed circuit boards

“Proposed Annual Caps” the proposed annual caps for each of the Continuing 
Connected Transactions for each of the three fin8ncial 
years ending 31 December 2010, 2011 and 2012

“Shareholder(s)” holder(s) of the Shares
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“Shirai Supply Agreement” the agreement dated 27 


