CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

BUSINESS OVERVIEW (CONT’D)

6.1.1

Primary Processes

We provide precision machining services that produces precision-machined parts and
components according to our customers’ design and specifications requirements. The CNC
machining processes that we use include milling, turning and lathing. The use of CNC
machines enables us to consistently produce precision-machined parts and components with
high-tolerance finishes. During the precision machining process, metal is removed from metal
rods and blocks and are shaped according to its design. When the processes are complete,
the precision-machined parts and components will then undergo various finishing treatments
depending on their specifications.

The primary processes that we provide are as illustrated below.
(i) Milling

CNC milling machine

The milling process involves a metal block or rod that is held stationary while a rotating
cutting tool is pressed against the block or rod to remove excess metal and shape the
block or rod according to the specific part or component’s design and specifications.
This process is generally used to cut flat surfaces onto, or to cut deep cavities into the
metal block or rod. Depending on the type of cut that is required, different cutting tools
will then be used.
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(i)  Turning

CNC turning machine

During the turning process, the metal block or rod is secured by the machine and then
rotated while a stationary cutting tool is held against the rotating block or rod to remove
excess metal and to shape the block or rod according to the design and specifications.
Turning is usually used to produce cylindrical components with differing diameters along
the component.

(i)  Lathe

Manual lathe machine Auto-lathe machine

A lathe is a tool that rotates the metal block or rod about an axis in order to perform
various operations such as cutting, sanding, drilling, deformation and turning, with tools
that are applied to the metal block or rod. The manual lathe process involves a person
pressing the cutting tool against the rotating metal block or rod. Automatic lathes are
mechanically operated and require litle human intervention during the process.
However, automatic lathes are different from CNC machines as they are not controlled
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6. BUSINESS OVERVIEW (CONT’D)
using CNC. Aside from the aforementioned processes, automatic lathes are also able
to perform the turn-milling process for smaller precision-machined parts and
components. Turn-milling is a combination of the turning and milling processes. The
secured metal block or rod is rotated while a rotating cutting tool is pressed against the
metal block or rod to remove excess metal.

6.1.2 Secondary Processes

After undergoing the various primary processes, the precision-machined parts and components
undergo secondary processes to remove extra material from the precision-machined parts and
components and to ensure they are smooth and uniform. We also outsource some finishing
solutions which include plating, deburring, polishing, coating, slotting, sandblasting, heat
treatment, tumbling, hardening, electroplating and anodising to our sub-contractors depending
on our customer’s needs and requirements. We also outsource to our sub-contractors when
our capacity is full based on the schedule of our workers.

The secondary processes that we provide in house are as illustrated below.

(i Polishing

Polishing is a finishing process that
smoothens the precision-machined
parts and components’ surface, usually
by using an abrasive and a work wheel
or by applying a chemical treatment. In
addition to smoothing out the surface,
polishing the precision-machined parts
and components also helps to improve
the appearance of the precision-
machined parts and components,
creating a shiny and smooth finish.
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(ii)

(i)

(iv)

Deburring

Grinding

Lapping

The primary processes such as milling,
turning and lathing may leave raised
edges or protrusions of metal called
burrs, which can affect the quality of
the component if they are not
removed. Deburring is a process that
removes such imperfections through
grinding, scraping or buffing. The
process can be done manually or
using a deburring machine. Our Group
only carries out manual deburring.

Similar to polishing, grinding involves
the use of abrasives to smoothen the
surface of the precision-machined
parts and components. However,
grinding usually involves the use of a
grinding wheel which has abrasive
articles present on its surface.

Lapping is a surface finishing process
whereby 2 surfaces, namely the
stationary lap plate and the precision-
machined parts and components, rub
together with a lapping medium
trapped between them. When the
surfaces are rubbed together, the
abrasives in the lapping medium
remove material from the surface of
the precision-machined parts and
components, thus smoothing it out.
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(v)

(vi)

Sandblasting

Tumbling

Sandblasting is a surface finishing
process that involves the use of a
machine that sprays abrasive
particles, in this case sand, against a
surface. As the particles of sand strike
the surface, it is able to wear away at
any unwanted or excess material, thus
creating a more even texture and
smoother surface.

Tumbling, or tumble finishing, is a
process that polishes multiple small
metal parts at the same time. The
small metal parts are put into a
machine in the presence of a media
that causes friction with the parts to
effectively polish them.
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(vii) Heat treatment

Heat treatment is a controlled heating
and cooling process that alters the
properties of the metal in order to
achieve specific physical properties.
Heat treatment can harden the metal,
increase ductility of the metal as well
as relieve internal stresses of the
metal created during machining.

Electroplating is a process that uses
an electrical current to deposit a thin
layer of metal onto the surface of a
precision-machined part or component
that changes the physical properties of
the precision-machined part or
component.

(ix)  Anodising

Anodising is an electrochemical
process to produce a metal oxide
coating on the metal. The oxide
coating provides the metal with
improved surface resistance to
corrosion and wear or provides a
decorative layer on the metal.

During the electroplating and anodising processes, wastewater containing chemicals and
heavy metals is discharged. A wastewater treatment plant will allow us to treat the wastewater
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and reduce the presence of chemicals and heavy metals which may be harmful to the
environment when the wastewater is disposed inappropriately.

Our Group has installed a wastewater treatment plant in Plant 4 in March 2023 and the DOE
has made available a letter in April 2023 signifying their acceptance and acknowledgment of
the written notification made by our Group as required under Regulation 4 of the EQIER 2009
for the said wastewater treatment plant as the said wastewater treatment plant will result in a
new source of discharge of industrial effluent or mixed effluent.

With the wastewater treatment plant, our Group will be able to ensure the wastewater
discharged during the electroplating and anodising processes is treated and discharged of into
the drain in a compliant manner with all the relevant environmental laws, regulations, rules,
requirements and guidelines.
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6.1.3

Precision-machined Parts and Components that We Manufacture

Some of the precision-machined parts and components that we manufacture for our customers

are as illustrated below.

Semiconductor

A component part for the Integrated Gas System.
Integrated Gas System is a component for a
semiconductor  equipment used in the
semiconductor wafer manufacturing process

A component part for the Integrated Gas System.
Integrated Gas System is a component for a
semiconductor equipment used in the
semiconductor wafer manufacturing process

A component part for the Integrated Gas System.
Integrated Gas System is a component for a
semiconductor  equipment used in the
semiconductor wafer manufacturing process

A component part for the Integrated Gas System.
Integrated Gas System is a component for a
semiconductor equipment used in the
semiconductor wafer manufacturing process
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Life science and medical devices

= 3

5

H

A component part used in microfluidics for the life | A component part used in microfluidics for the life
science and medical devices industry science and medical devices industry

A component part used in imaging and illumination | A component part used in imaging and
for the life science and medical devices industry illumination for the life science and medical
devices industry
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Sport equipment

A component part for hydraulic brakes which
forms part of the braking system of a bicycle

A component part for fishing reels

A component part for fishing reels

A component part for fishing reels
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Opto-mechanical

equipment

A component part for an opto-mechanical

A component part for an opto-mechanical
equipment

equipment

A component part for an opto-mechanical

A component part for an opto-mechanical
equipment
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Instrumentation
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A component part for an imaging system

A component part for a measuring instrument

A component part for a measuring instrument
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6.3

6.3.1

6.3.2

OUR COMPETITIVE STRENGTHS
Long-standing Relationship with Our Customers

Our Group has grown into a leading engineering supporting services provider in Malaysia and
Singapore with more than 30 years of history. Over the years, we have established QMS to
ensure consistent products and services, ensure customer satisfaction, and improve our
products and services. Our QMS is currently accredited with ISO 9001:2015 certification from
the British Assessment Bureau under the scope “provision of precision machining for electro-
mechanical parts and its mechanical sub-assembly, worldwide”.

Our commitment to consistently provide quality services and products has resulted in our Group
receiving repeat orders from our customers. Our Group believes that our ability to provide
consistent quality products and services, in addition to finishing solutions as well as prompt
delivery has resulted in the long-standing relationships with our customers. As at the LPD, we
have had business relationships of more than 10 years with 4 of our major customers.

Experienced and Knowledgeable Key Management Team

Our Group’s successes over the years can be largely attributed to our experienced and
knowledgeable key management team. Our Executive Director and Group Chief Executive
Officer, Mr. Lee and our Executive Director, Mr. Mu, each have more than 30 years of
experience in the engineering supporting services industry. They are supported by our Key
Senior Management as stated in the table below.

No. | Name

Position

Experience

1. Hun Jiang Yann

Group CFO

Approximately 31 vyears of experience in
auditing, accounting and financial management.

2. Akira Nakashima

Chief Operating Officer
for International Business

Approximately 24 years of experience in various
types of international trading business,

Development for | particularly approximately 18 years of his
Champion PE experience in the semiconductor industry.
3. Khern Yeng Kar | General Manager of | Approximately 32 years of experience in the

Manager of Champion
PE

Champion PT area of engineering.

4. Tan Lay Choon General Manager of | Approximately 37 years of experience in QA.
Champion PE

5. Ngein Liong Fatt | Business Development | Approximately 40 years of experience in the

manufacturing industry, particularly
approximately 27 years of his experience in the
sales in manufacturing and engineering
industry.

Our Group believes that the expertise and experience of our key management team have
helped to sustain our business and will help to continue the growth of our business in the future.

The rest of this page has been intentionally left blank
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6.3.3

6.3.4

Availability of An ISO Class 5 Cleanroom (Class 100) and An ISO Class 6 Cleanroom
(Class 1,000)

A cleanroom is a controlled environment that contains low levels of pollutants such as airborne
microbes, aerosol particles and dust. A cleanroom will have a controlled level of pollutants,
which is specified by the number of particles per cubic meter at a specific particle size. Our
Group operates an ISO Class 5 cleanroom (also known as ‘Class 100’) and an ISO Class 6
cleanroom (also known as ‘Class 1,000’) in Plant 4.

ISO Class 6 cleanroom permits the presence of 35,200 particles of size 0.5 micrometres or
larger per cubic metre of air while ISO Class 5 cleanroom permits the presence of 3,520
particles of size 0.5 micrometres or larger per cubic metre of air (Source: ISO 14644-1:2015).
ISO Class 5 & 6 cleanrooms are subject to annual inspection for renewal of certification. Our
Group’s cleanrooms were last inspected and certified on 3 April 2023 and as at the LPD, there
has been no issues during the annual inspection that has led to delays or non-renewal of our
cleanroom certification.

Some of our customers, such as those in the semiconductor industry, require certain parts to
be packaged under cleanroom conditions as a pre-requisite to limit any contamination. Our
cleanrooms conform with the minimum requirements by our semiconductor customers who
have such requirements. For the avoidance of doubt, not all our existing and potential
semiconductor customers require such cleanroom conditions and none of our existing
customers from other industries require such cleanroom conditions.

We believe that by having a cleanroom environment, we are able to meet and maintain the
high-quality standards required by our customers.

We would also be capable of attracting potential customers who require their products to be
packaged under ISO Class 5 & 6 cleanroom conditions as a pre-requisite, such as those from
the semiconductor industry.

Geographical Coverage of Our Group and Wide Range of Industry Segments

Our Group offers precision machining services to customers from a range of countries
including, but not limited to, the USA, Singapore, Malaysia, Germany, Japan and Thailand.
Additionally, the precision-machined parts and components that we manufacture are used
across a range of industry segments including, but not limited to, semiconductor, life science
and medical devices, sport equipment, sensor equipment and security. Our diversified
customer base in terms of geographical locations and industry segments helps us to mitigate
the risk of over-reliance on customers from a single country or any single industry.

The rest of this page has been intentionally left blank
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6.3.5 Continuous Investment in Machinery and Equipment
In order to expand our range of precision-machined parts and components as well as to serve
and support our customers better, we continuously invest in machinery and equipment. As at
the LPD, we utilise CNC milling machines, CNC turning machines and auto-lathe machines.
We have been investing in machinery and equipment over the FYE 30 June 2020 to FYE 30
June 2023. The types of machines acquired over the FYE 30 June 2020 to FYE 30 June 2023
are as shown in the table below.
No. | Type of FYE 30 June 2020 FYE 30 June 2021 FYE 30 June 2022 FYE 30 June 2023
Machine
Unit | RM’000 % Unit | RM’000 % Unit | RM’000 % Unit | RM’000 %
1. Auto-lathe 4 1,370 19.65 2 840 45.50 16 4,944 43.96 - - -
machine
2. Milling 10| 3,419 | 49.05 - - 0.00 - - 0.00 10| 3,211 | 54.69
machine
3. Turning 8| 2,182 | 31.30 4| 1,006 | 54.50 18| 5,457 | 48.52 11 2,660 | 45.31
machine
4, 5-axis - - 0.00 - - 0.00 1 845 7.52 - - -
machining
machine
Total 22| 6,971 | 100.00 6| 1,846 | 100.00 35| 11,246 | 100.00 21 5,871 | 100.00
Our continuous investment in machinery and equipment enables us to increase our production
capacity and efficiency as well as our manufacturing capabilities.
Kindly refer to Section 6.10 of this Prospectus for further details of our estimated maximum
annual production capacity and the annual production capacity utilisation rates for the FYE 30
June 2023.
6.4 OUR FUTURE PLANS AND STRATEGIES
Our Group aims to grow our business by implementing the following business strategies.
6.4.1 Construction of New Plants

In anticipation of the growth of our business, we intend to construct the New Plants located in
Taman Perindustrian Gemilang, Johor, on 2 adjacent lots, namely Lot Number HS(D) 596225
and Lot Number HS(D) 596226 located in Taman Perindustrian Gemilang, Johor. It has a total
land area of approximately 213,054 sq ft. The New Plants will each comprise a double-storey
office building as well as a double-storey factory building, with a built-up area of approximately
118,474 sq ft each. The New Plants will be mainly used for our manufacturing activities.

Upon completion of construction of the New Plants and in order to consolidate our operations
and improve our operational efficiency, we intend to:-

(i) Relocate all the manufacturing activities, machinery and equipment from Plant 1 to the
New Plants; and
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(ii) Relocate some of the manufacturing activities, machinery and equipment from Plant 2
to the New Plants; and

(i)  Relocate all of the manufacturing activities, machinery and equipment from Plant 5 to
the New Plants.

Upon completion of the relocation of all the manufacturing activities, machinery and equipment
from Plant 1 to the New Plants, we may rent out or dispose Plant 1 as Plant 1 is an old plant
with an age of approximately 18 years as at the LPD as well as Plant 1 is located in the industrial
area which is different with our Plant 2, Plant 3, Plant 4 and the New Plants.

In regard to the excess floor space of Plant 2 after the above-mentioned relocation, our Group
will reorganise the remaining machinery and equipment in Plant 2 in order to improve the
operational efficiency of Plant 2. Additionally, we do not intend to continue renting Plant 5 when
we are able to use the New Plants for our manufacturing activities.

The New Plants are expected to cost a total of approximately RM69.60 million, which comprises
of land acquisition costs, construction costs, installation costs, fixture and fitting costs,
professional fees, cleanroom installation costs, construction of solar PV costs and stamp duty.
We have allocated approximately RM69.60 million of the proceeds from our Public Issue for
the acquisition of the New Industrial Lands and construction of the New Plants.

The estimated timeline in relation to the acquisition of New Industrial Lands and construction

of New Plants is as set out in the table below.

Estimated Month
No. | Items
and Year
1. Entering into SPA to acquire the New Industrial Lands March 2024
2. Completion of acquisition of the New Industrial Lands June 2024
3. Submission of building plans to the relevant authorities July 2024
4. Commencement of construction of the New Plants (" November 2024
5. Completion of construction of the New Plants November 2025
6. Obtaining the CCC of the New Plants @ May 2026
7. Completion of the ) installation of electrical wiring and piping for machines, ¢ September 2026
installation of air compressor and its piping and ® set up of fixtures and fittings in
the New Plants
8. Completion of the installation of a cleanroom November 2026
9. Completion of the installation of new machinery and equipment and relocation of November 2026
machinery and equipment from Plant 1, Plant 2 and Plant 5 to the New Plants
10. Obtaining Business Premise and Advertisement Licence, MITI Licence and May 2027
relevant approvals for the New Plants, and ISO certification for the cleanroom
11. Commencement of the business operations of the New Plants ® May 2027
Notes:-

™ The commencement of construction of the New Plants will only take place after our Group obtains the approvals from the
relevant authorities.
@ Pursuant to Section 70(27)(f) of the SDBA 1974, any person who occupies or permits to be occupied any building or any part
thereof without a CCC shall be liable on conviction to a fine not exceeding RM250,000.00 or to imprisonment for a term not
exceeding 10 years or to both. As such, the said activities would only commence after the completion of construction and
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6.4.2

3

4)

after the CCC of the New Plants has been obtained to be in compliance with the abovementioned provision in the SDBA 1974
as our Group does not want to occupy or permit any person to occupy the New Plants before the said CCC is issued.
Installation of electrical wiring and piping for machines is required to be completed before the commencement of the operations
of said machines.

Installation of air compressor and its piping is required to be completed for the purpose of operations of milling machines and

auto-lathe machines as well as to facilitate the surface cleaning of the precision-machined parts and components.
®  Set up of fixtures and fittings includes, but not limited to, installation of air-conditioners and lightings.

©  Immediately and as practically possible upon obtaining the last of the relevant approvals to commence business operations of

the New Plants.

As part of the efforts of our Group in reducing our carbon footprint and contributing positively
to environmental sustainability, we also intend to equip the New Plants with an industrial-scale
solar photovoltaic system which will harvest solar energy and convert it into electricity to be
utilised at the New Plants.

In order to install a solar PV system in the New Plants, the solar PV system service provider
must undertake an assessment of the New Plants to determine amongst others the energy
requirements of the New Plants and the installation site of the solar PV system to receive
maximum sunlight. As such, we will only be able to begin the process of obtaining a solar PV
system after the completion of construction of the New Plants.

After the assessment, the service provider will then design and develop a solar PV system that
will fit the needs of the New Plants and subsequently install the system for us.

The new machines as stated in Section 3.7.2 of this Prospectus are intended to be installed in
the New Plants and are expected to further increase our estimated annual production capacity
as explained in the Section 6.4.2 below — ‘Purchase of New Machinery and Equipment’.

The total built-up area of the New Plants is estimated to be 236,948 sq ft with each measuring
approximately 118,474 sq ft. Upon completion of construction of the New Plants and assuming
we do not rent any other factories and dispose of our Plant 1, the total built-up area of all of our
Plants (excluding Plant 5) is estimated to increase by approximately 245.32% or 236,948 sq ft
from 96,586 sq ft as at the LPD to 333,534 sq ft.

Purchase of New Machinery and Equipment

As part of our business growth strategy, we intend to purchase new machinery and equipment
to increase our production capacity and service offerings to our customers, in anticipation of
increased demand from our customers based on our order book as stated in Section 11.5 of
this Prospectus as well as the feedback gathered from our major customers, particularly those
from the semiconductor industry.

However, we intend to allocate approximately RM32.88 million of the gross proceeds from our
Public Issue for the purchase of new machinery and equipment and relocation of existing
machinery and equipment within 36 months from the date of our Listing.

The details of the intended purchase using the gross proceeds from our Public Issue are as
stated in the table below.

() Number of
No. | Items Units @ Costs
Units RM’000 %
1. Auto-lathe machines 12 3,468 10.55
2. Milling machines 30 9,894 30.09
3. Turning machines 52 14,306 43.51
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() Number of

No. | Items Units 2 Costs

Units RM’000 %
4. 5-axis machining machines 2 2,924 8.89
5. Coordinate measuring machines 4 1,300 3.95
6. Image dimension measuring machines 2 440 1.34
7. Profile projectors 4 340 1.03
8. Setting up cost @) - 210 0.64
Total 106 32,882 100.00

Notes:-

™ Intended purchase within 36 months from the date of our Listing.

@ Estimated costs.

) This cost is in relation to the estimated cost for the relocation of the machinery and equipment from Plant 1, Plant
2 and Plant 5 to the New Plants.

The new machines which are intended to be purchased as stated in the table above are
intended to be installed in the New Plants and are expected to further increase our estimated
annual production capacity when the New Plants and these new machines are acquired,
installed and are operational.

The machines acquisition plan and the estimated increased production capacity are best

explained in the table below.

No. | Items As at 30 June 2023 Within 36 months
from the date of our
Listing
1. Reason for increase in Estimated N/A Additional machines
Annual Production Capacity (as stated in the
preceding table above)
acquired, installed and
fully operational
2. Estimated Annual Production Capacity
(hours per annum)
- CNC milling machines 1,202,322 1,426,369
- CNC turning machines 836,405 1,224,736
- Auto-lathe machines 448,074 537,689
- 5-axis machining machine 7,468 22,404
3. Approximate percentage of increase (%)
- CNC milling machines N/A 18.63
- CNC turning machines N/A 46.43
- Auto-lathe machines N/A 20.00
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6.4.3

6.5

No. | Items As at 30 June 2023 Within 36 months
from the date of our
Listing

- 5-axis machining machine N/A 200.00

Our additional annual production capacity after the purchase of the CNC milling machines,
CNC turning machines, auto-lathe machines and 5-axis machining machines will allow us to
grow our customer base and serve more local and international customers. Further, the
additional annual production capacity would also allow us to cater for increasing orders from
both our existing and new customers. As stated in Section 5.1.1 of this Prospectus, our total
production capacity of our Group has not changed as a result of our Group renting Plant 5.

For the avoidance of doubt, the coordinate measuring machines, image dimension measuring
machines and profile projectors are used for QA purpose and therefore would not affect our
Group’s production capacity and utilisation rate.

Purchase of Raw Materials

As part of our business strategy, we aim to maintain ample stock for our main raw materials
such as stainless steel and aluminium, which are mainly sourced from overseas suppliers. As
the raw materials we procure are considered commodity materials, they are affected by supply
and demand conditions which may lead to fluctuation in prices.

During the period of the COVID-19, we have experienced an increase in prices of stainless
steel and aluminium. We have also experienced increased shipping costs and shipping delays
due to the effects of COVID-19 on global logistics services.

We have allocated RM7.00 million of the proceeds from our Public Issue to procure and stock
our main raw materials within 12 months from the date of our Listing.

SEASONALITY

Our business is not affected by any seasonal trends.

The rest of this page has been intentionally left blank
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6.6 OUR BUSINESS AND OPERATIONS PROCESS
The diagram below depicts our main business processes.
_____________________________ ISR
Customer enquiry and joint
product development
- 1" o 1 week to
- N 3 months
Confirmation of purchase order
and production planning
. J
————————————————————————————— S i
Setting up machinery
) v
First article testing 4 weeks to
\ 6 months
v
Mass production
_____ { Collection of waste STTTTooooom--—--—--=-N Inspection and rectifying non- ]_
conformity
A Secondary processes
: (when applicable)
______ v
Il o _Di_sp_osa_l o_fw_asie o : [ Final inspection 6 weeks to
@ 2 months
Packaging, storage, and
delivery
6.6.1 Customer Enquiry and Joint Product Development
Customer enquiries are channelled to our business development and marketing department.
They will obtain the customer’s requirements and check internally on our Group’s ability to meet
the customer’s requirements before preparing a quotation for the customer’s confirmation.
During this stage, our engineering team will be involved in the process for any design and
development with our customer on their new parts or components requirement. We will firstly
design based on the customer designs and specification. This will then be reviewed by the
customer before a prototype of the product is developed. The prototype will be tested before
the customer approves the final prototype.
6.6.2 Confirmation of Purchase Order and Production Planning

Upon getting the approval from the customer on the final prototype, we will confirm the
purchase order. We do not require a deposit from our customers upon confirmation of the
purchase order. Once the purchase order has been confirmed, the engineering, production
and logistics departments will be notified. Our engineering department receives drawings and
specifications from our customers and then uses CAD and CAM software to generate detailed
processes and/or jig/fixture drawings. They also design the required jig/fixture to fulfil the order.
Our engineering team may also raise a purchase requisition for the necessary materials and
tools. Our production team will then discuss the necessary processes required to fulfil the
order. We will request for the required raw materials such as stainless steel rods and aluminium
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6.6.3

6.6.4

6.6.5

6.6.6

blocks from our Production Controller. We also request for the appropriate tools needed from
our Production Controller for the production processes.

Part of our production planning stage includes sourcing of raw materials from our approved
suppliers, suppliers recommended by our customers, or directly from our customers. Our team
will inspect and ensure that the quality of the raw materials is up to our requirements and to
ensure the quantity of raw materials is correct. If the raw materials do not pass inspection, we
will return them to our suppliers.

To ensure the stable supply of our raw materials, we endeavour to maintain the level of
inventory of raw materials that is sufficient to meet our customers’ demands for the next 3
months.

The duration from customer enquiry and joint product development to confirmation of purchase
order and production planning will vary and may take 1 week to 3 months depending on various
factors which include, but not limited to, the complexity of the precision-machined parts and
components needed.

Setting up Machinery

Our engineering team will set up the relevant machinery for the production process. This may
involve attaching certain tools as well as programming and setting parameters on the
machinery.

First Article Testing

Once the machinery has been prepared, we will produce the first article by testing and trial-
running all the required processes, tooling and CNC programming. Once the first article is
produced, we will send it to our QA department for inspection. We may undertake multiple
rounds of trial runs in order to produce a first article that will meet the customers’ specifications
and pass our quality inspections.

Mass Production

After the first article testing is completed and the first article has passed quality testing, we are
able to begin mass production. The raw materials undergo various precision machining
processes that are outlined in Section 6.1.1 of this Prospectus. Our QA department will carry
out regular in-process inspection to ensure that the precision-machined parts and components
conform to our customers’ requirements.

The duration from setting up machinery to mass production will vary and may take 4 weeks to
6 months depending on various factors which include, but not limited to, the complexity of the
precision-machined parts and components needed.

Secondary Processes

Our precision-machined parts and components then undergo secondary processes that are
outlined in Section 6.1.2 of this Prospectus. We also subcontract additional secondary
processes which include plating, deburring, polishing, coating, slotting, sandblasting, heat
treatment, tumbling, hardening, electroplating and anodising.

We carry out a qualification process on our sub-contractors prior to appointing them. We select
our sub-contractors based on a criterion that includes their machinery and equipment
capabilities. After we receive the parts or components from our sub-contractors, our QA team
will inspect the products using the AQL sampling method as described in Section 6.6.7 of this
Prospectus to ensure that they meet the quality standards and specifications required. In the

147



CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

6. BUSINESS OVERVIEW (CONT’D)
event that the products do not meet the required quality standards and specifications, we will
request for the products to be reworked by our sub-contractors.
For the avoidance of doubt, we subcontract both primary processes and secondary processes.
6.6.7 Final Inspection

Once all the primary and secondary processes are completed, our QA team will perform a final
inspection on the precision-machined parts and components based on the AQL sampling
method.

Our Group’s sampling rate for final inspection is based on the AQL sampling method and we
generally utilise general inspection level Il normal inspection with an AQL of 0.65. An AQL of
0.65 means that the acceptable level of non-conformances detected is 0.65% of the total batch.
Using this method, the number of precision-machined parts and components to be sampled
will depend on the size of the batch. For illustration purposes, based on our Group’s selected
general inspection level Il of the AQL, a batch size of 500 will result in a sample size of 50 parts
and components to be inspected.

After determining the sample size, we will then determine the acceptance number and rejection
number based on the AQL of 0.65. The acceptance number refers to the maximum number of
non-conformances allowed within the sample while the rejection number refers to the number
of non-conformances detected within the sample which would lead to the entire batch being
rejected.

For illustration purposes, based on our Group’s selected sample size of 50 parts and
components to be inspected and AQL of 0.65, the acceptance number is 0 while the rejection
number is 1. This means that if 1 sample is found to be non-conforming during final inspection,
the entire batch of 500 parts will be sent back to our production team.

Our production team is required to sort out this batch of products into conforming and non-
conforming products. The conforming products will then be sent to our QA team for re-
inspection based on the AQL sampling method as described above. After the re-inspection by
our QA team, the conforming products will be accepted and become our finished goods to be
delivered to our clients.

In contrast, the non-conforming products will be checked by our production team again on
whether they could be reworked or otherwise they would be scrapped. For the products which
could be reworked, 100.00% of the reworked products will be re-inspected by our QA team
before they become our finished goods to be delivered to our clients.

Based on our past experiences, any non-conforming products identified during the final
inspection stage are most likely not caused by our sub-contractors’ work as our QA team has
inspected the sub-contractors’ work upon delivery by our sub-contractors to us as described in
Section 6.6.6 of this Prospectus. As this is the QA practice, any non-conformance of our sub-
contractors’ work would have been identified in that particular production stage before the
remaining production process is allowed to continue.

Some of the final precision-machined parts and components that are sent to our clients may
have gone through more than one cycle of the process as described above before being
delivered to the clients of our Group.

The ultimate purpose of the QA of our Group is to improve on the acceptance rate and reduce
the rejection rate based on total manufactured parts and components.
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For the Period Under Review, the targeted acceptance rate, targeted rejection rate, actual

acceptance rate and actual rejection rate for our manufactured parts and components are as

stated in the table below.

FYE 30 FYE 30 FYE 30 FYE 30 FYE 30

No. | ltems June 2019 June 2020 June 2021 June 2022 | June 2023
1. Targeted acceptance rate (") 97.20% 97.50% 97.50% 97.50% 97.50%
2. Targeted rejection rate @ 2.80% 2.50% 2.50% 2.50% 2.50%
3. Actual acceptance rate @ 98.88% 98.88% 98.52% 98.08% 97.45%
4. Actual rejection rate ) 1.12% 1.12% 1.48% 1.92% 2.55%

Notes:-

™ Not less than the stated targeted acceptance rate.

@ Not more than the stated targeted rejection rate.

) The actual acceptance rate is based on the number of parts and components that are accepted against the total number of

parts and components manufactured.
@ The actual rejection rate is based on the number of parts and components that are scrapped against the total number of parts
and components manufactured.

The actual acceptance rate decreased by 0.63% from 98.08% in FYE 30 June 2022 to 97.45%

in FYE 30 June 2023 due mainly to the relatively higher actual rejection rate of 2.55% in FYE

30 June 2023 (which exceeded the targeted rejection rate of 2.50%) mainly due to the

mishandling errors committed by mostly newly hired local employees (who usually require a

period of training) in relation to the development of new parts and components for new and

existing customers of the Group.

6.6.8 Packaging, Storage and Delivery

The precision-machined parts and components are then packed and stored. We are able to
provide our customers with packaging methods based on their specifications. Once the
precision-machined parts and components are packed, they will be labelled accordingly. When
ready for delivery, a delivery order will be issued.

The precision-machined parts and components are either collected from our facilities by our
customers or delivered via third-party logistics providers to our customers, who bear the
delivery costs. Our Group does not offer product warranty for our precision-machined parts
and components. Nonetheless, should our customers identify any defects in the precision-
machined parts and components upon acceptance of the precision-machined parts and
components, we will rework the non-conforming products before delivering it to our customers
again. Similarly, as described in Section 6.6.6 of this Prospectus, if we identify any defects in
the work of our sub-contractors, we will request them to rework on the parts and components.

For the Period Under Review, the targeted acceptance rate, targeted rejection rate, actual
acceptance rate and actual rejection rate by our customers are as stated in the table below.

FYE 30 FYE 30 FYE 30 FYE 30 FYE 30
No. | Items June 2019 | June 2020 | June 2021 | June 2022 | June 2023
1. Targeted acceptance rate (") 97.00% 97.00% 97.00% 97.00% 97.00%
2. Targeted rejection rate @ 3.00% 3.00% 3.00% 3.00% 3.00%
3. Actual acceptance rate ® 99.19% 99.71% 99.18% 99.78% 98.78%
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FYE 30 FYE 30 FYE 30 FYE 30 FYE 30
No. | Items June 2019 | June 2020 | June 2021 | June 2022 | June 2023
4, Actual rejection rate ) 0.81% 0.29% 0.82% 0.22% 1.22%
Notes:-
™ Not less than the stated targeted acceptance rate.
@ Not more than the stated targeted rejection rate.
®  The actual acceptance rate is based on the number of parts and components that are accepted against the total number of
parts and components delivered to our customers.
®  The actual rejection rate is based on the number of parts and components that are returned against the total number of
parts and components delivered to our customers.
The duration from secondary processes (when applicable) to packaging, storage, and delivery
will vary and may take 6 weeks to 2 months depending on various factors which include, but
not limited to, the complexity of the precision-machined parts and components needed.
6.6.9 Collection and disposal of waste

During the primary processes such as milling, turning, and lathe, we utilise coolants to lubricate
and to cool the metal rods and blocks as well as the cutting tools being used. Additionally,
small metal chips are also generated during primary processes when the metal rods and blocks
are cut to the design and specifications. We also utilise chemicals such as inorganic acids
during the testing process for our electroplating line and anodising line and utilise lubricant oils
for our lapping and grinding machines. The used coolants, used inorganic acids and lubricant
oils are considered as chemical wastes. The metal chips and chemical wastes are considered
as waste and will be collected and placed in appropriate waste containers that are clearly
labelled, which will then be stored in specified areas away from the manufacturing area and we
will arrange for our appointed waste collectors to collect our waste and dispose of it
appropriately.

Kindly refer to Section 6.23.1(iv) of this Prospectus for the relevant laws, regulations, rules and
requirements and past non-compliances in regard to our Group’s waste management.

6.7 SALES AND MARKETING STRATEGIES

Our sales and marketing activities are carried out mainly by our business development and
marketing department. Sales are principally conducted through direct sales and we employ
various marketing strategies to increase our presence in existing and potential markets.

Additionally, in April 2021, Mr. Akira Nakashima joined us as Chief Operating Officer for
International Business Development of Champion PE. The introduction of Mr. Akira Nakashima
as a native Japanese speaker assists us in continuing to develop business relationship with
our Japanese customers as well as our customers in other countries which are part of the group
of Japanese MNCs as he would be able to better understand the needs of these customers.
In addition to liaising with the said existing customers, Mr. Akira Nakashima also assists us in
attracting potential Japanese customers as well as customers such as Japanese MNCs outside
of Japan. We intend to secure more Japanese customers or Japanese MNCs customers who
are involved in the semiconductor industry.

The revenue contributions from Japan for the FYE 30 June 2019, FYE 30 June 2020, FYE 30
June 2021, FYE 30 June 2022 and FYE 30 June 2023 (Period Under Review) were
approximately RM0.02 million, RM 0.10 million, RM 0.13 million, RM0.27 million and RM1.07
million respectively and the revenue contribution from Fujikin Group, which is a Japanese
MNCs for the FYE 30 June 2019, FYE 30 June 2020, FYE 30 June 2021, FYE 30 June 2022
and FYE 30 June 2023 (Period Under Review) was approximately RM6.63 million, RM13.24
million, RM16.64 million, RM25.15 million and RM22.84 million respectively.
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We also participate in international conventions and trade fairs to increase our exposure to the
market, highlight our capabilities to potential new customers, and to keep abreast of new
industry developments. Some of the conventions and trade shows in the past that we have
attended are as stated in the table below.

No. | Month and Year | Name of Convention or Trade Show Location

1. June 2016 Medical Device Development Expo Tokyo, Japan

2. April 2018 Hannover Messe Hannover, Germany

3. November 2018 COMPAMED Trade Fair Disseldorf, Germany

4, September 2018 | International Manufacturing Technology Show | Chicago, USA

5. November 2019 COMPAMED Trade Fair Dusseldorf, Germany

6. December 2022 SEMICON Japan exhibition Tokyo, Japan

7. September 2023 | SEMICON Taiwan exhibition Taipei, Taiwan
In light of the COVID-19 and resulting closure of international borders, our Group has not
participated in any conventions or trade shows for 2020 and 2021. Upon the re-opening of
more international borders, we began to resume our participation in conventions and trade
shows. In December 2022, we attended the SEMICON Japan exhibition in Tokyo, Japan.
Furthermore, we also participated in the SEMICON Taiwan exhibition held in Taipei, Taiwan,
in September 2023.
Additionally, our corporate website (www.cpetbhd.com) comprises details such as our profiles,
products and services and contact details. As the website can be accessed globally, we believe
that it enables us to reach a larger market and raise awareness of our Group’s capabilities to
potential new international customers. We are also a member of the Singapore Precision
Engineering and Technology Association.

6.8 MATERIAL MACHINERY

The material machines owned by our Group as at 30 June 2023 are as stated in the table
below.

Number of Units

as at 30 June Age Range of NBYV as at 30

No. Machines 2023 Machines June 2023
Units Years RM’000

1. CNC milling machines M 161 Oto 24 12,803
2. CNC turning machines @112 0to 22 11,450
3. Auto-lathe machines 4 62 2t015 7,743
4. 5-axis machining machine 1 1 704
Total 336 N/A 32,700

Notes:-
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™ 55 CNC milling machines have exceeded the average useful lifespan of 10 years as at 30 June 2023.
@ 30 CNC turning machines have exceeded the average useful lifespan of 10 years as at 30 June 2023.
® 8 auto-lathe machines have exceeded the average useful lifespan of 10 years as at 30 June 2023.

The machines owned and operated by our Group has an average useful lifespan of 10 years.
Although our Group owns and operates machines that exceed their average useful lifespan,
the said machines can still be used. With scheduled maintenance, machines that have
exceeded their average useful lifespan can still operate efficiently and will be used mainly for
the manufacturing of the precision machined parts and components which do not require high
precision. This arrangement is necessary to match the requirements needed for precision
machined parts and components based on their respective levels of precision.

In general, we do not have a disposal policy regarding the machines that we utilise.
Nevertheless, we will only dispose of machines, if necessary, after 10 years. We may dispose
of machines after 10 years due to reasons such as high cost of repair, when the conditions of
machines not able to meet our requirements after being repaired, as well as old units being
phased out to accommodate new units due to space management in our Plants.

The rest of this page has been intentionally left blank
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6.11

OPERATING CAPACITIES AND OUTPUT

Our Group utilises a number of different machinery and equipment to manufacture precision-
machined parts and components according to the design and specifications of our customers.
Depending on the type of precision-machined parts and components manufactured, the type
of machinery and equipment used as well as the production time will vary.

Our production capacity and utilisation rate of our machinery for the FYE 30 June 2023 are as

stated in the table below.

No.

Types of Machinery

Number of
Units as of
30 June 2023

() Estimated
Maximum
Annual
Capacity

Actual
Production
Time per
annum

@ Annual
Production
Capacity
Utilisation
Rates

Unit

Hour

Hour

%

CNC milling machines

161

1,202,322

844,619

70.25

CNC turning machines

112

836,405

592,204

70.80

Auto-lathe machines

® 60

448,074

349,498

78.00

4. 5-axis 7,468 5,825 78.00

machine

machining 1

Notes:-
™ Estimated maximum annual capacity = Number of units x Maximum production running time for each unit x 365
days per year x Percentage of number of operating days per annum. The maximum production running time is
based on 2 shifts per day, 8 hours per shift and overtime of 4 hours per shift, with a total break time of 1 hour per
shift.
The percentage of number of operating days per annum of 93.00% is applied based on 339 operating days divided
by 365 days a year, rounded up to the nearest percent to obtain 93.00%. Number of operating days is based on
365 days a year and subtracting 2 days of shutdown per month (24 days per year) and 2 days for festive period
(Chinese New Year) for 339 operating days.
@ The utilisation rate is calculated based on the actual production time per annum divided by estimated maximum
annual capacity multiplied by 100.00%.
©®  Not including the 2 auto-lathe machines which are no longer in use and have been fully depreciated. Our Group
intends to dispose of these 2 auto-lathe machines.

Due to the specification and complexity of the precision-machined parts and components we
manufacture, not all types of machinery are used during the production process as the product
may not undergo each type of machinery in the manufacturing process. Furthermore, our
Group has to manage the utilisation of machinery to ensure there is spare capacity to cope with
sudden unanticipated increases in demand from our customers. We will consider the capacity
of both our machinery and workers, undertake production planning and scheduling in order to
ensure there is spare capacity to cope with the sudden unanticipated increase in demand from
our customers.

D&D

We do not carry out any R&D activities. However, we are involved in D&D activities with our
customers for the development of their new products. Before we are able to commence with
mass production of our customers’ new products, engineers from both parties will work together
to develop the product's design and finalise the required product specification. We also
determine the required processes and materials, the product assurance and the
manufacturability of the new product. As different customers have different requirements for
their products and different industry standards they need to achieve, our D&D activities may
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6.12

6.13

differ from one product to another. Our Group does not generate revenue from our D&D
activities. In order to keep abreast of technological advancements and development of new
products and services in a timely manner, the personnel of our Group will attend road shows
and seminars.

TECHNOLOGY USED OR TO BE USED

We use the following technology in our manufacturing processes:-

(i)

(i)

(iii)

CNC machinery

We use CNC machinery to carry out our primary processes such as milling and turning.
Our team utilises CAD software to create drawings of the precision-machined parts and
components. The drawings are then translated by computers into numbers, which are
then used as coordinates to guide the CNC machinery on where the metal blocks and
rods need to be cut.

Computer software

We utilise both CAD and CAM software to aid in our primary processes. CAD software
is used to create 2-dimensonal or 3-dimensonal computer models of the precision-
machined parts and components. This enables our engineering team to design the parts
and components according to the design and specifications of our customers. We utilise
various CAD software such as SolidWorks.

In addition, we utilise CAM software such as SolidCAM. CAM software generates the
programmes for our CNC machines to manufacture the precision-machined parts and
components based on the designs created using CAD software.

Robotic machinery

We own a robotic arm which could be used
to replace manpower in the operation of
machines. The robotic arm is able to load
and unload items into and from the
machines.

QUALITY ASSURANCE PROCEDURES

Our Group is committed to consistently producing high-quality products for our customers. In
order to achieve this, we have put in place various QA processes during the pre-production,
production, as well as post-production stages. These QA processes help to ensure the quality
of our products and services and our consistency in providing them.
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6.

BUSINESS OVERVIEW (CONT’D)

QA Processes

During the pre-production process, our team will work together with our
customers to determine the final product design and specifications. We will
then conduct production planning whereby we plan the engineering
processes required, programme the CNC machinery, as well as the overall
flow of the manufacturing processes. We also set up the machinery to qualify
that the manufacturing processes can be conducted effectively.

In order to ensure that the precision-machined parts and components meet
the design and specifications of our customers, we carry out various QA
processes during our manufacturing activities. This includes randomly
testing the precision-machined parts and components visually using AQL
sampling method as described in Section 6.6.7 of this Prospectus as well as
using precision measuring machinery and equipment to check its
dimensions. Any parts and components that do not conform to the design
and specifications will be reworked, and if the reworked parts and
components are still nonconforming and could not be further reworked, they
will be scrapped.

No. | Stage

1. Pre-production
2. Production

3. Post-production

The precision-machined parts and components undergo final inspection
before they are packed and stored to await delivery. Kindly refer to Section
6.6.7 of this Prospectus for further details of our final inspection process.
Prior to delivering the precision-machined parts and components to our
customers, we conduct additional checks such as checking the items for
delivery against the sales orders.

As a testament to our commitment to provide our customers with quality parts and components,
our QMS has been accredited with ISO 9001:2015 from the British Assessment Bureau under
the scope “provision of precision machining for electro-mechanical parts and its mechanical
sub-assembly, worldwide”.

Aside from ensuring that our precision-machined parts and components consistently meet the
required quality from our customers, our QMS also enables us to identify areas for
improvement, as well as identify any opportunities or potential risks for our Group.

The rest of this page has been intentionally left blank
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CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

6. BUSINESS OVERVIEW (CONT’D)
6.17 IMPACT OF COVID-19 ON OUR GROUP
6.17.1 COVID-19 in Malaysia

COVID-19 was officially declared a pandemic by the Director General of the WHO on 11 March
2020. In light of the COVID-19, the Government had announced various stages of lockdown
measures across different states or localities in the country at different point in time since 18
March 2020 until the announcement of the “transition to endemic” phase in order to contain the
outbreak. The stages of lockdown imposed include MCO, conditional MCO, recovery MCO,
enhanced MCO, full lockdown MCO as well as the NRP. The NRP is a 4-phase strategy based
on 3 indicators, namely the percentage of the population protected against COVID-19, based
on the number of people that have received complete dose of vaccines, the number of
symptomatic new hospital admissions, and the capability of public healthcare system based on
the bed utilisation rate in intensive care unit wards. The Government had announced that
Malaysia would transit from the NRP into the “transition to endemic” phase beginning 1 April
2022 whereby restrictions have been further eased. This includes abolishing limits on
workforce capacity, allowing interstate travel for all, as well as abolishing restrictions on
business hours. On 5 May 2023, the WHO declared an end to the pandemic as it had been on
a downward trend due to the increasing population immunity facilitated by vaccination along
with a reduction in strain on healthcare systems. The Government then further relaxed the
nation’s COVID-19 SOPs such as lifting mask requirements and reduced the quarantine period.

During the different lockdown stages, various measures and restrictions were put in place to
limit the spread of the virus. Government and private premises, except for those involved in
essential services or industries with special permissions, were required to close and temporarily
cease operations. For businesses providing essential services or in industries with special
permission, the workforce had to be reduced to a lower capacity. Furthermore, travel
restrictions were also imposed.

As our business operations fall under essential services, we were allowed to resume
operations, at 50.00% workforce capacity, after obtaining approvals from the MITI and under
strict SOPs set by the MITI. Champion PT and Champion C were able to resume operations
after receiving approvals from the MITI on 28 March 2020 and 17 April 2020 respectively. The
maximum workforce capacity allowed during the different lockdown stages were amended from
time to time by the Government. We resumed operations at full capacity workforce on 13 May
2020 and on 25 October 2021 after each preceding periods of disruption.

For the year 2020, none of our Group’s employees in Malaysia have tested positive for COVID-
19. For the year 2021, we have had 147 employees in Malaysia infected with COVID-19.

In February 2021, there were several positive cases detected in the neighbouring industrial
premises of our Existing Plants. Our management team then decided to conduct a Group-wide
mass testing exercise of all our employees, during which 62 of our employees tested positive
for COVID-19. We then contacted the local health authority, Pejabat Kesihatan Johor Bahru,
who then instructed all affected employees to undergo quarantine. As a result of the COVID-
19 cases, the MOH issued Champion PT a shutdown notice effective from 10 February 2021
to 14 February 2021 for sanitisation of all our Existing Plants. After a follow-up check, MOH
granted us permission to resume our manufacturing activities on 15 February 2021. In
February 2021, several additional employees tested positive for COVID-19, leading to a total
of 81 of our employees tested positive for COVID-19. Our Group was not issued any penalty
or compound following the shutdown notices.

Our Group continued to record positive COVID-19 cases sporadically throughout 2021. 2 of
our employees tested positive in March 2021, and 2 employees tested positive in July 2021.
In August 2021 and September 2021, there were 23 and 38 employees of our Group
respectively that tested positive. However, we were not required to shut down our
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6.17.2

manufacturing facilities. Our affected employees were required to quarantine in designated
hostels or at home. 1 of our employees tested positive in October 2021.

Our Group also continued to record positive COVID-19 cases from January 2022 to March
2022. In January 2022 and February 2022, there were 1 employee and 30 employees
respectively that tested positive for COVID-19. In early March 2022, there was a spike in
number of positive cases detected amongst our employees. As a result, we were issued a
shutdown notice from the MOH to temporarily cease operations at all of our Existing Plants
from 7 March 2022 to 13 March 2022. We did not incur any penalty or compound following the
issuance of the shutdown notices by the MOH. After a follow-up check, MOH granted us
permission to resume our manufacturing activities on 14 March 2022. As at 31 March 2022,
100 of our employees has tested positive for COVID-19 in the month of March 2022. From
April 2022 to December 2022, 32 of our employees tested positive for COVID-19. Our Group
were not issued additional shutdown notices for the remainder of the calendar year 2022. From
January 2023 up to 5 July 2023, none of our employees tested positive for COVID-19.
Following the Majlis Keselamatan Negara’s SOP issued on 5 July 2023, which recommends
testing for symptomatic employees, we now conduct testing only when our employees are
symptomatic.

As at the LPD, all of our employees in Malaysia are fully-vaccinated and 85.08% of our
employees in Malaysia have received their booster shot. We did not meet the criteria to qualify
for the Wage Subsidy Programme by the Government.

As at the LPD, there has not been any breach of laws relating to COVID-19 restrictions or SOPs
which may lead to penalties by the relevant authorities.

COVID-19 in Singapore

In response to the COVID-19, the Singapore government had announced various stages of
safe distancing measures, as a circuit breaker, safe management measures and restrictions
across the country at different points in time from 7 April 2020 in order to contain the outbreak.
From 7 April 2020, Singapore entered into the Circuit Breaker Period in order to pre-empt
escalating COVID-19 infections. The circuit breaker started on 7 April 2020 and ended on 1
June 2020. Singapore embarked on a 3-phased approach to resume business activities safely.
Different measures and restrictions were imposed during the Circuit Breaker Period and the
subsequent phases (namely, Phase 1, Phase 2 and Phase 3) and adoption of heightened alert
measures. These measures and restrictions which included the closing of non-essential
workplaces, adoption of safe management measures, adoption of contact tracing and safe
entry, encouraging work-from-home measures and travel restrictions were put in place,
together with the closure of the Singapore’s international borders. The Singaporean
Government has since introduced a multi-phase approach to resume more economic and
social activities to safely manage the COVID-19 after the “circuit breaker lockdown”. Given the
current stabilisation of global and local COVID-19 situation, Singapore is now moving out of the
acute phase of the pandemic. Starting from 13 February 2023, Singapore will adjust its disease
outbreak response system condition framework to green from yellow. This framework, which
uses a colour-coded approach to indicate the current disease situation, will reflect the stable
and controlled state of the pandemic in the country. Following this transition, all safe
management measures, with the exception of mask wearing in healthcare settings, will be lifted
completely.

Champion PE was not required to cease operations during the Circuit Breaker Period and had
received an approval letter from the Ministry of Trade and Industry of Singapore dated 14 April
2020 to continue operating. However, we were required to comply with SOPs such as
operating with a reduced workforce in our facility in order to curb the spread of the virus. As
such, our employees were put on rotation whereby some of them were working from home and
some of them were working on-site from 7 April 2020 to 25 April 2022. The restrictions being

176



CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

BUSINESS OVERVIEW (CONT’D)

6.17.3

imposed were revised and reviewed by the Singaporean Government in developing COVID-19
situation in the country.

For the year 2020, none of our Group’s employees in our Singapore facility was tested positive
for COVID-19. For the year 2021, 1 of our Group’s employees in our Singapore facility tested
positive for the virus. The positive case was detected on 18 November 2021. We then closed
our facility on 19 November 2021 to sanitise and disinfect the facility.

Champion PE was found to have committed an offence under COVID-19 (Temporary
Measures)(Control Order) Regulations 2020 and was notified by the MOM SG on 29 July 2020
and ordered to pay a composition sum of SGD1,000.00 by 13 August 2020. Champion PE was
in breach of regulation 13E(1)(k) of the COVID-19 (Temporary Measures)(Control Order)
Regulations 2020, that the Champion PE had, on 29 July 2020, failed as a permitted enterprise,
to have appropriate internal policies and procedures and adequate controls to:-

(i) Monitor and ensure compliance by the permitted enterprise and its permitted enterprise
workers of part 3A and schedule 2 of SG Covid Regulations 2020; and

(ii) Remedy without a delay any instances of such non-compliance; and

(i) Conduct an adequate analysis of the risks of COVID-19 infections arising from the
permitted enterprise’s business, undertaking or work and make recommendations to
mitigate any risks identified to the permitted enterprise, including appointing at least one
individual as a safe management officer (with such assistants as may be needed) to
effectively perform the duties mentioned in sub paragraphs (i), (ii) and (iii).

Champion PE had, on 13 August 2020, submitted an appeal to MOM SG. On 14 August 2020,
MOM SG notified Champion PE that the appeal was unsuccessful and instructed Champion
PE to make payment of the fine by 28 August 2020.

Champion PE had, on 18 August 2020, fully paid the compound issued by MOM SG. Following
the above, we do not foresee any repercussion as there was no issue of late payment since
there was an on-going appeal (which was unsuccessful).

Champion PE had also adopted the safe management measures since 11 August 2020, which
includes, but not limited to, the procedure in relation to how to handle situation when there are
any COVID-19 cases in Champion PE as well as the responsibility of safe management officer.
It had also established the workplace safety team. The workplace safety team of Champion
PE, including the safe management officer, was responsible to ensure the procedures under
the safety measurement guidelines were adhered to.

Following the revocation of the safe management measures under the COVID-19 (Temporary
Measures)(Control Order) Regulations 2020 and revocation of Workplace Safety and Health
(COVID19 — Safe Workplace) Regulations 2021 with effect from 13 February 2023, Champion
PE had ceased to retain the safe management measures.

We received approximately SGDO0.12 million in the FYE 30 June 2020 and SGDO0.12 million in
the FYE 30 June 2021 pursuant to the COVID-19-related wage subsidies under the Job
Support Scheme introduced by the Singapore government.

Measures to Commence and Continue Our Business Operations

In Malaysia, the SOPs in place included providing soap and water for handwashing or hand
sanitiser, ensuring that face masks were worn indoors, as well as daily disinfecting and
sanitising of our premises. As the Malaysian Government had further relaxed COVID-19 SOPs,
we no longer impose any COVID-19 related SOPs in our Malaysian premises.
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In Singapore, the SOPs in place included daily cleaning of the premises, implementation of
system for safe management measures, and appointing a safe management officer to assist in
the implementation, coordination and monitoring of the safe management measures at the
workplace.

Since all safe management measures have been lifted completely in Singapore since 13
February 2023, Champion PE no longer imposes any COVID-19 related SOPs at its premises.

In Malaysia, the cost of implementing the COVID-19 SOPs was approximately RM0.009 million
for the FYE 30 June 2020. For the FYE 30 June 2021, the cost of implementing the COVID-
19 SOPs was approximately RM0.05 million. For the FYE 30 June 2022, the cost of
implementing the COVID-19 SOPs was approximately RM0.13 million. These costs include
the cost of COVID-19 tests and vaccinating our employees under the PIKAS, a public-private
partnership vaccination program. Our Group did not incur any costs related to implementing
COVID-19 SOPs for the FYE 30 June 2023 in Malaysia due to the easing of COVID-19
restrictions.

In Singapore, the cost of implementing the COVID-19 SOPs was approximately SGD0.0005
million for the FYE 30 June 2020. For the FYE 30 June 2021, the cost of implementing the
COVID-19 SOPs was approximately SGD0.002 million. For the FYE 30 June 2022, the cost
of implementing the COVID-19 SOPs was approximately SGD0.005 million. These costs
include purchasing sanitisers, face masks and COVID-19 tests for our employees as well as
the cost of sanitising and disinfecting our premises. Our Group did not incur any costs related
to implementing COVID-19 SOPs for the FYE 30 June 2023 in Singapore as COVID-19 SOPs
are no longer imposed in Champion PE’s premises.

The costs of implementing the COVID-19 SOPs in Malaysia and Singapore were not material
to our Group.

Impact of COVID-19 on Our Supply Chain

As a result of the COVID-19 which resulted in global logistics issues such as shortage of
shipping containers and congestion at ports, our Group has experienced longer lead times for
our raw materials namely stainless steel in the FYE 30 June 2020, FYE 30 June 2021 and FYE
30 June 2022. Kindly refer to Section 6.9 of this Prospectus for further details of the lead time
for our raw materials namely stainless steel during the Period Under Review.

On the other hand, we have experienced slight delays in delivery of our precision-machined
parts and components to our customers and recognition of the corresponding revenue for the
said deliveries during the FYE 30 June 2020, FYE 30 June 2021 and the FYE 30 June 2022
due mainly to the global logistic issues as mentioned above and shutdown of our manufacturing
operations during the period from 18 March 2020 to 27 March 2020, 10 February 2021 to 14
February 2021 and 7 March 2022 to 13 March 2022. Our revenue recognition for the said
delayed deliveries were based on our accounting policies as stated in Section 2.2.20 of Section
12 of this Prospectus. We have informed our customers of any delays in delivery and as at the
LPD, we have not experienced any penalties imposed by our customers due to increased
delivery times as our Group and our customers have mutually agreed to alter the delivery
timeline as needed. As at the LPD, the said delayed deliveries have been fulfilled. In addition,
there was no cancellation of orders as a result of COVID-19 and MCO or any variations thereof.

Our Group was not significantly affected by the increase in freight rates caused by the COVID-
19. Delivery of our precision-machined parts and components is undertaken by third-party
logistics providers whereby the delivery costs are borne by our customers. In the event that
our customers request for expedited shipping by air freight, the additional cost of shipping is
also borne by them.
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6.17.6

Impact of COVID-19 on Our Manufacturing Activities

Aside from the initial period from 18 March 2020 to 27 March 2020, we were permitted to
operate during the various lockdown stages, albeit under different operating capacities based
on which lockdown stage was in effect, and we were able to continue manufacturing the
precision-machined parts and components for our customers. During the lockdown stages
where we were not able to operate and/or operate in full capacity, we had informed our
customers on the lockdown situation in Malaysia and had rescheduled the delivery of our
precision-machined parts and components. In addition, the measures imposed during the
various lockdown stages had prevented us from travelling internationally as well as meet
potential customers face-to-face.

Following the outbreak of COVID-19 amongst our employees, we were issued a shutdown
notice by the MOH and we were unable to carry out our manufacturing activities in Malaysia
from 10 February 2021 to 14 February 2021. We were issued another shutdown notice by the
MOH and we were unable to carry out our manufacturing activities in Malaysia from 7 March
2022 to 13 March 2022. We had informed our customers regarding our shutdown and had
rescheduled the delivery of our precision-machined parts and components. We have not
incurred any penalties from our customers related to said delivery delays.

However, during the time when we were unable to operate, we continued to incur fixed costs
including depreciation cost and staff costs. Such costs amounted to approximately RM0.67
million for the period from 18 March 2020 to 27 March 2020. During the period from 10
February 2021 to 14 February 2021, such costs incurred were approximately RM0.28 million
and this period coincided with our scheduled shutdown in conjunction with the Chinese New
Year. For the period from 7 March 2022 to 13 March 2022 where we were unable to operate,
we incurred costs of approximately RM0.60 million.

Impact of COVID-19 on Our Liquidity and Profitability
There is no material impact to our Group’s liquidity, including the collectability of our trade
receivables and cash flows, and our profitability, from the impact of the COVID-19 and/or the

MCO and variations thereof.

You may refer to the relevant sections as stated in the table below for further details in regard
to the above.

No. | Iltem Reference to Section in this Prospectus

1. Our financial performance and financial position during the | Section 11.1 of this Prospectus
Period Under Review

2. Our cash flows during the Period Under Review Section 11.4.2 of this Prospectus

3. Our trade receivables turnover periods and current ratios | Section 11.4.8 of this Prospectus
for the Period Under Review

The rest of this page has been intentionally left blank
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CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

BUSINESS OVERVIEW (CONT’D)

6.21

6.22

6.22.1

MATERIAL DEPENDENCY CONTRACTS

As at the LPD, there are no contracts, including commercial or financial contracts, on which we

are materially dependent for our business or profitability.

EMPLOYEES

As at the LPD, we have 604 employees, of which 583 are based in Malaysia, and 21 are based
in Singapore. Out of our 604 employees, 2 of them are employed by both Champion PT
(Malaysia) and Champion PE (Singapore). The breakdown of our employees as at 30 June
2023 and as at the LPD is as follows:-

Employees in Malaysia

The details of our employees in Malaysia are as summarised in the table below.

Number of Employees
As at 30 June

No. | Category of Employees 2023 | As at the LPD
1. Managerial 27 27
2. Professionals/Accountants/Engineers 8 8
3. Supervisor/Technician/Maintenance/Officer/Leaders 64 64
4, Clerical Support 31 28
5. Service and Sales Workers 2 2
6. Machinist/Operator/QA 500 454
Total 1) 632 (1) 583
Nationality
1. Malaysian 368 331
2. Foreign

Managerial 2 2

Professionals/Accountants/Engineers 3 3

Supervisor/Technician/Maintenance/Officer/Leaders 22 19

Clerical Support 1 1

Service and Sales Workers - -

Machinist/Operator/QA 236 227
Subtotal (1) 264 (1) 252
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CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

BUSINESS OVERVIEW (CONT’D)

6.22.2

Number of Employees

As at 30 June

No. | Category of Employees 2023 | As at the LPD

Total (1632 (1 583

Note:-

™ Mr. Mu and another employee of Champion PT, the latter who is primarily tasked to supervise the secondary
processes of our Group, are also included in ‘Employees in Singapore’ (in the table below) as they are also under
the employment of Champion PE.

As at the LPD, save for 11 practical students which are our contractual employees, all of our
employees in Malaysia are permanent employees.

As at the LPD, all of our foreign employees in Malaysia hold valid working permits and the
general validity period of the working permits for our foreign employees is 1 year.

Prior to 4 January 2022, all foreign workers of Champion PT were supposed to work only at
Plant 1 based on the designated place as stated in their work permits. However, there were
foreign workers who were working in other of our Existing Plants. Our Group was under the
wrong impression that the work permits obtained for our foreign workers allow our foreign
workers to work in any of our Existing Plants until being advised by the DDWG on otherwise.

Champion PT had, on 23 December 2021, applied to the Immigration Department of Malaysia
to change the work place of its 141 foreign workers from Plant 1 to Plant 2.

Subsequently, on 4 January 2022, approval was obtained by Champion PT.

Following the said approval, Champion PT has placed all its foreign workers in either Plant 1
or Plant 2. Our Group will ensure continuous compliance of this requirement.

There were no penalties incurred in regard to the above said past non-compliance. Pursuant
to Section 39 of the Immigration Regulations 1963, the potential penalties are in the form of
fine not exceeding RM1,000.00 or a term of imprisonment not exceeding 6 months or both.

In addition, as the above said non-compliance has been rectified since 4 January 2022, we do
not expect any retrospective action to be taken by the relevant authority for the period of non-
compliance.

As at the LPD, none of our employees in Malaysia are member of any union nor have there
been any major industrial disputes in the past.

As at the LPD, our Group has complied with the Minimum Wages Order 2022.
Employees in Singapore

The details of our employees in Singapore are as summarised in the table below.

Number of Employees
As at 30 June
No. | Category of Employees 2023 | As at the LPD
1. | Managerial (UK} OF:]
2. Accounts and human resources 2 2
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CPE TECHNOLOGY BERHAD
Registration No.: 202101015732 (1416032-X)

6. BUSINESS OVERVIEW (CONT’D)
Number of Employees
As at 30 June
No. | Category of Employees 2023 | As at the LPD
3. Logistics 1 1
4. Purchasing 1 1
5. QA 4 4
6. Sales 4 4
7. | Warehouse 1 1
Total 21 M 21
Nationality
1. Singaporean/Permanent Resident 15 15
2. Foreign
Accounts and human resources 1 1
Sales 2 2
QA 3 3
Subtotal 6 6
Total (1) 21 (1 21
Note:-
™ Mr. Mu and another employee of Champion PE are also included in ‘Employees in Malaysia’ (in the table above) as
they are also under the employment of Champion PT.
As at the LPD, all our foreign employees in Singapore hold valid working permits/employment
pass and the general validity period for the working permits/employment pass of our foreign
employees is 2 years.
As at the LPD, none of our employees in Singapore are member of any union nor have there
been any major industrial disputes in the past.
6.23 REGULATORY REQUIREMENTS AND ENVIRONMENTAL ISSUES

Our business is regulated by, and in some instances required to be licenced under specific
laws of Malaysia and Singapore. The relevant laws and regulations governing our Group which
do not purport to be an exhaustive description of all laws and regulations of which our business
is subject to are summarised below.

As at the LPD, our Group is in compliance with the governing laws, regulations, rules or
requirements relating to our business.

The rest of this page has been intentionally left blank
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6.23.1 Governing Laws, Regulations, Rules or Requirements to our Business in Malaysia

(i)

(ii)

Industrial Co-Ordination Act 1975 (ICA 1975)

Pursuant to the ICA 1975, no person shall engage in any manufacturing activity unless
he is issued with a licence in respect of such manufacturing activity. The ICA 1975
defines “manufacturing activity” as the “making, altering, blending, ornamenting, finishing
or otherwise treating or adapting any article or substance with a view to its use, sale,
transport, delivery or disposal and includes the assembly of parts and ship repairing but
shall not include any activity normally associated with retail or wholesale trade”. Failure
to comply is an offence under the ICA 1975 and the person is liable, on conviction to a
fine not exceeding RM2,000.00 or to a term of imprisonment not exceeding 6 months
and to a further fine not exceeding RM1,000.00 for every day during which such default
continues.

Manufacturing companies with shareholders’ funds of RM2.50 million and above or
engaging 75 or more full-time paid employees are required to apply to the MITI for a
manufacturing licence.

As at the LPD, we have valid MITI Licences for all of our Existing Plants.

As stated in Section 6.19 of this Prospectus, Champion PT has yet to comply with the
conditions of MITI Licence for Plant 1, Plant 2, Plant 4 and Plant 5 in regard to the total
workforce of Champion PT which shall consist at least 80.00% Malaysian citizen by 31
December 2024. As at the LPD, the total workforce of Champion PT consists
approximately 54.84% of local workforce. Kindly refer to Section 6.19 of this Prospectus
for various efforts made by Champion PT in order to comply with the said condition by
31 December 2024.

Factories and Machinery Act 1967 (FMA 1967)

The FMA 1967 provides for the control of factories with respect to matters relating to the
safety, health and welfare of persons in the factories, the registration and inspection of
machinery, as well as other matters connected therewith.

The FMA 1967 dictates that the occupier of the factory has a duty to maintain the
standards of safety of the appliances and machinery in his factory as well as the health
and welfare of his factories and factory workers. Such standards include taking
precautions against fire, proper maintenance of safety appliances and machinery,
keeping of a clean factory, and mandatory reporting of accidents and dangerous
occurrences to the inspector of factories and machinery.

Under the FMA 1967, no person shall operate or cause or permit to be operated any
machinery in respect of which a certificate of fitness is prescribed, unless there is a valid
certificate of fitness issued under the FMA 1967 in relation to the operation of the
machinery. In the event of any contravention, an inspector of factories and machinery
appointed under the FMA 1967 shall serve the person a notice in writing prohibiting the
operation of the machinery or may render the machinery inoperative until a valid
certification of fithess is issued.

For the purposes of the FMA 1967,

(@) the term “machinery” includes steam boilers, unfired pressure vessels, fired
pressure vessels, pipelines, prime movers, gas cylinders, gas holders, hoisting
machines and tackle, transmission machinery, driven machinery, materials
handling equipment, amusement device or any other similar machinery and any
equipment for the casting, cutting, welding or electro-deposition of materials and
for the spraying by means of compressed gas or air of materials or other materials
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(iif)

but does not include:-

(D Any machinery used for the propulsion of vehicles other than steam boilers
or steam engines;

(I Any machinery driven by manual power other than hoisting machines;
(1M Any machinery used solely for private and domestic purposes; or
(IvV) Office machines; and

(b)  The term “material handling equipment” includes any power driven equipment for
handling materials, and includes forklift, conveyor, stacker, excavator, tractor,
dumper or bulldozer but does not include hoisting machine.

The Factories and Machinery (Repeal) Act 2022 (FMA 2022) has received the Royal
Assent and was gazetted on 4 March 2022 and 16 March 2022 respectively. However,
the FMA 2022 was not in force as the FMA 2022 will come into operation on a date to
be appointed by the Minister by notification in the gazette. The FMA 2022 will repeal the
FMA 1967 when it comes into operation and any registration made, or order, notice,
direction, written authority, approval, certificate of fithess, special scheme of inspection
or certificate of competency given or issued, under the FMA 1967 shall be dealt with
under the OSHA 1994 and its subsidiary legislations.

As at the LPD, our Group complies with the requirements under FMA 1967 and we hold
valid certificates of fithess for our machinery that require certifications under the FMA
1967.

Occupational Safety and Health Act 1994 (OSHA 1994) and Occupational Safety
and Health (Use and Standard of Exposure of Chemicals Hazardous to Health)
Regulation 2000 (USECHH)

The OSHA 1994 makes provisions for securing the safety, health and welfare of persons
at work, to protect others against risks to safety or health in connection with the activities
of persons at work, as well as to promote an occupational environment for persons at
work.

It shall be the duty of every employer to conduct its undertaking in such a manner as to
ensure, as far as possible, that he and other persons, not being its employees who may
be affected thereby are not exposed to risks to their safety or health. Every employer
who provides, maintains, or imports any machinery, equipment, or appliance for use at
work shall ensure the aforesaid, and the installation thereof, is safe and without risks to
health when properly used; carry out testing and examination as necessary; and ensure
the results of such tests are available.

It shall also be the duty of every employer to prepare a general policy with respect to the
safety and health of his employees and the organisation and arrangements for the time
being in force for carrying out that policy. The policy shall be revised as needed and
shall be brought to the notice of all employees.

The OSHA 1994 requires a company to notify the nearest occupational safety and health
office of any accident, dangerous occurrence, occupational poisoning, or occupational
disease which has occurred or is likely to occur at the place of work.

In addition, pursuant to the USECHH, which is a subsidiary legislation pursuant to the
OSHA 1994, an employer shall not carry out any work which may expose or is likely to
expose any employee to any chemical hazardous to health unless he has made a written
assessment of the risk created by the chemical to the health of the employee.
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(iv)

Pursuant to the OSHA 1994, a person who by any act or omission contravenes any
provision of the OSHA 1994 or any regulation made thereunder, shall be guilty of an
offence, and if no penalty is expressly provided shall, on conviction, be liable to a fine
not exceeding RM10,000.00 or to imprisonment for a term not exceeding 1 year or to
both, and in the case of continuing offence, to a fine not exceeding RM1,000.00 for every
day or part of a day during which the offence continues after conviction.

Where a body corporate contravenes any provisions of the OSHA 1994 or any
regulations made thereunder, every person, who at the time of the commission of the
offence is a director, manager, secretary or other like officer of the body corporate shall
be deemed to have contravened the provision and may be charged jointly in the same
proceedings with the body corporate or severally, and every such director, manager,
secretary or other like officer of the body corporate shall be deemed to be guilty of the
offence.

Our Group’s safety and health policy has been communicated to the employees of our
Group.

The officer of DOSH had requested our Group to conduct a written assessment of the
risk created by the chemical used in our Plant 1 in July 2015. However, our Group had
only engaged a consultant to conduct the said written assessment of the risk created by
the chemical used in Plant 1, Plant 3 and Plant 4 on 18 April 2018 as we were under the
impression that the request by the officer of DOSH in July 2015 was a suggestion and
not a requirement until being reminded by the officer of DOSH again in February 2018.
The said assessment was not made for Plant 2 as Plant 2 was not in operation at that
point in time. It was an oversight by Champion PT in not conducting assessment for
Plant 2 after they commenced operations in Plant 2. Champion PT had, on 10 March
2022, commenced such assessment for Plant 2 and had, on 10 April 2022, completed
such assessment for Plant 2.

There were no penalties incurred in regard to the period of non-compliance. Pursuant
to the OSHA 1994, the potential penalties are in the form of fine not exceeding
RM10,000.00 or a term of imprisonment not exceeding 1 year or both and to a further
fine not exceeding RM1,000.00 for every day during which such offence is continued
after conviction.

As Champion PT has completed such assessment for Plant 2 on 10 April 2022, we do
not expect any retrospective action to be taken by the relevant authority for the period of
non-compliance with USECHH. As at the LPD, our Group has conducted written
assessment of the risk created by the chemical used in all of our Existing Plants.

Environmental Quality Act 1974 (EQA 1974)

The EQA 1974 regulates and control the levels of pollution of the atmosphere, noise
pollution, pollution of the soil, pollution of inland waters without licence, prohibits the
discharge of oil and wastes into Malaysian waters without a licence and prohibits open
burning.

The EQCAR 2014 is a subsidiary legislation pursuant to the EQA 1974 which regulates
the emission of air pollutants to the atmosphere and specifies the requirements for an
air pollution control system for every premises to which the EQCAR 2014 applies to,
including any premises used for any industrial or trade purposes, or on which matter is
burnt in connection with any industrial or trade purposes and any other premises or
process that discharges or is capable of discharging air pollutants into the open air.

Any person who contravenes or fails to comply with any provisions of the EQCAR 2014
will be guilty of an offence and shall be liable to a fine not exceeding RM100,000.00 or
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to imprisonment for a term not exceeding 2 years or to both.

The EQIER 2009 is a subsidiary legislation pursuant to the EQA 1974 which regulates
the discharge or release of industrial or mixed effluents onto or into any soil, or into inland
waters or Malaysian waters. The EQIER 2009 specifies the requirements for the design
and construct of an industrial effluent treatment system to collect and treat industrial
effluents generated within such premises.

Pursuant to Regulation 4 of the EQIER 2009, no person shall, without prior written
notification to the Director General of DOE:-

(a) Carry out any work on any premises that may result in a new source of discharge
of industrial effluent or mixed effluent;

(b)  Construct on any land, building or facility designed or used for a purpose that may
cause the land or building or facility to result in a new source of discharge of
industrial effluent or mixed effluent;

(c) Make or cause or permit to be made any change of, to, or in any plant, machine,
or equipment used or installed at the premises that causes a material change in
the quantity or quality of the discharge or release from an existing source; or

(d)  Carry out upgrading work of an existing industrial effluent treatment system that
may result in a material change in the quantity or quality of the discharge or
release.

Regulation 4 of the EQIER 2009 further requires such written notification to carry out any
work, construction, or upgrading or to make any change referred to in paragraph above
shall be submitted to the Director General of DOE in a specified form within 30 days
before the work or construction or upgrading commences.

Any person who contravenes the EQIER 2009 will be guilty of an offence and will, on
conviction, be liable to a fine not exceeding RM100,000.00 or to a term of imprisonment
for a period not exceeding 5 years or to both and to a further fine not exceeding
RM1,000.00 a day for every day that the offence is continued.

The EQSWR 2005 is a subsidiary legislation pursuant to the EQA 1974 which impose
on the waste generator of premises an obligation to record, store, label, treat and dispose
scheduled waste in accordance to the regulation. Any person who contravenes the
aforementioned will commit an offence, and will be compounded by the Director General
of DOE or any other public officer or local authority to whom the Director General of DOE
has delegated such power to a sum of money not exceeding RM2,000.00.

We have appointed a licenced service provider to collect and transport scheduled wastes
from our factory, and dispose, treat and carry out other waste management related
services at premises of the licenced service provider.

Champion PT was issued with 5 compounds totalling RM10,000.00 (discounted to
RM5,000.00 eventually) by the DOE for Plant 1 in the FYE 30 June 2021 due to
contravention of the following:-

(a) Regulation 3 (Notification of the generation of scheduled wastes); and

(b)  Regulation 8 (Responsibility of waste generator); and

(c) Regulation 9 (Storage of scheduled waste); and

(d)  Regulation 11 (Keeping an inventory of scheduled wastes); and
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(e) Regulation 14 (Spill or accidental discharge).
In the FYE 30 June 2022, Champion PT was further issued with:-

(a) 5 compounds totalling RM10,000.00 (discounted to RM6,000.00) by DOE for Plant
1; and

(b) 3 compounds totalling RM6,000.00 (discounted to RM4,500.00) by DOE for Plant
2; and

(c) 4 compounds totalling RM8,000.00 (discounted to RM6,000.00) by DOE for Plant
4.

The above-mentioned compounds are due to contravention of the following:-

(a) Regulation 3 (Notification of the generation of scheduled wastes); and

(b)  Regulation 9 (Storage of scheduled waste); and

(c) Regulation 10 (Labelling of scheduled waste); and

(d)  Regulation 11 (Keeping an inventory of scheduled wastes); and

(e) Regulation 14 (Spill or accidental discharge); and

(f) Regulation 15 (Conduct of training).

In the FYE 30 June 2022, Champion C was also issued with 4 compounds totalling

RM8,000.00 (eventually discounted to RM6,000.00) for Plant 3 due to the contravention

of the following:-

(a) Regulation 9 (Storage of scheduled waste); and

(b)  Regulation 10 (Labelling of scheduled waste); and

(c) Regulation 11 (Keeping an inventory of scheduled wastes).

Champion PT and Champion C have fully settled all the compounds above.

The 21 compounds (after discount) incurred collectively were approximately 0.06%

based on our Group’s PBT for the FYE 30 June 2022, which did not have any material

adverse impact to the business operations and financial condition of our Group.

Some of the compounds issued were in relation to the contravention of same regulations

of the DOE. Our Company has taken immediate action to address the recommendations

of the officers from the DOE in each instance after the compounds were issued and

managed to obtain discounts from the DOE for all 21 compounds issued by the DOE

thereafter. The reasons of the occurrence of the contravention of the same regulations

subsequent to the initial compounds were due to the following reasons:-

(@)  Prior to January 2022, we do not have any competent person in regard to the
management of scheduled wastes pursuant to the DOE requirements. We have
sent 2 of our employees to attend the CePSWaM Course from 28 November 2021
to 2 December 2021 (5-day course). These 2 of our employees are now our Head
of Compliance (who came into our employment as an Account Senior Officer on

14 May 2018 and was subsequently promoted as our Head of Compliance on 1
August 2022) and Administrative and Compliance Executive (who came into our
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employment on 15 April 2021 with the same job title) respectively.
The processes for a person to become a competent person in regard to the
management of scheduled wastes pursuant to the DOE requirements and the
status of the completion of the respective process by our above-mentioned
employees as at the LPD are as summarised in the table below.
No. | Step Process Status as at the LPD
1. Step 1 Registration to attend the Completed.
CePSWAM.Course.
2. Step 2 Attendance of the CePSWAM Completed.
Course.
3. Step 3 Completion of the course Completed.
assignment.
4. Step 4 Passing the comprehensive Completed.
assessments.
5. Step 5 Obtaining the Certificate of Completed.
Competency (first level).
Both of our employees (Head of Compliance and Administrative and
Compliance Executive) have been certified by the Environment Institute of
Malaysia of DOE as competent persons, the validity period of which is from
20 January 2022 to 20 January 2023.
6. Step 6 Preparation of the field training | Completed.
report.
Our Head of Compliance and Administrative and Compliance Executive are
required to submit their field training reports to the Environmental Institute of
Malaysia of DOE within 1 year from the issuance of the Certificate of
Competency (first level), which is by 19 January 2023.
7. Step 7 Submission of the field training | Completed.
report.
Both our employees had, on 16 December 2022, submitted the field training
reports, which is within the stipulated timeframe as mentioned above. As
confirmed by the Environmental Institute of Malaysia via its email dated 16
December 2022, their certificates as competent persons shall continue to be
valid until the availability of the results of the assessment of the said field
training reports and the interview as stated in Iltem No. 8 below.
8. Step 8 Appearance at the Pending.
professional interview.
After the submission of the field training reports, the assessment of the field
training reports will be conducted by the panel of the DOE. Participants will
then be called for a professional interview, if required by the DOE.
Our Head of Compliance has attended the professional interview on 16
February 2023 while the Administrative and Compliance Executive is still
awaiting for the interview date, if such interview is required by the DOE.
9. Step 9 Certified as competent person | Pending.

by the Director General of
DOE.

After the professional interview as mentioned in Item No. 8 above, the
certification panel of the DOE will make a final decision on whether to issue
the certificate of competency to the participant. Our Head of Compliance
has been certified as a competent person by the DOE in April 2023.
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(b)

A competent person will automatically be registered in the National Registry of
Certified Environmental Professionals administered by the Environment Institute
of Malaysia of DOE.

In order to maintain the registration with the Environment Institute of Malaysia of
DOE after being certified as competent persons as mentioned above, our Head of
Compliance and Administrative and Compliance Executive would need to
complete the 40 continuing professional development hours a year, prepare
reports on the pollution control system performance status and make
presentations at their work premises; and

Although we have reminded our related employees after each instance of the
compounds, some of these employees had failed in ensuring the requirements
under the EQA 1974 were met due mainly to the absence of our environment and
scheduled waste management policy prior to 18 April 2022 as well as inadequate
training. These 2 reasons have since been rectified.

Our Directors have implemented the following measures to enhance the internal control
system of our Group and prevent the recurrence of the above non-compliance incidents:-

(@)

(b)

(d)

(e)

Our Group has adopted the recommendations of the DOE during their site visits
where those compounds were issued; and

Our Group has 2 competent persons in regard to the management of scheduled
wastes pursuant to the DOE requirements since January 2022 as mentioned
above and they are responsible to ensure the requirements under the EQA 1974
and other relevant regulations are adhered to; and

Our Group has, on 18 April 2022, established and adopted the environment and
scheduled waste management policy which establishes the procedure for
handling, storage and disposal of scheduled waste produced by our Group and
has, on even date, circulated the said policy to our related employees and
requested them to comply with the said policy; and

Our Group had, in May 2022, provided training to our related employees with
regard to the requirements of the DOE; and

We have established an Audit Committee and a Risk Management Committee on
1 April 2022 and 16 June 2022 respectively, which comprise entirely Independent
Non-Executive Directors. The said Audit Committee and Risk Management
Committee have been combined into Audit and Risk Management Committee
effective from 8 February 2023.

The duties and obligations of the Audit Committee function of our Audit and Risk
Management Committee include, but not limited to, reviewing the audit plan, audit
report and evaluating system of internal controls with the external auditors and
reporting the same to our Board.

The duties and obligations of the Risk Management Committee function of our
Audit and Risk Management Committee include, but not limited to, establishing an
adequate and effective risk management and internal control framework for our
Group, reviewing significant risks identified (including operational, financial,
regulatory compliance, sustainability and reputational risks) and assessing the
mitigating actions put in place to manage these risks, as well as reviewing the
adequacy of resources for managing the risk management and internal control
framework of our Group, in addition to other matters as instructed by our Board;
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and

(f) Champion PT and Champion C had, on 14 December 2022, engaged the
Independent DOE Consultant to review their compliance with the EQA 1974 and
other relevant regulations and to advise on the required corrective measures.
Champion PT and Champion C had fully adopted the recommendations by the
Independent DOE Consultant and the Independent DOE Consultant had, via its
signed reports dated 9 February 2023, 23 March 2023 and 27 October 2023,
confirm that Champion PT and Champion C have fully complied with the EQA
1974 and all the relevant environmental laws, regulations, rules, requirements and
guidelines in Malaysia; and

(@) Where necessary, we will seek professional advice and assistance from internal
control consultants, external legal advisers and/or other appropriate independent
professional advisers with respect to matters related to our internal controls and
compliance, and to provide us updates on the applicable laws related to our
business operations from time to time after our Listing; and

(h)  We will also engage professionals where necessary to provide trainings to our
Directors and employees to develop a clear understanding of matters related to
our internal controls and compliances for them to leverage on their understanding
to enhance our policies and processes and implementation of the same.

KAF 1B, being our Principal Adviser, is of the view that the recurrence of contravention
under EQA 1974 is not necessarily a reflection of the lack of commitment by our
Promoters to ensure compliance with the said regulation but merely a reflection of the
inadequate knowledge and internal control measures and training to our staff on the
DOE'’s requirements in the past which have since been rectified.

Following the second occurrence of the compounds from the DOE in September 2021,
our Group has sent 2 of our officers for CePSWaM Course and they are competent
persons in regard to the management of scheduled wastes pursuant to the DOE
requirements since January 2022 as mentioned above.

Following the third occurrence of the compounds in March 2022, our Group immediately
recognised the importance of adopting the environment and scheduled waste
management policy urgently to prevent the recurrence of the non-compliances with the
requirements of the DOE and the said policy is adopted and communicated to our related
employees on 18 April 2022. In addition, we have also provided training to our related
employees with regard to the requirements of the DOE. This training and any updates
where necessary are now part of our Group’s policy and shall remain as a continuous
effort going forward.

In July 2022, the officer of DOE had visited our Plant 2 to inspect the oil mist collectors
installed in our Plant 2. The officer of DOE did not visit our Plant 1, Plant 3 and Plant 4
during the said inspection. No compound was issued by the DOE to any of our Existing
Plants during the said inspection.

Between July 2023 and September 2023, the officer of DOE had also visited our Existing
Plants. No compound was issued by the DOE to any of our Existing Plants during the
said inspections.

There is no inspection by the officer of DOE subsequent to the inspection in September
2023 up to and including the LPD.

The inspection by the DOE would be conducted on a random basis without prior notice
to our Group. Nonetheless, with the implementation of the aforementioned measures
which led to an enhancement of our Group’s internal control system, our Group does not
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(v)

(vi)

expect on the recurrence of the abovementioned non-compliance incidents in the future.

EMPLOYEES’ MINIMUM STANDARDS OF HOUSING, ACCOMMODATION AND
AMENITIES ACT 1990 (EMSHAA 1990), WORKERS’ MINIMUM STANDARDS OF
HOUSING AND AMENITIES (AMENDMENT) ACT 2019 AND THE EMPLOYEES’
MINIMUM STANDARDS OF HOUSING, ACCOMMODATIONS AND AMENITIES
(ACCOMMODATION AND CENTRALIZED ACCOMMODATION) REGULATIONS
2020

The EMSHAA 1990 and its subsidiary regulations require employers and centralised
accommodation providers to comply with the minimum statutory requirements relating to
centralised accommodation provided to employees. A centralised accommodation
provider is defined as any person who provides and manages any building used for the
housing of employees employed by one or more employers and supervises the services
provided in such building for one or more employers but does not include an employer
who provides accommodations for his own employees.

The EMSHAA 1990 was amended by the Workers’ Minimum Standards of Housing and
Amenities (Amendment) Act 2019 where effective from 1 June 2020, employers must
abide by enhanced minimum standards on accommodation for employees which
includes obtaining a Certificate of Accommodation from the Department of Labour
Peninsular Malaysia. Notwithstanding, a 3 months’ grace period up to 31 August 2020
was granted to allow employers to make necessary arrangements to ensure compliance
with the EMSHAA 1990. Nonetheless, in any event that the accommodation provided
does not have a valid Certificate of Accommodation, the employer will be liable to a fine
not exceeding RM50,000.00.

Kindly refer to Section 5.5.2 of this Prospectus for the details of the compliance of our
tenanted properties with the above regulations.

Customs Act 1967 (CA 1967)

The CA 1967 governs, among others, the levying of custom duties, port clearances,
warehousing and other custom-related matters.

Pursuant to Sections 65 and 65A of the CA 1967, the Director General of RMCD may on
payment of such fees as may be fixed by him in each case, grant a licence to any person
for warehousing and manufacturing goods liable to custom duties and any other goods
in a place or places specified in the licence.

Pursuant to the Customs Duties (Exemption) Order 2017, customs duty exemption is
given to all raw materials and components used directly in the manufacturer of finished
or semi-finished goods in premises of manufacturers undertaking subcontract work in
the principal customs area provided among others, that the goods belong to a category
that has been approved by the Director General of RMCD and prior approval has been
obtained by the said manufacturer licenced under Section 65 or Section 65A of the CA
1967 and the manufacturer keeps such accounts of the issue of the raw materials or
components and receipt of the finished or semi-finished goods to and from the
subcontractor. The said manufacturer shall also furnish not later than the 10" of each
month to the RMCD a return in such form and manner as the Director General of RMCD
may prescribe, the security as determined by the Director General of RMCD should be
furnished to the RMCD for the return of the finished or semi-finished goods to the said
manufacturer and any other conditions as the Director General of RMCD may deem
necessary.

Section 138 of the CA 1967 provides that any breach of the conditions and restrictions
stipulated under any licence or permit issued shall constitute an offence and in respect
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(vii)

(viii)

(ix)

of any such offence for which no penalty is expressly provided, the offender shall be
liable to a fine of not exceeding RM50,000.00 or imprisonment for a term not exceeding
5 years or both.

As at the LPD, Champion PT is a Licenced Manufacturing Warehouse company whose
licence was granted by the Director General of RMCD for the warehousing and
manufacturing of approved products on Plant 1, Plant 2, Plant 4 and Plant 5. With the
issuance of the Licenced Manufacturing Warehouse Licence, our raw materials and
components used directly in the manufacturing process are exempted from custom
duties.

Local Government Act 1976 (LGA 1976)

The LGA 1976 confers the power to the local authority to make, amend and revoke by-
laws. As our business is carried out in Johor Bahru, we come under the jurisdiction of
the MBJB and the relevant by-laws governing the conduct of our business would be the
Licensing of Trades, Business and Industries (Johor Bahru City Council) By-Laws 2016
(By-Laws 2016).

The By-Laws 2016 provides that no person shall use any place or premises within the
area of MBJB for any trade, business or industry without a licence issued by the Local
Authority. A contravention of the LGA 1976 and By-Laws 2016 would result in an
offence, which upon conviction, result in a fine not exceeding RM2,000.00 or
imprisonment or a term not exceeding one year or both and to a further fine not
exceeding RM200.00 for every day during which the offence is continued after
conviction.

As at the LPD, we hold and maintain a valid Business Premise and Advertisement
Licences issued by MBJB for all of our Existing Plants and our Plant 5.

Employment Act 1955 (EA 1955)

The EA 1955 regulates all labour related matters including contracts of service, payment
of wages, employment of women, maternity protection, rest days, hours of work,
holidays, termination, lay-off and retirement benefits, employment of foreign employees
and keeping of registers of employees.

Any person who commits any offence under, or contravenes any provision of the EA
1955, or any regulations, order or other subsidiary legislation whatsoever made
thereunder, in respect of which no penalty is provided, shall be liable, on conviction, to
a fine not exceeding RM50,000.00.

Employees Provident Fund Act 1991 (EPFA 1991)

The EPF is a social security institution established in accordance with the EPFA 1991
providing for the retirement benefits for employees through management of their savings
in an efficient and reliable manner.

Under the EPFA 1991, both the employer and employee are required to make
contributions at the contribution rate set out in the EPFA 1991 into the employee’s
individual account in the EPF. The amount is calculated based on the monthly wage of
the employee and the contribution rate is based on the wage or salary received by the
employee. The EPFA 1991 would be applicable to all local employees.

If the employer fails to pay to the EPF any contributions within the prescribed period, the
company and the directors are liable to pay in respect of or on behalf of any employee
shall, on conviction, be liable to imprisonment for a term not exceeding 3 years or to a
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fine not exceeding RM10,000.00 or to both.
Companies Act 2016 (Act)

The Act governs, amongst others, matters relating to the rights, powers, duties and
obligations of a company, shares and share capital of a company (including issuances
of new shares (including preference shares), share buybacks, redemption, share capital
reduction, declaration of dividends, financial assistance, directors and shareholders of a
company (including meetings and proceedings of directors and shareholders, dealings
between such persons and the company), accounts, and winding up.

The company and any officer that fails to comply with any provisions under the Act is
liable to imprisonment or a fine or to both, the details of the term of imprisonment or fine
of each matter is as stipulated in the Act.

6.23.2 Governing laws, regulations, rules or requirements to our business in Singapore

(i)

Workplace Safety and Health Act 2006 (WSHA 2006) and Workplace Safety and
Health (Registration of Factories) Regulations 2008 (WSHR 2008)

The WSHA 2006 which is regulated by the MOM SG provides that every employer has
the duty to take, so far as is reasonably practicable, such measures as are necessary to
ensure the safety and health of persons at work. These measures include:-

(a) Providing and maintaining for those persons a work environment which is safe,
without risk to health, and adequate as regards to facilities and arrangements for
their welfare at work; and

(b)  Ensuring that adequate safety measures are taken in respect of any machinery,
equipment, plant, article or process used by those persons; and

(c) Ensuring that those persons are not exposed to hazards arising out of the
arrangement, disposal, manipulation, organisation, processing, storage, transport,
working or use of things in their workplace or near their workplace and under the
control of the employer; and

(d) Developing and implementing procedures for dealing with emergencies that may
arise while those persons are at work; and

(e) Ensuring that those persons at work have adequate instruction, information,
training and supervision as is necessary for them to perform their work.

Section 50 of the WSHA 2006 provides that any person who breaches his duty shall be
guilty of an offence and shall be liable on conviction, in the case of a body corporate, to
a fine not exceeding SGD500,000.00 and if the contravention continues after the
conviction, the body corporate shall be guilty of a further offence and shall be liable to a
fine not exceeding SGD5,000.00 for every day or part thereof during which the offence
continues after conviction.

Pursuant to the WSHA 2006, Section 5(2) provides that, “factory” means any premises:-
(@)  Within which persons are employed in any of the following process:-

) The handling, sorting, packing, storing, altering, repairing, construction,
processing or manufacturing of any goods or product;

() The handling, sorting, packing, storing, processing, manufacturing or use
of any hazardous substances;
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(I The repair, construction or manufacturing of any vessel or vehicle;
(IV)  Any building operation or work of engineering construction;

(V) The operation or maintenance of any facility or system related to the
provision of any public utility; and

(VI)  Which is specified in the fourth schedule of the WSHA 2006.

Pursuant to Regulation 5(1) of the WSHR 2008, any person who desires to occupy
or use any premises as a factory not falling within any of the classes of factories
described in part |, Il or lll of the first schedule of the WSHR 2008 shall, before the
commencement of operation of the factory, submit a notification to the
Commissioner for Workplace Safety and Health appointed under Section 7 of the
WSHA 2006, informing the Commissioner for Workplace Safety and Health of his
intention to occupy or use those premises as such a factory. Under Regulation
5(5) of the WSHR 2008, any person who contravenes paragraph (1) shall be guilty
of an offence and shall be liable on conviction to a fine not exceeding
SGD5,000.00.

Champion PE has submitted the factory notification to the Commissioner for
Workplace Safety and Health informing the intention to occupy or use its premises
as a factory from 31 July 2018.

Workplace Safety and Health (General Provisions) Regulations (WSH(GP)R)

Under Regulation 31(5) of WSH(GP)R, it is provided that subject to paragraph (6) and
Regulation 31A (extension of time for examination of steam boilers, steam receivers and
air receivers), every air receiver shall be (a) thoroughly cleaned; and (b) examined by an
authorised examiner at least once every 2 years. Regulation 31(6) of the WSH(GP)R
provides that, an authorised examiner may, in his discretion, arrange to make the
examination referred to in paragraph (5) within 3 months after the 2 years have expired.

In accordance with Regulation 27(1) of the WSH(GP)R, it shall be the duty of the owner
of any air receiver who intends to put the relevant equipment into use in a workplace to:-

(a) Obtain, in such form and manner as may be determined by the Commissioner, the
approval of the Commissioner to use the relevant equipment;

(b)  Ensure that such examination and test by an authorised examiner as may be
specified by the Commissioner has been satisfactorily carried out;

(c)  Obtain from the authorised examiner a report of the examination and test referred
to in sub-paragraph (b), specifying the safe working pressure of the relevant
equipment and stating the nature of the tests to which the relevant equipment and
its fittings have been submitted;

(d)  Keep the report referred to in sub-paragraph (c) available for inspection; and

(e) Mark the relevant equipment so as to enable it to be identified as the relevant
equipment to which the report refers.

The above-mentioned Regulation 27(1) of the WSH(GP)R shall not apply to any air
receiver that has been examined in accordance with Regulation 31(5) and reported on
in accordance with Regulation 31(10) of the WSH(GP)R.
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Any person who contravenes any provision of WSH(GP)R which imposes a duty on him
for which no penalty is expressly provided shall be guilty of an offence and shall be liable
on conviction to a fine not exceeding SGD20,000 or to imprisonment for a term not
exceeding 2 years or to both.

As at the LPD, we have obtained the approval of the Commissioner to use the pressure
vessel and the pressure vessel has been inspected by the authorised examiner every 2
years.

Regulation of Imports and Exports Act 1995 (RIEA 1995) and Regulation of Imports
and Exports Regulations (RIER)

The RIEA 1995 is administered by the Director-General of Singapore Customs appointed
under Section 4(1) of the SG CA 1960, and provides for the regulation, registration and
control of imports and exports. The relevant regulatory body is the Singapore Customs.
RIER requires permits to be granted for the import, export or transhipment of certain
goods.

Any importer, exporter, shipping agent, air cargo agent, freight forwarder, common
carrier or other person who desires to obtain a permit, certificate or any other document
or form of approval for any purposes of the RIEA 1995 or any regulations made
thereunder, the application for which involves a declaration being made, is a “declaring
entity”. Under Regulation 35B of the RIER, unless the Director-General of Singapore
Customs allows in any particular case, no declaration may be made for any purposes of
the RIEA 1995 or any regulations made thereunder unless the declaring entity, and the
declaring agent and the declarant, are registered by the Director-General of Singapore
Customs prior to the making of the declaration. An entity which is registered under the
former Regulation 37(1) of the RIER in force immediately before 2 April 2013 shall be
deemed to have been so registered.

Except where otherwise provided, any person who is guilty of an offence under the RIER
shall be liable, (a) on the first conviction to a fine not exceeding SGD100,000 or 3 times
the value of the goods in respect of which the offence was committed, whichever is the
greater, or to imprisonment for a term not exceeding 2 years or to both; and (b) on the
second or subsequent conviction to a fine not exceeding SGD200,000 or 4 times the
value of the goods in respect of which the offence was committed, whichever is the
greater, or to imprisonment for a term not exceeding 3 years or to both.

As at the LPD, we have been registered with the Director-General of Singapore Customs
as a declaring entity.

Employment of Foreign Manpower Act 1990 (EFMA 1990) and Employment of
Foreign Manpower (Work Passes) Regulations 2012

The employment of foreign employees in Singapore is governed by the EFMA 1990 and
is regulated by the MOM SG. The EFMA 1990 prescribes the responsibilities and
obligations of employers of foreign employees in Singapore.

Under Section 2 of the EFMA 1990, a foreign employee is defined as:-

(@) Any foreigner, other than a self-employed foreigner, who seeks or is offered
employment in Singapore; or

(b)  Any other person or class of persons as the Minister may, by notification in the
Gazette, specify.

Section 5(1) of the EFMA 1990 provides that no person shall employ a foreign employee
unless he has obtained in respect of the foreign employee a valid work pass from the
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MOM SG in accordance with the Employment of Foreign Manpower (Work Passes)
Regulations 2012, which allows the foreign employee to work for him. Section 5(6) of
the EFMA 1990 states that any person who fails to comply with or contravenes Section
5(1) of the EFMA 1990 shall be guilty of an offence and shall:-

(a) Be liable on conviction to a fine not less than SGD5,000.00 and not more than
SGD30,000.00 or to imprisonment for a term not exceeding 12 months or to both;
and

(b)  On a second or subsequent conviction:-

" In the case of an individual, with a fine of not less than SGD10,000.00 and
not more than SGD30,000.00 and with imprisonment for a term of not less
than one month and not more than 12 months; or

() in any other case, be punished with a fine of not less than SGD20,000.00
and not more than SGD60,000.00.

Pursuant to Section 25(1) of the EFMA 1990, any employer which:-

(a) Makes or causes to make an application for a work pass on the basis of its foreign
employee entitlement; and

(b) Commits, or causes or permits to be committed any act or omission which
facilitates, or which results in, the inflation of its foreign employee entitlement,

may be subject to a financial penalty not exceeding SGD20,000.00 as determined by the
Controller of Work Passes.

On 24 June 2019, Champion PE had received a compound amounted to SGD1,000.00
from the MOM SG with regard to the EFMA 1990 as Champion PE was not aware of the
self-initiated change of one of its work permit holder’'s actual residential address and
failure to put in place measures to check on the foreign workers’ living conditions which
as a result in breach of the conditions of work permit by failing to ensure that the foreign
worker was residing in acceptable accommodation. Champion PE had, on 2 July 2019,
fully paid the compound of SGD1,000.

The relevant work permit holders of Champion PE have also vide the letters of
confirmation dated 14 January 2022, confirmed their intention to stay at their current
place of residence as reflected under Online Foreign Worker Address Service (OFWAS)
and will keep Champion PE informed on the change of place of residence, if any. Under
the revised template employment contract of Champion PE to be signed by any new hire
of Champion PE after 14 January 2022, provision is included such that foreign employee
of Champion PE shall inform Champion PE for changes to the foreign employee’s
residential address.

Subject to the consents of respective landlords and relevant work permit holders,
Champion PE will also conduct visits to the work permit holders’ places of residence on
a periodic basis.

If any of the landlord does not consent for such physical inspection, Champion PE will
request the work permit holders to provide photos of the place of residence and will also
require the relevant work permit holders to fill up and sign off the checklist in connection
with the conditions of place of residence, and Champion PE will also fill up and sign off
a fresh checklist by reviewing the photos of place of residence provided and checklists
filled up by the relevant work permit holders.
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In addition, Champion PE will also inform any new hire under work permit holders to
adhere to this requirement and will include the said requirements in the employment
contracts with them.

As at the LPD, Champion PE has 5 work permit holders.
Employment Act 1968 of Singapore (SG EA 1968)

The SG EA 1968 is administered by the MOM SG and sets out the basic terms and
conditions at work for employees covered under the SG EA 1968, such as payment of
salary, paid public holidays, sick leave and maternity leave. The SG EA 1968 covers,
amongst others, every employee who is under a contract of service with an employer
and includes a workman.

A workman is defined under the SG EA 1968 means (a) any person, skilled or unskilled,
who has entered into a contract of service with an employer in pursuance of which he is
engaged in manual labour, (b) any person, other than clerical staff, employed in the
operation or maintenance of mechanically-propelled vehicles used for the transport of
passengers for hire or for commercial purposes; (c) any person employed partly for
manual labour and partly for the purpose of supervising in person any workman in and
throughout the performance of his work; (d) any person specified in first schedule of the
SG EA 1968 (i.e cleaners, construction workers, labourers, machine operators and
assemblers, metal and machinery workers, train, bus, lorry and van drivers, train and
bus operators and all workmen employed on piece rates in the employer’s premises); or
(e) any person whom the Minister may, by notification in the Gazette, declare to be a
workman for the purpose of SG EA 1968. The definition of “employee” under the SG EA
1968 also does not extend to include any seafarer, domestic workers and any person
belonging to any other class of persons whom the Minister may, by notification in the
Gazette, declare not to be employees for the purposes of SG EA 1968.

In accordance to Section 112 of SG EA 1968, any person who is guilty of any breach or
any offence under the SG EA 1968 for which no penalty is otherwise provided shall be
liable on conviction to a fine not exceeding SGD5,000.00 or to imprisonment for a term
not exceeding 6 months or to both, and for a subsequent offence under the same section
to a fine not exceeding SGD10,000.00 or to imprisonment for a term not exceeding 12
months or to both.

Central Provident Fund Act 1953

The CPF system is a mandatory social security savings scheme funded by contributions
from employers and employees. Pursuant to the Central Provident Fund Act 1953, an
employer is obliged to make CPF contributions for all employees who are Singapore
citizens or permanent residents who are employed in Singapore by an employer (save
for employees who are employed as a master, a seaman or an apprentice in any vessel,
subject to an exception for non-exempted owners).

CPF contributions are not applicable for foreigners who hold employment passes, S
passes or work permits. CPF contributions are required for both ordinary wages and
additional wages (subject to an ordinary wage ceiling and a yearly additional wage
ceiling) of employees at the applicable prescribed rates which is dependent on, amongst
others, the amount of monthly wages and the age of the employee. An employer must
pay both the employer’s and employee’s share of the monthly CPF contribution.

Except as otherwise provided in Section 61(2) of the CPF Act 1953, any person
convicted of an offence under the CPF Act 1953 for which no penalty is provide shall be
liable on conviction, (a) to a fine not exceeding SGD5,000.00 or to imprisonment for a
term not exceeding 6 months or to both; (b) if that person is a repeat offender in relation
to the same offence, to a fine not exceeding SGD10,000.00 or to imprisonment for a
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term not exceeding 12 months or to both. Under Section 61(2) of the CPF Act 1953,
where any person is guilty of an offence under Section 7(5) (rates of contributions) or
58(1)(b) (offences) of the CPF Act 1953; or (b) being a director, manager or secretary or
any other officer of a body corporate, is guilty of an offence under Section 60 (offences
by corporations) by virtue of the fact that an offence under Section 7(3) or (5) or 58(1)(b)
has been committed by that body corporate and is found to have been committed with
the consent or connivance of or to be attributable to any act or default on the part of that
person, that person shall be liable on conviction (c) to a fine not less than SGD1,000.00
and not more than SGD5,000.00 or to imprisonment for a term not exceeding 6 months
or to both; and (d) if that person is a repeat offender in relation to the same offence, to a
fine not less than SGD2,000.00 and not more than SGD10,000.00 or to imprisonment
for a term not exceeding 12 months or to both.

(vii) Companies Act 1967 of Singapore (SG Act 1967)

Champion PE is a private company limited by shares, incorporated and governed under
the provisions of the SG Act 1967 and its regulations.

The SG Act 1967 generally governs, amongst others, matters relating to the status,
power and capacity of a company, shares and share capital of a company (including
issuances of new shares (including preference shares), treasury shares, share
buybacks, redemption, share capital reduction, declaration of dividends, financial
assistance, directors and officers and shareholders of a company (including meetings
and proceedings of directors and shareholders, dealings between such persons and the
company), protection of minority shareholders’ rights, accounts, arrangements,
reconstructions and amalgamations, winding up and dissolution.

A person who, (a) does that which under the SG Act 1967 the person is forbidden to do;
(b) does not do that which under the SG Act 1967 the person is required or directed to
do; or (c) otherwise contravenes or fails to comply with any provision of the SG Act 1967,
shall be guilty of an offence. Under Section 407(2) of the SG Act 1967, a person who is
guilty of an offence under SG Act 1967 shall be liable on conviction to a penalty or
punishment not exceeding the penalty or punishment expressly mentioned as the
penalty or punishment for the offence, or if a penalty or punishment is not so mentioned,
to a fine not exceeding SGD1,000.00.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

As part of our Group’s efforts in ensuring that our operations are environmentally responsible,
that our workplace is conducive for our employees, and that we adopt a high-standard of
corporate governance, we have adopted ESG practices as elaborated below.

Environmental practices take into account our Group’s impact on the environment in terms of
factors such as ensuring proper treatment of waste from our business activities, minimising
waste and reducing our carbon footprint.

Social practices refer to our treatment of our employees as well as promoting inclusion and
diversity in our Group.

Governance practices evaluate our Group’s leadership and management, and business
practices including our commitment to the ethical impact of our operations and our
accountability.

There were past instances of non-compliances in relation to ESG as summarised in the
sections below due to the reasons as elaborated in Section 6.17.2, Section 6.19, Section 6.22.1
and Section 6.23 of this Prospectus.
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As stated in Section 6.19 of this Prospectus, the said non-compliances were mainly resulted
by the inadequacy of our knowledge and misinterpretation of the relevant laws, regulations,
rules and requirements governing the conduct of the business of our Group in the past, and of
which is not a representation of our knowledge and capability at present and going forward.

The inadequate knowledge and misinterpretation of the relevant laws, regulations, rules and
requirements governing the conduct of the business of our Group in the past does not reflect
the lack of our commitment in respect to the ESG requirements as our Group is always
committed to act responsibly in our business operations, to create an environmentally
responsible operations, a conducive workplace for employees, and a high standard of
corporate governance towards our stakeholders.

The rectifications made were immediate as practicable and we strive to comply with all the
relevant ESG requirements in the past the moment we are made known to such requirements.
Similarly, our Board is mindful of the importance of building a sustainable business, and
therefore takes into consideration the ESG impact when developing the corporate strategy of
our Group.

In order to develop and implement our Group’s ESG strategies, we have established our ESG
Working Group to manage our ESG goals and lead the efforts in implementing our Group’s
ESG strategies. The working group is led by our Executive Director, Mr. Mu and consist of our
Group CFO, Hun Jiang Yann; our General Manager of Champion PT, Khern Yeng Kar; our
General Manager of Champion PE, Tan Lay Choon; our Group accountant; as well as our
Compliance Department.

The ESG Working Group is responsible for implementing our Group’s ESG strategies and
projects with the primary aim in achieving our corporate social responsibility initiatives. The
ESG Working Group is also responsible for identifying additional opportunities for the Group to
improve our ESG practices. For the avoidance of doubt, the compliance with ESG related laws,
regulations and rules shall be the responsibilities of our Compliance Committee and our
Compliance Department and not our ESG Working Group.

(i) Environmental

(a) Past non-compliance

As set out in Section 6.23.1(iv) of this Prospectus, Champion PT was issued with
5 compounds by the DOE in the FYE 30 June 2021 and 12 compounds by the
DOE in the FYE 30 June 2022, and Champion C was issued with 4 compounds by
the DOE in the FYE 30 June 2022. The details of the said compounds are as
summarised in the table below.

No.

Entity

Total Amount

of the
Total Amount of | Compounds
Number of | the Compounds after
FYE Compounds | Before Discount Discount | Nature of Contravention

RM RM

Champion 30 June 5 10,000 5,000 | (i) Regulation 3 (Notification of the
2021 generation of scheduled

PT

wastes); and

waste generator); and

scheduled waste); and
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Total Amount
of the
Total Amount of | Compounds
Number of | the Compounds after
No. | Entity FYE Compounds | Before Discount Discount | Nature of Contravention
RM RM
(iv) Regulation 11 (Keeping an
inventory of scheduled wastes);
and
(v) Regulation 14 (Spill or accidental
discharge).
30 June 12 24,000 16,500 | (i) Regulation 3 (Notification of the
2022 generation of scheduled wastes);
and
(ii) Regulation 9 (Storage of
scheduled waste); and
(iii) Regulation 10 (Labelling of
scheduled waste); and
(iv)  Regulation 11 (Keeping an
inventory of scheduled wastes);
and
(v) Regulation 14 (Spill or accidental
discharge); and
(vi)  Regulation 15 (Conduct of
training).
2. Champion FYE 30 4 8,000 6,000 | (i) Regulation 9 (Storage of
C June 2022 scheduled waste); and
(i) Regulation 10 (Labelling of
scheduled waste); and
(iii) Regulation 11 (Keeping an
inventory of scheduled wastes).
Total 21 42,000 27,500 | N/A.

Champion PT and Champion C have fully settled all the compounds above.

Some of the compounds issued were in relation to the same contravention of
relevant regulations of the DOE. As stated in Section 6.23.1(iv) of this Prospectus,
we have since adopted the necessary internal control measures to prevent the
recurrence of the said non-compliances.

(b)  Environmental sustainability strategies
We are committed in creating an environmentally responsible operations and in
complying with the relevant environmental regulations. We are also committed to
minimising the environmental impact of our activities. Our strategies to tackle
environmental sustainability matters are as follows:-

()  Management of scheduled wastes
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(m

We have 2 competent persons in regard to the management of scheduled
wastes pursuant to the DOE requirements since January 2022 as mentioned
in Section 6.23.1(iv) of this Prospectus and they are responsible to ensure
the requirements under the EQA 1974 and other relevant regulations are
adhered to.

Additionally, our Group had, on 18 April 2022, established and adopted the
environment and scheduled waste management policy which establishes
the procedure for handling, storage and disposal of scheduled wastes
produced by our Group and had, on even date, circulated the said policy to
our related employees and requested them to comply with the said policy.

Our other internal controls over environmental processes which includes
waste management and environmental control, and compliance monitoring
is as set out in Section 6.23.1(iv) of this Prospectus.

In addition, Champion PT and Champion C had, on 14 December 2022,
engaged the Independent DOE Consultant to review their compliance with
the EQA 1974 and other relevant regulations and to advise on the required
corrective measures. Champion PT and Champion C had fully adopted the
recommendations by the Independent DOE Consultant and the Independent
DOE Consultant had, via its signed reports dated 9 February 2023, 23 March
2023 and 27 October 2023, confirm that Champion PT and Champion C
have fully complied with the EQA 1974 and all the relevant environmental
laws, regulations, rules, requirements and guidelines in Malaysia.

As well, our Group has installed a wastewater treatment plant in Plant 4 in
March 2023 as stated in Section 6.1.2 of this Prospectus. Such wastewater
treatment plant will allow us to ensure the wastewater discharged during the
electroplating and anodising processes is treated and disposed of in a
compliant manner.

Energy management

In line with our Group’s efforts in minimising our carbon footprint and
reducing the effect of climate change, our Group intends to install a solar PV
system at our New Plants. By utilising solar energy, which is a natural, free
and accessible source of clean energy, we would be able to reduce usage
of other energy sources which may have larger effects on the environment
for our Group’s energy needs. The solar PV system that we intend to install
is a system of interconnected solar panels used to harvest solar energy and
generate electricity. Solar panels create no emissions when producing
energy, making them a clean source of energy. We intend to utilise the solar
PV system to gradually increase our usage of renewable energy and
gradually reduce our total electricity cost and our carbon footprint.

In order to install a solar PV system in our New Plants, the solar PV system
service provider must undertake an assessment of our New Plants to
determine amongst others the energy requirements of our New Plants and
the installation site of the solar PV system to receive maximum sunlight. As
such, we will only be able to begin the process of obtaining a solar PV
system after the completion of construction of our New Plants. After the
assessment, the service provider will then design and develop a solar PV
system that will fit the needs of our New Plants and subsequently install the
system for us.

In addition to reducing future electricity cost by installing and utilising a solar
PV system at our New Plants, we have also introduced the usage of LED
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(i)

lights of our Plant 2 and Plant 3. LED lights are more energy-efficient as
they consume less electricity when in use. Furthermore, LED lights emit less
heat which would help to further reduce energy usage from climate control,
and are more long-lasting compared to fluorescent lights thus reducing the
need to continuously replace the lights.

(1)  Waste Management

Waste management is important in order to limit the impact of our business
activities on the environment as well as the health of our employees and
those around our Existing Plants. In order to effectively manage the
generated waste and reduce generation of waste, we have implemented
proper disposal procedures and have educated our employees on the
procedures and have requested them to comply with the said procedures.

We have implemented a proper waste disposal system to encourage our
employees to dispose of waste responsibly. This includes having separate
waste bins to collect different types of waste such as recyclable waste (such
as paper, plastic and glass) and general waste. We also encourage our
employees to practise the principles of “reduce, reuse, recycle” by
undertaking actions such as utilising digital communication tools to reduce
paper usage, reusing pieces of paper whenever possible, reusing old
packaging for storage, as well as recycling carbon packaging and paper
products.

(IV) Water Management

Our Group is cognisant that water is an invaluable resource and issues such
as water pollution will lead to lack of supply of clean water as well as
environmental pollution. Our services include secondary processes such as
electroplating and anodising. As such, we have installed a wastewater
treatment plant in Plant 4 to ensure the wastewater discharged during the
aforementioned processes carried out by our Group in-house is treated and
disposed of in a compliant manner as explained above.

Social

(@)

Past non-compliances

As set out in Section 6.23.1(iii) of this Prospectus, the officer of DOSH had
requested our Group to conduct a written assessment of the risk created by the
chemical used in our Plant 1 in July 2015. However, our Group had only engaged
a consultant to conduct the said written assessment of the risk created by the
chemical used in Plant 1, Plant 3 and Plant 4 on 18 April 2018 as we were under
the impression that the request by the officer of DOSH in July 2015 was a
suggestion and not a requirement until being reminded by the officer of DOSH
again in February 2018. The said assessment was not made for Plant 2 as Plant
2 was not in operation at that point in time. It was an oversight by Champion PT
in not conducting assessment for Plant 2 after they commenced operations in Plant
2. Champion PT had, on 10 March 2022, commenced such assessment for Plant
2 and had, on 10 April 2022, completed such assessment for Plant 2.

As at the LPD, our Group has conducted written assessment of the risk created by
the chemical used in all of our Existing Plants.
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(b)

Social sustainability strategies

Our Group understands that our employees are our key assets who are vital to our
business operations and the success of our Group and as such we are committed
to maintain a safe and conducive workplace for our employees. This involves
putting in place initiatives to ensure our employees’ physical and mental wellbeing.
Our strategies to tackle social sustainability matters are as follows:-

(1)

(I

()

(IV)

Workplace health and safety

We are committed to maintain a safe and conducive workplace for our
employees. We have formalised SOPs for safety and health functions which
includes conducting safety and health spot check quarterly to ensure the
safety and health of the environment in our business and factory premises,
formalising emergency response plan to prepare and train our employees
for emergencies and inspection of employees’ personal protective
equipment, amongst others.

Training and development

We are cognisant of the need to continuously train and develop our
employees to nurture them. We provide on-the-job training to our employees
to keep them up to date with the skills and knowledge required to enhance
their competencies.

We also allocate training budget and plan training courses for our
employees’ development based on their training needs. Further, our Group
has also established a training requisition form should our employees
request for participation in additional training programme to improve on their
skill sets.

Employee wellbeing

It is important to foster a positive workplace that leads to healthy and
motivated employees as it helps them to thrive and further contribute to our
Group.

The accommodations provided to our local and foreign workers in Malaysia
are in compliance with the minimum requirements as set out under the
relevant regulations and have been issued with the Certificates for
Accommodation by the Department of Labour of Peninsular Malaysia.

We also organise activities such as celebration lunches and dinners during
festive occasions to reward our employees. We also offer prayer rooms for
our employees as well as maternal and paternal leave for employees who
are expecting.

Diversity and inclusion

A diverse and inclusive workforce brings together unique individuals with a
range of experiences and perspectives, which may lead to a wider approach
in problem-solving and better decision-making. It can also lead to
development of new ideas and approaches, leading to improvements in our
business processes. Our Group believes in implementing diversity and
inclusion initiatives in our workplace. We are committed to practise
recruitment and employment, placement, training and development, as well
as remuneration and advancement in our Group based on the qualifications,
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work performance, and skills and experience of the employees. This
ensures that employees from all backgrounds receive equal opportunities
and that they feel valued and supported in our Group.
(ili) Governance
(a) Past non-compliances
There were non-compliances as set out in Section 6.17.2, Section 6.19, Section
6.22.1 and Section 6.23 of this Prospectus. The details of the said non-
compliances are as summarised in the table below.
No. | Section of | Relevant Laws, | Nature of Non- | Reasons of Non- | Status as at the LPD
this Regulations, compliance compliance
Prospectus | Rules or
Requirements
1. 6.17.2 COVID-19 Champion PE was found | It was an oversight | Champion PE had, on 18 August
(Temporary to have committed an | by Champion PE 2020, fully paid the compound issued
Measures)(Control | offence under COVID-19 by MOM SG.
Order) (Temporary
Regulations 2020 | Measures)(Control Order) Champion PE had also adopted the
Regulations 2020 and was safety measurement guidelines since
notified by the MOM SG 11 August 2020, which includes, but
on 29 July 2020 and not limited to, the procedure in relation
ordered to pay a to how to handle situation when there
composition  sum of are any COVID-19 cases in Champion
SGD1,000.00 by 13 PE as well as the responsibility of safe
August 2020. Champion management officer. It had also
PE was in breach of established the workplace safety
regulation 13E(1)(k) of the team. The workplace safety team of
COVID-19 (Temporary Champion PE, including the safe
Measures)(Control Order) management officer, was responsible
Regulations 2020. to ensure the procedures under the
safety measurement guidelines were
adhered to.
Following the revocation of the safe
management measures under the
COVID-19 (Temporary
Measures)(Control Order)
Regulations 2020 and revocation of
Workplace Safety and Health (COVID-
19 Safe Workplace) Regulations 2021
with effect from 13 February 2023,
Champion PE had ceased to retain the
safety measurement guidelines.
2. 6.19 ICA 1975 (i)  Our Group operated | Kindly refer to | As at the LPD, we have valid MITI
without MITI | Section 6.19 of this | Licences for all of our Existing Plants
Licences/ approvals | Prospectus for the | and Plant 5.
from  MIDA  for | reasons of the said
certain period in the | non-compliances.
past.
3. 6.22.1 Immigration Act Prior to 4 January 2022, all | Our Group was | Champion PT had, on 23 December
1959/63 and the foreign workers of | under the wrong | 2021, applied to the Immigration
Immigration Champion PT were | impression that the | Department of Malaysia to change the
Regulations 1963 | supposed to work only at | work permits | work place of its 141 foreign workers
Plant 1 based on the | obtained for our | from Plant 1 to Plant 2.
designated place as | foreign workers allow
stated in their work | our foreign workers
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No. | Section of | Relevant Laws, | Nature of Non- | Reasons of Non- | Status as at the LPD
this Regulations, compliance compliance
Prospectus | Rules or
Requirements
permits. However, there | to work in any of our | Subsequently, on 4 January 2022,
were foreign workers who | Existing Plants until | approval was obtained by Champion
were working in other | being advised by the | PT.
Existing Plants. DDWG on otherwise.
Following the said approval,
Champion PT has placed all its foreign
workers in either Plant 1 or Plant 2.
Our Group will ensure continuous
compliance of this requirement.

4. 6.23.1(iii) USECHH The officer of DOSH had | We were under the | As at the LPD, our Group had
requested our Group to | impression that the | conducted written assessment of the
conduct a written | request by the officer | risk created by the chemical used in all
assessment of the risk | of DOSH in July | of our Existing Plants.
created by the chemical | 2015 was a
used in our Plant 1 in July | suggestion and not a
2015. However, our | requirement until
Group had only engaged a | being reminded by
consultant to conduct the | the officer of DOSH
said written assessment of | again in February
the risk created by the | 2018.
chemical used in Plant 1,

Plant 3 and Plant 4 on 18 | It was an oversight
April  2018. The said | by Champion PT in
assessment was not made | not conducting
for Plant 2 as Plant 2 was | assessment for Plant
not in operation at that | 2 after they
point in time. commenced
operations in Plant 2.

5. 6.23.1(iv) EQA 1974 Champion PT was issued | Kindly  refer  to | As at the LPD, we have fully paid the
with 5 compounds by the | Section 6.23(iv) of | compounds and we have since
DOE in the FYE 30 June | this Prospectus for | adopted the necessary internal control
2021 and 12 compounds | the reasons of the | measures to prevent the recurrence of
by the DOE in the FYE 30 | said non- | the said non-compliances.

June 2022, and Champion | compliances.
C was issued with 4

compounds by the DOE in

the FYE 30 June 2022

pursuant to the

contravention of the EQA

1974.

6. 6.23.2(iv) EFMA 1990 On 24 June 2019, | It was an oversight | Champion PE had, on 2 July 2019,
Champion PE had | by Champion PE. fully paid the compound of SGD1,000.
received a compound
amounted to The present work permit holders of

Champion PE have also vide the
letters of confirmation dated 14
January 2022, confirmed their
intention to stay at their current place
of residence as reflected under Online
Foreign Worker Address Service
(OFWAS) and will keep Champion PE
informed on the change of place of
residence, if any.
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No. | Section of | Relevant Laws, | Nature of Non- | Reasons of Non- | Status as at the LPD
this Regulations, compliance compliance
Prospectus | Rules or

Requirements

conditions which as a Subject to the consents of respective
result in breach of the landlords and relevant work permit
conditions of work permit holders, Champion PE will also
by failing to ensure that the conduct visits to the work permit
foreign worker  was holders’ places of residence on a
residing in acceptable periodic basis.

accommodation.
If any of the landlord does not consent
for such physical inspection,
Champion PE will request the work
permit holders to provide photos of the
place of residence and will also require
the relevant work permit holders to fill
up and sign off the checklist in
connection with the conditions of place
of residence, and Champion PE will
also fill up and sign off a fresh checklist
by reviewing the photos of place of
residence provided and checklists
filed up by the relevant work permit

holders.

We have implemented the internal control measures as set out in Section 6.19 of
this Prospectus to enhance our corporate governance as well as to prevent the
recurrence of the non-compliances.

Governance sustainability strategies

Notwithstanding the previous non-compliances of our Group, we remain
committed to inculcating good corporate governance practices in accordance with
the principles and practices of corporate governance as set out in the MCCG. We
strive to achieve a high standard of corporate governance which is fundamental in
safeguarding our Group’s commitments to our shareholders and other
stakeholders.

Our Board is also committed to the high standards of professionalism, honesty,
accountability, integrity and ethical behaviour in the conduct of our business and
operation of our Group and has adopted the practices and guidance of the MCCG
to do so. Our strategies to tackle governance sustainability matters are as follows:-

()  Board practices

Having good corporate governance practices in place are key to
encouraging and implementing integrity and ethical business conduct. As
such, our Group has implemented a code of ethics which all employees of
our Group as well as our Board are subject to.

To ensure an effective Board to instil good corporate governance practices
in our Group, we have established a Nomination and Remuneration
Committee which comprises entirely Non-Executive Directors with duties
and obligations of, amongst others, to evaluate and review the performance
of our Board and Key Senior Management including the performance of our
Board and Key Senior Management in addressing our Group’s material
sustainability risks and opportunities. Our Board comprises 8 Directors, 5 of
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which are Independent Non-Executive Directors (62.50% of our Board). Of
the 8 Directors, 3 are women (37.50%) while the remaining members are
men.

Our Group has applied the practices and guidance of the MCCG to our
Group as an applicant for Listing.

() Whistleblowing policy

Our Group is committed to conduct our business activities in an ethical,
transparent and responsible manner. As such, we have put in place a
Whistleblowing Policy, in line with the Whistleblower Protection Act 2010, for
our stakeholders such as customers, employees, suppliers, sub-contractors
and local community to report any genuine concerns or allegations about
actual or suspected fraud carried out by our Group, alleged unethical
behaviours, or improper business conduct carried out by our employees or
external parties with business relationships with our Group that may affect
our Group.

(1) Anti-bribery and corruption policy

Our Group is committed to conduct our business activities in an ethical,
transparent and responsible manner. As such, we have putin place an Anti-
Bribery and Corruption Policy, in line with the Malaysian Anti-Corruption
Commission Act 2009, that communicates our Group’s policy against any
form of bribery and corruption. We do not tolerate any bribery or corruption
practices amongst our employees, as well as external parties such as
customers and suppliers.

(IV) Enhancement of our Compliance framework

To monitor the ongoing implementation of our risk management policies and
corporate governance measures, our Group has resolved to set up a holistic
and robust compliance framework together with our operational structure
within our Group to ensure compliance in all areas. Our Group’s compliance
structure shall begin with our Board and cascades down to the 3 committees
namely Audit and Risk Management Committee, Nomination and
Remuneration Committee and Compliance Committee. The compliance
framework will then continue further downwards to the operational level and
this would make up the whole compliance framework of our Group. The
diagram below best depicts the compliance framework of our Group.

Board of Directors
| 4 ~

1 Audit and Risk |

[

| Management Committee
Executive Director & Group CEO f Nomination and

I Remuneration Committee

Compliance Committee

L —

Executive Director N\ s

____________________________

Group Chief Chief Operating Officer for General Manager of General Manager of Business Development
Financial Officer International Business Champion PT Champion PE Manager of Champion PE
Development of Champion PE

Note: Figure above depicts the various committees and their reporting responsibilities to our Board in regulating areas of
compliance.
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The 3 committees mentioned above will be reporting to our Board at least
on a quarterly basis and each committee are primarily tasked with
recommending policies based on their respective areas of responsibilities.
Our Board will provide for the approval on those recommended policies and
once approved, to be adopted and practised by our Group. On a need basis,
reporting to our Board would happen outside the set quarterly reporting
intervals to ensure matters of urgency regarding compliance are arrested
and attended to immediately.

The members of the various committees are selected based on their
experience and areas of professional training. The diagram below depicts
the composition of the members of the respective committees.

Audit and Risk Management Nomination and c li c it
Committee Remuneration Committee ompliance Commitiee
Liew Chee Kar Foo Ming —— Lai Hooi Yim (Member)
Lai Hooi Yim (Member) Willham Siau (Member)
(Chairman) i
Willham Siau ([eTEmTEnY Tham Wei Mei L Tham Wei Mei (Member)
(Member) (Member)
Hun Jiang Yann

(Member)
Liew Chee Kar __ |

|

|

1

|

|

|

|

1 (Chairman) - Tan Lay Choon
1 (Member)
|

|

|

|

|

1

Puvanes A/P Rajanantran
— (Independent DOE
Consultant)

Wong Swe Peng
— (Independent DOSH
Consultant)

Note: Figure above depicts the various committees set up by our Board to regulate areas of compliance and their respective
members composition.

Our Group has established distinct terms of reference for each committee to
oversee the governance and compliance aspects in their respective areas
of responsibilities. The authorities, duties and responsibilities of each
committee as stated in their respective terms of reference are as stated in
Section 4.2 of this Prospectus.

Our Group had, on 8 February 2023, established our Compliance
Committee, which is tasked in and responsible for monitoring and
overseeing all areas of our Group’s compliance such as the legal and
regulatory compliance matters including, but not limited to, the compliance
with licensing, permits and approvals for the businesses in Malaysia and
Singapore. At operational level, we have also established the reporting
structure as depicted in the diagram below and the SOPs for each of the
areas of compliance.

The rest of this page has been intentionally left blank
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Workplace Safety
and Health

| Licences and
| | Approvals

Finance and Tax

!

s
o
g
8
]

Safety General Manager of
and Heaith Champion PE

I Approvals

General Manager of
Champion PE

Note: Figure above depicting the reporting structure at operational level of the Group to regulate areas of compliance.

|—»| Human Resources

Licences and General Manager of
Champion PE

We have also set out relevant SOPs for the respective functional areas of
our Group to ensure the compliance with the relevant laws, regulations, rules
and requirements governing the conduct of our business.

As at the LPD, some of our pertinent SOPs are as summarised below:-

(A) SOPs for Environmental Compliance for Malaysia operations of our

Group

Identification and classification of The scheduled waste policies will be updated by
r-—- the said scheduled wastes have the Compliance Department within 30 days to
Existing Scheduled Wases | been stated in the scheduled waste include the new scheduled wastes and DOE will be
F---» policies of our Group, which has notified by the Compliance Department within 30
\ been reviewed by the Head of days for the generation of the said new scheduled
r--- Compliance and Independent DOE wastes. In any case, production will not commence
1 Consultant and have been duly until notification by Compliance Department to the

notified to the DOE DOE has been done

Identify any new materials or
chemicals to be acquired and

_ -
In the event of new materials or

) R <

New Production Process EEEEEy any new chemicals are to be acquired, the
1 scheduled wastes that may be Purchasing Depart t will noti
L generated from the said new el DT Wil ey

== production process the Compliance Department

Tasked to monitor the scheduled ‘Whenever required, the Plant Manager will
wastes to ensure the scheduled do periodic inspection on the temporary

== wastes are moved to the -=a---- ' storage containers and the designated
designated storage area as and storage area and rectify non-compliance on
when it is required an immediate basis

A4
Issue warnings to the workers who do not
comply with the policy of our Group in
relation to the storage of scheduled wastes

Whenever a given shift ends, all
the temporary storage containers —
are checked and when required, Notification to

the scheduled wastes are moved :

from the said temporary storage

containers to the designated e mm— e —— |

storage area of scheduled wastes 1 Legend: 1

I ---- Persons responsible 1

I —» Process flow 1

!

-

S §
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Tasked to package of scheduled
wastes correctly in accordance

Whenever required, the Plant Manager will
do periodic inspection on the scheduled

. with the DOE's requirements Plant i i
Packaging of Scheduled 7 ——————— —> waste containers and the designated
. ----+  Production Staff ——————— when they move the scheduled Manager storage area and rectify non-compliance on
wastes from temporary storage an immediate basis
containers to the designated
SHEIEEREEE Issue warnings to the workers who do not
comply with the policy of our Group in
relation to the packaging of scheduled
wastes .
i
: Notification to :
A4 v
Human Resource Compliance
Department Department
Tasked to label the containers of Whene\_/er_required, _the Plant Manager will
scheduled wastes correctly in Plant do periodic inspection on the scheduled
accordance with the DOE's ————-——- Manager — waste containers gnd the de_signated
Labelling of Scheduled Wastes ----- »  Production Staff ———— requirements and immediately sto_rage el and _"ECtlfy non-compliance on
when they place a new storage an immediate basis
containers in the designated v
storage area Issue wamings to the workers who do not
comply with the policy of our Group in
relation to the labelling of scheduled wastes
|
A\ Notification to v
Human Resource Compliance
Department Department
_______________ i
I Legend: |
I --- Personsresponsible I
: — Process flow 1
_______________ o
Inform the
In general, our Group will Compliance — ______________ > Compliance
Transportation of Scheduled schedule for the transportation of _ [ g g sk e e Department Department
Wastes and Waste Collect: scheduled wastes with the waste accordingly
contractors twice weekly
5 . *« Ask the copies of licences from the waste
EElel @ ely —Eedeion . contractors and monitor the expiry of the said
manager on the need to have the __ Production (EEnees Gh e calt] Wess CerEssms
waste collectors to come to collect Supervisor

Record of Scheduled
Wastes

———————— -+ Production Staff

before the

R ———

l

Tasked to weigh the solid
scheduled wastes produced and
record the said weight in a manual
form before moving the said solid
scheduled wastes to a designated
storage area

schedule is due

Tasked to record the volume of the
liquid scheduled wastes in a manual
form before moving the said liquid
scheduled wastes to a designated
storage area

v
Compliance
Department

+ Check the progress of the renewal of the licences
from the waste contractors at least 1 month before
the said expiry.

+ In any event, the Compliance Department will not
engage the waste contractor if their licences have
been expired and not been renewed

« Check the accuracy of the summation provided by the production

staff by checking against the weight of the solid scheduled wastes
and the volume of liquid scheduled wastes as stated in each
manual form

« Keep the scheduled waste inventory records on a monthly basis

Legend:
---% Persons responsible
— Process flow
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Production
. Staff * Maintain the cleanliness of the factory
1
1
\ Production * Immediately do cleaning upon sighting of any spillage of
Cl g T & h scheduled waste
! Supervisor
1
i Maintenance Ensure cleaning of each of the Existing Plants is to be conducted on
L——=p — ¥ N
Department a daily basis
Record L ___ Compliance Keep the records in relation to matters on DOE compliance for at
Keeping Department least5 years
-— Compliance
! Department + Perform workplace environmental audit and inspection on a
Workplace Environmental ___ | | quarterly basis
Audit and Inspection E
! Independent DOE + Report any non-compliance to the Compliance Committee
* Consultant
Training - - —» Compliance Conduct internal training for all production staff who are handling the scheduled
Department wastes to ensure proper handling of scheduled wastes atleast once a year

e m e m e
I Legend:

I --- Personsresponsible

I —» Process flow

(B) SOPs for Workplace Safety and Health Compliance for Malaysia

operations of our Group

Review of HIRARC:-
(a) At least once a year; or
(b) Whenever there is a change in the:-

Hazard Identification, Risk Safety and Health

Assessmentand Risk Control ——» (i) faciltyor 0 mem——— » Officer and
(HIRARC) (i) Regulations; or Production Manager
(iii)  Introduction of new equipment; or
(iv) Introduction of new hazard
Production Department .
(Production Manager) Purchasing
and Engineering Manager Department
SRR Sy R —— L .
1 - ! ’ 1 !
Chemical Control Identification ~ of  new Allg W @ e Wy i Sourcing for supplier for the Request for the safety data sheet for the

— Registration Form and nofification —

Management chemicals to be acquired e e D! new chemicals to be acquired new chemicals and seek purchase approval
Compliance Department, . )
Safety and Health Officer Approval for usage of new chemical after Asfsess'”g of safgt;;_ data Zheet |0nﬁlts
and Safety and Health sufficient safety measures recommended <—— S? ter:y recommendaéons ?n theva u_aﬁon
Committee in safety data sheet are in place @ 12 EHITe AIes 1 {2 @iy
ry safety measures
————————————————— 1 T
1 | e o - ——— - ——— o
Emergency g;r;;:z:;suson ?;s;or?]z;gen% Conduct fire and evacuation ‘ .
Preparedness existing staff and new staff > drill for each of our Existing Safety anld Health Officer and
Response g Plants at least once a year Compliance Department

(during orientation)

Legend:
---% Persons responsible
— Process flow
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First Aid Management —»

Forklift Safety —_—

Compliance Department,
Safety and Health
Officer and Safety and
Health Committee

Ensure at least 2 first aid kits First aiders to check the
and 4 to 5 trained first aiders in ——» sufficiency of first aid kits at
each of the Existing Plants leastonce a day

Compliance Department

1 1
Ensure forklift operators attend Monitoring of the validity of
appropriate external training and certificate of competency and
obtain a valid certificate of ——®» source for external trainers at
competency before operating the least 2 months prior to licence
forklift expiry

Proper record keeping of all

WEMIETEre: <— - — approved daily

operational <—— checklist to

Registration with Compliance
Department and retaining of valid |
certificate of competency during

forklift operations

¥

Daily operational check using
checklist and seek approval from
Manager prior to forklift
operations

v

N
1
1
I
1
1
1

- -} Forklift operators
I
1
1
I
Handing off daily operational I
o4

the Maintenance =

Incident Investigation —»

Record keeping —

Workplace Safety and

Health Audit and —»
Inspection
Training —

D E checklist of the forklift Department
Fmmmm e ——————
I Legend:
I ---+ Personsresponsible
: — Process flow
_______________ a
Safety and Health
Production Manager Officer and Compliance
or Plant Manager Department

A

Notification of all types of !

accidents, including near Determine the severity of

miss accidents to the Safety —— the incidents whether to be ——»
and Health Officer and reported to DOSH

Compliance Department

Keep records relating to
DOSH compliance matters = -
for at least 5 years

Compliance
Department

Perform workplace safety and

health audit and inspection on a Skt
) Department and
quarterly basis and report to the =--%
3 ’ Independent DOSH
Compliance Committee for any
Consultant

non-compliance

Assess training needs of the related
production staff on annual basis and — be conducted

on a need basis, if required engagement of external trainers
T T

1
i i Safety and

Health
--------------------- » Officer and Compliance
Department

1
Responsible to inform DOSH
within 7 days from the
incident (if severe enough to
be reported to DOSH)

Determination of training whether to
in-house or the

1
Perform investigation on the
matter reported and
implement the necessary
corrective action(s)

Legend:
-=--% Persons responsible
— Process flow
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(C)

Other Malaysia Compliance SOPs which include SOPs for Licences
and Approvals for Malaysia operations of our Group

Business Premise
and Advertisement
Licences

MITI Licences

= — = » Compliance Department

= = =% Compliance Department

To apply for the supporting letters from DOSH, BOMBA and DOE and apply for
Business Premise and Advertisement Licence for the additional plants to be
constructed/acquired/leased the moment the said construction/acquisition/lease is
at an advanced stage

Ensure any sort of business activities does not commence before the application
for Business Premise and Advertisement Licence is approved

Monitor and take action in regard to conditions imposed, if any, and renewal prior
to the expiry of the validity period for the Business Premise and Advertisement
Licences in accordance with our Group’s register of relevant approvals, licences
and certificates

To apply for MITI Licence for the additonal plants to be

— constructed/acquired/leased the moment the said construction/acquisition/lease is

at an advanced stage

Ensure any sort of business activities does not commence before the application
for MITI Licence is approved

Keep abreast with the latest update of the MITI requirements and vet through news

— in the media and broadcast in the website of MITI from time to time, and brief our

Group Chief Financial Officer if there is any update

Responsible to do the
necessary in relation to
the said renewal latest
approximately 1 month
prior to the expiry of the
validity period

!

Compliance Department

Compliance Department

!

Responsible to do the
necessary in relation to
the compliance with the
conditions imposed by
MITI

Legend:

---% Persons responsible
—>  Process flow

Factory Notification
(FMA 1967)

Certificate of Fitness
(FMA 1967)

= = =% Compliance Department

+ Safety and Health Officer ——

- = =% Compliance Department

+ Safety and Health Officer ——

Serve the written notice to the inspector of factories and machinery for the new

plants to be constructed/acquired/leased the moment the said factory are ready to = = = = = = » Compliance Department

commence operations

Ensure any sort of business activities does not commence 1 month before the
written notice is served to the inspector of factories and machinery

Keep abreast with the latest update of the DOSH's requirements and FMA 1967
and vet through news in the media and broadcast in the website of DOSH from
time to time, and brief our Group Chief Financial Officer if there is any update

Monitor and take action in regard to conditions imposed, if any, and renewal prior
to the expiry of the validity period for the certificate of fitness in accordance with
our Group's register of relevant approvals, licences and certificates

Keep abreast with the latest update of the DOSH's requirements and FMA 1967
and vet through news in the media and broadcast in the website of DOSH from
time to time, and brief our Group Chief Financial Officer if there is any update

Responsible  to

I

ensure

notification will be submitted
latest approximately 1 month

from

commencement

the targeted
date  of

operations of such factory

- == Compliance Department

!

Responsible to  do  the
necessary in relation to the said
renewal latest approximately 2
month prior to the expiry of the
validity period

Legend:
---% Persons responsible
— Process flow
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