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9 October 2026 

 
To the Independent Board Committee and the Independent Shareholders of 
Kingboard Laminates Holdings Limited 
 
Dear Sir or Madam, 
 

REVISION OF ANNUAL CAPS FOR AND RENEWAL OF 
CONTINUING CONNECTED TRANSACTIONS WITH THE KBH GROUP 

 
INTRODUCTION 
 

We refer to our appointment as the Independent Financial Adviser to advise the 
Independent Board Committee and the Independent Shareholders in respect of the continuing 
connected transactions contemplated under (i) the New Materials Purchase Framework 
Agreement and (ii) New Supply Framework Agreement between the Company and Kingboard 
Holdings Limited (the “Continuing Connected Transactions”) including the proposed revised 
annual caps for the year ending 31 December 2026 (the “Proposed Revised Annual Caps”) 
and the proposed annual caps for the years ending 31 December 2027 and 2028 (the “Proposed 
Annual Caps”), particulars of which are set out in the letter from the Board (the “Letter from 
the Board”) of the circular of the Company dated 9 October 2026 (the “Circular”), of which 
this letter forms a part. Capitalised terms used in this letter shall have the same meaning as 
those defined in the Circular unless the context otherwise requires. 
 

As the Board expected that the transaction amount for the Existing Agreements would 
exceed the Existing Annual Caps for the financial year ending 31 December 2026, taking into 
account the business needs, the Board proposed to revise the Existing Annual Caps. 



Pursuant to the Existing Agreements, the original terms thereof will expire on 31
December 2026. On 16 September 2026, the Company and KBH entered into the New
Materials Purchase Framework Agreement to revise the annual cap for the year ending 31
December 2026 and renew the transactions contemplated under the Existing Materials
Purchase Framework Agreement, pursuant to which the Group will purchase Chemicals
from the KBH Group from 1 January 2026 to 31 December 2028, both days inclusive.

On the same day, the Company entered into the New Supply Framework Agreement
with KBH to revise the annual cap for the year ending 31 December 2026 and renew the
transactions contemplated under the Existing Supply Framework Agreement, pursuant to
which the Group will supply laminates and related upstream materials to the KBH Group
from 1 January 2026 to 31 December 2028, both days inclusive.

LISTING RULES IMPLICATIONS

KBH, being the controlling shareholder of the Company, owns, directly and
indirectly, approximately 62.41% of the issued share capital of the Company as at the
Latest Practicable Date. Accordingly, KBH is a connected person of the Company as
defined under the Listing Rules. Any transactions between the Group and the KBH Group,
as a result, will constitute connected transactions of the Company under Chapter 14A of
the Listing Rules.

As the highest applicable percentage ratios (under Chapter 14A of the Listing Rules)
of the amount on annual basis under each of the New Agreements for each of the three
years ending 31 December 2026, 2027 and 2028 exceeds 5% and the annual consideration is
more than HKD10,000,000, the transactions contemplated under the New Agreements
constitute non-exempt continuing connected transactions of the Company under Rule
14A.36 of the Listing Rules, and are subject to the reporting, announcement and
independent shareholders’ approval requirements under Chapter 14A of the Listing
Rules.

KBH and their respective associates will be required to abstain from voting at the
EGM. Mr. Cheung Kwok Wa, Mr. Cheung Kwok Keung, Mr. Cheung Kwok Ping, Mr. Lam
Ka Po and Mr. Cheung Ka Ho being the Executive Directors will abstain from voting at the
EGM approving the New Agreements, the transactions contemplated thereunder,
including the Proposed Revised Annual Caps and the Proposed Annual Caps
contemplated thereunder.

An independent board committee has been established to advise Independent
Shareholders as to (i) whether the terms of the New Agreements and the transactions
contemplated thereunder (including the Proposed Revised Annual Caps and Proposed
Annual Caps) are fair and reasonable and in the interests of the Company and the
Shareholders as a whole; (ii) whether the entering into the New Agreements is in the
ordinary and usual course of business of the Group; (iii) whether the terms of the New
Agreements (including the Proposed Revised Annual Caps and the Proposed Annual
Caps) are on normal commercial terms; and (iv) how the Independent Shareholders
should vote in respect of the resolution(s) to approve the New Agreements and the
transactions contemplated thereunder (including the Proposed Revised Annual Caps and
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Proposed Annual Caps) at the EGM. We have been appointed as the independent financial
adviser to advise the Independent Board Committee and the Independent Shareholders of
the Company in this regard.

INDEPENDENCE

As at the Latest Practicable Date, we did not have any relationship with or interest
in the Company or any other parties that could reasonably be regarded as relevant to our
independence. During the two years immediately prior to this Letter, we have not acted in
the capacity as an independent financial adviser, financial adviser or in any other capacity
to the Company. Apart from the normal advisory fee payable to us in connection with the
current appointment as the Independent Financial Adviser, no arrangement exists
whereby we shall receive any other fees or benefits from the Group or any other parties
that could reasonably be regarded as relevant to our independence. Accordingly, we
consider ourselves independent pursuant to Rule 13.84 of the Listing Rules.

BASIS OF OUR ADVICE

In formulating our opinion and recommendation to Independent Board Committee
and the Independent Shareholders, we have relied on the statements, information,
opinions and representations contained in the Circular, relevant market data and
information available from public sources and the website of the Stock Exchange and
information provided to us by the Company, the Directors and the management of the
Company. We have assumed that all statements and representations contained or referred
to in the Circular are true at the time they are made and continue to be true up to 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
are reasonably made after due enquiry.

We consider that we have been provided with sufficient information to form a
reasonable basis for issuing 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 in-depth investigation into the businesses and affairs or the future
prospects of the Group, nor have we carried out any independent verification of the
information supplied.

This letter is issued to the Independent Board Committee and the Independent
Shareholders solely in connection with their consideration in respect of the New
Agreements and the transactions contemplated thereunder (including the Proposed
Revised Annual Caps and Proposed Annual Caps), and except for its inclusion in the
Circular, is not to be quoted or referred to, in whole or in part, nor shall this letter be used
for any other purpose without our prior written consent.
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BACKGROUND INFORMATION

(i) Information on the Company and KBH Group

The Group is principally engaged in the production and sales of laminates and
related upstream materials. Laminates are used in the production of printed circuit boards
(“PCBs”) which in turn are used in the production of a wide variety of electronic products.
KBH, being the ultimate holding company of the Company, is principally engaged in the
business of production and sale of PCBs and chemicals and property development.

KBH is an investment holding company, the subsidiaries of which are principally
engaged in manufacture and sale of, among other things, laminates, PCBs, chemicals,
magnetic products, property development and investment and investment business.
Against this background, the KBH Group has been providing and will continue to provide
chemicals including methanol, formalin, phenol, acetone, bisphenol A and caustic soda to
the Group. Such chemicals are essential for the production of laminates and related
upstream materials by the Group. In return, the Group has been providing and will
continue to provide the laminates products and related upstream materials to the KBH
Group.

PRINCIPAL FACTORS AND REASONS CONSIDERED

To formulate our opinion regarding the Continuing Connected Transactions, the
Proposed Revised Annual Caps and the Proposed Annual Caps, we have taken into
account the following principal factors and reasons:

I. Reasons and benefits of entering into the New Agreements

With reference to the Letter from the Board, the actual purchase amount of
Chemicals from KBH Group during the eight months ended 31 August 2026 (“8M2026”)
amounted to approximately HKD626.2 million, representing approximately 73.84% of the
corresponding Existing Annual Cap of HKD848.0 million for the transactions
contemplated thereunder for FY2026. Such increase is mainly attributable to (i) the
unexpected increase in market selling prices of the Chemicals products purchased from
KBH Group and (ii) the increase in the production volume of the laminates and related
upstream materials products.

In light of the above, the Board expected that the purchase amount of Chemicals
from KBH Group in respect of the transaction contemplated under the Existing Materials
Purchase Framework Agreement for the term from 1 January 2024 to 31 December 2026 is
likely to exceed the corresponding annual cap of the financial year ending 31 December
2026. Accordingly, the Board considered that it is necessary to revise the corresponding
annual cap to comply with the Listing Rules.

The Group has been purchasing Chemicals from the KBH Group since 2006 and the
KBH Group is currently one of the top five suppliers to the Group. We noted from the
annual report of the KBH Group for the year ended 31 December 2025, manufacture and
sale of Chemicals have been one of the five main operating divisions which have
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attributed approximately 28% of the total revenue of the KBH Group. Therefore, the
purchase of the Chemicals by the Group from the KBH Group under the New Materials
Purchase Framework Agreement can secure a steady supply of Chemicals from the KBH
Group which facilitates the Group’s production of laminates. Although the Group does
not rely on the KBH Group for the purchase of Chemicals as Chemicals are readily
available from independent third-party suppliers at comparable prices and terms, the
purchase of the Chemicals from KBH Group allows the Group to benefit from the
economies of scale of the KBH Group.

Similar to the purchase of Chemicals, the actual amount of the sales of laminates and
related upstream materials by the Group to the KBH Group during 8M2026 amounted to
approximately HKD3,702.2 million, representing approximately 77.7% of the
corresponding Existing Annual Cap of HKD4,765.0 million for the transactions
contemplated thereunder for FY2026. Such increase is mainly attributable to significant
increase in market selling price of the laminates and related upstream materials supplied
to KBH Group.

In light of the above, the Board expected that the sales amount of laminates and
related upstream materials by the Group to the KBH Group in respect of the transaction
contemplated under the Existing Supply Framework Agreement for the term from
1 January 2024 to 31 December 2026 is likely to exceed the corresponding annual cap of the
financial year ending 31 December 2026. Accordingly, the Board considered that it is
necessary to revise the corresponding annual cap to comply with the Listing Rules.

As its ordinary course of business, KBH Group has been purchasing the laminates
products and related upstream materials from different suppliers (including but not
limited to the Group) from time to time. Indeed, KBH Group has been carrying on
transactions with the Group since 2006. According to the annual report of the Company
for the year ended 31 December 2025, the Group’s largest customer was KBH Group, being
subsidiaries of KBH other than the Company or its subsidiaries, and the percentage of
sales attributable to the KBH Group was approximately 19% during the year. Due to the
long-standing and close working relationship between the Group and the KBH Group, the
Group has been familiar with the product specifications or demands of the KBH Group
and thus can supply laminates products and related upstream materials based on different
demands from the KBH Group in a cost-effective manner. Given such close working
relationship with the KBH Group, transactions under the New Supply Framework
Agreement will enable KBH Group to obtain a reliable and stable source of laminates
products and related upstream materials from the Group, and at the same time it will
enhance the revenue of the Group through increased sales and thus benefit the Company
and the Shareholders as a whole.

Having considered the facts that (i) the transaction amounts under the Existing
Agreements are likely to exceed the corresponding Existing Annual Caps during the year
ending 31 December 2026; (ii) it is expected that KBH Group will continue to enter into
transactions of similar nature with the Group from time to time thereafter; and (iii) the
purpose of entering into the New Agreements is solely for the renewal of terms and the
annual caps of the transactions contemplated under the Existing Agreements for a term up
to 31 December 2028, in order to facilitate transactions on a continuing basis in the
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ordinary and usual course of business of the Group. Having considered the above, we
concur with the view of the Directors that the entering into of the New Agreements are in
the interests of the Group and the Shareholders as a whole.

II. Terms of the New Agreements

a) New Materials Purchase Framework Agreement

Key terms of the New Materials Purchase Framework Agreement summarized as
below:

Date: 16 September 2026

Parties: (1) KBH

(2) the Company

Products to be
purchased:

Purchase of Chemicals by the Group from the KBH Group,
without any limitation on the maximum and minimum
quantity but is to be determined and agreed between the
parties from time to time.

Pricing: The price at which the Chemicals are to be purchased will be
at the then prevailing market prices, but in no event will the
terms be less favourable to the Group than the terms
available from independent third parties having regard to
the quantity and other conditions of the purchase.
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The purchase department of the Group will assess the
prevailing market price by reference to: (i) pricing data
published by ICIS (an independent commodity market
intelligence platform which provides pricing data for
petrochemicals and chemicals markets globally) and other
independent industry data sources, as well as listed prices
for comparable chemical products displayed on publicly
available online market platforms; (ii) quotations obtained
from independent third party suppliers of similar
Chemicals (based on similar quantity and similar
specifications), having regard to the product type, quantity,
delivery terms and timing of the relevant order; and (iii) at
least two comparable transactions with an independent
third party supplier of the Group during the same period.
Where no comparable transaction is available during the
same period, the purchase department will conduct market
research on the open market by coming into contact with
and initiating business enquiries with potential sellers of
Chemicals. Such potential suppliers are independent third
parties of the Group and are market players which include
the Group’s suppliers. The prices and terms acceptable to
such potential suppliers are recorded and a pricing research
report is submitted to the head of the purchase department
and/or the director-in-charge of the relevant operating
subsidiary for their information and reference in
considering the orders with the KBH Group under the New
Materials Purchase Framework Agreement.

The KBH Group will grant a credit period of 30 days to the
Group. The consideration will be settled in cash.

Term: From 1 January 2026 to 31 December 2028, both days
inclusive.

Pursuant to the terms of the New Materials Purchase Framework Agreement, there
is no limitation on the quantity of Chemicals to be purchased by the Group from the KBH
Group. The actual quantity, specification and price of Chemicals to be purchased will be
determined and agreed between the parties from time to time. The Group will not be
obligated to purchase a minimum amount of Chemicals from the KBH Group and the KBH
Group will not be obligated to sell any set quantity of Chemicals to the Group during the
term of the New Materials Purchase Framework Agreement.
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The purchase department will also conduct monthly reviews to monitor movements
in prevailing market prices. The head of the purchase department and/or the
director-in-charge of the relevant operating subsidiary, as the case may be, will review
each order with the KBH Group and compare it against the pricing information presented
and reported by the purchase department personnel, taking into account the historical
price of comparable transactions. Based on the pricing information obtained, the purchase
price to be paid by the Group under the New Materials Purchase Framework Agreement
will be set at or no more than the prevailing market prices and benchmark prices, and the
terms shall be no more favourable to the KBH Group than the terms available from
independent third party suppliers.

b) New Supply Framework Agreement

Key terms of the New Supply Framework Agreement summarized as below:

Date: 16 September 2026

Parties: (1) KBH

(2) the Company

Products to be
supplied:

Supply of laminate products and related upstream materials
by the Group to the KBH Group, without any limitation on
the maximum and minimum quantity but is to be
determined and agreed between the parties from time to
time.

Pricing: The materials will be supplied at the then prevailing market
prices, but in no event will the terms be less favourable to
the Group than the terms available to independent third
parties having regard to the quantity and other conditions
of the sale.
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To facilitate the Group in determining the prevailing market
price, each time an order is received from the KBH Group,
the sales department of the Group will assess the prevailing
market price by reference to: (i) the copper price quoted on
the London Metal Exchange as a key reference indicator for
the raw material cost component (as copper is the principal
raw material for the production of laminates and related
upstream materials), as well as listed prices for comparable
products of similar types and specifications displayed on
publicly available online market platforms (as copper-clad
laminates are not a standardised commodity for which there
is a publicly quoted exchange price or a dedicated
commodity data provider); (ii) selling prices offered to
independent third party customers for similar products
(based on similar quantity and similar specifications),
having regard to the product type, quantity, delivery terms
and timing of the relevant order; and (iii) at least two
comparable transactions with an independent third party
customer of the Group during the same period. Where no
comparable transaction is available during the same period,
the sales department will conduct market research on the
open market by coming into contact with and initiating
business enquiries with potential buyers in relation to the
goods contemplated under the New Supply Framework
Agreement. Such potential buyers are independent third
parties of the Group and are market players which include
the Group’s customers. The prices and terms acceptable to
such potential buyers are recorded and a pricing research
report is submitted to the head of the sales department
and/or the director-in-charge of the relevant operating
subsidiary for their information and reference in
considering the orders with the KBH Group under the New
Supply Framework Agreement.

The Group will grant a credit period of 90 days to the KBH
Group. The consideration will be settled in cash.

Term: From 1 January 2026 to 31 December 2028, both days
inclusive.

Pursuant to the terms of the New Supply Framework Agreement, there is no
limitation on the quantity of laminates and related upstream materials to be supplied by
the Group to the KBH Group. The actual quantity, specification and price of laminates and
related upstream materials to be supplied will be determined and agreed between the
parties from time to time. The Group will not be obligated to supply a minimum amount
of laminates and related upstream materials to the KBH Group and the KBH Group will
not be obligated to purchase any set quantity of laminates and related upstream materials
under the terms of the New Supply Framework Agreement.
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The sales department will also conduct monthly reviews to monitor movements in
prevailing market prices. The head of the sales department and/or the director-in-charge
of the relevant operating subsidiary, as the case may be, will review each order with the
KBH Group and compare it against the pricing information presented and reported by the
sales department personnel, taking into account the historical price of comparable
transactions. Based on the pricing information obtained, the selling price to the KBH
Group under the New Supply Framework Agreement will be set at or no less than the
prevailing market prices and benchmark prices, and the terms will be no more favourable
to the KBH Group than the terms available to independent third party customers.

III. Internal Control and Historical Transaction Records

During discussion with the management of the Group, we are advised that the
Group has implemented a set of internal control procedures to ensure the pricing
mechanism is fully applied.

Whenever the Group intends to purchase the Chemicals from the KBH Group, the
purchase department will first inform the potential suppliers (including KBH Group) of
the amount and specifications of intended purchase and will then assess and compare the
quotations from such potential suppliers. The purchase department would consider at
least two comparable transactions with an independent third-party supplier during the
same period where applicable, and report to the senior management accordingly. As part
of the internal requirement, the head of the purchase department and/or the
director-in-charge of the relevant operating subsidiary, as the case may be, will review the
order with the KBH Group and compare it against two comparable transactions with
independent third-party supplier of the Group as presented and reported by the purchase
department personnel. As such, the terms in respect of the purchase under the New
Materials Purchase Framework Agreement will be comparable to the market terms. In the
absence of any comparable transaction, the Group will conduct market research on the
open market where applicable. On such basis, we are of the view that the market price
information obtained from the independent third-party suppliers could assist the Group
in determining the pricing of the relevant purchase transactions and therefore the
Company is able to make purchase orders of Chemicals under the prevailing market
condition.

On the other hand, when the Group handles a purchase order from the KBH Group,
the sales department of the relevant operating subsidiary will obtain prevailing market
prices and benchmark price information through the market or third-party customers. In
the previous sales transactions, the Group would consider at least two comparable
transactions with an independent third-party customer during the same period. In the
absence of a comparable transaction or price quotation, the Group will conduct market
price research on the open market. As part of the internal requirement, prior to accepting
a purchase order, the sales department of the relevant operating subsidiary will consider
the price offered to the KBH Group or independent third-party customers to ensure the
selling price to KBH Group, which will be at or no less than the prevailing/benchmark
prices. Besides, the sales procedures to the KBH Group are identical to that of independent
third-party customers, which include the steps of order enquiry, price negotiation, order
confirmation, product delivery and payment.
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Our review on the pricing policy

For the purpose of this letter of advice, we have reviewed records of historical
transactions contemplated under (i) Existing Materials Purchase Framework Agreement
and (ii) Existing Supply Framework Agreement between January 2024 and June 2026 (the
“Period under Review”). We have obtained a master list of transaction records regarding
the transactions between the Group and the KBH Group from the management of the
Company for the Period under Review.

(i) Historical transactions contemplated under Existing Materials Purchase Framework
Agreement

For the transactions in respect of the purchase of Chemicals from the KBH Group by
the Group under the Existing Materials Purchase Framework Agreement, we have
selected on a random basis from the master list and reviewed transaction samples. In view
of the numerous transactions conducted during the Period under Review, we have
randomly selected one sample for every two months of each financial year. Under such
basis, we have reviewed a total of 15 sets of transaction samples. For each of the samples
obtained, we have further obtained at least two comparable transactions with
independent third parties of the Group conducted at the relevant time in respect of
purchase of products with comparable specifications and quantities. For each set of
transaction samples obtained, we have (1) compared the products purchased by the Group
from the independent third parties to ensure they were identical or comparable; (2)
checked the transaction dates to ensure that they were conducted within a reasonable
timeframe; and (3) compared the transaction prices to ensure the transaction prices
regarding the purchase of Chemicals were no less favourable than those offered by
independent third-party suppliers. Based on the purchase orders and quotations provided
to us, we noted that at least one quotation was obtained from independent third-party
suppliers for price comparison of each transaction. The price and payment terms offered
by the KBH Group were no less favourable than those offered by independent third-party
suppliers.

(ii) Historical transactions contemplated under Existing Supply Framework Agreement

For the transactions in respect of the sales of laminates and related upstream
materials from the Group to the KBH Group under the Existing Supply Framework
Agreement, similar investigations have been conducted as section (i) above. We have
randomly selected one sample for every two months of each financial year and therefore
have reviewed 15 sets of transaction samples during the Period under Review. Again, for
each of the samples obtained, we have further obtained at least two comparable
transactions with independent third party of the Group conducted at the relevant time in
respect of sale of products with comparable specifications and quantities. For each set of
transaction samples obtained, we have (1) compared the products sold to the KBH Group
and to the independent third parties to ensure they were identical or comparable; (2)
checked the transaction dates to ensure that they were conducted within a reasonable
timeframe; and (3) compared the transaction prices to ensure the transaction prices
regarding the sales of laminates and related upstream materials were no more favourable
than those offered to the independent third-party customers. Based on the invoices
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provided to us, we noted that the price and payment terms offered to the KBH Group were
no more favourable than those offered to the independent third-party customers.

In evaluating the sampling methodology, we consider the reviewed documents to be
fair, representative, and sufficient to substantiate our opinion. The selected samples cover
sales transactions across each relevant year under the Existing Agreements, providing a
clear representation of the Group’s ongoing transaction workflows. Given the recurring
nature and high volume of these continuing connected transactions, the operational
procedures are standardized across the Group. Crucially, our review confirmed that
adequate comparable transactions with independent third parties and cost references
were available, verifying that the pricing policies governing transactions with KBH Group
have been properly implemented on fair and reasonable commercial terms.

Regarding the pricing policy, we also noted that the Group will maintain a database to
record and monitor the market prices on public domain and compare with similar products
providers in the market which are independent third parties, as to the prices of the products
under the Existing Agreements. In this respect, we have obtained and reviewed the Group’s
two exhaustive pricing research reports for the period between January 2024 and June 2026
for the purchase of Chemicals and sales of laminates and related upstream materials. Based
on our review, we noted that the market prices of products were checked and recorded by the
Group on daily basis. As for the purchase of Chemicals under Existing Materials Purchase
Framework Agreement, the purchase department will obtain pricing data published by ICIS
(https://www.icis.com/explore/services/pricing/) (an independent commodity market
intelligence platform which provides pricing data for petrochemicals and chemicals markets
globally) and other independent industry data sources, as well as listed prices for
comparable chemical products displayed on publicly available online market platforms. As
for the sale of laminates and related upstream materials under Existing Supply Framework
Agreement, the sale department will obtain the copper price quoted on the London Metal
Exchange (https://www.lme.com/) as a key reference indicator for the raw material cost
component (as copper is the principal raw material for the production of laminates and
related upstream materials), as well as listed prices for comparable products of similar types
and specifications displayed on publicly available online market platforms. Based on the
record, we noted that the Group has regularly monitored and collected market information
on the price of products to be provided or purchased from KBH Group and compared with
the market prices and the quotations offered by comparable independent third parties from
time to time.

Our review on the internal control policies

As set out in the Letter from the Board, the Group has implemented certain internal
control measures to monitor the continuing connected transactions of the Company
including but not limited to (i) monthly review on the sales amount and selling prices in
relation to the connected transactions by the finance manager; (ii) quarterly review on the
selling prices and payment terms by the Board; (iii) annual review on the connected
transactions by the auditor; and (iv) annual review on the connected transactions by the
audit committee of the Board such that all these transactions are on normal commercial
terms and in the interest of the Company as well as complying with the Listing Rules.
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Regarding the monthly review of the transaction amounts, the finance department
of the Group will maintain a database to record and monitor the aggregate transaction
amounts, unit purchase prices, and selling prices under the continuing connected
transactions on an ongoing basis, together with market price references for key raw
materials (including copper and Chemicals). The finance department will prepare a
monthly report containing comprehensive transaction details, including but not limited to
the product types, specifications, volume, and unit prices of connected transactions
executed during the month (the “Monthly CT Report”), accompanied by either
independent third-party quotations or market price assessments. This monitoring
mechanism ensures that: (1) all transactions entered into under the New Materials
Purchase Framework Agreement and the New Supply Framework Agreement strictly
comply with the pricing policies and terms set forth therein; and (2) the cumulative actual
transaction amounts do not exceed the relevant proposed annual caps.

In addition, we noted that the Company’s internal audit team will conduct reviews
on the continuing connected transactions of the Group. Such reviews include (a) on-site
inspections at the Group’s production facilities to examine transaction records and
supporting documentation; (b) verification of compliance with the pricing policies and
internal control procedures described above, including checking whether the relevant
pricing references, quotations and comparable transaction data have been properly
obtained, recorded and approved; and (c) reporting findings and recommendations to the
management and the director-in-charge.

We obtained and reviewed the Monthly CT Reports for FY2025 and first half year of
FY2026. Based on the Monthly CT Reports provided, we noted that the finance department
of the Company has regularly monitored the cumulative transaction amounts against the
approved annual caps for each month and the transaction monitoring records were
prepared and signed by the manager of finance department and were then reviewed by
the chief financial officer. We also verified that each report accurately tracked and
recorded aggregate transaction amounts against the relevant annual caps, properly
classified the transactions as continuing connected transactions, and confirmed that the
transactions were conducted on normal commercial terms. We also noted that key raw
material cost references including copper and Chemicals alongside supporting quotations
were properly recorded.

Furthermore, we have reviewed the sample internal audit reports prepared by the
Company’s internal audit team to assess the scope, depth, and findings of their reviews.
We noted that the internal audit team has conducted on-site inspections at production
facilities and periodic reviews of the Monthly CT Reports to verify compliance with
established pricing policies and cap limits, and reports its findings directly to
management and the director-in-charge. Based on the sample internal audit reports, no
material internal control deficiencies or non-compliance issues were identified.

As advised by the management of the Company, such Monthly CT reports and
internal audit reports will be reviewed by INEDs and Auditor on annual basis for the
purpose of ensuring the transactions contemplated under the Existing Agreements have
been within the ordinary business of the Group, on the normal commercial terms without
exceeding the Existing Annual Caps.
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In consideration of the above, we concur with the Directors that the internal control
procedures are in place to ensure continuing connected transaction under the New
Materials Purchase Framework Agreement and the New Supply Framework Agreement
will be conducted on normal commercial terms and the effective implementation of these
measures shall safeguard the interests of the Company and the Independent Shareholders
as a whole.

Therefore, we are of the view that the Company has sufficient and effective internal
control policy to ensure the Proposed Revised Annual Caps and the Proposed Annual
Caps will not be exceeded and the price of the products are on normal commercial terms,
fair and reasonable, and in the interest of the Company and its Shareholders as a whole.

IV. Assessment of the Proposed Revised Annual Caps and Proposed Annual Caps

a) New Materials Purchase Framework Agreement

The table below sets out Existing Annual Caps under the Existing Materials
Purchase Framework Agreement, the Proposed Revised KBH Purchase Annual Cap and
the Proposed KBH Purchase Annual Caps under the New Materials Purchase Framework
Agreement for the three financial years ending 31 December 2028 (“FY2026”, “FY2027”
and “FY2028” respectively):

FY2026 FY2027 FY2028
HKD’000 HKD’000 HKD’000

Existing Annual Caps 848,000 N/A N/A
Proposed Revised Annual

Caps/Proposed Annual Caps 1,174,000 1,408,800 1,690,600
Annual growth rate (%) – 20.00% 20.00%

In determining the Proposed Revised KBH Purchase Annual Cap and the Proposed
KBH Purchase Annual Caps for the New Materials Purchase Framework Agreement for
each of the three years ending 31 December 2028, the management of the Company has
taken into account:

i. the historical transaction amounts of purchase of Chemicals for the
production of laminates by the Group from the KBH Group;

ii. the anticipated growth in demand for Chemicals of the Group for the three
financial years ending 31 December 2028;

iii. the anticipated increase in market price of Chemicals; and

iv. inflation

We have discussed with the management of the Company and reviewed the
underlying assumptions and bases considered in the determination of the Proposed
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Revised KBH Purchase Annual Cap and the Proposed KBH Purchase Annual Caps. In
assessing the reasonableness and fairness of the basis of determination of the Proposed
Revised Annual Cap and the Proposed Annual Caps, we have considered and examined (i)
the historical transaction amounts of the purchase of Chemicals under the Existing
Materials Purchase Framework Agreement; (ii) the anticipated demand for the Chemicals
of the Group and (iii) price volatility of the goods.

Assessment of the Proposed Revised Annual Caps for FY2026

The following table sets out (i) the historical transaction amounts of the purchase of
Chemicals for FY2024, FY2025 and the eight months ended 31 August 2026 under the
Existing Materials Purchase Framework Agreement (“Historical Purchases Amounts”);
(ii) the Existing Annual Caps under the Existing Materials Purchase Framework
Agreement; (iii) the calculation of the utilization rate for FY2024, FY2025 and 8M2026 of
the Existing Annual Caps and the estimated purchase for FY2026 by straight-line
multiplication from the actual transactions during 8M2026:

FY2024 FY2025 8M2026 FY2026
HKD’000 HKD’000 HKD’000 HKD’000

Historical Purchases
Amounts

790,900 799,753 626,168
(note1)

939,252
(note2)

Existing Annual Caps 799,000 823,000 848,000 848,000
% of utilization 98.99% 97.18% 73.84%

Notes:

1. This is the actual amount for the eight months ended 31 August 2026.

2. This is an estimated figure by straight-line multiplication from the actual transactions during the
eight months ended 31 August 2026.

As shown in the table above, we noted that (i) the transaction amounts under the
Existing Materials Purchase Framework Agreement during the period commencing from 1
January 2026 to 31 August 2026 have reached approximately HKD626.2 million,
representing a utilization rate of the Existing Annual Cap for FY2026 of approximately
73.84%; and (ii) for illustrative purpose only, the annualised amounts calculated based on
the historical transaction amounts under the Existing Materials Purchase Framework
Agreement for the 8M2026 is approximately HKD939.3 million which will exceed the
Existing Annual Cap of HKD848.0 million. Having considered the above factors, there is a
need to revise the Existing Annual Cap to cater the demand of Chemicals from the Group
during the remaining four-month period of 2026.

We understand from the management that the significant increase in purchase
amount of the Chemicals from the KBH Group during FY2026 was mainly due to (i) the
unexpected increase in market selling prices of the Chemicals products purchased from
KBH Group and (ii) the increase in the production volume of the laminates and related
upstream materials products.
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Because of the significant price surge in crude oil, the market prices of the
Chemicals have been increased accordingly in FY2026. In order to formulate our opinion,
we have reviewed the recent price movement of crude oil.

NYMEX WTI Crude Oil Price Trend (Jan 2026 – Aug 2026)
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Based on the crude oil prices quoted on New York Mercantile Exchange
(https://www.cmegroup.com/company/nymex.html) for the period from 1 January 2026
to 31 August 2026, the crude oil price experienced high volatility, climbing from low levels
around USD63.70 per barrel in January to a peak above USD103.90 per barrel in April. The
initial upward trajectory was primarily driven by severe Middle East geopolitical conflict,
which drew down global oil inventories by roughly 400 million barrels over the year.
Subsequently, high retail fuel costs temporarily dampened demand to pull prices down in
June while persisting physical transport threats and low global warehouse stocks pushed
benchmarks back up toward USD84.40 per barrel by late August. Overall, crude oil prices
exhibited a distinct net upward trend during the eight-month period, surging by
approximately 32.5% compared to the beginning of the year. In particular, based on latest
price research conducted by the Company, we noted that the average purchase price of
Chemicals in September 2026 was higher than the average purchase price for the eight
months ended 31 August 2026.

Apart from the unexpected increase in market selling prices of Chemicals, the
Group also achieved a significant increase in laminate production volume in FY2026, with
average monthly shipments surging over 10 million sheets during the first eight months.
The average monthly shipments rose by 5% compared with FY2025. This operational
growth was driven by a sharp rise in downstream structural demand across high-end
PCBs, localized AI server infrastructure, 5G-Advanced communication networking, and
smart automotive electronics.

According to the annual report of the Group for FY2025, the Group achieved a total
revenue of HKD20.40 bill ion, representing a 10% year-on-year increase from
HKD18.54 billion in FY2024. This growth was driven by robust operational demand across
advanced technology sectors, including AI servers, 5G communications, and smart
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automotive electronic which supported the Group’s operational expansion and increased
raw material needs. Accordingly, we consider the demand of the Group on Chemicals
remains strong.

In assessing whether and how the determination of Proposed Revised KBH
Purchase Annual Cap for FY2026 are fair and reasonable, we have discussed with
Management and reviewed the calculation, which was derived from estimated annualised
amounts calculated based on actual purchases for the 8M2026 of approximately HKD939.3
million with a buffer of approximately 25%. As set out in the letter from the Board, the 25%
buffer takes into account (i) the upward commodity price trends during the eight months
ended 31 August 2026; (ii) the purchasing price index for raw chemicals; and (iii) the fact
that the average purchase price of Chemicals in September 2026 was higher than the
average purchase price for the eight months ended 31 August 2026.

Having reviewed the underlying factors, we consider the inclusion of a 25% buffer
in determining the Proposed Revised KBH Purchase Annual Cap for FY2026 is justified
based on:

(i) the buffer provides flexibility to absorb potential upstream cost fluctuation
evidenced by an increase of 32.5% in crude oil benchmark prices during the
first eight months of 2026, alongside mid-year double-digit rises in raw
chemical purchasing price index released by the National Bureau of Statistics;

(ii) the actual market data confirms that average Chemical purchase prices in
September 2026 exceeded the 8M2026 average. The estimation relying solely
on a basic straight-line annualization would therefore understate the Group’s
actual financial exposure for the full year.

(iii) the buffer accommodates the Group’s ongoing operational expansion which
reflected in its 10% revenue growth in FY2025 and a 5% increase in average
monthly laminate shipments to over 10 million sheets in FY2026 driven by
sustained structural demand across high-end PCBs, AI server infrastructure,
5G-Advanced communications, and smart automotive electronics.

Accordingly, we are of the view that a 25% buffer is a prudent provision that caters
to both price volatility and volume growth, ensuring the Group can maintain production
without exceeding its annual caps for the remainder of FY2026 and we consider such
estimation to be fair and reasonable.

Assessment of the Proposed Annual Caps for FY2027 and FY2028

As advised by the Management, the Group will be scaling its production capacity of
laminates to meet expanding global demand. As discussed in the previous paragraph,
Chemicals are essential for production of laminates and related upstream materials by the
Group. The production volume of laminates will affect the quantity of Chemicals to be
purchased by the Group from the KBH Group under the New Materials Purchase
Framework Agreement and thus is relevant to justify the fairness and reasonableness of
the proposed annual caps for the two years ending 31 December 2028. Therefore, we have
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conducted a review of the production plan of the Group for the next two years. Based on
the plan, we note that there is a new project under construction in Pingxiang City, Jiangxi
Province, with an ultimate monthly capacity of 1.1 million sheets of laminates whereas its
Phase I, with a monthly capacity of 350,000 sheets, will likewise be commissioned in
mid-2027. Regarding the existing facility in Thailand, Phase II and Phase III will be put
into production across FY2027 to FY2028 with additional production monthly capacity of
400,000 sheets per phase to scale the total overseas output to 1.8 million sheets per month.
Combining Phase I of Pingxiang with Phase II and Phase III of Thailand will bring
additional 1.15 million sheets per month in new laminate capacity. With the new capacity,
it is expected that the annual production capacity for laminates of the Group will be
increased by around 10%. The Company expects that the tight supply-demand imbalance
in the laminates industry is unlikely to ease in the near term, and the industry is expected
to remain in an upward cycle characterised by robust demand and constrained supply.

In addition to volume growth in laminates production, global supply chain
dynamics and upstream cost inflation require a reasonable buffer. According to data from
the National Bureau of Statistics of China (https://www.stats.gov.cn/) announced in July
2026, the purchasing price index for raw chemicals has experienced significant
double-digit increase of 11.5% in mid-2026, alongside elevated global crude oil prices
which directly drive up the cost of Chemicals. Due to these industry-wide cost pressures,
the Group has instituted multiple price adjustments for laminate product in FY2026.
Looking forward, the Energy Information Administration (“EIA”) of the United States
expects that crude oil prices face sustained upward risk and an elevated cost baseline
through late 2026. Based on the Short-Term Energy Outlook published by EIA in
September 2026 (https://www.eia.gov/outlooks/steo/), EIA raised its full-year crude oil
spot price forecast to USD91.01 per barrel, driven by Middle Eastern supply shut-ins
averaging between 5.5 million and 7.5 million barrels per day.

We understand from the management that the Proposed KBH Purchase Annual Caps
are estimated by the management of the Company with an expected annual growth of
approximately 20% based on the proposed revised annual cap for the year ending 31
December 2026. As set out in the letter from the Board, the annual growth rate reflects: (i)
projected volume growth of approximately 7.5% to 10%, having regard to the expected
increase in the Group’s laminate production capacity of approximately 10%; (ii)
anticipated commodity price increases of approximately 8% to 10%, having regard to the
11.5% increase in the purchasing price index for raw chemicals in mid-2026; and (iii)
general cost inflation of approximately 2% to 3%.

Having evaluated the underlying factors, we consider the proposed 20% annual
growth rate for the Proposed KBH Purchase Annual Caps in FY2027 and FY2028 directly
aligns with the cumulative impact of three core operational and macroeconomic factors:
(i) projected volume growth of approximately 7.5% to 10%, driven by adding 1.15 million
sheets per month in new laminate production capacity across Pingxiang Phase I and
Thailand Phases II & III; (ii) anticipated commodity price increases of approximately 8%
to 10% backed by the 11.5% surge in China’s raw chemical purchasing price index in
mid-2026 and sustained elevated crude oil price baselines forecast by the EIA; and (iii) a
2% to 3% provision for general cost inflation. Furthermore, given that the Group’s
historical annual cap utilization rates reached near-capacity levels of 98.99% in FY2024
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and 97.18% in FY2025, an annual cap growth rate of 20% provides essential operational
flexibility to absorb potential raw material price volatility, support scheduled production
scaling, and avoid the necessity of further cap revisions in the next two years which is fair
and reasonable.

In reviewing the proposed annual caps under the New Materials Purchase
Framework Agreement, we have: (i) reviewed the internal calculation worksheets used in
determining the respective proposed annual caps, which were prepared by the Group
based on, among other things, the actual historical purchase amounts of Chemicals and
the historical utilization rates of the existing annual caps and the projected capacity
expansion of the Group’s laminate production facilities as well as the anticipated increase
in market price of Chemicals; (ii) examined internal purchase monitoring records, sample
purchase orders, independent third-party supplier quotations, and pricing research
reports to confirm that the Group’s pricing policy to ensure terms are no less favourable
than prevailing market rates; and (iii) performed independent research on upstream
industry trends and benchmark price movements, including crude oil price and national
purchasing price indices for raw chemicals, which confirm ongoing cost inflation and
support the operational need for the projected annual cap growth.

b) New Supply Framework Agreement

The table below sets out Existing Annual Cap under the Existing Supply Framework
Agreement, the Proposed Revised KBH Supply Annual Cap and the Proposed KBH
Supply Annual Caps for the three financial years ending 31 December 2028:

FY2026 FY2027 FY2028
HKD’000 HKD’000 HKD’000

Existing Annual Caps 4,765,000 N/A N/A
Proposed Revised Annual Caps/

Proposed Annual Caps 6,941,600 8,329,900 9,995,900
Annual growth rate (%) – 20.00% 20.00%

In determining Proposed Revised KBH Supply Annual Cap and the Proposed KBH
Supply Annual Caps for the New Supply Framework Agreement, the management of the
Company has taken into account:

i. the historical transaction amounts of sales of laminates and related upstream
materials by the Group to the KBH Group;

ii. the expected increase in the production capacity of PCBs of KBH Group;

iii. the anticipated demand of the laminates and related upstream materials by
the KBH Group for the four months ending 31 December 2026 and the years
ending 31 December 2027 and 2028;

iv. the anticipated increase in market price of such materials; and
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v. inflation

We have discussed with the management of the Company and reviewed the
underlying assumptions and bases considered in the determination of the Proposed
Revised KBH Supply Annual Cap and the Proposed KBH Supply Annual Caps. In
assessing the reasonableness and fairness of the basis of determination of the Proposed
Revised KBH Supply Annual Cap and the Proposed KBH Supply Annual Caps, we have
considered and examined (i) the historical transaction amounts of the purchase of
Chemicals under the Existing Materials Purchase Framework Agreement; (ii) the
production plan of PCBs of the KBH Group and (iii) price volatility of the goods.

Assessment of the Proposed Revised Annual Caps for FY2026

The following table sets out (i) the historical transaction amounts of the sales of
laminates and related upstream materials for FY2024, FY2025 and 8M2026 under the
Existing Supply Framework Agreement (“Historical Sales Amounts”); (ii) the Existing
Annual Caps under the Existing Supply Framework Agreement; (iii) the calculation of the
utilization rate for FY2024, FY2025 and 8M2026 of the Existing Annual Caps and the
estimated sales for FY2026 by straight-line multiplication from the actual transactions
during 8M2026:

FY2024 FY2025 8M2026 FY2026
HKD’000 HKD’000 HKD’000 HKD’000

Historical Sales
Amounts

4,096,187 3,801,834 3,702,167
(note1)

5,553,251
(note2)

Existing Annual Caps 4,491,000 4,626,000 4,765,000 4,765,000
% of utilization 91.21% 82.18% 77.70%

Notes:

1. This is the actual amount for the eight months ended 31 August 2026.

2. This is an estimated figure by straight-line multiplication from the actual transactions during the
eight months ended 31 August 2026.

As shown in the table above, we noted that (i) the transaction amounts under the
Existing Supply Framework Agreement during the period commencing from 1 January
2026 to 31 August 2026 have reached approximately HKD3,702.2 million, representing a
utilization rate of the Existing Annual Cap for FY2026 of approximately 77.70%; and (ii)
for illustrative purpose only, the annualised amounts calculated based on the historical
transaction amounts under the Existing Supply Framework Agreement for the 8M2026 is
approximately HKD5,553.3 million which will exceed the Existing Annual Cap of
HKD4,765.0 million. Having considered the above factors, there is a need to revise the
Existing Annual Cap to cater the sales to the KBH Group.
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We understand from the management that the significant increase in sales to the
KBH Group during the year ending 31 December 2026 was mainly due to the significant
increase in market selling price of the laminates and related upstream materials products
supplied to KBH Group.

Among the goods to be supplied to KBH Group, laminates and related upstream
materials are mainly produced from copper. The price fluctuations in copper would have
significant impact on the selling price of the goods. In view of this, we have conducted a
review on the copper price for FY2026. The diagram shown below is a graph of copper
metal price quoted on the London Metal Exchange (https://www.lme.com/) in USD per
tonne from January 2026 up to August 2026.

LME Copper Spot Price Trend (Jan 2026 – Aug 2026)
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Between January and August 2026, the copper price exhibited an aggressive upward
trend, surging by over 11.5% from around USD13,000 per tonne early in the year to record
highs above USD14,500 per tonne by August. By early August, the copper price crested at
an all-time peak of USD14,533 per tonne. Such significant price surge was driven by the
combination effect of massive warehouse stockpiling in response to US tariff delays and
strong physical demand from artificial intelligence infrastructure, such as AI data center
expansions and power grid builds. AI data centers require thick copper wiring to supply
massive electrical power and copper plumbing systems to keep the hardware from
overheating. This surging structural demand pushes market prices higher and drives
severe cost inflation across the entire electronic supply chain from raw laminates up to
finished PCBs.

According to the annual report of the Group for FY2025, it is mentioned that
demand for specialty electronic fibreglass yarn and specialty electronic fibreglass fabric
used in high-end applications, including 5G and 5.5G, AI servers, and IC packaging
substrates grew significantly, leading to a sustained supply shortage. Some existing
production capacity in the market for traditional electronic fibreglass yarn and fabric was
redirected to the production of AI-related products, creating a tight supply of traditional
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materials. Alongside a sharp rise in copper price, the Group raised prices for its laminate
products several times during the year.

We have discussed with Management and reviewed the calculation of the Proposed
Revised KBH Supply Annual Cap, which was derived from the estimated figure by
straight-line multiplication from the actual transactions during the eight months ended 31
August 2026 of approximately HKD5,553.3 million with a buffer of 25%. The 25% buffer
takes into account: (i) upward commodity price trends during the eight months ended 31
August 2026; (ii) the fact that the average selling price of laminates and related upstream
materials in September 2026 was higher than the average selling price for the eight months
ended 31 August 2026; and (iii) the commissioning of 600,000 square feet per month of
additional PCBs production capacity by the KBH Group in Vietnam in the fourth quarter
of FY2026.

Having reviewed the underlying factors, we consider the inclusion of a 25% buffer
in determining the Proposed Revised KBH Supply Annual Cap for FY2026 is justified
based on:

(i) copper prices exhibited significant volatility, surging by approximately 11.5%
between January 2026 and August 2026. Management anticipates that the
selling prices of laminates and related upstream materials will maintain an
upward trend as expanding demand from electric vehicle fleets, renewable
energy grid upgrades, and power-hungry AI data center builds continues to
absorb virtually all incremental market supply;

(ii) the average selling prices of laminates and related upstream materials in
September 2026 outpaced the average for the eight months ended 31 August
2026. This upward trend confirms that a standard straight-line annualization
based solely on the first eight months’ actual transactions would understate
second-half financial performance; and

(iii) the scheduled commissioning of 600,000 square feet per month of new PCBs
production capacity by KBH Group in Vietnam during the fourth quarter of
FY2026 will directly amplify downstream purchase volume for the Group’s
products.

Therefore, we are of the view that a 25% buffer is a prudent provision that caters to
both price volatility and volume growth, ensuring the Group can maintain production
without exceeding its annual caps for the remainder of FY2026 and we consider such
estimation to be fair and reasonable.

Assessment of the Proposed Annual Caps for FY2027 and FY2028

Regarding the anticipated demand of the laminates and related upstream materials
by the KBH Group for the next two years, we have reviewed the latest annual report of
KBH Group and the expansion plan on the production capacity of PCBs of KBH Group
provided by the Group. In order to facilitate the manufacturing and sale of PCBs of the
KBH Group, the KBH Group requires laminates and related upstream materials for its
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production. The production volume of PCBs will affect the quantity of laminates and
related upstream materials to be sold by the Group to KBH Group under the New Supply
Framework Agreement thus is relevant to justify the fairness and reasonableness of the
proposed annual caps for the two years ending 31 December 2028. According to the latest
annual report of KBH Group, KBH Group has been actively developing
higher-layer-count and advanced high-density interconnect (“HDI”) PCBs to meet global
demand driven by ongoing digital and smart transformation. Therefore, the KBH Group is
significantly scaling its advanced multi-layered PCBs production capacity through three
major expansion projects. In Vietnam, Phase I of the Gia Binh facility will be put into
production in the fourth quarter of FY2026 with new capacity of 600,000 square feet per
month and will eventually reach 1.1 million square feet at full buildout. In Ayutthaya,
Thailand, Phase I will contribute another 600,000 square feet per month in FY2027 toward
a full capacity of 1.2 million. Finally, an expansion in Kaiping City, Guangdong, will be
completed by the end of FY2027, adding 300,000 square feet per month of specialized
multilayer and HDI PCBs for AI and advanced electronics. Phase I of these three sites will
deliver 1.5 million square feet of immediate new monthly capacity by the end of FY2027.
With the new capacity, it is expected that the annual production capacity for PCBs of KBH
Group will be increased by around 7.5%.

Amid accelerating digitalisation and the growing adoption of smart technologies,
domestic demand for high-end PCBs in China has been continuing to experience strong
structural growth, particularly for advanced HDI and flexible PCBs. According to the data
released from the Ministry of Industry and Information Technology for the first half of
FY2026, the output of integrated circuits in China serving as a direct proxy for carrier
board and PCB usage expanded by approximately 23.1% year-on-year to 279.8 billion
units. Looking ahead through FY2027, PCBs demand will be further amplified by the
rapid rollout of 6G-Advanced networks and smart automotive applications.
Next-generation electric vehicles need centralized controllers, efficient power modules,
and advanced driver-assistance systems (“ADAS”), while 6G networks depend on fast,
high-frequency circuits. Together, these high-tech needs will drive steady, large-scale
domestic demand for advanced HDI and multilayer PCBs across China. KBH Group is
actively developing new manufacturing technologies for 6G wireless communications, AI
servers, low-earth orbit (“LEO”) satellites, 4D imaging mmWave radar, automotive
high-end common control unit components, new energy vehicle high voltage fast chargers
and intelligent robots to diversify a higher-value-added product portfolio. This will
progressively expand its capacities for advanced multi-layered PCBs and thus the demand
of goods from the Group is expected to be stable in growth.

We understand from the management that the Proposed KBH Supply Annual Caps
is estimated by the management of the Company with an expected annual growth of
approximately 20% which reflects: (i) projected volume growth of approximately 7.5% to
10%; (ii) anticipated commodity price increases of approximately 8% to 10%; and (iii)
general cost inflation of approximately 2% to 3%.

With regard to the Company’s estimation on the increase in commodity price, as
advised by the management of the Group, the anticipated increase of approximately 8% to
10% in projecting the market prices of copper is primarily due to the fact that the copper
prices hit new multi-year highs in FY2026 as a result of increased industrial demand and
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structural shortages in global mining markets and such conditions are considered to
sustain in the coming years. Based on the research report issued by Citigroup in mid-2026
(https://www.citigroup.com/global/insights), we noted that Citigroup forecasted the
copper products to hit USD14,500 per tonne in 2026 and USD15,000 per tonne within the
next year. This upward pricing momentum is primarily driven by a constrained global
supply outlook. The on-going operational disruptions at key tier-one sites, such as the
Grasberg mine in Indonesia and the Kamoa-Kakula complex in the Democratic Republic
of the Congo, it is expected that both of which are unlikely to reach full operating capacity
until FY2028. While supply tightens, demand is accelerating from multiple long-term
growth sectors. Copper is a critical material for electricity grids, electric vehicles,
renewable energy systems, and now has become a vital material for expanding artificial
intelligence infrastructure. Ultimately, this weak supply growth and robust demand from
the global energy transition and AI development continue to drive market deficits and
cost pressures across the supply chain.

According to the production plan of KBH group as discussed above, it is anticipated
that the demand for laminates and related upstream materials from KBH Group would be
driven by the increase in the production capacity of PCBs in the next two years. Starting
from FY2027, the production capacity of PCBs will be expanded with an additional of 1.5
million square feet per year, representing an annual growth of approximately 7.5%.
Furthermore, the demand of advanced multi-layered PCBs from telecommunications and
automobiles sector continuously increased, it is expected that the production capacity of
PCBs of KBH Group will keep expanding in order to cope with increasing market demand
of advanced multi-layered PCBs. With the new capacity in China and Thailand, it is
expected that the annual production capacity for laminates of the Group will be increased
by around 10%. The proposed 20% annual growth rate reflects: (i) projected volume
growth of approximately 7.5% to 10%, aligning with KBH Group’s PCBs capacity
expansion and the Group’s laminates capacity expansion; (ii) anticipated commodity
price increases of approximately 8% to 10%, backed by structural copper deficits and
forecasts cutting global mine supply by 350,000 tonnes that drive market prices upward;
and (iii) general cost inflation of approximately 2% to 3%. In our view, the proposed 20%
annual growth rate is consistent with the Company’s projections. When compared to the
CAGR of historical sales for the last three years of 16.44% and the recent 23.1%
year-on-year growth in output of integrated circuits in China, the proposed annual
growth rate of 20% is considered a fair, reasonable, and prudent estimation that provides
necessary operational flexibility without requiring further cap revisions.

In reviewing the proposed annual caps under the New Supply Framework
Agreement, we have: (i) reviewed the internal calculation worksheets used in determining
the respective proposed annual caps, which were prepared by the Group based on, among
other things, (a) the actual historical sales amounts of laminates and related upstream
materials and the historical utilization rates of the existing annual caps; (b) the estimated
annualised sales amounts for the current financial year incorporating a buffer for
potential product price increases; and (c) the anticipated demand from the KBH Group
driven by its PCBs production capacity expansions across its facilities in Vietnam,
Thailand, and Guangdong; (ii) examined internal sales monitoring records, sample
invoices to the KBH Group, benchmark transactions with independent third-party
customers, to confirm that sales procedures are conducted on normal commercial terms
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and adhere strictly to pricing policies; and (iii) performed independent research on
downstream market demand and key raw material cost drivers, including global copper
spot price trends and national output data for integrated circuits, which demonstrate
strong structural demand across high-end PCBs, AI server infrastructure, 5G-Advanced
networks, and smart automotive electronics to support the underlying annual growth
projections.

Having considered the factors and circumstances as stated above, we concur with
the Directors that the Proposed KBH Supply Annual Caps under the New Supply
Framework Agreement is fair, reasonable and justifiable, on normal commercial terms or
better, in ordinary and usual course of business and in the interest of the Company and its
Shareholders as a whole.

V. Reporting requirements and conditions of the Continuing Connected
Transactions

Pursuant to Rules 14A.55 to 14A.59 of the Listing Rules, the Continuing Connected
Transactions are subject to the following annual review requirements:

(a) each year, the independent non-executive Directors must review the
Continuing Connected Transactions and confirm in the annual report of the
Company that the Continuing Connected Transactions have been entered into:

(i) in the ordinary and usual course of business of the Group;

(ii) on normal commercial terms or better; and

(iii) in accordance with the New Materials Purchase Framework Agreement
and New Supply Framework Agreement governing them on terms that
are fair and reasonable and in the interests of the Company and the
Shareholders as a whole;

(b) each year, the auditors of the Company must provide a letter to the Board
confirming whether anything has come to their attention that causes them to
believe that the Continuing Connected Transactions:

(i) have not been approved by the Board;

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

(iii) were not entered into, in all material respects, in accordance with the
New Materials Purchase Framework Agreement or New Supply
Framework Agreement; and

(iv) have exceeded any of the Proposed Revised Annual Caps and the
Proposed Annual Caps;
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(c) the Company must allow, and ensure that the relevant counterparties to the
Continuing Connected Transactions allow, the Company’s auditors sufficient
access to their records for the purpose of the reporting on the Continuing
Connected Transactions as set out in paragraph (b); and

(d) the Company must promptly notify the Stock Exchange and publish an
announcement if the independent non-executive Directors and/or auditors of
the Company cannot confirm the matters as required.

The Company confirms that they will strictly comply with the aforementioned
annual review requirements under Rules 14A.55 to 14A.59 of the Listing Rules in respect
of the Continuing Connected Transactions under the New Materials Purchase Framework
Agreement and New Supply Framework Agreement. In light of the reporting
requirements attached to the Continuing Connected Transactions, in particular, (i) the
restriction of the value of the purchase and sale transactions by way of the Proposed
Revised Annual Caps and the Proposed Annual Caps; and (ii) the ongoing review by the
independent non-executive Directors and the auditors of the Company of the terms of the
Continuing Connected Transactions, the Proposed Revised Annual Caps and the Proposed
Annual Caps not being exceeded, we are of the view that appropriate measures have been
in place to monitor the conduct of the Continuing Connected Transactions and assist in
safeguarding the interests of the Independent Shareholders.

VI. OUR RECOMMENDATION

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

1. the entering into of the New Materials Purchase Framework Agreement and
New Supply Framework Agreement are conducted in the ordinary and usual
course of business of the Group;

2. the purpose of entering into the New Agreements is for revise and renewal of
the Existing Annual Caps such that other terms and conditions of the Existing
Agreements remain unchanged;

3. the size of the Proposed Revised Annual Caps and Proposed Annual Caps are
determined by the Directors under a prudent approach and are fair and
reasonable; and

4. the Group has been continuously doing business with KBH Group since 2006
and considers the KBH Group as a reliable business cooperation partner, in
which a prudent internal control and monitoring of all the transactions have
been evidenced;
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we conclude that the terms of the New Agreements and the size of corresponding
Proposed Revised Annual Caps and Proposed Annual Caps are on normal commercial
terms, in the ordinary and usual course of business, fair and reasonable and in the interest
of the Company and the Independent Shareholders as a whole. Accordingly, we
recommend the Independent Board Committee to advise the Independent Shareholders to
vote in favour of the ordinary resolution to be proposed at the EGM to approve the New
Agreements and the corresponding Proposed Revised Annual Caps and Proposed Annual
Caps.

Yours faithfully,
For and on behalf of

Karl Thomson Financial Advisory Limited

Cherrie Wong
Responsible Officer

Ms. Cherrie Wong is a licensed person registered with the Securities and Futures

Commission of Hong Kong and a responsible officer of Karl Thomson Financial Advisory Limited

to carry out type 6 (advising on corporate finance) regulatory activity under the SFO and has over

10 years of experience in the corporate finance industry.
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