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In this circular, unless the context otherwise requires, the following expressions have the
following meanings:

“2006 Announcement” the announcement of the Company dated 27 October
2006 in relation to, among other things, the Shirai
Supply Agreement and the Shirai Purchase Agreement;

“2007 Announcement” the announcement of the Company dated 31 October
2007 in relation to, among other things, the Revised
Annual Caps, the Shirai Supply Agreement and the
Shirai Purchase Agreement;

“Articles” the articles of association of the Company;

“associate(s)” the meaning ascribed to it under the Listing Rules;

“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 Stock
Exchange;

“Concert Parties” parties acting in concert with Hallgain for the purpose
of the Takeovers Code;

“Connected Person(s)” the meaning ascribed to it under the Listing Rules;

“Controlling Shareholder(s)” the meaning ascribed to it under the Listing Rules;

“Directors” directors of the Company;

“EGM” the extraordinary general meeting to be held by the
Company on 10 December 2007 to approve the Revised
Annual Caps;

“Group” the Company and its subsidiaries;

“Hallgain” Hallgain Management Limited, a Controlling
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“Independent Board Committee”
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“Revised Annual Cap(s)” the revised annual cap(s) for the supply of PCB by the
Techwise Group to the Shirai Group under the Shirai
Supply Agreement and the revised annual cap(s) for
the subcontracting transactions with the Shirai Group
under the Shirai Purchase Agreement proposed by the
Directors and subject  to the approval of the
Independent Shareholders at the EGM as more
particularly set out in the paragraph headed “Revision
of Annual Caps” in this circular;

“SFO” the Securities and Futures Ordinance, Chapter 571 of
the Laws of Hong Kong;

“Share(s)” ordinary share(s) with nominal value HK$0.10 each in
the share capital of the Company;

“Shareholder(s)” holder(s) of the Share(s);

“Shirai Group” Shirai and its subsidiaries;

“Shirai Purchase Agreement” the agreement dated 27 October 2006 entered into
between Techwise and Shirai in relation to the
purchase of laminates from the Shirai Group and the
subcontracting services of the Shirai Group for the
production of PCB for a term from 1 January 2007 to
31 December 2009;

“Shirai Supply Agreement” the agreement dated 27 October 2006 entered into
between Techwise and Shirai in relation to the sale of
PCB to the Shirai Group by the Techwise Group for a
term from 1 January 2007 to 31 December 2009;

“Shirai” Shirai Electronics Industrial Co., Ltd., a company
incorporated and listed in Japan, which is holding 30%
of the issued share capital of the JV and, save for its
shareholding in the JV, is an Independent Third Party;

“Stock Exchange” The Stock Exchange of Hong Kong Limited;

“subsidiary(ies)” the meaning ascribed to it under the Listing Rules;

“Substantial Shareholder(s)” the meaning ascribed to it under the Listing Rules;

“Takeovers Code” The Hong Kong Code on Takeovers and Mergers;

“Techwise Group” Techwise and its subsidiaries;
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“Techwise” Techwise Circuits Company Limited, a company
incorporated in Hong Kong with limited liability and
is owned as to 90% indirectly by the Company and
10% directly by Willwise (PWB) Consulting Limited.
Willwise (PWB) Consulting Limited is ultimately and
beneficially owned by Mr. Kong Hoi Wing as to 40%,
Mr. Chan Pak Chung as to 35% and Mr. Woo Dick as
to 25%. Save for their respect interests in Techwise,
Wil lwise (PWB) Consult ing Limited and i ts
shareholders are Independent Third Parties. Other than
the indirect interest in Techwise, each of Mr. Kong
Hoi Wing, Mr. Chan Pak Chung and Mr. Woo Dick
does not have any interest in the Company;

“US$” United States dollars, the lawful currency of the United
States of America; and

“%” per cent.
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According to the management accounts of the Techwise Group for the period from 1
January 2007 to 30 September 2007:

(i) supply of PCB by the Techwise Group to the Shirai Group under the Shirai
Supply Agreement amounted to approximately HK$412,124,000, representing
approximately 73.29% of the relevant Original Annual Cap for 2007; and

(ii) subcontracting transactions with the Shirai Group amounted to approximately
HK$18,770,000, representing approximately 70.56% of the relevant Original
Annual Cap for 2007.

Based on the above, the corresponding projected amounts of the said transactions
for the 12 months of 2007 (calculated based on the assumption of consistent level of
demand on a month-on-month basis) are likely to exceed the relevant Original Annual
Caps for 2007. In this connection, the Board wishes to revise the annual caps for each of
the above transactions for each of the year ending 31 December 2007, 2008 and 2009.
Pursuant to the Listing Rules, the Revised Annual Caps are subject to the reporting,
announcement and Independent Shareholders’ approval requirements under the Listing
Rules.

The purpose of this circular is to provide you with further details of, among other
things, the Shirai Supply Agreement, the Shirai Purchase Agreement and the Revised
Annual Caps, the advice of Karl Thomson to the Independent Board Committee and the
Independent Shareholders, the recommendation of the Independent Board Committee and
certain other information as required by the Listing Rules.

2. PARTICULARS OF THE SHIRAI SUPPLY AGREEMENT AND THE SHIRAI
PURCHASE AGREEMENT

Particulars of the Shirai Supply Agreement are set out below:

Date: 27 October 2006

Parties: (1) Techwise
(2) Shirai

Products to be supplied: The 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 products to Independent Third Parties
having regard to the quantity and other conditions of
the sale

Term: From 1 January 2007 to 31 December 2009, both dates
inclusive
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Particulars of the Shirai Purchase Agreement are set out below:

Date: 27 October 2006

Parties: (1) Techwise
(2) Shirai

Products and services to The purchase of laminates from the Shirai Group by
be purchased: the Techwise 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 ( i i )
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 2007 to 31 December 2009, both dates
inclusive

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 and the Techwise
Group grants a credit period of 75 days to the Shirai Group in respect of the sale of PCB
by the Techwise Group to the Shirai Group.

The terms of the Shirai Supply Agreement and the Shirai Purchase Agreement were
arrived at after arm’s length negotiation with the Shirai Group. The Directors (including
the independent non-executive Directors) are of the view that the terms of the Shirai
Supply Agreement and the 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 Shirai Supply Agreement and the Shirai Purchase
Agreement are carried out in the ordinary and usual course of business of the Techwise
Group.
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The transactions contemplated under each of the Shirai Supply Agreement and the
Shirai Purchase Agreement constitute non-exempt continuing connected transactions of
the Company subject to reporting, announcement and independent Shareholders’ approval
requirements under the Listing Rules. The Company has on 8 December 2006 obtained the
independent Shareholders’ approval in an extraordinary general meeting in respect of the
Shirai Supply Agreement and the Shirai Purchase Agreement and their respective Original
Annual Caps.

3. BUSINESS OF THE GROUP AND THE SHIRAI GROUP

The Group is principally engaged in the business of production and sale of laminates,
PCB, and chemicals. The Shirai Group is carrying on the business of design and manufacture
of PCB.

4. REASONS FOR THE SHIRAI SUPPLY AGREEMENT AND THE SHIRAI
PURCHASE AGREEMENT

As previously disclosed in the 2006 Announcement and the 2007 Announcement,
the Shirai Group has been the largest PCB customer 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 require that the PCB be
made from laminates produced by certain manufacturers. As such, the Techwise Group
also purchases, through the Shirai Group, laminates produced by such manufacturers for
the production of some of the PCB to be sold to the Shirai Group. Some of the laminates
purchased from the Shirai Group will be further processed by the Shirai Group before
delivering to the Techwise Group and these processes constitute the subcontracting services
under the Shirai Purchase Agreement.

5. REVISION OF ANNUAL CAPS

According to the management accounts of the Techwise Group for the period from 1
January 2007 to 30 September 2007:

(i) supply of PCB by the Techwise Group to the Shirai Group under the Shirai
Supply Agreement amounted to approximately HK$412,124,000, representing
approximately 73.29% of the relevant Original Annual Cap for 2007; and

(ii) subcontracting transactions with the Shirai Group amounted to approximately
HK$18,770,000, representing approximately 70.56% of the relevant Original
Annual Cap for 2007.
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In view of the above, the corresponding projected amounts of the above transactions
for the 12 months ended 31 December 2007 (calculated based on the assumption of
consistent level of demand on a month-on-month basis) and those for each of the year
ended 31 December 2008 and 2009 respectively are likely to exceed their respective Original
Annual Caps.

In this connection, the Board wishes to revise the annual caps for each of the above
transactions for each of the year ended 31 December 2007, 2008 and 2009 as follows:

Transactions Original Annual Caps Revised Annual Caps

Supply of PCB by the Techwise HK$562,350,000 for 2007 HK$618,585,000 for 2007
Group to the Shirai Group under HK$646,703,000 for 2008 HK$711,373,000 for 2008
the Shirai Supply Agreement HK$743,708,000 for 2009 HK$818,079,000 for 2009

Subcontracting transactions with HK$26,600,000 for 2007 HK$29,260,000 for 2007
the Shirai Group under the Shirai HK$37,240,000 for 2008 HK$40,964,000 for 2008
Purchase Agreement HK$52,136,000 for 2009 HK$57,350,000 for 2009

The Revised Annual Caps for each of the year ended 31 December 2007, 2008 and
2009 are estimated by the Directors with reference to (i) the amount of the transactions in
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A proxy form for use at the EGM is enclosed with this circular. Whether or not you
are able to attend the EGM, you are requested to complete and return the enclosed proxy
form in accordance with the instructions printed thereon to the Company’s branch share
registrar in Hong Kong, Tricor Secretaries Limited, at 26/F, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong, and in any event not later than 48 hours before the time
appointed for the holding of the EGM or any adjournment thereof, or, in the case of a poll
taken subsequently to the date of the EGM or any adjournment thereof, not later than 24
hours before the time appointed for the taking of the poll. Completion and return of the
proxy form will not prevent you from attending and voting in person at the EGM or any
adjournment thereof should you so wish.
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KINGBOARD CHEMICAL HOLDINGS LIMITED
建滔化工集團 *

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 0148)

21 November 2007

To the Independent Shareholders

Dear Sir or Madam,

REVISED ANNUAL CAPS FOR EXISTING
CONTINUING CONNECTED TRANSACTION

We refer to the circular of the Company dated 21 November 2007 (the “Circular”) of
which this letter forms part. Terms defined in the Circular shall have the same meanings
when used herein, unless the context requires otherwise.

We have been appointed as the Independent Board Committee to advise the
Independent Shareholders as to whether the Revised Annual Caps are fair and reasonable
so far as the interests of the Shareholders are concerned. Accordingly, we have appointed
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The transactions contemplated under each of the Shirai Supply Agreement and the
Shirai Purchase Agreement constitute non-exempt continuing connected transactions of
the Company subject to the reporting, announcement and independent Shareholders’
approval requirements under the Listing Rules. The Company has on 8 December 2006
obtained the Independent Shareholders’ approval in an extraordinary general meeting in
respect of the Shirai Supply Agreement and the Shirai Purchase Agreement and their
respective Original Annual Caps.

As disclosed in the Circular, for the period from 1 January 2007 to 30 September
2007:

(i) supply of PCB by the Techwise Group to the Shirai Group under the Shirai
Supply Agreement amounted to approximately HK$412,124,000, representing
approximately 73.29% of the relevant Original Annual Cap for 2007; and

(ii) subcontracting transactions with the Shirai Group amounted to approximately
HK$18,770,000, representing approximately 70.56% of the relevant Original
Annual Cap for 2007.

Based on the above, the corresponding projected amounts of the said transactions
for the 12 months of 2007 (calculated based on the assumption of consistent level of
demand on a month-on-month basis) are likely to exceed their respective Original Annual
Cap for 2007. In this connection, the Board wishes to revise the annual caps for each of the
above transactions for each of the year ending 31 December 2007, 2008 and 2009. Pursuant
to the Listing Rules, the Revised Annual Caps are subject to the reporting, announcement
and independent shareholders’ approval requirements under the Listing Rules.

An Independent Board Committee comprising the independent non-executive
Directors has been established to consider the Revised Annual Caps. We are appointed as
the Independent Financial Adviser to advise the Independent Board Committee of the
Company and the Independent Shareholders on the Revised Annual Caps.

Karl Thomson is not associated with the Company and its substantial Shareholders
or any party acting, or presumed to be acting, in concert with any of them and, accordingly,
is considered eligible to give independent advice on the Revised Annual Caps amounts of
the Shirai Supply Agreement and Shirai Purchase Agreement. Apart from normal
professional fee payable to us in connection with this appointment, no arrangement exists
whereby we will receive any fees or benefits from the Company or its substantial
Shareholders or any party acting, or presumed to be acting, in concert with any of them.
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In formulating our opinion and advice, we have relied upon the accuracy of the
information and representations contained in the Circular and information provided to us
by the Company, the Directors and the management of the Company. We have assumed
that all statements and representations made or referred to in the Circular were true at the
time when they were made and continue to be true at the date of the EGM. We have also
assumed that all statements of belief, opinion and intention made by the Company, the
Directors and the management of the Company in the Circular were reasonable made
after due enquiry. We consider that we have been provided with sufficient information to
form a reasonable basis for our opinion. We have no reason to doubt the truth, accuracy
and completeness of the information and representations provided to us by the Company,
the Directors and management of the Company and have no reason to doubt that any
relevant material facts have been withheld or omitted. We have not, however, conducted
any independent investigation into the business and affairs or the future prospects of the
Group, nor have we carried out any independent verification of the information supplied.

THE REVISED ANNUAL CAPS

To formulate our opinion regarding the Revised Annual Caps of the Shirai Supply
Agreement and Shirai Purchase Agreement, we have taken into account the following
principal factors and reasons:

I. Background information

(a) Information on the Group, the Techwise Group and the Shirai Group

The Group is principally engaged in the business of production and sale
of laminates, PCB, and chemicals.

Techwise, formerly known as Legend Techwise Circuits Limited, was
acquired by the Group as to 57% equity interests in January 2002. Later in
2004, the Group increased its equity interests in Techwise to its present level
at 90%. The Techwise Group is principally engaged in the manufacture and
sale of PCB in the PRC.

Shirai is a company incorporated and listed in Japan. Save for its 30%
interest in the JV, Shirai is an Independent Third Party. The Shirai Group is
principally engaged in the design and manufacture of PCB with different
degrees of sophistication and complexity for use in high-tech electronic
products in Japan. As advised by the Company, as Shirai’s production capacity
is inadequate to cope with its sales orders, Shirai has outsourced and relied
on the supply of PCB for less sophisticated electronic products from the
Techwise Group for resale to its customers. The JV was set up as a strategic
alliance with the Techwise Group and the Shirai Group.
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(b) Reasons for the Shirai Supply Agreement and the Shirai Purchase Agreement

As it is disclosed in the Letter from the Board, the Shirai Group has
been the largest PCB customer of the Techwise Group before and after the
establishment of the JV. 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
require that the PCB be made from laminates produced by certain
manufacturers. As such, the Techwise Group also purchases, through the Shirai
Group, laminates produced by such manufacturers for the production of some
of the PCB to be sold to the Shirai Group. Some of the laminates purchased
from the Shirai Group will be further processed by the Shirai Group before
delivering to the Techwise Group and these processes constitute the
subcontracting services under the Shirai Purchase Agreement.

(c) The Shirai Supply Agreement and the Shirai Purchase Agreement

Particulars of the Shirai Supply Agreement and the Shirai Purchase
Agreement are set out below:

Agreement: Shirai Supply Agreement

Date: 27 October 2006

Parties: (1) Techwise
(2) Shirai

Products to be supplied: The 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 products to
Independent Third Parties having regard to
the quantity and other conditions of the sale

Term: From 1 January 2007 to 31 December 2009,
both dates inclusive
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Agreement: Shirai Purchase Agreement

Date: 27 October 2006

Parties: (1) Techwise
(2) Shirai

Products and services to The purchase of laminates from the Shirai
be purchased: Group by  the  Techwise  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 favorable 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 2007 to 31 December 2009,
both dates inclusive

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
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Given that China has been recording exceptional real GDP growth rates over
the last ten years, and China’s economy, by the majority view of the public, is still
at its fast growing pace, we consider that it is reasonable to expect the demand for
electronic products will increase in parallel with the economic growth and hence
demand for PCB will increase.

III. Seasonal sales pattern of PCB

We are advised by the management of the Company that sales of PCB by the
Techwise Group are seasonal, and the sales in the second half of a year usually
contribute a greater portion to the total annual sales. The seasonal pattern of the
sales of PCB can also be observed from the published interim reports and annual
reports of the Company. Set out below are extracts of the interim reports and annual
reports since 2004.

Year ended 31 December Six months ended 30 June
2004 2005 2006 2004 2005 2006 2007

HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million
(Audited) (Audited) (Audited) (unaudited) (unaudited) (unaudited) (unaudited)

Segment revenue
– Sales of PCB 1,832.4 5,284.2 6,650.0 688.0 2,465.4 2,899.2 3,449.6

Total 7,082.4 13,098.4 16,773.3 3,059.6 5,954.0 7,465.0 9,021.9

Ratio of sales of PCB of
six months ended 30 June
to annual sales of PCB (%) 37.5 46.7 43.6 –

From the calculation of the ratio of sales of PCB in the first half of a year to
annual sales of PCB of the corresponding year, we can deduce that sales of PCB in
the second half of a year was generally higher.

Due to the fact that the PCB supplied to Shirai in the first 9 months of 2007
has accounted for approximately 73.29% of the Original Annual Cap for 2007, and if
we estimate the total annual sales by assuming that the sales is consistent on a
month-on-month basis, the annual sales in 2007 will be approximately
HK$549,499,000, which represents 97.71% of the Original Annual Cap for 2007.
Accompany with the fact that the sales of PCB in the second half of a year is
expected to be greater than the first half, it is highly possible that the actual
transaction amount will exceed the Original Annual Cap for 2007. As a result, the
management has to take immediate action to revise the Original Annual Caps in
order to ensure compliance with the Listing Rules.
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Likewise, subcontracting services provided by Shirai in the first 9 months of
2007 has accounted for approximately 70.56% of the Original Annual Cap for 2007,
and if we estimate the total annual amount of subcontracting services by assuming
that the amount is consistent on a month-on-month basis, the annual amount in
2007 will be approximately HK$25,027,000, representing 94.09% of the Original
Annual Cap for 2007. As it was mentioned above, the PCB purchased by the Shirai
Group are mainly for resale to the Shirai Group’s customers. Some of the Shirai
Group’s customers require that the PCB be made from laminates produced by certain
manufacturers. As such, the Techwise Group also purchases, through the Shirai
Group, laminates produced by such manufacturers for the production of some of
the PCB to be sold to the Shirai Group. Some of the laminates purchased from the
Shirai Group will be further processed by the Shirai Group before delivery to the
Techwise Group and these processes constitute the subcontracting services under
the Shirai Purchase Agreement. Therefore, the greater purchase of PCB from the
Shirai Group will ultimately lead to a greater demand of subcontracting services
provided by the Shirai Group. As such, it is highly possible that the aggregate
amount of subcontracting services for the year ending 31 December 2007 will exceed
the Original Annual Cap for 2007. Thus the management of the Company has to
revise the Original Annual Caps of Shirai Purchase Agreement along with the revision
of the Original Annual Caps of the Shirai Supply Agreement.

IV. Size and basis of calculation of the Revised Annual Caps

(a) The Shirai Supply Agreement

Annual
2007 2008 2009 Increment

(%)

Original Annual Caps 562,350 646,703 743,708 15
(HK$’000)

Revised Annual Caps 618,585 711,373 818,079 15
(HK$’000)

Increment from Original 10.0 10.0 10.0
Annual Caps (%)

As set out in the Letter from the Board, the Revised Annual Caps for
each of the year ending 31 December 2007, 2008 and 2009 are estimated by the
Directors with reference to:

(i) the amount of the transactions in the first 9 months of 2007; and

(ii) the assumption that there will be an annual increase of
approximately 15% for the supply of PCB to the Shirai Group
under the Shirai Supply Agreement in 2008 and 2009.
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To assess the fairness of the annual increment of 15% used for the
calculation of the Revised Annual Caps, we have analyzed the historical
transaction of the Shirai Supply Agreement.

Set out below shows the historical transaction amounts of the Shirai
Supply Agreement:

Increase from
Historical the preceding

transaction year
(HK$’000) (%)

2004 383,465 –
2005 416,149 8.5
2006 486,661 16.9
Nine months ended 412,124 12.9

30 September 2007 (on annualized
basis)

From the table above, the actual growth rate of transaction amount of
the Techwise Group’s PCB sales to the Shirai Group is accelerating. The growth
rate in 2006 nearly doubled to that of 2005. Though the annualized growth
rate in 2007 appeared to be lower than that of 2006, as the actual sales of the
current financial year cannot be confirmed at this stage, the annualized growth
rate is for reference only. As we have discussed under the section “Seasonal
sales pattern of PCB” above, we expect the actual transaction amount for the
current year will be higher than the estimated amount. Therefore, the annual
growth rate could be even higher than the annualized growth rate of 12.9% if
we take into account the seasonal fluctuation.

To provide further support for the above point of view, we reviewed
further on the Group’s operation in the financial year 2006. According to
circular of the Company dated 21 November 2006, in which the revision to the
Original Annual Caps were proposed, the transaction amount of nine months
ended 30 September 2006 was HK$344,867,000, which accounted for
approximately 70.5% of the approved annual caps for 2006 of HK$489,000,000.
If we assume the transaction amount would be consistent for every month,
the estimated annual sales should be approximately HK$459,823,000. However,
the actual transaction amount turned out to be HK$486,661,000, which was by
approximately 5.8% more than the estimated amount, and represented
approximately 99.5% of the approved annual cap for 2006.
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Increase
Actual Annualized from the

transaction transaction preceding Actual
amount for amount Actual year based increase

 nine months based on annual on annualized from the
ended 9 months transaction transaction preceding

30 September transaction amount amount year
(HK$’000) (HK$’000) (HK$’000) (%) (%)

2005 – – 416,149 – –
2006 344,867 459,823 486,661 10.5 16.9
2007 412,124 549,499 – 12.9 –

Based on the above analysis, there are sufficient evidences for us to
believe that the estimated annualized growth rate of 12.9% is a prudent
estimation for the actual transaction amount. The percentage of increment of
15% lies between the estimated annualized growth rate of 12.9% and actual
increase of 16.9% in 2006. Therefore we are of the opinion that the magnitude
is not excessive.
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As set out in the Letter from the Board, the Revised Annual Caps for
each of the year ending 31 December 2007, 2008 and 2009 are estimated by the
Directors with reference to:

(i) the amount of the transactions in the first 9 months of 2007; and

(ii) the assumption that there will be an annual increase of
approximately 40% for the sub-contracting transactions under the
Shirai Purchase Agreement in 2008 and 2009.

To assess the fairness of the annual increment of 40% used for the
calculation of the Revised Annual Caps, we have analyzed the historical
transaction of Shirai Purchase Agreement since 2004.

Set out below are the historical values of subcontracting services provided
by the Shirai Group to the Techwise Group for 3 financial years ended 2006.

Procurement Increase from
of subcontract the preceding

services year
(HK$’000) (%)

2004 7,824
2005 12,704 62.4
2006 18,693 47.1

Compound annual growth rate
(“CAGR”) (%) 54.6

According to the table above, the CAGR of procurement of subcontracting
services during the 3 financial years ended 2006 amounted to approximately
54.6%. And the increase from preceding years ranged from approximately
47.1% to approximately 62.4% for procurement subcontracting services. As
both CAGR and increase from preceding year are above 40%, therefore we
consider the magnitude of 40% annual increment to be a rather conservative
estimation.

Upon further enquiry, we are advised by the management of the
Company that the value of the Revised Annual Cap for 2007 was arrived from
the estimated annual transaction amount of HK$25,027,000 and a buffering
allowance was also included so that it can cope with unexpected growth.

According to circular of the Company dated 21 November 2006, in which
the revision to Original Annual Caps was proposed, the transaction value of
the nine months ended 30 September 2006 was HK$12,818,000, which accounted
for approximately 67.5% of approved annual caps for 2006 of HK$19,000,000.
If we assume the subcontracting service would be consistent for every month,
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the estimated annual sales should be approximately HK$17,091,000. However,
the actual value of transaction turned out to be HK$18,693,000, which was
approximately 9.4% more than the estimated value, and represents
approximately 98.4% of the approved annual caps for 2006.

Increase
Actual Annualized from the

transaction transaction preceding Actual
amount for amount Actual year based increase

 nine months based on annual on annualized from the
ended 9 months transaction transaction preceding

30 September transaction amount amount year
(HK$’000) (HK$’000) (HK$’000) (%) (%)

2005 – – 12,704 – –
2006 12,818 17,091 18,693 34.5 47.1
2007 18,770 25,027 – 33.9 –

In view of the above, we consider that the basis of the buffering allowance
is to (i) provide balance for the rather conservative annual increment of 40%,
and (ii) take account of the possible higher than expected growth of
subcontracting services with reference to the past operating result. Therefore,
we are of the view that the magnitude of such buffering allowance is not
excessive.

Based on the foregoing, we consider that the Company has taken
reasonable steps in the determination of the Revised Annual Caps under the
Shirai Purchase Agreement and can be regarded as fair and reasonable so far
as the Independent Shareholders are concerned and in the interest of the
Company and the Independent Shareholders as a whole.

RECOMMENDATION

Having considered the abovementioned principal factors and reasons, and in
particular, the following:

• the supply of PCB to Shirai and the supply of laminates and subcontracting
services to Techwise have been and will continue to be conducted in the
ordinary and usual course of business and the terms of which are no less
favourable to the Techwise Group than those offered by Independent Third
Parties;

• the fast growing economic environment in the PRC is going to stimulate the
demand of PCB;
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• the generally higher sales of PCB in the second half of a financial year reflected
from published interim reports and annual reports of the Company;

• the increases in demand of subcontracting services resulting from the higher
sales of PCB;

• the growth rate of sales of PCB to Shirai Group is accelerating year by year,
which in return increase the demand of subcontracting service; and

• the value of, and the basis for determining the Revised Annual Caps are
reasonable, and the revision of annual caps are necessary;

we are of the opinion that the Revised Annual Caps of Shirai Supply Agreement and
Shirai Purchase Agreement are on normal commercial terms, in the ordinary and usual
course of business, fair and reasonable and in the interest of the Company and Independent
Shareholders as a whole. Accordingly, we recommend the Independent Board Committee
to advise the Independent Shareholders to vote in favour of the resolution to be proposed
at the EGM to approve the Revised Annual Caps for the existing continuing connected
transactions.

Yours faithfully,
For and on behalf of

Karl Thomson Financial Advisory Limited
Alex Chow

Director
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1. RESPONSIBILITY STATEMENTS

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Group. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
circular and confirm, having made all reasonable enquiries, that to the best of their
knowledge and belief, there are no other facts the omission of which would make any
statement herein misleading.

2. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are not aware of any material adverse
change in the financial or trading position of the Group since 31 December 2006, being the
date to which the latest published audited consolidated financial statements of the Group
were made up.

3. DISCLOSURE OF INTERESTS

3.1 Interests of the Directors in the Company and its associated corporations

As at the Latest Practicable Date, the following Directors had interests or short
positions in the shares, underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO) which are required (a) to be
notified to the Company or the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which he is taken or deemed to have
under such provisions of the SFO); (b) pursuant to section 352 of the SFO, to be entered in
the register referred to therein; or (c) pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers to be notified to the Company and the Stock Exchange:
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Long Position

(a) Ordinary shares of HK$0.10 each in the Company (“Shares”)

Number of Shares held
Approximate

Interest in percentage of
underlying the issued

Shares Number share capital
pursuant to of issued of the

Name of Director Capacity share options Shares held Company
(note 1) (%)
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(b) Interest (long positions) in the shares of associated companies

(i) Ordinary shares of HK$0.10 each (“KLHL Shares”) in Kingboard
Laminates Holdings Limited (“KLHL”)

Approximate
Number percentage of the

of KLHL issued share
Name of Director Capacity Shares held capital of KLHL

(%)

Mr. Cheung Kwok Wing Beneficial owner 934,500 0.03

Mr. Chan Wing Kwan (note 1) Beneficial owner 100,000 0.003

Mr. Ho Yin Sang (note 2) Beneficial owner 540,000 0.018

Mr. Chang Wing Yiu (note 3) Beneficial owner 100,000 0.003

Ms. Cheung Wai Lin, Stephanie Beneficial owner 998,000 0.03

Note:

1. The 100,000 KLHL Shares were held by the spouse of Mr. Chan Wing Kwan.

2. The 540,000 KLHL Shares were held by the spouse of Mr. Ho Yin Sang.

3. The 100,000 KLHL Shares were held by the spouse of Mr. Chang Wing Yiu.

(ii) Non-voting deferred shares of HK$1.00 each in the share capital of
Kingboard Laminates Limited, an indirect non wholly-owned subsidiary
of the Company

Number of
non-voting

deferred
Name of Director Capacity shares held

Mr. Cheung Kwok Wing Beneficial owner 1,904,400

Mr. Chan Wing Kwan Beneficial owner 1,481,200

Mr. Cheung Kwong Kwan Beneficial owner 846,400

Mr. Chang Wing Yiu Beneficial owner 423,200



APPENDIX GENERAL INFORMATION

– 28 –

(iii) Ordinary shares (“EEIC Shares”) in the share capital of EEIC, a 70.58%
owned subsidiary of the Company

Interest in Approximate
underlying percentage of

EEIC Shares Interest in the issued
pursuant to EEIC share capital

Name of Director Capacity share options Shares of EEIC
(Note) (%)

Mr. Cheung Kwok Wing Beneficial owner 973,200 60,000 0.03

Mr. Chan Wing Kwan Beneficial owner 973,200 – –

Mr. Chang Wing Yiu Beneficial owner 973,200 – –

Mr. Mok Cham Hung, Beneficial owner 973,200 74,000 0.04
Chadwick



APPENDIX GENERAL INFORMATION

– 29 –

Other than as disclosed above, as at the Latest Practicable Date, none of the Directors
or chief executive of the Company nor their respective associates had any interests or
short positions in any Shares, underlying Shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO) which were required
(a) to be notified to the Company or the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which he is taken or deemed to
have under such provisions of the SFO); (b) pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers to be notified to the Company and the Stock
Exchange.

3.2 Interests or short position of substantial shareholders (other than a Director or
chief executive of the Company) discloseable under Divisions 2 and 3 under Part
XV of the SFO

As at the Latest Practicable Date, so far as the Directors are aware, the register
required to be maintained by the Company pursuant to Section 336 of the SFO shows that,
other than the interests disclosed above in respect of certain Directors, the following
persons (not being a Director or chief executive of the Company) had an interest or short
position in the Shares or underlying Shares which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions 2 and 3 under Part XV of the
SFO:

Long position

Ordinary shares of HK$0.10 each in the Company (“Shares”)

Approximate
percentage of

Number of the issued
Nature of issued Shares share capital of

Name of Shareholder interest held Company
(%)

Hallgain (Note) Beneficial owner 259,968,929 31.02
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Other than as disclosed above, the Company has not been notified of any other
relevant interests or short positions in the issued share capital of the Company as at the
Latest Practicable Date.

4. DIRECTORS’ INTEREST IN SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors has entered into or is
proposing to enter into a service contract with any member of the Group which may be
terminated by the relevant member of the Group within one year without payment of any
compensation (other than statutory compensation).

5. EXPERT’S QUALIFICATION AND CONSENT

(a) Karl Thomson is a corporation deemed licensed under the transitional
arrangement to carry on type 6 (advising on corporate finance) regulated
activities under the SFO and is the Independent Financial Adviser to the
Independent Board Committee and Independent Shareholders.

(b) As at the Latest Practicable Date, Karl Thomson does not have any shareholding
in any member of the Company and its subsidiaries nor any right (whether
legally enforceable or not) to subscribe for or to nominate persons to subscribe
for securities in any member of the Group.

(c) Karl Thomson has given and has not withdrawn its written consent to the
issue of this circular with the inclusion of its letter and reference to its name
in the form and context in which they appear.

(d) The letter and recommendation given by Karl Thomson are given as of the
date of this circular for incorporation herein.

(e) Karl Thomson has no direct or indirect interest in any assets which have been
acquired or disposed of by, or leased to, or which are proposed to be acquired
or disposed of by, or leased to, the Company or any of its subsidiaries since
31 December 2006, being the date to which the latest published audited
consolidated financial statements of the Group were made up.
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6. PROCEDURES FOR DEMANDING A POLL BY SHAREHOLDERS

The Articles provides that at any general meeting, a resolution put to the vote of a
meeting shall be decided on a show of hands unless (before or on the declaration of the
result of the show of hands or on the withdrawal of any other demand for a poll) a poll is
demanded by:

(a) the chairman of such meeting; or

(b) at least five members present in person or by proxy for the time being entitled
to vote; or

(c) a member or members present in person or by proxy and representing in
aggregate not less than one-tenth of the total voting rights of all members
having the right to attend and vote at the meeting; or

(d) any member or members present in person or by proxy and holding Shares
conferring a right to attend and vote at the meeting on which there have been
paid up sums in aggregate equal to not less than one-tenth of the total sum
paid up on all Shares conferring that right.

7. GENERAL

(a) As at the Latest Practicable Date, none of the Directors and his associates are
considered by the Company to have interests in business which compete with,
or might compete with, either directly or indirectly, with the business of the
Group, other than those business in which such Director have been appointed
to represent the interest of the Company and/or other members of the Group.

(b) As at the Latest Practicable Date, none of the Directors and his associates has
any direct or indirect interest in any assets which have been acquired or
disposed of by, or leased to, or which are proposed to be acquired or disposed
of by, or leased to, the Company or any of its subsidiaries since 31 December
2006, being the date to which the latest published audited consolidated financial
statements of the Group were made up.

(c) As at the Latest Practicable Date, none of the Directors is materially interested
in any contract or arrangement subsisting at the date of this circular and
which is significant in relation to the business of the Group.

(d) The registered office of the Company is situated at Ground Floor, Caledonian
House, Mary Street, P.O. Box 1043, George Town, Grand Cayman, Cayman
Islands, British West Indies.

(e) The principal place of business of the Company in Hong Kong is 5th Floor,
Block K, Valiant Industrial Centre, 2-12 Au Pui Wan Street, Fo Tan, Shatin,
New Territories, Hong Kong.
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(f) The Company’s branch share registrars and transfer office in Hong Kong is
Tricor Secretaries Limited of 26/F, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong.

(g) The English text of this circular shall prevail over the Chinese text.

8. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be made available for inspection at the
Company’s principal place of business in Hong Kong at 5th Floor, Block K, Valiant
Industrial Centre, 2-12 Au Pui Wan Street, Fo Tan, Shatin, New Territories, Hong Kong
during normal business hours on any weekday (except for public holidays) up to and
including 10 December 2007:

(a) the Shirai Supply Agreement;

(b) the Shirai Purchase Agreement;

(c) the letter from the Independent Board Committee, the text of which is set out
on page 12 of this circular;

(d) the letter from the Independent Financial Adviser to the Independent Board
Committee and the Independent Shareholders, the text of which is set out on
pages 13 to 24 of this circular;

(e) the written consent of Karl Thomson referred to in paragraph 5(c) above; and

(f) the memorandum of association of the Company and the Articles.
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KINGBOARD CHEMICAL HOLDINGS LIMITED
建滔化工集團 *

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 0148)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of Kingboard
Chemical Holdings Limited (the “Company”) will be held at 5th Floor, Block K, Valiant
Industrial Centre, 2-12 Au Pui Wan Street, Fo Tan, Shatin, New Territories, Hong Kong on
10 December 2007 at 9:30 a.m. for the purpose of considering and, if thought fit, passing
the following resolution as an Ordinary Resolution:

ORDINARY RESOLUTION

“THAT the Revised Annual Caps (such terms shall have the meaning as defined in
the circular to the shareholders of the Company dated 21 November 2007) be and are
hereby approved and THAT any directors of the Company be and are hereby authorised
to do, approve and transact all such acts and things as they may in their discretion
consider necessary or desirable in connection therewith.”

By order of the Board
Kingboard Chemical Holdings Limited

Lo Ka Leong
Company Secretary

Hong Kong, 21 November 2007

Head Office and Principal Place of Business in Hong Kong
5th Floor, Block K
Valiant Industrial Centre
2-12 Au Pui Wan Street
Fo Tan, Shatin
New Territories
Hong Kong

Notes:

1. Any shareholder of the Company entitled to attend and vote at the meeting convened by the above
notice is entitled to appoint one or more proxies to attend and to vote in his stead. A proxy need not be
a shareholder of the Company.

2. Where there are joint registered holders of any share in the issued share capital of the Company (“Share”),
any one of such persons may vote at the meeting, either personally or by proxy, in respect of such Share
as if he/she/it were solely entitled thereto. But if more than one of such joint holders be present at the
meeting personally or by proxy, that one of the said persons so present whose name stands first on the
register of members of the Company in respect of such Share shall alone be entitled to vote in respect
thereof.

* For identification purpose only
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3. In order to be valid, the proxy form, together with any of attorney or other authority (if any) under
which it is signed, or a notarially certified copy of such power of attorney or authority must be deposited
with the Company’s branch share registrar in Hong Kong, Tricor Secretaries Limited at 26/F, Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before the time appointed for
holding the meeting or any adjourned meeting as the case may be or, in the case of poll taken
subsequently to the date of the meeting or adjourned meeting, not less than 24 hours before the time
appointed for the taking of the poll.

4. The Ordinary Resolution set out above will be determined by way of a poll.

5. As at the date hereof, the board of directors of the Company consists of Messrs. Cheung Kwok Wing,
Chan Wing Kwan, Chang Wing Yiu, Cheung Kwong Kwan, Ho Yin Sang, Cheung Wai Lin, Stephanie
and Mok Cham Hung, Chadwick, being the executive directors of the Company, and Messrs. Cheng
Ming Fun, Paul, Cheng Wai Chee, Christopher, Henry Tan and Tse Kam Hung, being the independent
non-executive directors of the Company.


