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Company No. 644800-X

2. INFORMATION SUMMARY

This following summary is only a sununary of the salient information about the ATS Group and
that investors shall read and understand the whole Prospectus prior to deciding whether to
invest.

21 History, Principal Activities and Group Structure

ATS was incorporated in Malaysia on § March 2004 under the Act as a public limited
company under the name of AT Systematization Berhad. The principal activity of the
Company is investment holding whilst the principal activities of its subsidiaries are as follows:

Name Principal activities
Subsidiaries of ATS
ATE Engaged in the designing and manufacturing of industrial automation

systems and machinery.

MTE Engaged in the fabrication of industrial and engineering parts.

ATES Dormant

ATP Dormant

Subsidiary of ATE

ATC Engaged in the designing and manufacturing of industrial automation

systems and machipery.
ATS Group is primarily a designer and manufacturer of Industrial Automation Systems and
Machinery with supporting activities including fabrication of parts and equipment and

provision of industrial automation support services.

The corporate structure of the ATS Group is as follows:-

ATS
100% 100% 100% 100%
ATE MTE ATP * ATES *
100%
ATC

* ATP and ATES are presently dormant. ATP and ATES will be wsed to cater for new products and fiitire business
expansion. The pioneer status of ATP and ATES has been gramted on 6 April 2004 and 26 June 2004
respectively, and this is expected to provide significant tax advaniage 1o ATS Group. ATES hay submitied an
application for a manufacturing license on 9 Janwary 2004 and is currently pending approval.

Further information on the ATS Group 1s disclosed under Sections 6 and 8 of this Prospectus.
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2.

INFORMATION SUMMARY

2.3
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2.5

Products and Services

ATS Group is primarily a designer and manufacturer of industrial automation systems and
machinery with supporting activities including fabrication of parts and equipment, and
provision of industrial automation support services.

Further information on the Group's products and services is disclosed under Section 8.2 of this
Prospectus.

Marketing and Distribution

In order to promote its products and services to potential customers locally and overseas, ATS
Group participates in exhibitions and conventions both locatly and overseas. The Group has
participated in the Electronic China 2003 fair in Shanghai, China and SMIDEC, Malaysia fair.
In addition, ATS Group has aiso undertaken joint-participation with customers in various
exhibitions and conventions. The marketing strategy of ATS Group is to deploy its own sales
and marketing team to focus on business developmeni with both existing and potential
custorners.

ATS Group's distribution channel strategy is primarily based on direct distribution, which is
also applicable for export markets. This has enabled ATS Group to gain a strong footing on
both local and export market.

Further information on the Group's sales and distribution channels is disclosed under Section
8.12 of this Prospectus.

Technology and Intellectual Preperty

ATS Group uiilises numerous technologies for development of Industrial Automation System
and Machinery to achieve quality products and cost efficiency. The various technologies or
systems applied include the following:

{i) Yision Systems

Vision technology that enables machinery to act or react based on a set of rules that are
dependent on differences in locations, colours, shapes and markings, and presence or
absence of cbjects.

(ity  Robotics
Robotics is a mechanism that can move automatically. Commonly it is a mechanical

device for performing a task, which might otherwise be done by a human, for example
spraying paint on cars.

(iiiy  Mulii-Discipline Engineering

Developing Industrial Automation Systems and Machinery relies primarily on
technologies from the following engineering disciplines: mechanical, electronics,
mechatronics {combination of mechanical and electronic), electrical, software and
ergonomics.

(iv) Computing Technology

The Industrial Automation Systems and Machinery today are controlled by software.
Computing technology provides the man-machine interface where all the desired action
steps, conditions and rules are coded and commonly sits in a server or computer
dedicated to the FASM.
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INFORMATION SUMMARY

{v}  Clean Room Technologies

Clean room is a work area where the air quality in terms of airborne particles,
temperature and humidity are highly regulated in order to protect sensitive equipment
from contamination. Clean rooms are particularly important for the semi-conductor
industries, for example in the production of silicon chips and hard disk drives.

{vi) Servo Motor Technologies

A Servo is a small device that has an cutput shaft that can be positioned to specific
angular positions by sending a coded signal. As Jong as the coded signal exists on the
input line, the servo will maintain the angular position of the shaft. As the coded signal
changes, the angular position of the shaft changes.

Further information on the Group's technology and intellectual property is disclosed under
Section 8.5 of this Prospectus.

2.6 Research and Development / Quality Control

ATS Group’s R&D activities are focused on developing specific products and systems, as well
as supporting sub-systems, products and processes. New products created through R&D would
provide ATS Group with the basis for continuing business growth and success. All products
sold by ATS Group are a result of its own research and development. As such, there is no need
to pay royalties or franchise fees to any principals.

Further information on the Group's research and development/ quality control procedures is
disclosed under Section 8.4 of this Prospectus.

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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2. INFORMATION SUMMARY

2.7 Proforma Historical Financial Record

The financial highlights of the Group for the past five (5) financial years ended 29 February
2004 and nine (9) month period ended 30 November 2004, reproduced from the Accountants’
Report and based on the assumption that the Acquisitions had been in existence throughout the
periods under review, are set out below:

FYE 29 FYE 28 FYE 29 9 months period
February February February ended 30
2000 2001 2002 2003 2004 November 2004
RM’ 000 RM*000 RM™00{0 RMO000 RM*000 RM 000

Revenue 14,988 18.826 11,400 16,618 18,804 22,204
Profit hefore interest,

depreciation and

taxation 1.568 2,215 1,064 3,201 4,460 5,742
Less:
Depreciation {627) {662) (688) (712} (726) (633
Interest (183) {319} (274) (263} (201} {144)
Profit before taxaltion 758 1,234 102 2,226 3,533 4945
Taxation {324) (249) (186} (723) (586) {1.447)
Profit/{Loss) after

taxation 434 085 (54) 1,503 2,047 3.498
No. of Shares
assumed ip issne to
form the Group'
{'000) 114,394 114,394 114,364 114,394 114,394 114,394
Eamingsf’([_uss) per

sharc™ {scn)
Gross 0.66 1.08 0.0% 1.95 3.09 433
Net 0.38 0.86 {0.07) 1.31 2.58 3.06

Nores:-

1. The number of ATS Shares assumed in issue to formt the Group represents the number of ATS Shares before
the Novation of Debr and the Publiv Issue.

2. The gross and net EPSALPS) have been calculated by dividing the PBT and PATALAT) respectively for the
[financial years/ period by the number of Shaves assumed in issue to form the Group.

The proforma consolidated income statement above is presented for illustrative purposes only
and should be read in conjunction with the accompanying notes and assumptions included in
the Accountants’ Report as set out in Section 13 of this Prospectus.

There were no extraordinary or cxceptional items and ne audit qualifications for all the
financial years / period under review.

Further information on the Group's financial performance throughout the years / period under
review is disclosed under Section 5 of this Prospectus.

[ THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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2.8 Proforma Consolidated Balance Sheets

The table below sets out the proforma consclidated balance sheets of ATS as at 30 November
2004 which are to be read in conjunction with the accompanying notes as set out in proforma
consolidated balance sheets in Section L4 of this Prospectus, and are provided for illustrative
purposes, based on the audited accounts of ATS and its subsidiary companies and the listing
scheme as stated in Section 6.3 of this Prospectus:

Audited as at

30 November Proforma Proforma Proforma
2004 I II HI
RM’000 RM*000 RM’000 RM’000
Assets employed
Property, plant and equipment - 8,835 8.835 11,835
Current assets
Inventories - 2,592 2,592 2,592
Trade and other receivables - 15,266 15,266 15,266
Cash and bank balances * 120 120 12,120
- 17,978 17,978 29,978
Current liabilities
Trade and other payables 5 7,338 6,329 6,329
Hire purchase payables - 209 209 209
Bank borrowings - 1,237 1,237 1,237
Income tax payable - £,066 1,066 1,066
5 9,850 8,841 8,841
Net current assets/(liabilities) {3 8,128 9,137 21,137
(5) 16,963 17,972 32,972
Financed by:
Share capital * 11,439 11,745 16,745
Share premium - - 703 10,703
Retained profits/ {Accumulated loss) (5) 3,525 3,525 3,525
(3) 14,904 15973 30,973
Long term liabilities
Hire purchase payables - 149 149 149
Term loan - 918 918 918
Deferred taxation - 932 932 932
(5} 16,963 17,972 32,972
No of Shares {7000) * 114,394 117,451 167,451
NTA per share (sen) N/A 13.08 13.60 18.50

* Issued and fully paid-up share capital of RM2 ar 20 ordinary shares of RM0.10 each.

A. The proforma consclidated balance sheets have been prepared for illustrative purposes
only, and are based on the proforma financial statements of ATS and the audited financial
statements of its subsidiaries as at 30 November 2004, and the bases and accounting
policies consistent with those normally adoepted in the preparation of the audited financial
statements.

10
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B. The proforma consolidated balance sheets incorporate, on a proforma basis, the following
transactions as though they have been effected on 30 November 2004:-

Proforma I

Proforma I incorporates the acquisitions of the fellowing companies:-

(1)

(i)

(iti)

(iv)

Acquisition of ATE

Acquisition by ATS of the entire issued and paid-up capital of ATE comprising 1,000,000
ordinary shares of RM1.00 each in ATE for a purchase consideration of RM10,807,050
based on the audited consolidated net tangible assets of ATE as at 29 February 2004, fully
satisfied by the issuance of 108,070,500 new ATS Shares at par. The Acquisition of ATE was
compieted on 20 December 2004.

Acquisition of MTE

Acquisition by ATS of the entire issued and paid-up capital of MTE of 700,000 ordinary shares
of RM1.0C each in MTE for a purchase consideration of RM1,290,535 based on the audited
net tangible agsets of MTE as at 29 February 2004 partly satistied by the issuance of 6,323,620
new ATS Shares at par and the remaining RM6358,173 in cash. The Acqguisition of MTE was
completed on 20 December 2004.

Acquisition of ATES

Acquisition by ATS of the entire issued and paid-up capital of ATES comprising 2 ordinary
shares of RM1.00 each in ATES for a purchase consideration of RM2.00 fully satisfied by the
issuance of 20 new ATS Shares at par. The Acquisition of ATES was completed on 20
December 2004.

Acquisition of ATP
Acquisition of the entire issued and paid-up capital of ATP comprising 2 ordinary shares of

RM .00 each in ATP for a purchase consideration of RM2.00 fully satisfied by the issuance of
20 new ATS Shares at par. The Acquisition of ATP was completed on 20 December 2004.

Proforma 11

Proforma II incorporates the effects of Proforma I and Novation of Debts as follows:-

The Novation involves the novation to ATS of the amounts owing to the shareholders of ATE and MTE
amounting to RM1,008,673 (“Debts”). ATS had settled the Debts via issuance of 3,056,585 new ATS
Shares on the basis of approximately 3.03 new ATS Shares for every RM1.00 owed.

The Novation of Debts was completed on 21 December 2004,

Proforma 111

Proforma I1I incorporates the effects of Proforma I and Proforma II and the following:-

(i)
(it)

Public Issue; and

The estimated listing expenses of RM 1,500,000 will be set-off against the share premium
account.

11
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2.10

Risk Factors

Prospective investors, prior to making an investment in the Company, should carefully
consider the risk factors inherent in and affecting the business of the Group and this Public
Issue. In addition, the discussion in this Prospectus contains forward-looking statements that
involve risks and uncertainties. The ATS Group’s actual results could differ materially from
those discussed herein. Factors that could cause or contribute to such differences include, but
are not limited to those discussed in the "Risk Factors” section, but aiso include all the other
factors discussed throughout this Prospectus.

The major risk factors facing the Group include:

. no prior market for ATS Shares and possible volatility of share price;
. operational risk;

. competition;

. technological change and process development;

product risk;

dependence on directors and key personnel;

dependence on the semiconducter and electronics industries;
dependence on major relationships;

protection of inteflectual property rights;

. failure in or delay of the Listing exercise;

. acquisitions and joint ventures;

. future capital requirements;

. ownership and control by the substantial shareholders;
- foreign exchange risk;

. litigation risk;

- regulatory risk;

. new geographical markets;

. risk of Severe Acute Respiratory Syndrome;

. underwriting;

. capital market risk;

. adequacy of insurance coverage on the Group's assets;
. risk of rapid or ever-expansion of the Group's businesses;
. general economic, political and social considerations;
. disclosure regarding forward-looking statements;

» impact of AFTA;

. financial risk;

. lack of engineering supporting and ancillary activities;
. availability of skilled manpower; and

. restrictive covenants under credit facility agreements.

Investors are advised to carefully consider the above risk factors, which may not be
exhaustive, together with other information contained in this Prospectus before subscribing to
any of the Public Issue Shares, which are the subject of this Prospectus.

Further information on the Group's risk factors is disclosed under Section 4 of this Prospectus.

Prospects and Outlook
The prospects for the specialised industrial machinery and equipment industry in Malaysia
remain favourable. The industry is forecasted to grow at approximately 5% to 8% per annum

for the next five (5) years. The growth is expected to be supported by the following factors:

(1) Strong export market, which increased at an average annual rate of 12.7% between
1999 and 2003;

12
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(i)  Domestic demand as manufacturing sector continues to shift from labour-intensive
processes to high technology applications, which require more advanced or customised

manufacturing process automation; and

(i) Import replacement, with high imports amounting to RM25.1 billien in 2003, local
operators (such as ATS) have ample opportunities to replace imports, by leveraging on

local support, prompt delivery and cost effectiveness.

{Source: Assessment of the Machinery and Equipment Industry prepared by Vital Factor Consuiting

Sdn Bhd, dated 12 April 2004)

Further information on the Group's prospects and outlook is disclosed under Sections 7 and 10

of this Prospectus.

2.11 Principal Statistics Relating to the Public Issue

The following statistics relating to the Public Issue are derived from the full text of this

Prospectus and should be read in conjunction with the whole text.

2.11.1 Share Capital

Authorised share capital:
250,000,000 ordinary shares of RMO0.10 each

Issued and fully paid-up share capital:
117,450,765 ordinary shares of RMO0.10 each

To be issued pursuant to the Public Issue:
50,000,000 ordinary shares of RMO.10 each

Enlarged share capital
167,450,765 ordinary shares of RM0.10 each

Public Issue Price

Mariket capitalisation based on Issue Price

Proforma NTA based on the proforma consolidated balance sheet
as af 30 November 2004:-

Proforma NTA upon Listing (RM"000}
Proforma NTA per share upon Listing (Sen)

2,11.2 Class of Shares

There is only one class of shares in the Company, namely ordinary shares of RM0.10
each, all of which rank pari passu with one another. The Public Issue Shares will rank
pari passu in all respects with the other existing issued and paid-up ordinary shares of
the Company including voting rights and rights to all dividends and distributions that

RM

25,000,000

11,745,077

5,000,000

16,745,077

RM0Q.33

55,258,752

30,973
18.5

may be declared, paid or made subsequent to the date of this Prospectus.

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK

13



Company No. 644800-X

2.

INFORMATION SUMMARY

2.12

2.13

2.14

2.15

Utilisation of Proceeds from the Public Issue

Based on the Public Issue price of RM0.33, gross proceeds of the Public Issue of RM16.5
million are expected to accrue to the Company. This amount is expected to be utilised in the
following manner:-

Amount
Details of utilization RM’000
Business Development and Expansion 3,000
Purchase of New Equipment and Computer Hardware and Software 3,000
Research & Development 2,500
Working Capital 6,500
Estimated listing expenses 1,500
TOTAL 16,500

Further information on the Public Issue proceeds is disclosed under Section 3.10 of this
Prospectus.

Material Litigations

Save as disclosed in Section 16.8 of this Prospectus, as at 31 December 2004, being the latest
practicable date prior to the issuance of the Prospectus, neither ATS nor any of its subsidiary
company is engaged in any material litigation or arbitration either as plaintiff or defendant that
has a material effect on the financial position of the Group, and the Directors of the Company
and its subsidiary companies have no knowledge of any proceeding pending or threatened
against the Company and its subsidiary companies or of any fact likely to give rise to any
proceeding that may materially affect the position and business of the Company and/or its
subsidiary companies,

Further information on material litigations is disclosed under Section 16.8 of this Prospectus.

Material Capital Commitments

As at 30 November 2004, being the date up to which the audited financial statements were
made, there are no material commitments for capital expenditure incurred or known to be
incurred by ATS or its subsidiary companies that may have a substantial impact on the
financial position of the Group.

Further information on material capital commitments is disclosed under Section 16.9 of this
Prospectus.

Contingent Liabilities
As at 30 November 2004, being the date up to which the audited financial statements were
made, the Directors of ATS are not aware of any contingent liability, which upon becoming

enforceable, may have 4 material impact on the Group.

Further information on contingent labilities is disclosed under Section 16.10 of this
Prospectus.

14
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3.

INTRODUCTION AND DETAILS OF THE PUBLIC ISSUE

3.1

Introduction
This Prospectus is dated 27 Jaruary 2005.

Approval has been obtained from the SC on 22 November 2004 for the Public Tssue and from
Bursa Securities on 24 November 2004 for admission to the Official List of the MESDAQ
Market, and for listing of and quotation of the entire issued and paid-up share capital of ATS
including the Public Issue Shares which are the subject of this Prospectus.

These Shares will be admitted to the Official List of the MESDAQ Market and official
quotation will commence after receipt of confirmation from Bursa Depository that all the CDS
accounts of successful applicants have been duly credited and notices of allotment have been
despatched to all successful applicants. The SC and Bursa Securities assume no responsibility
for the correctness of any statement made or opinion or report expressed in this Prospectus.
Admission to the MESDAQ Market is not to be taken as an indication of the merits of the
Company and its subsidiary company or of its Shares.

Under Bursa Securities’ trading rules, effective from the date of Listing, trading in all Bursa
Securities listed securities can only be executed through an ADA who is alsoc a Bursa
Securities member.

A copy of this Prospectus has been registered with the SC, A copy of this prospectus, together
with the form of application, has also been lodged with the Registrar of Companies who takes
no responsibility for its contents.

Pursuant to Section 14(1) of the Securities Industry (Central Depositories) Act, 1991, Bursa
Securities has prescribed the Shares of the Company as a prescribed security. [n consequence
thereof, Public Issue Shares offered through this Prospectus will be deposited directly with
Bursa Depository and any dealing in these Shares will be carried cut in accordance with the
aforesaid Act and the Rules of Bursa Depository.

Pursuant to the MMLR, at least 25% but not more than 49% of the total number of shares of
the Company for which listing is sought must be held by a minimum number of 200 public
shareholders holding not less than 100 shares each, at the time of the Listing. However, in the
event that the above requirement is not met pursuant to the Public Issue, the Company may not
be allowed to proceed with the Listing. In the event thereof, monies paid in respect of ail
applications will be returned without interest.

Only an applicant who has a CDS Account can make an application by way of an Application
Form. In the case of an application by way of Application Form, an applicant should state
histher CDS account number in the space provided in the Application Form only if he/she
presently has such an account and he/she shall be deemed to have authorized Bursa Depository
to disclose information pertaining to the CDS Account to the MIH/the Company for the
purpose of crediting the Issue Shares allotted to him/her to his/her CDS Account. Where an
applicant does not presently have a CDS account, hefshe should open a CDS account at an
ADA prior to making an application for the Public Issue Shares. In the case of an application
by way of Electronic Share Application, only an applicant who is an individual and has g CDS
Account can make an Electronic Share Application and the applicant shall furnish his/fher CDS
Account number to the Participating Financial Institution by way of keying in his/her CDS
Account number if the instruction on the ATM screen at which he/she enters histher Electronic
Share Application requires him to do so. A corporation or institution cannot apply for the Issue
Shares by way of Electronic Share Application.

No person 15 authorised to give any information or to make any representation not contained
herein in connection with the Public Issue and if given or made, such information or
representation must not be relied vpon as having been authorised by ATS. Neither the delivery
of this Prospectus or any offer made in connection with this Prospectus shall under any
circumstance constitute a representation or ¢reate any implication that there has been no
change in the affairs of the Company since the date hereof.
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3.2

The distribution of this Prospectus and the sale of the Public Issue Shares in certain other
jurisdictions may be restricted by law. Persons who may come into possession of this Prospectus
are required to inform themselves of and to observe such restrictions. This Prospectus does not
constitute and may not be used for the purpose of an invitation to subscribe for the Public Issue in
any jurisdiction in which such invitation is not authorised or lawtul, or to any persen to whom it is
unlawful to make such an invitation.

Acceptance of applications will be conditional upon permission being granted to deal in, and
quotation for all the Issue Shares. Monies paid in respect of any application accepted will be

returned if the said permission is not granted.

If you are unsure of any information contained in this Prospectus, you should consult your
stockbroker, bank manager, sclicitor, accountant or other professional adviser.

Indicative Timetable

Event

Date of Prospectus ............. e e et e e e e 24 JATIUATY 2005
Opening of the App]l(,d.tmn for thc Issuc Shares ............................................. 27 January 2005
Closing of the Application for the Issue Shares .. eeeeeesen e e e en e 1 February 2005
Tentative Balloting of Applications for the Issue Shares cecvereerenneeeeo. 14 February 2003
Tentative Allotment of the Issue Shares... cereteenrenetene e e e e onn. | 8 Febroary 2005
Tentative LISUILE ..o i e e e 23 February 2003

This timetable is tentative and is subject to changes which may be necessary to facilitate
implementation procedures. The Public Issue will close at the date stated above or such later
date as the Drrectors and the underwriter may agree.

In the event the closing date of the application is extended, the notice of the extension will be
advertised in widely circulated English and Bahasa Malaysia newspapers prior to the original
closing date of the application. Following this, the dates for the balloting of application for the
Issue Shares, allotment of the Issue Shares and Listing would be extended accordingly.

Purpose of the Public Issue
The purpose of the Public Issue is as follows:-

(i) to obtain the listing of and quotation for the entire enlarged issued and paid-up share
capital of ATS on the MESDAQ Market, which is expected to enhance the business
profile and future prospects of the Group;

(i1} to raise funds for the Group’s working capital and business expansion, details of
which are disclosed under Section 2.12 of this Prospectus;

(111} to provide an opportunity for Malaysian investors and institutions, business
associates, eligible employees and Directors and persons who have contributed to the
success of the Group and the public to participate in the continuing growth of the
Group; and

(iv) to enable the Group to have access to the capital market for its continued growth and
future expansion.
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Particulars of the Public Issue

RM
Authorised share capital
250,000,000 ordinary shares of RMO.10 each 25,000,000
Issued and fully paid-up share capital:
117,450,765 ordinary shares of RM0.10 each 11,745,677
To be issued pursuant to the Public Issue:
50,000,000 ordinary shares of RMO0.10 each 5,000,000
Enlarged share capital
167,450,765 ordinary shares of RMO.10 each 16,745,077

There is only one (1) class of shares in the Company, namely ordinary shares of RMO0.10G each
all of which rank pari passu with one another. The Public Issue Shares shall rank pari passu in
all respects with the other existing issued and paid-up ordinary shares of the Company,
including voting rights and rights to all dividends and distributions that may be declared, paid
or made subsequent to the date of allotment thereof.

Subject to any special right attaching to any share that may be issued by the Company in the
future, the holders of ordinary shares in the Company shall, in proportion to the amount paid-
up on the ordinary shares held by them, be entitled to share in the whole of the profits paid out
by the Company as dividends. distributions and the whole of any surplus in the event of
liquidation of the Company in accordance with its Articles of Association.

Each ordinary shareholder shall be entitled to vote at any general meeting of the Company in
person or by proxy or by attorney, and, on a show of hands, every person present who is a
shareholder or representative or proxy or attorney of a shareholder shall have one {1) vote, and
on a poll, every sharcholder present in person or by proxy or by attorney or other duly
authorised representative shall have one (1) vote for each ordinary share held.

The Public Issue of a total of 50,000,000 Shares at an Issue Price of RM0.33 per Share shall
be subject to the terms and conditions of this Prospectus and, upon acceptance, will be
allocated in the following manner :-

(i) 5,000,000 Public Issue Shares will be made available for application by the public;

{i1) 35,000,000 Public Issue Shares will be made available for private placement to
identified institutions/investors;

(i) 13,000,000 Public lssue Shares will be made available for application by eligible
employees, directors and persons whe have contributed to the success of the ATS
Group.

The Public Issue Shares in respect of item (i} have been fully underwritien by the Underwriter
listed in Section 1. Any Issue Shares in respect of item (iii) abave which are not subscribed for
by the eligible employees, directors and persons who have contributed to the success of ATS
Group will be made availabie for application by the Malaysian public and institutional
investors, and will also be underwritten. The Public Issue Shares in respect of item (i) are not
underwritten.

The basis of allocation shall take into account the desirability of distributing the Public Issue
Shares to a reasonable number of applicants with a view to broadening the shareholding base
of the Company to meet the public spread requirements of the Bursa Securities and to establish
a liquid market in ATS Shares. To ensure compliance with Clause 2.9 of the MESDAQ Listing
Requirements, the final allocation to any single applicant shall not exceed 5% of the enlarged
share capital of the Company upon listing, regardless of the number of ATS Shares applied
for. Applicants will be selected in a manner 1o be determined by the directors of ATS.
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3.7

In the event of under-subscription by the public pursuant to the Public Issue, all the ATS
Shares not applied for will be made available for subscription by the Underwriter specitied in
the underwriting agreement dated 3 January 2003.

Criteria of Allocation of Shares to Eligible Directors and Employees

The Issue Shares in respect of paragraph (iii) of Section 3.4 above are allocated based on the
following criteria:

(a)  The Directors of ATS have been allocated with an aggregate of 3,800,000 Issue Shares
in the following manner: -

No. Name of Director Number of Shares
1. Beh Lai Lien 1,000,000
2. Lai Siaw Ling 1,000,000
3. Wong Pow Keong 1,000,000
4, Mohd. Daniel bin Mat Noh 400,000
5. Hui Kee Sum @ Hooi Kee Sum 400,000

(b}  The eligible employees of ATS and its subsidiaries have been allocated an aggregate of
3,909,000 Issue Shares. The basis of allocation of the Issue Shares reserved for 137
eligible employees of ATS and its subsidiaries as at 31 December 2004 have been based
on their position held in the Group, length of service and working performance with the
ATS Group; and

(¢)  The persons who have contributed to the success of ATS and its subsidiaries have been
allocated with an aggregate of 2,291,000 Issue Shares. The criteria of allocation of the
Issue Shares reserved for forty (40) individuals/ corporations have been based on their
contribution to ATS and its subsidiaries.

Pricing of the Public Issue Shares

Pricr to this Public Issue, there has been no public market for ATS Shares. The Issue Price of
RMO0.33 per ATS Share was agreed upon between the Company and the Underwriter. Among
the factors considered in determining the Issue Price, in addition to prevailing market
conditions, were the Group's technologies, estimates of business growth potential and revenue
prospects for the Group and an assessment of the Group’s management.

Placement, Brokerage and Underwriting Expenses

3,71  Brokerage

Brokerage is payable in respect of the Issue Shares at the rate of 1% of the Public
Issue Price in respect of successful applications which bear the stamp of participating
organisations of Bursa Securities, members of the Association of Banks in Malaysia,
members of the Association of Merchant Banks or Issuing House. No brokerage is
payable on the Public Issue Shares to be placed out by the Placement Agent.

3.7.2  Underwriting Commission and Placement Fee

An underwriting commission is payable by the Company in respect of the 5,000,000
Issue Shares to be offered to the Malaysian public at the rate of 2.0% of the Issue
Price of RM0.33 per Share. The same commission is payable by the Company in
respect of any 10,000,000 Public Issue Shares not subscribed for in Section 3.5,
which will then be oftfered to the public.
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A placement fee is payable by the Company in respect of the 35,000,000 Issue Shares
to be offered to identified institutions/investors at the rate of 1.5% of the Issue Price
of RMO0.33 per Share.

Salient Terms of the Underwriting Agreement

Pursuant to the Underwriting Agreement dated 3 January 2005 between ATS and OSK
{“Underwriting Agreement”), OSK agreed to underwrite in full the 5,000,000 Issue Shares to
be made available for application by the Malaysian Public and the portion of the 10,000,000
Issue Shares made available for application by 5 eligible Directors, 137 eligible employees of
ATS Group and 40 persons who have contributed to the success of the ATS Group which are
not taken up and are subsequently made available for application by the Malaysian public.

In the event of an overall under-subscription of the Public Issue, all Public Issue Shares not
applied for will be made available for subscription by the Underwriter based on the terms and
conditions of the Underwriting Agreement, There is no minimum level of subscription for the
Public [ssue.

The following salient terms are reproduced from the Underwriting Agreement and unless
otherwise stated, all capitalised terms shall bear the same meanings as prescribed in the
Underwriting Agreement.

“8 Conditions precedent

81 The obligations of the Underwriter to perform its obligations ro underwrite the
Underwritten Shares under this Agreement are conditional upon:

{i} there not having been on or prior to the Closing Date in the opinion of the
Underwriter (which opinion is final and binding), any adverse change or
any development reasonably likely to result in any adverse change in the
financial position, business operations or conditions (financial or
otherwise) of the Group, taken as a whole, which is material in the confext
of the Public Issue from thar set forth in the Prospectus nor the occurrence
of any event or discovery of any fact or circumstance rendering untrue or
incarrect to an extent which is material as aforesaid or any breach of any of
the representations, warranties comrained in Clause 5 as though they had
been given or made on such date with reference to the facts and
circumstances then subsisting, nor the occurrence of any breach of the
undertakings of the Company contained in Clause 5.

(i) the issuance of the Prospectus within six (6) weeks from the dare of this
Agreement, or such other later date as the Underwriter may extend and the
Company receiving the approval-in-principle of the Bursa Securities for the
Listing within six (6) weeks from the date of issue of the Prospectus (or such
longer period as may be specified by the relevant awthorities} and
complying with the conditions imposed by the Bursa Securities (if any);

(#ii) the Underwriter having been satisfied that arrangements have been made by
the Company to ensure payment of the Underwriting Commission and the
expenses referred to in Clause 22;

(iv) the Public Issue not being prohibited or impeded by any statute, order, rule,
regulation or directive promulgated or issued by any legislative, executive
or regulatory body or authority in Malaysia and ofl consents, approvals,
authorisations or other orders required by the Company under such laws
for or in connection with the Public Issue andfor the Listing have been
obtained and are in force on the Closing Date or the Underwriter being
reasonably satisfied that the same will be in force on the Closing Date;
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9.2

(v} the Underwriter having been satisfied that the Company has complied with
and that the Public Issue is in compliance with the policies, guidelines and
requirements of the Appropriate Authorities and all revisions, amendments
and/or supplements thereto;

{vi} the Public Issue and the Listing being approved by the shareholders of the
Company in an Extraordinary General Meeting;

(vii) the due registration and lodgement of the Prospectus with the Appropriate
Authorities rogether with coples of all required documents in accordance
with the SCA, Act and the relevant laws and regulations before the issuance
of the same for purposes of the Public Issue;

{viif)  the Composite Index of the Bursa Securities is at no less than 700 points;
and

fix) all approvals of the Appropriate Authorities remain in full force and effect
on the Closing Date or the Underwriter being reasonably satisfied that the
same will be in force on the Closing Dare and the Underwriter being
reasonably satisfied that all conditions of the same (to the extent that can be
complied with prior to the Closing Date) have been complied with.

If any of the foregoing conditions is not satisfied or complied with 1o the satisfaction
of the Undenvriter on or before the Closing Date, the Underwriter shall thereupon
be entitled subject as mentioned below, ro terminate this Agreement by notice in
writing served by the Underwriter and upon such termination, the ebligations and
liabilities of the Company and the Underwriter hereunder shall become nudl and void
and none of the parties shall have any claim against the other save that each parry
shall return any and all moneys pald by the other(s) under this Agreement, except for
the costs and expenses referred to in Clause 22, within three (3) days of the receipt of
such notice PROVIDED THAT the Underwriter may ar iis discretion waive
compliance with any of the above provisions of Clause 8. 1.

Events affecting the listing

The Underwriter shall be entitled to terminate this Agreement by notice in writing
delivered by the Underwriter to the Company prior to the Closing Date if the success
of the Listing is in the reasonable opinion of the Underwriter seriously jeopurdised
or affected by:

{i) the coming into force of any laws or governmenial regidations or directives
witich seriously affects or is likely to seriously affect the business of the
Group, or

{ii) any material breach by the Company of any of its representations,

warranties, obligations or undertakings under this Agreement; or

{iii) any material and adverse change in the condition (financial or otherwise) of
the Group from thar described in the Prospectus.

On delivery of such a notice, this Agreement shall be terminated and rights and
obligations of the Compuany and the Underwriter hereunder shall cease and none of the
parties {excepr for the lability of the Company in respect of payments of costs and
expenses referred 1o in Clause 22 fncurred prior to or in connection with such
termination) shall have any claim against each other. Thereafter the Underwriter and the
Company shall confer with a view (o deferring the Public Issue or amending its terms
and/or entering imto a new Underwriting Agreement PROVIDED THAT the Company
and the Underwriter shall not be under any obligation 1o enter into such new agreement.
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Termination in the event approval for the Listing of Public Issue Shares is
withdrawn

The Underwriter shall have the right to terminate this Agreement by notice in writing
served by the Underwriter on the Company in the event that the approval-in-
principle of the Bursa Securities for the Listing is withdrawn or not procured within
six (0) weeks from the date of issue of the Prospectus (or such longer period as may
be specified by the Appropriate Authorities and agreed by the Underwriter) and upon
such termination, the liabilities and obligations herein of the Company and the
Underwriter shall become null and void and none of the parties aforementioned shall
have a claim against each other save that each party shall return any money paid by
the other under this Agreement within three (3) days of the receipt of such notice,
except for the costs and expenses referred to in Clause 22.

Force Majenre

Notwithstanding anything herein contained, the Underwriter may, after consultation
with the Company in good faith ar any time before the Closing Date, terminate fts
obligations under this Agreement by notice in writing delivered by the Underwriter
to the Company if in the reasonable opinion of the Underwriter there shall have
occurred, happened or come into effect any of the following circumstances ("Force
Majeure”):

{i) any change in law, regulation, directive, policy or ruling in any jurisdiction
or any event or series of events beyvond the reasonable control of the
Underwriter (inciuding without limitation, acis of God, acts of terrorism,
strikes, lock-outs, fire, explosion, flooding, earthquake, epidemic, disease,
civil commotion, sabotage, hijacking, acts of war or terrorism, hostilities,
riot, uprising or accidents);

{ii) without prejudice to the generality of the foregoing, any material change, or
any development invelving a prospective change, in national or
international  menetary, financial, economic or political conditions
{including but not limited fo conditions on the stock market, in Malaysia or
overseas, foreign exchange market or money market or with regard to inter-
bank offer or interest rates both in Malayvsia and overseas) or foreign
exchange controls or the vccurrence of any combination of any of the

Sforegoing;

(i) the imposition of any moratorium, suspension or material restriction on
trading in securities generally in the Bursa Securities due to exceptional
financial circumstances or otherwise;

which, in the reasonable opinion of the Underwriter, would have or can reasonably
he expected to have a material adverse effect on the business or operutions of the
Group taken as a whole or the success of the Public {ssue and the distribution or sale
of the Public Issue Shares (whether in the primary market or in respect of dealings in
the secondury market) or the Listing or market conditions generally or whicl has or
is likely to have the effect of making any material part of this Agreement incapable of
performance in accordance with its rerms and upon such termination, the parties
hereto shall (except for the liability of the Company in the payment of costs and
expenses referred to in Clause 22 hereof incurred pricr to or in connection with such
termination) be released and discharged from their respective obligations heretnder.

Termination
Notwithstanding anything herein contained, the Underwriter may by notice in writing

delivered to the Company, terminate, cancel or withdraw its underwriting
commitment to underwrite the Underwritten Shares under this Agreement if:
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(i) there is any breach by the Company of any of the representations,
warranties and undertakings of the Company comtained in Clause 5 above
which is not capable of remedy, or if capable of remedy, is not remedies
within such period as stipulated in the notice given by the Underwriter to
the Company or by the Closing Date, whichever is earlier;

{ii) there is failure on the part of the Company to perform any of its obligations
wnder this Agreement;

{iif) there is withholding of information of material nature from the Underwrirer
which is required to be disclosed pursuanit to this Agreement which, in the
opinion of the Underwriter would have or can reasonably be expecred 1o
hiave a material adverse effect on the business or operations of the Group,
the success of the Public Issue or the distribution or sale of the Public Issue

Shares;

fiv) there shall have occurred or happened any material and adverse change in
the business or financial condition of the Company or the Growp as a
whole;

v} there shall have occurred or happened any Force Majeure event referred 1o

in Clause 11 above.

12.2 Upon any such notice being given pursuant to Clause 12.1, the Underwriter shall be
refeased and discharged from its obligations under this Agreement whereupon this
Agreement shall be of no further force or effect and no party shall be liable o the
other in respect of this Agreement save and except that the Company shall remain
liable in respect of its liabilities under Clause 5 or for any antecedent breach and for
the payment of the costs and expenses referred to in Clause 22 below which are
incurred prior to or in connection with such termination and such retmbursement of
the costs and expenses incurred shall be paid to the Underwriter within three (3)
days from the date of notificarion to the Company to discharge the Underwriter.”

Listing Expenses

Listing expenses in relation to the Public Issue are estimated at approximately RML.5 million,
with the following estimated breakdown:-

RM
Estimated professional fees 600,000
Bursa Securities perusal, initial listing and annual listing fees 45.000
Prospectus registration fees 5,500
Brokerage, placement fee, and underwriting commission 371,250
Issuing house fees and disbursements 50,000
Printing and advertising fees 150,000
Miscellaneous expenses 278,250
TOTAL 1,500,000

The Company shall bear all expenses relating to the listing of and quotation for its entire issued
and paid-up share capital on the MESDAQ Market.

Utilisation of Proceeds Raised from the Public Issue
The Company expects the gross proceeds of the Public [ssue to amount to RM16.5 million. The

proceeds shall accrue to the Company and the Company shall bear all expenses relating to the
listing of and quotation for its entire issued and paid-vp share capital on the MESDAQ Market.

22



Company No. 644800-X

3. INTRODUCTION AND DETAILS OF THE PUBLIC ISSUE

The proceeds from the Public Issue are expected to be utilised in the following manner:-

Amount
Details of utilisation Note RM’¢00
Business Development and Expansion (n 3,000
Purchase of New Equipment and Computer Hardware and Software (1f) 3,000
Research & Development (i1t) 2,500
Working Capital {iv) 6,500
Estimated listing expenses 1,500
TOTAL 16,500

Nores:

(i) ATS Group expects to spend approximately RM3.0 million for busincss development and
expansion, which includes exhibition and business development activities in domestic markets
and foreign countries such as China, Thailand and Singapore.

{ii) Purchase of New Equipment and Computer hardware and software

ATS Group expects to spend approximately RM2.0 million 10 purchase new equipment and
computer hardware and software 1o increase its manufacturing capacity in order to support
Suture growth. These new equipment and computer hurdware and software will enable the Group
to plan its schedules of production activities better, thus ensuring timely delivery of products 1o
custemers.

The Group has alse planned to purchase equipment and machineries such as CNC Milting, Wire
Cut, CNC Lathe, Grinding Machines and others.

(ii{)  The R&D involves the following:

{a)  Continuous development and improvement on ATS Group's existing and new products in
order to meet cusiomers’ requirement;

(b} Developing of new products and improvement of existing production processes and system,
which include the following:

*  Design tools development / compilation

= Software development

* Vision system

*  Acguisition of reluted technology companies standard products
*  Manufacturing process improvement

fiv)  The proceeds of RM6.50 million allocated will be mainly utilized for working capital
requirements such as purchase of raw maierials, general and administrative expenses as well as
to fund daify operation.

It is intended that the above-mentioned proceeds of RM16.5 million will be utilised within 24
months from the Listing date.

The proforma impact of the utilization of proceeds on the consolidated balance sheets of ATS
as at 30 November 2004 is reflected in Section 14 of this Prospectus.

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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In addition to the other information in this Prospectus, the following factors relating to the Group
(which may not be exhaustive) should be considered carefully in evaluating an investment in the
Shares offered by this Prospectus. The discussion in this Prospectus conteins certain forward-
looking statements that involve risks and uncertainties. Prospectfive investors are cautioned that
actual results or events may differ materially from those disclosed in this Prospectus.

If you are unsure about any of the information contained in this section on "Risk Factors”, you
should cousult your stockbroker, bank manager, solicitor, accountant or other professional adviser.

4.1

4.2

No Prior Market for the ATS Shares and Possible Volatility of Share Price

4.1.1  No prior market for the ATS Shares

There has been no prier public market for the ATS Shares. The Issue Price was
determined by the Company and its Underwriters based upon several factors and may
not be an indication of the market price of the Shares after the Public Issue. There can
be no assurance that an active public market in the Shares will be developed or be
sustained after the Public Issue or that the market price of the Shares will not decline
below the Issue Price.

4.1.2  The price of ATS Shares may fluctuate following the Public Issue

The Group believes that a variety of factors could cause the price of the Shares to
fluctuate, including sales of substantial amounis of the Shares in the public market in
the future; announcements of developments relating to the Group's business;
fluctuations in the Group's operating results and sales levels; general industry
conditions or the world-wide economy; announcements of new products or product
enhancements by the Group or its competitors; and developments in patent, copyright
or other intellectual property rights which affect the Group’s products. In addition, in
recent years both the foreign and local stock markets in general, and the market for
the shares of many high technology companies in particular, have experienced
extreme price fjuctuations which have often been unrelated to the operating
performance of such companies. Such fluctuations may adversely affect the market
price of the ATS Shares.

4.1.3 Future sale of the ATS Shares

Any future sale or availability of the ATS Shares can have a downward pressure on
the price. The sale of a significant amount of Shares in the public market after the
Public Issue, or the perception that such sale may occur, could materially affect the
market price of the ATS Shares. These factors also affect the Company's ability to
issue additional securities. Except as otherwise described in this Prospectus, there will
be no restriction on the ability of the Group's substantial shareholders or Promoter to
sell their Shares in ATS on the Bursa Securities.

ATS firmly believes that its competitive and corporate strategies place its business in a
strategic position in its industry, hence generating continued interest from potential future
investors.

Operational Risk

ATS Group, like other businesses operating in an open economy, is subject to market forces.
As such, there is potential for its products turning obsolete, process technologies being cost
ineffective, the Group's market share being eroded or the industry experiencing downturn.

Furthermore, the Group's revenue and operating results could be adversely affected by many
factors including, inter alia, the outiook for the industrial automation industry, lengthy sales
cycles, debtors’ collection problems, customer order deferrals, changes in the Group’s
operating expenses, the ability of the Group to develop and market new products and services
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operating expenses, the ability of the Group to develop and market new products and services
and to control costs, market acceptance of new products or services, and other business risks
common to geing concerns.

In order to mitigate this risk, the Group has implemented various strategies such as increasing
its product range, expansion of geographical reach of its customer base and R&D to strengthen
and expand its business activities. Emphasis is also placed on continuous quality checking to
ensure the products meet customers’ requirements and are of high quality and providing good
after-sales service support.

The ATS Group is also exposed to risks related to its operation, which include fire hazards and
disruptions to electricity supply, due to the nature of its business. Such incidents may impair
the Group's assets and financial condition. In this regard, the ATS Group conducts regular test
on its fire fighting systems i.e. fire hydrants, hose reels and fire extinguishers and the waier
sprinkle system installed in their buildings and factories. Fire drills are also carried out at
regular intervals with its staff. The Group's factory premises are adequately protected through
the adoption of stringent security measures. In addition, the Group has taken up insurance
coverage for all its fixed assets to cover risk of fire breakouts. As for the risk of a4 power
failure the management of ATS is of the view that a blackout would not pose critical risks or
have any materiai impact on the Group's operations,

Competition

The ATS Group has experienced, and expects to continue to experience competition from
current and future competitors. The Group believes that its ability to compete depends upon
many factors within and outside its contrel, including the timing and market acceptance of new
products and services and enhancements developed by the Group and its competitors, product
functionality, ease of use, performance, price, value for money, reliability, customer service
and support, sales and marketing efforts, product distribution channels and the resources of its
competitors.

The industrial automation industry in Malaysia as wel! as those in countries where ATS Group
operates 1s competitive, subject to rapid technological changes and new product development.
No assurance can be given that ATS Group will be able to maintain its competitive advantage
over its competitors and also maintain its customer base. Many of ATS Group’s customers are
MNCs operating in Malaysia and overseas, for whom selection of equipment for their
respective manufacturing processes are based on stringent criteria such as high quality
standard equipment, competitive pricing, good after-sales service support and product
reliability.

ATS Group has an in-house team of mechanical, electrical, electronic and computer system
engineers whose skills enable the Group to develop proprietary automation solutions using
advance technological know-how. ATS Group's ability to independently develop its own
automation solutions for machine control serves as an effective barrier for prospective entrants
to the industry.

Technological Change and Process Development

The risks associated with rapid technological changes are the obsolescence of current
technology, the requirements of new technology not matched by existing technical staff and
that the operations of the Group are not ready for new methods. The Group's tuture depends
substantially upon its ability to address the increasingly sophisticated needs of its customers.
To the extent that one or more of the Group's competitors introduce products and services that
better address customer needs or for any reason gain market share, the Group's business,
operating results and financial condition could be materially and adversely affected.

As part of the Group's efforts to mitigate this risk, the Group has undertaken efforts to provide

staff training in line with new technologies pursve technological innovations and actively and
continuously undertake R&D.
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Although the Group has put in efforts to mitigate this risk, there can be no assurance that the
Group will be successful in developing and marketing new products or making enhancements
to its existing products.

Product Risk

The Group’s future results will substantially depend on market acceptance of the products and
services developed. A reduction in demand or an increase in competition in the market for
these products, or the Group’s other existing or future products, will have a material adverse
effect on the Group’s business, results and financial condition.

There is also no assurance that the Group will be able to develop and introduce new products
and services, or enhancements in a timely manner in response to changing market conditions
or customer requirements, or that the process will not encounter unforeseen problems.

To date. the Group’s products and services have been well received by its customers as
evidenced by repeat orders from existing customers. The Group also enjoys good business
relationship with its customers where 70% of its top 10 customers have been dealing with ATS
Group for five {5) or more years. The Group expects that continued enhancements of product
features, quick time to market and good after-sales service, should ensure continuous
acceptance of the Group's products.

Dependence on Directors and Key Personnel

The Group's future performance depends to a significant extent upon the continued marketing
efforts and the abilities as well as the business contacts of its direciors, key technical, sales and
marketing, and senior management personnel. The senior management has experience in the
business and operations of the Group and has been instrumental in the growth and expansion
of the Group. The loss of the services of any of these individuals may have an adverse effect
on the Group's financial condition, operational results and competitiveness. The Group's future
success also depends on its ability to attract sufficient skilled employees.

Nevertheless, the Group has established resources such as database of designs and methods,
compilation of mechanical drawing, software design data, documented procedures, system
design and implementation practices for the purposes of ongoing in house training and skills
development. These measures and precautions have been taken in grooming younger members
of the management team in key management areas to ensure that they will be provided with the
necessary experience and exposure to gradually assume senior positions.

Dependence on the Electrical and Electronics Industry

The Group sells its products and services mainly to customers from various sub-sectors of the
electrical and electronics industries. As such, the Group’s performance will, to a certain extent,
depend on the outlook and cyclical nature of the aforementioned industries. As such, there can
be no assurance that any adverse development in the semmiconductor and electronics industries
will not affect the Group’s business, operating results and financial conditions.

To mitigate this risk, the Group is continucusly exploring new products in different industry,
customers and geographical markets to whom/which its products can be sold.

Dependence on Major Customers and Suppliers

There is no long term contractual agreement between ATS Group and its customers and/or its
suppliers. The Group seeks o limit this risk by employing various measures to broaden its
customer base, which includes, inter alia, venturing into new markets through the set-np of
new marketing/sales offices abroad.

Despite the absence of long term contracts with its customers, the Group has an established
and proven track record in terms of providing quality products and services, which has earned
the Group the confidence and recognition of its MNC customers locally and abroad. ATS
cantinually nurtures its customer relationships by providing product enhancements and good
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after-sales service support. The Group has an established customer base whereby 70% of its
top 10 customers have been dealing with the Group for five (5) or more years. This relatively
established top 10 customer base would provide the basis for continuing business relationship
to help mitigate dependencies on any one or small group of customers.

The major raw materials required by ATS Group in its production include fabrication parts,
conveyors, sensors, busing and bearing, motors, vibrating devices, electrical parts for
industrial use and others can be sourced with relative ease and as such, it is not necessary for
the Group to enter into long term contracts with its suppliers. Notwithstanding the foregoing,
ATS Group has enjoyed strong supplier relationships lasting as disclosed under Section 8.11
ot this Prospectus. The Group’s top 10 suppliers accounted for 32.5% of the Group’s total
purchases for the financial year ended 29 February 2004. ATS Group has a stable group of
suppliers whereby approximately 80% of the top 10 suppliers have been dealing with the
Group for four (4} or more years.

Protection of intellectual property

All the products sold by ATS Group depend heavily on the use of its own proprietary
technological expertise and experience. The Group’s success also depends on its ability to use
industry third party proprietary technology and to protect its own technological know-how.
Although ATS Group owns the intellectual property of most of the products it manufactures,
ATS Group has not patented them with the exception of the Vision System where it has
recently submitted a patent for approval. However, existing patent, copyright, trademark and
trade secret laws afford only limited protection. Accordingly, there can be no assurance that
the Group will be able to protect it proprietary rights against unauthorized third party copying,
use or exploitation, any of which could have a materially adverse impact on the Group’s
business, operating results and financial conditions.

The products developed by the Group invelve numerous highly customized processes, which
are complex and time-consuming to develop and integrate.

Failure in or Delay of Listing Exercise

The Listing exercise is exposed to the risk of potential failure or delay should the following
events, amongst others, occur:

(i} The eligible directors and employees of ATS Group fail to subscribe to the portion of
Public 1ssue Shares allocated to them;

(ii)  The Company or the Underwriter fails to honour its obligations under the underwriting
agreement;

(11i)  The Underwriter, in honouring its obligations, becomes a substantial shareholder of the
Company; and

{iv)  The Company is unable to meet the public spread requirements of the MESDAQ
Market Listing Requirements, i.e. at least 25% but not more than 49% of the toal
number of Shares of the Company for which listing is sought must be held by a
minimum number of 200 public sharcholders holding not less than 100 shares each, at
the time of the Listing.

Acqguisitions and Joint Yentures

The Group intends to acquire businesses, products or technologies or enter into synergistic
Jjoint ventures that the Group believes will be in the interest of its shareholders. There can be
no assurance that the Group will be able to successfully identify, negotiate or finance such
acquisitions and joint ventures, of to iniegrate such acquisitions and joint ventures with its
current business, or to benefit from such acquisitions and joint ventures. Acquisitions and joint
ventures may cause the Group to seek additional capital that may or may not be available on
satisfactory terms.
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It is nevertheless believed that the Group will be able to bank on the vast experience of its
management team in exercising appropriate discernment while executing future plans. The
Group shall endeavour to undertake detailed studies either by itself or through professionals on
the suitability of such potential acquisitions or joint ventures prior to undertaking the exercise.

Future Capital Requirements

It is the management’s opinion that the net proceeds of the Public Issue, together with cash
flow from operations and other existing sources of liquidity will be sufficient to meet its
projected working capital and other cash requirements. However, there is no assurance that
future events may not cause the Group to seek additional capital sooner. If additional capital is
required, there can be no assurance that it will be available or, if available, that it will be on
terms satisfactory to the Group. The sale of additional equity or other convertible securities to
non-shareholders will result in further dilution of the Group's shareholders.

The continued availability of credit lines has an important bearing on the operating
expenditure pians of the Group. As such, there can be no assurance that the creditors that have
extended credit wilt continue to make available the funding facilities required. Further to the
above, there can be no assurance that the current assets of the Group will be realised on a
timely basis to meet future requirements of the Group as and when they fall due.

As a mitigating factor, the Group has demonstrated efficiency and effectiveness in the
utilisation of their resources to date. The Group believes that its experienced management
team makes it sufficiently equipped to address any future capital requirements that may arise.

Ownership and Control by the Substantial Shareholders

Upon completion of the Listing of ATS, the Company will have five (5) substantial
shareholders namely Pegasus, Beh Lai Lien, Lai Siaw Ling, Wong Pow Keong and Yap Kim
Lean who will collectively hold 120,450.725 ATS Shares, representing 71.93% of the
Company's enlarged issued and paid-up share capital. As a result, these shareholders, acting
together, will be able to influence the outcome of matters requiring the vote of the Company's
shareholders, unless they are required to abstain from voting by law and/or by the relevant
authorities.

Nonetheless, the Company has appointed two (2} independent directors to represent the
interests of the minority shareholders.

Foreign Exchange Risk

As at 31 December 2004, ATS Group operates in Malaysia and China and hence ts exposed to
potential foreign exchange risk to USD and Rmb. The Group intends to expand its business
overseas as such there is a potential that the Group will be exposed to greater foreign exchange
risk in the future due to its expansion plans. Unfavourable foreign currency fluctuations may
adversely and materially affect the Group's profits.

Currently the risk of exchange fluctuation is minimised by the pegging of the Ringgit against
the USD at RM3.80 to USD1.00 and the pegging of Rmb against the USD at Rmb8.3 to
USD1.00. Nevertheless, there can be no assurance that any future significant fluctuations in
exchange rates and financial crisis will not have an impact on the revenue and earnings stream
of the Group. Although the Ringgit is presently pegged to the USD, there is no assurance that
the peg will not be adjusted or removed. At present, the Group does not use any financial
instruments to hedge its exposure against transactions in foreign currencies. However, the
Group will continue to assess the need to utilize financial instruments to bedge its currency
exposure, taking into consideration factors such as foreign currency involved, exposure period
and transaction costs.
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Litigation Risk

The Group does not have any product liability insurance, as such, the Group is exposed to
cerfain litigation tisk. However, the companies in the Group have never experienced any
product liability claim in the past in respect of their products. Currently, ATE, a subsidiary of
the Company is invoived in a litigation claim for breach of contract {failure to deliver a
machine), the details of which are set out in Section 16.8 of this Prospectus. ATE is defending
the claim made against it and is additionally making a counterclaim against the other party.

Regulatory Risk

Currently, save for general company and contract laws, the business activities of the Group in
Malaysia are not subject to any specific legislation or regulations. However, there can be no
assurance that future legislative or regulatory policy changes will not affect the operations of
the Group.

In order to minimise the impact of this business risk, the Group closely monitors the indusiry
for any legislative or regulatory change that may affect its business operations.

New Geographical Markets

If the ATS Group is not successful in penetrating new geographical markets, it may suffer an
increase in operating costs. Substantial management resources will be devoted to launch its
products and grow its operations in these new markets. It cannot be guaranteed that these new
sales and marketing efforts will be successful or generate signiticant revenue. Any such failure
could have an adverse impact on its business, financial condition and operating results. The
Group will be subject to additional risks when it operates in foreign countries that could harm
its financial condition and operating results.

These rigks include the following:-

(i} local regulatory requirements;

{ii} fluctuations in currency exchange controls;

{ii1) any imposition of currency exchange controls;

(iv) unexpected changes in regulatory requirements;

(v} difficulties and costs of staffing and managing overseas operations; and
{vi} poor market acceptance.

The Group shall study potential new markets before making any decisions. Various possible
aspects of the penetration strategy will be reviewed and modified in accordance with the
specific requirements of the respective target markets.

Risk of Severe Acute Respiratory Syndrome

Global health crisis caused by SARS are expected to unfavourably affect the growth of both
global and Malaysian economies. However, ATS’s presence in China through its subsidiary,
namely ATC based in Suzhou will provide competitive edge over the Company’s competitors
who do not have a physical presence in China.

ATS believes that any adverse impact on the automation industry should be minimal as
indications are showing that SARS epidemic remains under control.

Underwriting

The Public [ssue Shares in respect of item (i} and the unsubscribed portion of item (iit) n
Section 3.4 above have been fully underwritten by the Underwriters listed in Section 1. In the
event of a shortfall in the subscription of the Public ssue Shares, the Underwriters will have to
subscribe for all the under-subscribed Shares. Should the amount subscribed for be a
significant quantum, the Underwriters may ead up as substantial shareholders (i.e. holding 5%
or more of the aggregate of the nominal amount of all the voting shares in the Company). This
may result in non-compliance of the public shareholding spread requirements of the Bursa
Securities and could adversely affect the success of the Listing.
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The underwriting agreement also provides for circumstances, as highlighied in Section 3.8,
under which the Underwriters may be entitled, on or prior to the closing date of the Public
Issue, to release or discharge their obligations under the underwriting agreement. This
conditional obligation of the Underwriters may result in the Public Issue Shares not being
underwritten and this could adversely affect the success of the Listing.

Capital Market Risk

Investors of ATS should note ATS will be listed on the MESDAQ Market of the Bursa
Secusities. The performance of the local bourse is dependent, to a certain extent, on external
factors such as the performance of regional and global bourses and the inflow as well as
outflow of foreign funds. Investor sentiments can also be driven by internal factors such as the
economic and political conditions of the country and the growth potential of various sectors of
the economy. The aforementioned factors will invariably contribute to the volatility of trading
volumes on the Bursa Securities, adding to the risk of price volatility of Shares listed on the
Bursa Securities. Nevertheless, it is to be highlighted that the profitability of ATS Group is not
dependent on the performance of the Company’s Shares on the Bursa Securities.

Adequacy of Insurance Coverage on the Group's Assets

The ATS Group is aware of the adverse consequences arising from inadequate insurance
coverage. Although the Group will continue to review the coverage for their assets on a
continuing basis, there can be no assurance that the insurance coverage would be adequate for
the replacement costs of the assets, ncluding but not limited to the raw materials and finished
products, or any consequential loss arising therefrom.

Risk of Rapid or Over-expansion of the Group's Businesses

The Group has planned a series of expansion plans, which are detailed in Section 8.13 of this
Prospectus.  The success that the Group has achieved to date is the result of careful
implementation of a series of well-structure plans and the management of the Group has stayed
focus in developing its core business as an integrated desigrer and manufacturer of Industrial
Automation Systems and Machinery. The future expansion plans are designed to further
expand its core business. However, there is no assurance that the Group wilt not face the risk
of rapid or over expansion.

General Economic, Political and Social Considerations

Adverse developments in general economic, pelitical and social considerations in Malaysia as
well as in the other countries where ATS Group operates or may operate, sources its supplies
ot markets its products could materially and adversely affect the financial and operational
conditions as well as the overall profitability of the Group. For FYE 29 February 2004, ATS
Group sourced approximately 44% or approximately RM2.3 million of its raw materials from
abroad while approximately 15.4% or approximately RM2.8 million of its products were sold
to customers outside of Malaysia.

Political and socizl uncertainties such as war, hostitity, strikes, terrorist attacks, epidemic etc,
have an impact on the economy which are not within the control of the Group, may lead to
interruptions in normal civilian life and therefore adversely affect the daily operations of the
Group. Economic and market instability may also affect the Group's business, financial
condition and cperational results.

In addition, any modification to policies by the authorities may lead to changes in laws and/or
regulations, or the interpretation thereof, as well as changes in foreign business ownership
restrictions, currency control policies, taxation, as well as import and export restrictions. These
changes may have a material adverse impact on the Group's business, financial condition and
operational results.
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The implementation of foreign ownership business restrictions in a particular foreign market
may constrain the Group's ability to operate in that foreign market. In addition, the
implementation of currency control policies may affect the Group's ability to remit monies to
its head office. Unfavourable taxation as well as import and export policies may also adversely
affect the pricing and competitiveness of the Group's products.

As such, there can be no assurance that the financial and business prospects of the Group
would remain favourable in the event of changes in general economic, political and/or social
conditions.

Disclosure Regarding Forward-Looking Statements

This Prospectus contains forward-looking statements, which are statements other than
statements of historical facts. These include certain sections, without limitation, in the
"Business Overview” and "Summary of Business Development Plan” in Sections § and 10
respectively of this Prospectus. These forward-looking statements are subject to uncertainties
and contingencies.

All forward-looking statements are based on estimates and assumptions made by the Board of
Directors and although believed to be reasonable, are subject to known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or
achievements to differ materially from future results, performance or achievements expressed
or imptiied in such forward-looking statements.

Such factors include, inter alia, general economic and business conditions, competition, the
impact of new laws and regulations affecting the ATS Group and the industry and changes in
interest rates. In light of these uncertainties, the inclusion of forward-looking statements in this
Prospectus should not be regarded as a representation or warranty by ATS or its advisers that
the plans and objectives of the Group will be achieved.

Impact of AFTA

The impact of the implementation of AFTA poses no additional risks to the industrial
automation systems and machinery industry as prior to AFT A, there have been minimal or no
import tariffs imposed. However, there is no assurance that the implementation of AFTA will
continue to have no materially adverse impact on the Group’s operations and future
performance.

Financial Risks

As at 30 November 2004, being the date up to which the audited financial statements were
made, the Group’s audited total bank borrowings amounted to approximately RM2.512 million
all of which are interest-bearing. Considering that the interest charged on bank borrowings is
dependent on prevailing interest rates and iotal outstanding loans, future fluctuations of the
interest rates could have material effect on the Group’s profitability.

There can be no assurance that the performance of the ATS Group would remain favourable in
the event of adverse changes in interest rates or loan amounts. Nevertheless, the Group
believes that its prudent cash flow management will be able to generate sufficient funds for the
repayment of the bank borrowings.

Lack of Engineering Supporting and Ancillary Activities

Engineering supporting and ancillary activities including foundries, forging, heavy and precise
machming, heat treatment electroplating as well as mould and die making are critical in
supporting the growth of the machinery and equipment industry. The engineering supporting
and ancillary industries are weak and fragmented. Such a situation has the potential of
shrinking existing market and deterring any development of the machinery and equipment
industry.
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Recognizing the current situation of the engineering supporting and ancillary industry, some
major developments of the industry have taken place. These include:

- The establishment of Rasah Machinery and Equipment Technology Centre ("RAMET™)
under SIRIM Berhad has been earmarked not only for developing human resources within
the engineering sector but more so on providing standards testing facilities and promoting
cluster development through the grouping of small, medium and big foundry, operators of
machining, forging, heat treatment, tool, die making and welding. The centre was
established in 2003,

- The mould and die design centre approved under the Eight Malaysia Plan is in its first
phase of implementation and is providing computer-sided-design systern services to 16
small medium enterprises. The centre is in the progress of renovation. Upen compietion in
20035, the centre will promote the usage of CAD systems by SME.

These developments have helped to mitigate the risk of ATS Group being in a position of
lack of engineering supports and are in tandem with the thrust of the government and aimed
towards strengthening the foundation of local engineering supporting and ancillary industry in
support of further growth within the machinery and equipment industry.

Availability of Skilled Manpower

There is a shortage of skilled technical workers within the machinery and equipment industry
in Malaysia. The shortage of technical professionals is a concern to the operations of the
machinery and equipment industry. The shortage of skiiled and experienced labour may
hamper the growth of the industry in general.

In ensuring long-term and sufficient supply of skilled technical professionals, technical
institutions and centres namely the RAMET is in a position to provide technical training and
assistance to fortify the engineering base in the country,

In addition, it is estimated that 64,510 students will be enrolled in engineering courses,
representing 98.9% of overall technical courses enrolment in local public higher education
institutions. With the high and preferred engineering courses enrolment and graduation as well
as the government support in developing the technical skill base in Malaysia, the industry is
anticipated to have a pool of skilled resources to sustain growth.

Restrictive Covenants under Credit Facility Agreements

The ATS Group has credit facilities granted by local financial institutions that have various
covenants that may limit the Group's operating and financial flexibilities. Some of these
covenants require the Group to seek the prior written consent of the relevant financial
institutions for, inter alia, changes in share capital, capital reconstructions, and changes in
shareholders’ shareholdings.

While the management of the ATS Group is cognizant of the various requisite consents
required from the relevant financial institutions, there can be no assurance that additional
credit facilities that may be procured by the Group would not have restrictive covenants that
may limit the Group’s ability to operate and function properly. or that provisions in existing
facilities can or will be varied to relax or remove all or any of such restrictive covenants.
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