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contained in this document;
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(f)  this document must not be regarded as an inducement to subscribe for or purchase any securities, and no
such inducement is intended;

(g) neither the Company nor any of its affiliates, advisers or underwriters is offering, or is soliciting offers to
buy, any securities in any jurisdiction through the publication of this document;

(h) no application for the securities mentioned in this document should be made by any person nor would
such application be accepted;

(i)  the Company has not and will not register the securities referred to in this document under the United
States Securities Act of 1933, as amended, or any state securities laws of the United States;

(j)  asthere may be legal restrictions on the distribution of this document or dissemination of any information
contained in this document, you agree to inform yourself about and observe any such restrictions
applicable to you; and

(k) the application to which this document relates has not been approved for listing and the Stock Exchange
and the SFC may accept, return or reject the application for the subject public offering and/or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are reminded
to make their investment decisions solely based on the Company’s prospectus registered with the Registrar of
Companies in Hong Kong, copies of which will be distributed to the public during the offer period.
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SUMMARY

This summary aims to give you an overview of the information contained in this
document. As this is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety by, and should be read in conjunction with,
the full text of this document. You should read the whole document before you decide to
invest in the [REDACTED]. There are risks associated with any investment. Some of the
particular risks in investing in the [ REDACTED] are set out in the section headed “Risk
Factors” in this document. You should read that section carefully before you decide to invest
in the [REDACTED].

OVERVIEW

Established in Singapore in 1988, we are a contract manufacturer specialised in
manufacturing equipment, machines, sub-systems, precision tools, spare parts and
components in the semiconductor industry. Our products are primarily purchased by (i)
original design manufacturers of semiconductor process equipment (i.e. SPE, equipment
used to manufacture or process semiconductors) and (ii) users of semiconductor process
equipment. Our products are generally applied to form a part of SPE for manufacture of
semiconductors or applied to manufacture or process semiconductors'¥°*’. During the
Track Record Period, the majority of our revenue were generated from manufacturing of
wire bonding handling systems, an essential sub-system of a wire bonders, which is
semiconductor back-end equipment. According to the Industry Report, we are the world’s
largest contract manufacturer of wire bonder handling systems in the global wire bonder
handling system contract manufacturing industry in terms of revenue with a market share of
approximately 51.8% in 2016.

For further information of our market, please refer to the “Industry Overview” section
of this document. The following diagram outlines the semiconductor manufacturing process
and segmentation of related semiconductor process equipment:

Semiconductor
manufacturing

Desi Wafer fabrication
S1g2] e, »
esign (“front-end” process)

Packaging, assembly il e

manufacturing

‘Wafer fabrication Packaging, assembly
equipment and testing equipment
I 1 1
‘Wire bonders Testing machines Other equipment
|
I R R 1
q ]
Bond head ! Handling system @y oy

and sub-system

I Our business focus !

Note: The end-product devices of semiconductors are digital products, such as smartphones, consumer
electronics and computers.
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OUR BUSINESS MODEL

This simplified diagram below illustrates our existing business model:

EMS products
and services

EMS Customers
(including original
design manufacturers)

Components and
parts as production
materials

Purchase orders

Suppliers - Our Gl'Ol.lp

Purchase orders ODM products

ODM Customers
(including users
of SPE)

T Purchase orders

Our EMS and ODM segments

EMS Division ODM Division

Types of EMS products:
* sub-systems

« complete machines

* components

« automated equipment
* precision tools
* spare parts

Types of ODM products:

EMS services:
* maintenance and
commissioning services

During the Track Record Period, we have two divisions, namely the electronics
manufacturing services division (“EMS Division”) and the original design manufacturing
division (“ODM Division”). Our EMS Division primarily focuses on the manufacture of
sub-systems, complete machines and components and the provision of post-warranty period
maintenance and commissioning services. Our ODM Division primarily focuses on the
designs and manufacture of automated equipment, precision tools and spare parts.

The following table sets out our segment revenue by divisions and product types and
services during the Track Record Period:

For the year ended 31 December

2015 2016 2017
% of the % of the % of the
revenue of revenue of revenue of
the EMS/ % of the the EMS/ % of the the EMS/ % of the
ODM revenue of ODM revenue of ODM revenue of
S$°000 Division  our Group  S$°000 Division  our Group ~ S$°000 Division  our Group
EMS Division
Products
Sub-systems 58,518 62.8 54.7 90,053 92.0 84.2 114,401 95.7 88.7
Complete machines 22,907 24.6 214 2,597 2.7 2.4 255 0.2 0.2
Components 1,619 1.7 1.5 2,075 2.1 1.9 4,459 3.7 3.5
Services
Maintenance and
commissioning services 10,191 10.9 9.6 3,155 3.2 3.0 412 0.4 0.3
Sub-total 93,235 100.0 87.2 97,880 100.0 91.5 119,527 100.0 92.7
ODM Division
Products
Automated equipment 4,702 34.4 4.4 2,432 26.7 2.3 3,342 35.5 2.6
Precision tools 4,644 34.0 4.3 2,842 31.2 2.6 2,430 25.8 1.9
Spare parts 4,315 31.6 4.1 3,843 42.1 3.6 3,653 38.7 2.8
Sub-total 13,661 100.0 12.8 9,117 100.0 8.5 9,425 100.0 7.3
Grand total 106,896 100.0 100.0 106,997 100.0 100.0 128,952 100.0 100.0
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OUR CUSTOMERS

For our EMS Division, our customers include original design manufacturers which
produce SPE. For our ODM Division, our customers includes users of SPE. We also have
customers from other sectors, such as manufacturers which produce test and measurement
equipment. For the three years ended 31 December 2017, the aggregate revenue from our
top five customers amounted to S$93.2 million, S$95.8 million and S$119.7 million,
respectively, representing 87.2%, 89.5% and 92.9% of the total revenue of our Group
during the corresponding period respectively. All of our five largest customers during the
Track Record Period are Independent Third Parties.

During the Track Record Period, we have a major customer, namely, Customer A, who
contributed approximately 48.5%, 72.6% and 77.9% of the total revenue of our Group for
the three years ended 31 December 2017, respectively. Customer A has been our customers
since 1999 and is one of the world’s leading manufacturers of wire bonding equipment in
terms of sales revenue in 2016 according to the Industry Report.

For details, please refer to the section headed “Business — Customers” of this
document.

Pricing Policy

Our pricing policy is based on a cost-plus pricing model. In determining the price of
our products, we take into consideration an array of factors, including our customers’
loyalty and our business relationship with them, as well as our costs of procurement and
production. For details, please refer to the section headed “Business — Customers —
Pricing Policy” of this document.

Credit Policy

We generally grant our customers a credit period ranging from 30 to 90 days from the
date of invoice. The length of credit period varies on a case-by-case basis depending on,
among others, customer’s reputation and credibility, payment history and our business
relationship. For details, please refer to the section headed “Business — Credit Policy” of
this document.

Marketing

Our customer service team is responsible for the sales and marketing of our Group. To
enhance our brand awareness and to identify potential customers, we attend industry
exhibitions around the globe and place advertisements on trade journals. For details, please
refer to the section headed “Business — Sales and Marketing” of this document.
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OUR SUPPLIERS

We manufacture the parts we need for production in-house and source from third
party suppliers. The principal raw materials we procure for production of our products
include commercial items which are ready-made items (such as motion control components,
sensors, electronics components and hardware) and fabrication items which are made
according to specifications of our customers (such as metal machining parts and frames).
During the Track Record Period, we purchased raw materials from the PRC, Singapore and
Malaysia. For the three years ended 31 December 2017, the aggregate purchase from our
top five suppliers amounted to S§$12.9 million, S$18.2 million and S$26.4 million,
respectively, representing 19.3%, 25.2% and 26.8% of our total purchase during the
corresponding period respectively. All of our five largest suppliers during the Track Record
Period are Independent Third Parties.

For details, please refer to the section headed “Business — Raw Materials and
Suppliers” of this document.

OUR COMPETITIVE STRENGTHS

We believe our success and future growth are attributable to the following competitive
strengths: (i) we are a long-established contract manufacturer with over 30-year track
record in the semiconductor back-end equipment industry and are well positioned to be
benefit from favourable industry growth; (ii) we are rooted in Singapore with well-
established manufacturing facilities strategically located in the PRC managed by our senior
management with Singaporean background; (iii) we have high commitment to quality and
are recognised by our customers which are world-leading companies; (iv) our strong
manufacturing capabilities in precision engineering that add value for our customers; (v)
our research and development capabilities with engagement with customers on product
development; and (vi) we have experienced management and a engineering team with high
caliber and a proven track record.

For details, please refer to the section headed “Business — Competitive Strengths” of
this document.

OUR BUSINESS STRATEGIES

In order to exploit the opportunities presented by favourable industry development
and to diversify our customer base, we have the following strategies: (i) pursue expansion of
production capacity; (ii) expand our market share in Japan, Europe and the United States;
(iii) develop our engineering and technological knowledge through training and joint
venture/merger and acquisitions; and (iv) expand our research and development for new
niche functions of machines.

For details, please refer to the sections headed “Business — Business Strategies” and
“Future Plans and Use of [REDACTED]” of this document.
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COMPETITIVE LANDSCAPE

While our customers come from different sectors, our revenue was mainly derived from
our sales of wire bonder handling systems. According to the Industry Report, in terms of
the market for contract manufacturing handling systems used in wire bonders, our
Company held a dominant position as of 2016, having generated revenues of approximately
US$56.2 million, which accounted for approximately 51.8% of the total market size. The
top five players of the global wire bonder handling systems contract manufacturing industry
together took up approximately 79.0% of the total market size. The global wire bonder
handling systems contract manufacturing is expected to maintain its growth momentum.
The size of the market is expected to increase at a CAGR approximately of 2.8% between
2016 and 2021, reaching approximately US$124.3 million by 2021.

RISK FACTORS

There are risks associated with any investment. Set out below are some of the major
risks that may materially and adversely affect us:

e We rely on Customer A, our single largest customer during the Track Record
Period;

e  We generally do not enter into long term agreements with our customers;

e  We are subject to technological changes in the semiconductor industry and we
may not able to manage;

e We may be exposed to intellectual property infringement, imitation or
misappropriation claims by third parties that, if determined adversely against
us, could cause us to pay significant damages.

Our Company was incorporated in Singapore and taxation laws of Singapore may
differ from other jurisdictions, including Hong Kong. Potential investors are advised to
consult tax advisers for the overall tax consequence of acquiring, owning or selling the
Shares. For details of taxation laws in Singapore, please refer to the section headed
“Regulatory Overview”.

LEGAL PROCEEDINGS AND NON-COMPLIANCE

During the Track Record Period and as at the Latest Practicable Date, we were not
involved in any litigation, arbitration or claim of material importance. For details, please
refer to the section headed “Business — Legal Proceedings and Compliance” of this
document. During the Track Record Period and as at the Latest Practicable Date, there had
been no material breach of applicable laws and regulations, except for the non-compliance
incident set out in the section headed “Business — Legal Proceedings and Compliance —
Regulatory Compliance” of this document.
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SHAREHOLDERS’ INFORMATION

Immediately upon completion of the [REDACTED] (without taking into account of
any Shares which may be allotted and issued pursuant to the exercise of the [REDACTED)]
and options which may be granted under the Share Option Scheme), our Company will be
owned as to (i) approximately [REDACTED]% by the Lim Family, comprising Mr. Lim,
Ms. Foo and Mr. Lim Khin Mann, as a group of our Controlling Shareholders; and (ii)
approximately [REDACTED]% by the CE Related Parties, comprising Diamond Wealth
and its holding companies, together with Mr. Du and Sino Expo, as another group of
Controlling Sharcholders. For details, please refer to the section headed “Relationship with
our Controlling Sharcholders”.

[REDACTED] INVESTMENT

We have a [REDACTED] investor, namely Diamond Wealth, which is a subsidiary of
CEL. CEL is a subsidiary of China Everbright Group. There were two tranches of
[REDACTED] investment which were completed on 19 October 2016 and 21 December
2017, respectively. Upon completion of the [REDACTED] investment, Diamond Wealth
held approximately 42.93% of the issued share capital of our Company, and Diamond
Wealth was owned as to 97% by CE Venture and 3% by Mr. Du at the relevant time. Under
the Share Swap that took place on 5 February 2018, Diamond Wealth transferred
approximately 1.29% of the issued share capital of our Company to Sino Expo (an
investment vehicle wholly owned by Mr. Du) in consideration of Mr. Du transferring 3% in
the issued share capital of Diamond Wealth to CE Venture. As a result, Diamond Wealth
and Sino Expo held approximately 41.64% and 1.29% of the issued share capital of our
Company, respectively. For details, please refer to the section headed “History and
Development — [REDACTED] Investment”.

SUMMARY OF FINANCIAL INFORMATION AND OPERATIONAL DATA

The following is the summary of the consolidated statements of profit or loss and other
financial information during the Track Record Period:

Selected consolidated statements of comprehensive income

For the year ended 31 December

2015 2016 2017

S$°000 S$°000 S$°000
Revenue 106,896 106,997  128,952"
Gross profit 25,500 21,917 24,810
Profit for the year 11,234 3,096 8,032
Total comprehensive income for the year 11,843 1,719 7,661

Notes:

(1) The increase in our revenue for the year ended 31 December 2016 as compared to that for the
corresponding period in 2017 was mainly due to strong demand from Customer A as a result of their
business expansion in the PRC market.
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(2) The decrease in our profit for the year ended 31 December 2016 as compared to that for the
corresponding period in 2015 was mainly due to the settlement of customer’s one-off and non-
recurring claim of approximately S$6.9 million.

Selected consolidated statements of financial position

As at 31 December

2015 2016 2017

S$°000 S$°000 S$°000
Non-current assets 18,830 18,320 20,414
Current assets 64,346 67,744 78,924
Current liabilities 22,374 21,487 27,945
Net current assets 41,972 46,257 50,979
Total non-current liabilities 734 770 1,100
Net assets 60,068 63,807 70,293V

Note:

(1) The increase in our net assets as at 31 December 2016 as compared to that as at 31 December 2017
was primarily due to increase in inventories resulting from the increase number of purchase order we
received close to the year ended, and increase in available-for-sale investment resulting from
investments in bank financial products issued by banks in the PRC.

Selected consolidated statement of cash flows

For the year ended 31 December

2015 2016 2017
S$°000 S$°000 S$°000

Net cash flows generated from operating activities 14,009 1,906 3,017
Net cash flows (used in)/generated from

investing activities (12,104) 6,035 (9,772)
Net cash flows (used in)/generated from

financing activities (2,610) 1,120 (1,261)
Net increase (decrease) in cash and cash equivalent (705) 9,061 (8,016)
Cash and cash equivalents at beginning

of financial year 13,736 13,248 21,820
Effects of exchange rate changes on cash and cash

equivalents 217 (489) (147)
Cash and cash equivalents at end of financial year 13,248 21,820 13,657

Key financial ratios

As at/For the year ended 31 December

2015 2016 2017
Current ratio 2.9 times 3.2 times 2.8 times
Gearing ratio 1.6% 0.1% N/A
Debt to equity ratio N/A N/A N/A
Interest coverage 152.8 times 184.1 times  275.0 times
Return on total assets? 13.5% 3.6% 8.1%
Return on equity® 18.7% 4.9% 11.4%
Net profit margin 10.5% 2.9% 6.2%
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Notes:

(1)  The decrease in the return on assets decrease significantly for the year ended 31 December 2015 as
compared to that for the corresponding period in 2016 was mainly due to decrease in profit for the
year in 2016 as a result of the settlement of a customer’s claim in 2016. The return on total assets
subsequently increased for the year ended 31 December 2017, mainly due to the increase in profit in
2017.

(2) The decrease in the return on equity for the year ended 31 December 2015 as compared to that for
the corresponding period in 2016 was mainly due to the decrease in profit in 2016 as a result of the
settlement of a customer’s claim in 2016. The return on equity then increased for the year ended 31
December 2017, mainly due to the increase in profit for the year.

For further details of the key financial ratios, please refer to the section headed
“Financial Information — Summary of Financial Ratios”.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Our business model has remained unchanged and our revenue and cost structure has
remained stable since 31 December 2017. Our Directors have not noticed any potential
disruptions to our business which would have a material adverse impact on our financial
and operating position.

Our Directors confirmed that from 31 December 2017 up to the date of this document,
(1) there had been no material adverse changes in the market conditions or the industry and
environment in which we operate that materially and adversely affect our financial or
operating position; (ii) there was no material adverse change in the trading and financial
position or prospects of our Group; and (iii) no event had occurred that would materially
and adversely affect the information shown in the Accountants’ Report set out in Appendix
I to this document.

DIVIDEND

We have not formulated any policy for future dividend payments. For each of the three
years ended 31 December 2015, 2016 and 2017, our Group declared dividends of
approximately S$1.3 million, S$2.6 million and S$7.7 million, respectively. Pursuant to
Share Purchase Agreement of the [REDACTED] Investment, subject to compliance with
the requirements of Singapore law, upon getting approval from the Stock Exchange for our
Company’s [REDACTED] application, prior to completion of the qualified [REDACTED],
Mr. Lim and Unitras shall procure that our Company would declare and pay dividends of
approximately S§{REDACTED] in [REDACTED], which consists of (i) dividend of
approximately S§7.7 million to our existing Shareholders (other than Diamond Wealth and
Sino Expo), (ii) dividend of approximately S$3.8 million to our existing Shareholders (other
than Diamond Wealth and Sino Expo), representing half of the net profits for the financial
period from 1 January 2016 to 30 September 2016, and (iii) dividend of approximately
SSIREDACTED] to all Shareholders, representing the remaining undistributed profits up
till [REDACTED)]. Such dividends will be paid through our internal cash resources. For
further information, please refer to the section headed “Financial Information —
Dividend”. Save for disclosed above, we have no plan to pay or declare any dividends
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SUMMARY

prior to the [REDACTED]. We do not intend to determine any expected dividend payout
ratio after [REDACTED] since our priority is to use our earnings for business development
and expansion of customer base in the interest of our Shareholders as a whole. Our
Directors may recommend a payment of dividends in the future after taking into account
our operations and earnings, capital requirements and surplus, general financial condition,
contractual restrictions, capital expenditure and future development requirements,
shareholders’ interests and other factors which they may deem relevant at such time.

[IREDACTED]
Based on the minimum  Based on the maximum
indicative indicative
[REDACTED] of [REDACTED] of
HKS[REDACTED] per HKS[REDACTED] per
Share Share
HKS$ HKS$
Market capitalization [REDACTED] [REDACTED]
[REDACTED] adjusted consolidated net
tangible assets per Share [REDACTED] [REDACTED]

USE OF [REDACTED]

We estimate that we will receive [REDACTED] of approximately HK§REDACTED]
million (equivalent to approximately SSIREDACTED]) from the [REDACTED], assuming
that the [REDACTEDY] is not exercised, after deducting the [REDACTED] and estimated
expenses in connection with the [REDACTED] and assuming the initial [REDACTED] of
[REDACTED] per [REDACTED], being the mid-point of the indicative [REDACTED]
range. We intend to use all of the [REDACTED] from the [REDACTED] for the following
purposes:

% of the net (equivalent to
Use of [REDACTED] [REDACTED)] HKD million SGD million)

Expansion of our production

capacity [REDACTED] [REDACTED] [REDACTED]
Development and acquisition of

engineering and technological

knowledge [REDACTED] [REDACTED] [REDACTED]
Expansion of our marketing

activities in Japan [REDACTED] [REDACTED] [REDACTED]
Research and development of

products [REDACTED] [REDACTED] [REDACTED]
General working capital [REDACTED] [REDACTED] [REDACTED]
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[REDACTED] EXPENSES

The [REDACTED] expenses in connection with the [REDACTED] consist primarily of
professional fees and [REDACTED] commission, and are estimated to be approximately
[REDACTED] (assuming that the [REDACTED] is conducted at the mid-point of the
[REDACTED] range). Such estimated [REDACTED] expenses are non-recurrent in nature.
The [REDACTED] expenses of (i) approximately [REDACTED] is directly attributable to
the issue of the [REDACTED] and is to be accounted for as a deduction from equity in
accordance with the relevant accounting standard and (ii) approximately [REDACTED]
has been or is to be charged to the consolidated statements of profit or loss, of which (a)
approximately [REDACTED] for the year ended 31 December 2017 and (b) approximately
[REDACTED] is exchanged to be charged prior to or upon the [REDACTED]. We do not
expect these [REDACTED] expenses to have a material impact on our business and results
of operations for the year ending 31 December 2018.

REASONS FOR [REDACTED] IN HONG KONG

Our Directors, after having considered the following reasons, believe that the
[REDACTED] is beneficial to our Group for our business expansions and our long term
goals and our Company and our Shareholders as a whole: (i) Hong Kong has a strategic
location of the stock market in-line with our expansion plan in Japan, Europe and the
United States; (ii) Hong Kong is an international finance centre and the [REDACTED] in
Hong Kong is important for our future investment or acquisition; (iii) Hong Kong has
better access to capital and future fund raising; and (iv) successful [REDACTED] will
enhance our ability to attract talents in Hong Kong and the PRC.

For details, please refer to the paragraphs headed “History and Development —
Reasons for [REDACTED] in Hong Kong”.

~10 -
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In this document, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“[REDACTED]”
“associate(s)”

“Beta Nova”

“Board” or “Board of
Directors”

“Business Day(s)”

“BVI”

“CAGR(s)”

“[REDACTED]”

“CE Hong Kong”

[REDACTED]
has the meaning ascribed thereto in the Listing Rules

Beta Nova Electronic Company Limited* (F#EIEHEETH
FRZAH]), a limited liability company established in the PRC on 29
November 2007 and an indirect wholly-owned subsidiary of our
Company

the board of Directors

any day (other than a Saturday, and Sunday or public holidays)
on which banks are generally open for business in Hong Kong

the British Virgin Islands

compound annual growth rate(s), representing the year-over-
year growth rate of a value over a specified period of time, taking
into account the effects of compounding

[REDACTED]

China Everbright Holdings Company Limited (9 BJ6 R4 EAH
FRZAH]), a company incorporated in Hong Kong with limited
liability on 10 May 1983 and one of our Controlling
Shareholders, which indirectly holds approximately 49.74%
shares in CEL and is a subsidiary of China Everbright Group

— 11 =
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“CE Related Parties”

“CE Venture”

“CEL”

“Chairman”

“China Everbright
Group”

“CIC”

“close associate(s)”

“Companies
Ordinance”

“Companies (Winding
Up and
Miscellaneous
Provisions)
Ordinance”

LR T

“Company”, “our

LR T

Company”, “we” or

13 2

us

“connected person(s)”

Diamond Wealth and its holding companies, Mr. Du and Sino
Expo

China Everbright Venture Capital Limited, a company
incorporated in BVI on 12 July 2002 and one of our
Controlling Shareholders, which directly holds 100% shares in
Diamond Wealth and is directly wholly-owned by CEL

China Everbright Limited (FEIE KR A RATH]), a company
incorporated in Hong Kong on 25 August 1972, whose shares are
listed on the Stock Exchange (stock code: 165), and one of our
Controlling Shareholders. CEL indirectly holds 100% shares in
Diamond Wealth and is a subsidiary of China Everbright Group
due to consolidation of its financial statements into those of
China Everbright Group

the chairman of the Board

China Everbright Group Limited* (HEYtKEMMBAAF), a
company established in the PRC with limited liability on 12
November 1990 and one of our Controlling Shareholders, which
directly holds 100% shares in CE Hong Kong and is held as to
approximately 55.67% by Huijin and approximately 44.33% by
Ministry of Finance of the PRC

China Investment Corporation* (HFEHEEARITIEATR), a
company established in the PRC with limited liability on 28
September 2007, which is wholly-owned by the State Council and
holds 100% interest in Huijin

has the meaning ascribed to it under the Listing Rules

Companies Ordinance (Chapter 622 of the Laws of Hong Kong),
as amended, supplemented or otherwise modified from time to
time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

Kinergy Corporation Ltd., a company incorporated under the

laws of Singapore with limited liability on 4 January 1988

has the meaning given to it under the Listing Rules

— 12 —
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DEFINITIONS

“Constitution”

“Controlling
Shareholder(s)”

“Deed of Indemnity”

“Deeds of Non-
competition”

“Diamond Wealth”

“Director(s)”
“I[REDACTED]”
“I[REDACTED]”

“Group”, “Our

9

Group”, “we” or “us”

“[REDACTED]”
“[REDACTED]”

“HKSCC”

the constitution of our Company, conditionally approved and
adopted on [®] which will become effective on the
[REDACTED], as amended or supplemented or otherwise
modified from time to time, a summary of which is set out in
Appendix III to this document

has the meaning ascribed to it under the Listing Rules and, for
the purpose of this document, refers to (i) the Lim Family and (i1)
the CE Related Parties

the deed of indemnity dated [®] given by the Lim Family in
favour of our Company, details of which are set forth in the
section headed “Appendix IV — Statutory and General
Information — E. Other Information — 1. Tax and other
Indemnities” in this document

the deeds of non-competition dated [ ® | and executed by the Lim
Family and China Everbright Group, respectively, in favour of
our Company, details of which are disclosed in the section
headed “Relationship with Controlling Shareholders” in this
document

Diamond Wealth Global Limited, a limited liability company
incorporated in the BVI on 22 January 2016, which is wholly
owned by CE Venture and is one of our Controlling Shareholders

the director(s) of our Company
[REDACTED]

[REDACTED]

our Company and its subsidiaries at the relevant time or, where
the context so requires, in respect of the period prior our
Company became the holding company of its present
subsidiaries, the present subsidiaries of our Company or the
businesses carried on by such subsidiaries or (as the case may be)
their predecessors or any of them

[REDACTED]
[REDACTED]

Hong Kong Securities Clearing Company Limited

~ 13—
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“HKSCC Nominees”

GGHK$”’ ‘6HKD77 Or
“Hong Kong dollars”
or “HK cents”

“Hong Kong”
“IREDACTED]”

“Huijin”

“Independent Third
Party(ies)”

“Industry Report”

HKSCC Nominees Limited, a subsidiary of Hong Kong
Exchanges and Clearing Limited

Hong Kong dollars and cents, respectively, the lawful currency
of Hong Kong

the Hong Kong Special Administrative Region of the PRC
[REDACTED]

Central Huijin Investment Limited* (HR[ELHEHRELA
F]), a state-owned investment company established in the PRC
on 16 December 2003 with limited liability indirectly and wholly
owned by the State Council through CIC, which directly holds
approximately 55.67% equity interest in China Everbright
Group

an individual or a company which is independent from and not
connected with (within the meaning of the Listing Rules) any
directors, chief executive, substantial shareholders of our
Company, our subsidiaries or any of their respective associates

the industry report prepared by China Insights Consultancy

— 14 -
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“[REDACTED]”

“Japan Legal Advisers”

“[REDACTED]”,
“[REDACTED]” and
“[REDACTED]”

“Joint Sponsors”

33 JPY”

“Kinergy EMS”

“Kinergy Japan”

[REDACTED]

TMI Associates, the legal advisers of our Company as to the laws
of Japan

[REDACTED]

(i) China Everbright Capital Limited, a licensed corporation to
conduct type 1 (dealing in securities), type 4 (advising on
securities) and type 6 (advising on corporate finance) regulated
activities under the SFO; and (ii) Guoyuan Capital (Hong Kong)
Limited, a licensed corporation to conduct type 1 (dealing in
securities) and type 6 (advising on corporate finance) regulated
activities under the SFO

Japanese yen, the lawful currency of Japan

Kinergy EMS (Nantong) Company Limited* ({5475 ¥ (F3%) &
FRZ>F]), a limited liability company established in the PRC on 23
July 2003 and a direct wholly-owned subsidiary of our Company

Kinergy Japan K.K.* (F %> —Y v 8 X a4t), a stock

company established in Japan on 11 June 2015 and a direct
wholly-owned subsidiary of our Company

— 15—



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

“Kinergy
Mechatronics”

“Kinergy Nantong”

“Kinergy Philippines”

“Kinergy US”

“Kinergy Wuhan”

43 KPL”

“Latest Practicable
Date”

“Lim Family”

“IREDACTED]”

“Listing Committee”

“IREDACTED]”

“Listing Rules”

“Ministry of Finance”

Kinergy Mechatronics Shanghai Company Limited* (4 # & p¥
Y (L) AR, a limited liability company established in the
PRC on 2 July 1999 and an indirect wholly-owned subsidiary of
our Company

Kinergy Precision Engineering (Nantong) Co., Ltd.* {5+ #&7E
(B3 ) A FR/A ), a company established in the PRC with limited
liability on 8 June 2000 which was wholly owned by our
Company immediately before its deregistration

Kinergy Philippines, Inc., a corporation incorporated in the
Philippines on 6 April 2000 and a direct wholly-owned subsidiary
of our Company

Kinergy (U.S.), Ltd., a company incorporated in the
Commonwealth of Pennsylvania on 24 July 2008 which was
wholly owned by our Company immediately before its
dissolution

Kinergy Precision Engineering (Wuhan) Co., Ltd.* (J§H K% T
(RE) ABRAF), a company established in the PRC with
limited liability on 2 June 1993 which was an indirect wholly-
owned subsidiary of our Company immediately before its
deregistration

Kinergy Pte. Ltd., a limited liability company incorporated in
Singapore on 19 December 2013 and an indirect wholly-owned
subsidiary of our Company

[2 March 2018], being the latest practicable date prior to the date
of this document for the purpose of ascertaining certain
information contained in this document

Mr. Lim, Ms. Foo and Mr. Lim Khin Mann
[REDACTED]
the listing committee of the Stock Exchange

[REDACTED]

the Rules Governing the Listing of Securities on the Stock
Exchange

Ministry of Finance of the PRC ("% A [ H: A1 2 B EH)

~16 —
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“Mr. Du”

“Mr. Lim”

“Mr. Lim Khin Mann”

“Ms. Foo”

“Nantong Facility 17

“Nantong Facility 117

“IREDACTED]”
“Philippines”

“Philippines Legal
Advisers”

“Phpu

Mr. Du Xiaotang (F:BE%), our executive Director and one of
our Controlling Shareholders

Mr. Lim Kuak Choi Leslie (#&E 1), our founder, executive
Director, chief executive officer, one of our Controlling
Shareholders, the spouse of Ms. Foo and the father of Mr. Lim
Khin Mann

Mr. Lim Khin Mann (##k$%), the alternate Director to Ms. Foo,
one of our Controlling Shareholders and the son of Mr. Lim and
Ms. Foo

Ms. Foo Kaw Jee (70 %), our non-executive Director, one of
our Controlling Shareholders, the spouse of Mr. Lim and the
mother of Mr. Lim Khin Mann

Our production facility situated on 62 Zhongyang Road,
Nantong Economic Technological and Development area,
Nantong, Jiangsu Province, PRC which has been in operation
since 2002

Our production facility situated on 18 Fuxing Road, Nantong,
Jiangsu Province, PRC, as at the Latest Practicable Date, we had
not completed construction completion inspection

[REDACTED]
the Republic of Philippines

Fortun Narvasa & Salazar, the legal advisers of our Company as
to the laws of the Philippines

Peso, the lawful currency of the Philippines

17 -
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“PRC”

“PRC Legal Advisers”

“IREDACTED]
Investment
Agreements”

“I[REDACTED]”
“RMB”

“SAFE”

“SFC”

“SFO”

“SGX-ST”

“Shanghai Jiao-Tong”

“Share Option Scheme”

“Share Purchase
Agreement”

the People’s Republic of China and for the sole purpose of this
document shall exclude Hong Kong, the Macau Special
Administrative Region of the PRC and Taiwan

AnlJie Law Firm, the legal advisers of our Company as to the
laws of the PRC

the Subscription Agreement and the Share Purchase Agreement

[REDACTED]

Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC
the Securities and Futures Commission of Hong Kong

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

Singapore Exchange Securities Trading Limited

Shanghai Kinergy Jiao-Tong Mold Co., Ltd.* (_E¥#& 5l A$E-2C %
BLEAFR/AF]), a company established in the PRC with limited
liability on 27 April 1990 which was held as to 50% by our
Company and 50% by an Independent Third Party immediately
before its deregistration

the share option scheme conditionally adopted by our Company,
a summary of the principal terms are set out in the section
headed “Appendix IV — Statutory and General Information —
D. Share Option Scheme” in this document

the share purchase agreement dated 5 September 2016 (as
amended and supplemented by a supplemental agreement dated
31 December 2017) entered into by Mr. Lim and Unitras as
vendors and Diamond Wealth as purchaser in respect of the sale
and purchase of our Shares

—18 —
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“Share Subdivision”

“Share Swap”

“Share(s)”
“Shareholder(s)”
“Shareholders”
“Singapore”

“Singapore Companies
Act”

“Sino Expo”

“[REDACTED]”

“State Council”

“Stock Exchange”

“Subscription
Agreement”

“subsidiary(ies)”

“Substantial
Shareholder(s)”

“S$” or “SGD”

“Takeovers Code”

the subdivision of the then issued Shares from 157,337,831
Shares into [REDACTED] Shares pursuant to the resolutions of
the Shareholders passed on [ ® ]

the transfer of certain Shares from Diamond Wealth to Sino
Expo in consideration of Mr. Du transferring 3% shareholding
interest in Diamond Wealth to CE Venture pursuant to a share
swap agreement dated 5 February 2018 entered into by, among
others, Diamond Wealth and Sino Expo

ordinary share(s) in the share capital of our Company
shareholder(s) of our Company from time to time
holders of the Shares

the Republic of Singapore

the Companies Act, Chapter 50 of Singapore, as amended,
supplemented or otherwise modified from time to time

Sino Expo Holdings Limited, a company incorporated in BVI on
28 June 2016 which is wholly owned by Mr. Du and one of our
Controlling Shareholders

[REDACTED]
the State Council of the PRC (773 A R A1 B 75 Bt

The Stock Exchange of Hong Kong Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

the subscription agreement dated 5 September 2016 entered into
between our Company and Diamond Wealth in respect of
subscription of Shares by Diamond Wealth

a company which is for the time being and from time to time a
subsidiary (within the meaning of the Companies Ordinance and
the Singapore Companies Act) of our Company

has the same meaning ascribed to it under the Listing Rules
Singapore dollars, the lawful currency of Singapore

the Hong Kong Code on Takeovers and Mergers, as amended,
supplemented or otherwise modified from time to time
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“Track Record Period” the period comprising the three financial years ended 31
December 2015, 31 December 2016 and 31 December 2017

“UK” the United Kingdom of Great Britain and Northern Ireland, its
territories and possessions, and all areas subject to its
jurisdiction

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

“United States” or the United States of America, its territories and possessions, and

“uUS” all areas subject to its jurisdiction
“Unitras” Unitras (H.K.) Limited, a private company limited by shares

incorporated in Hong Kong on 26 February 1971 which is wholly
owned by Ms. Joyce S. Kerr, the spouse of Mr. Bradley Fraser
Kerr, our non-executive Director

“US$” or “USD” United States dollar, the lawful currency of the United States
[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

“%” per cent

Certain figures set out in this document have been subject to rounding adjustments.
Accordingly, figures shown as the currency conversion or percentage equivalents may not be an
arithmetic sum of such figures.

For the purpose of illustration only and unless otherwise specified in this document,
amounts denominated in SGD have been translated into HK$ at the rate of HK$1.00 =
S85.845. No representation is made that the SGD amounts could have been, or could be,
converted into HK$ at such rates or at any other rate on such date or on any other date.

The English names of the Chinese nationals, companies, entities, departments, facilities,
certificates, titles and the like are translation of their Chinese names and are included in this
document for identification purpose only and should not be regarded as their official English
translation. In the event of any inconsistency, the Chinese name prevails. English translations
of official Chinese names are for identification purposes only and are marked with “*”.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain terms used in this document in connection
with us and our business. These terminologies and their given meanings may not correspond to
those standard meanings and usage adopted in the industry.

“built in quality”

“contract
manufacturer/
contract
manufacturing”

“EDM”

“EMS”

“ex-factory”

“FCA”

“High mix, low
volume”

“ODM”

“semiconductor back-
end equipment
industry”

“semiconductor front-
end equipment
industry”

a quality control philosophy which emphasise quality should be
built in but not by inspection

a contract manufacturer is a manufacturer which is
subcontracted to manufacture components or products.
Contract manufacturing is a form of outsourcing

electrical discharge machining, a manufacturing process whereby
a desired shape is obtained by using electrical discharges (i.c.
sparks)

electronics manufacturing services which generally include
manufacturing, testing and distribution of electronic
components and sub-systems; a provider of EMS is a
manufacturer which provides specific manufacturing services to
original design manufacturers

a trade term which means the seller fulfills its obligations to
deliver when the seller make the goods available to the buyer at a
specified place

free carrier, a trade term which means that the seller fulfills his
obligation to deliver when he has handed over the goods, cleared
for export, into the charge of the carrier named by the buyer at
the named place or point

a manufacturing model that orders for products vary in
applications, lot sizes and processes which implied
requirements for ability to adapt change over product
specifications, convert our assembly line and flexibility to
accommodate increased volume

original design manufacturing, whereby a manufacturer designs
and produces products

the processes of wafer packaging, assembly and testing in the
semiconductor equipment industry

the process of wafer fabrication in the semiconductor equipment
industry
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“SMT” surface-mount technology, a method for producing electronic
circuits in which the components are mounted or placed directly
onto the surface of printed circuit boards

“SPE” semiconductor process equipment, equipment used in the
production of semiconductors

“sq. ft.” square feet
“wire bonding/wire the primary process used when interconnecting semiconductor
bonder” chips with their packaging involves the use of an ultrasonic

welding process called ‘wire bonding’. It is one of the most
important processes in the production and assembly of
semiconductor back-end equipment stage with more than 80%
of chip interconnections being produced using this process.

wire bonder is the equipment which performs wire bonding, for
the packaging, assembly and testing stage in the semiconductor
manufacturing process.
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements that are, by their nature, subject
to significant risks and uncertainties. The forward-looking statements are contained
principally in the sections headed “Summary”, “Risk Factors”, “Industry Overview”,
“Business”, “Financial Information” and “Future Plans and Use of [REDACTED]” in this
document. These statements relate to events that involve known and unknown risks,
uncertainties and other factors, including those listed under the section headed “Risk
Factors” in this document, which may cause our actual results, performance or
achievements to be materially different from performance or achievements expressed or
implied by the forward-looking statements. These forward-looking statements include,
without limitation, statements relating to:

e our business strategies and operating plans;
e  our capital expenditure and expansion plans;

e our ability to identify and successfully take advantage of new business
development opportunities;

e our dividend policy; and
e our profit estimate and other prospective financial information.

The words “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”,
“might”, “plan”, “seek”, “will”, “would” and the negative of these terms and other similar
expressions, as they relate to us, are intended to identify a number of these forward-looking
statements. These forward-looking statements reflect our current views with respect to
future events and are not a guarantee of future performance. Actual results may differ
materially from information contained in the forward-looking statements as a result of a
number of uncertainties and factors, including but not limited to:

e any changes in the laws, rules and regulations of any government relating to any
aspect of our business or operations;

e  general global economic, market and business conditions;

e inflationary pressures or changes or volatility in interest rates, foreign exchange
rates or other rates or prices;

e various business opportunities that we may pursue; and

e the risk factors discussed in this document as well as other factors beyond our
control.
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FORWARD-LOOKING STATEMENTS

Subject to the requirements of applicable laws, rules and regulations, we do not have
any obligation to update or otherwise revise the forward-looking statements in this
document, whether as a result of new information, future events or otherwise. As a result of
these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this document might not occur in the way we expect, or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements contained in this document are qualified by reference to the
cautionary statements set forth in this section as well as the risks and uncertainties
discussed in the section headed “Risk Factors” in this document.
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RISKS RELATING TO OUR BUSINESS
We rely on Customer A, our single largest customer during the Track Record Period

During the Track Record Period, Customer A has been our largest customer. For the
three years ended 31 December 2017, our revenue attributable to Customer A was
approximately 48.5%, 72.6% and 77.9%, respectively. For details of Customer A and an
analysis on the sustainability of our business in consideration of our reliance on Customer
A, please refer to the section headed “Business — Customer Concentration — Reliance on
Customer A” in this document.

We cannot assure you that we will successfully diversify our customer portfolio and
there is no assurance that we will be able to secure new orders from other customers of
similar volume and value. If Customer A cease our business relationship or reduces its
business volume or Customer A’s business suffers a decline, our Group’s business, financial
condition and results of operations will be materially and adversely affected.

We generally do not enter into long term agreements with our customers

We generally do not enter into any long-term contract or framework sales agreement
with our customers, which is an industry norm. As our customers only place orders with us
on an order-by-order basis, there is no assurance that our customers will continue placing
orders with us at a comparable level as they did during the Track Record Period or at all.
Volume of purchase orders from our customers may vary significantly from time to time
and we cannot guarantee that our business will grow or remain stable as it did during the
Track Record Period. If our customers reduce their orders or cease placing orders with us,
our business, financial condition and results of operations may be materially and adversely
affected.

We are subject to technological changes in the semiconductor industry and we may not able to
manage

The semiconductor industry is technology-intense and highly dynamic in technological
advances. We cannot assure you that no potentially disruptive technology can replace wire
bonding (which is an essential process in the semiconductor back-end equipment industry in
the future. For each of the three years ended 31 December 2017, sales of wire bonder
handling systems to Customer A represented more than 45% of our total revenue. In the
event that a disruptive technology arise and replace wire bonding, our business, results of
operations and financial condition may be materially and adversely affected.

While we keep track with the latest technology and market trend in the semiconductor
industry, we may not be able to keep pace with the technological advances in a cost-
effective manner and timely basis. We may encounter practical difficulties in diversifying
our product portfolio. If we fail to adequately respond to the technological developments,
our business, results of operations and financial condition may be materially and adversely
affected.
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We rely substantially on our senior management, key personnel and skilled labour

We consider the knowledge, skills and experience as our biggest assets which
differentiate us from our competitors and one of the major factors to our success is the
continued service of our core team of experienced employees. In order to keep pace with
technological advances, we rely on our key personnels to gather industry intelligence and
insights to stay attuned to the highly dynamic semiconductor industry, on which we are
mainly focusing on. As our production is mainly assembly of components and parts, we also
heavily rely on our skilled labour to achieve the precision as our customers demand. We
cannot assure you that we will be able to retain members of our senior management, key
personal and technicians in the future. In the event of their departure or absence, we may
not be able to recruit suitable candidates for replacement in a timely manner on acceptable
terms or at all, which may materially and adversely affect our business, results of operations
and financial conditions.

We may be exposed to intellectual property infringement, imitation or misappropriation claims
by third parties that, if determined adversely against us, could cause us to pay significant
damages.

We receive designs and drawings for our production from our customers and have
access to and storage of other information of our customers which are regarded as
intellectual property of our customers and which we may be under contractual obligations
to protect. During the Track Record Period, we made a compensation to Customer B of
S$6.9 million for leakage of confidential information by one of our employees during his
site visit at Customer B’s facility. While we have implemented measures to protect
confidential information of our customers, we cannot assure measures we have taken are
sufficient and will protect the intellectual property of our customers effectively or at all. In
the event of confidential information being stolen or misused, or leakage of confidential
information of our customers by any of our employees, inadvertently or not, or due to
failure of our information technology system, we may be subject to claims, litigations and
other liabilities which may materially and adversely affect our Group’s business, financial
condition and results of operations.

Also, our success depends largely on our ability to apply and develop technology and
know-how without infringing the intellectual property rights of third parties. In particular,
our ODM division focuses on designing and developing proprietary machines and
equipment under our own brand of “Kinergy”. However, the validity and scope of
intellectual property claims may be highly uncertain. While, as at the Latest Practicable
Date, we were not aware of any parties pursuing or intending to pursue infringement claims
against us, we cannot assure you that we will not be subject to such claims in the future.
Moreover, as patent applications in many jurisdictions are kept confidential for an
extended period before they are published, we may be unaware of pending patent
applications that may relate to our technologies and products. Intellectual property suits,
patent opposition proceedings and related legal and administrative proceedings can be
costly and lengthy which may divert our managerial and financial resources. An adverse
determination in any such litigation or proceedings to which we may become a party could
subject us to significant liability to third parties, license or ongoing royalties requirements.
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We may also need to redesign our products or may be subject to injunctions prohibiting the
manufacture and sale of our products or the use of our technologies. Protracted litigation
could also result in our customers deferring or limiting their purchase or use of our
products until such litigation is resolved. The occurrence of any of the foregoing could have
a material adverse effect on our business, results of operations and financial condition.

We face intense competition in the semiconductor industry

We operate in a highly competitive industry. Our competitors include domestic and
international contract manufacturers. We expect that competition in the semiconductor
industry will continue to be intense. Some of these competitors may have stronger brand
names, greater access to capital, longer history, longer relationships with their customers
and more resources than we do. Furthermore, these competitors may be able to adapt to
changes in the industry more promptly and efficiently. Due to highly dynamic industry in
which we operate, there may be new market entrants with strong resources which may
further intensify the competition. Intense competition from existing and potential
competitors could result in material price reductions in the products we sell or a decrease
in our market share. If we fail to compete effectively and efficiently or fail to adapt to
changes in the competitive landscape, our business, financial condition and results of
operations may be materially and adversely affected.

We may be unable to effectively and efficiently manage the supply and quality of our raw
materials

The manufacturing process of our EMS and ODM divisions mainly involves the
assembly of components and parts. We do not produce all the components or parts that we
use for the production and we procure these other components or parts from third party
suppliers. For the three years ended 31 December 2017, purchases from our top five
suppliers accounted for approximately 19.3%, 25.2% and 26.8% of our total purchases.

If any of our key suppliers decides not to accept our future purchase orders on the
same or similar terms, or at all, or decides to substantially reduce their volume of supply to
us or terminate their business relationship with us, we may need to find a proper
replacement in a timely manner, failure of which may result in delay in our production
schedules or default on our agreements with our customers. In addition, if any of our key
suppliers fails to provide raw materials meeting our quality standards, we may need to
source parts and components from other suppliers, which may result in additional costs and
delay in the delivery of our products to our customers. There is no assurance that our
suppliers will be able to supply and deliver the required raw materials to us in a timely
manner or that the raw materials they supply to us will not be defective or substandard. Any
delay in the delivery of raw materials or any defect in the raw materials supplied to us may
materially and adversely affect or delay our production schedule and affect our product
quality. If we cannot secure raw materials of similar quality and at reasonable prices from
alternative suppliers in a timely manner or at all, we may not be able to deliver our products
to our customers on time with required quality. As a result, our business, results of
operations and financial condition may be materially and adversely affected.

—27 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

Moreover, any sudden or significant increases in the prices of parts and components
for our production may materially and adversely affect our profit margin and results of
operations. There is no assurance that the prices of parts and components for our
production will remain stable in the future, or that any price increases will not lead to
unexpected and potentially significant increases in our production costs. We also cannot
assure you that we will be able to transfer the increase in production costs to our customers
without affecting our sales volume in the future. If we are unable to increase the prices of
our products to set-off any increases in our costs of parts and components in a timely
manner, our profit margin and results of operations may be materially and adversely
affected.

We may suffer from unexpected disruptions to our production facilities, systems and process

Our revenue is dependent on the uninterrupted operation of our production facilities.
Our production is subject to operational risks beyond our control including fire,
breakdown, failure or substandard performance of our equipment and machinery, power
shortage, labour strikes, natural disasters and any interruption in our operations as a result
of any failure to comply with all applicable laws and regulation in the jurisdictions where
our production facilities are located. Frequent or prolonged occurrence of any of the
aforesaid events may have a material adverse effect on our business, financial condition and
results of operation. If there is any damage to our production facilities, we may not be able
to alleviate the impact of such damage in a timely and proper manner or at all. Accordingly,
our production and delivery to our customers could be materially and adversely affected.
Any breakdown or malfunction of any of our information technology systems and
equipment could cause a material disruption of our operations. Any such disruption in our
operations could materially and adversely affect our business, financial condition and
results of operations.

We may not be able to maintain an effective quality control system

We ascribe our success to our commitment to quality control and our effective quality
control system. However, the effectiveness of our quality control system depends on a
number of factors, including the design of our quality control procedures, our training
programmes and our ability to ensure that our employees adhere to our quality control
policies and guidelines. We cannot assure you that our quality control system will be
effective in maintaining our product quality. Any failure or deterioration of our quality
control systems may have a material adverse effect on our business, results of operations
and financial condition.

We may suffer losses from fluctuation in foreign exchanges

During the Track Record Period, our sales are mainly denominated in USD while our
purchases are mainly denominated in USD and RMB. In addition, we have production
facilities and/or offices in Singapore, the PRC, Philippines and Japan, of which overheads
are settled in local currencies and therefore expose us to foreign exchanges risks.
Fluctuations in foreign exchange may be caused by various factors and unpredictable.
We cannot guarantee that we will not suffer losses on foreign exchanges in the future.
During the Track Record Period, we did not use forward contracts or other derivative
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instruments to manage our foreign exchange risks as our results of operations has generally
been partially mitigated by the natural offset of our foreign currency receivables with our
foreign currency payables. In the event that we are unable to manage our foreign currency
risks effectively or at all, our business, results of operation and financial condition may be
materially and adversely affected.

For further details of how foreign exchange rates affect our business, results of
operations and financial condition, please refer to the section headed “Financial
Information — Key factors affecting our results of operations and financial condition —
Fluctuations in the foreign currency exchange rates” and “Financial Information —
Quantitative and qualitative disclosures about market risks” in this document.

We may be affected by global and regional social, political, regulatory and economic
conditions of Singapore, the PRC, the Philippines, Japan and other jurisdictions in which we
conduct our business

We have production facilities/offices in Singapore, the PRC, the Philippines and Japan
and our sales are derived from business activities in these countries. Also our Group has
derived our revenue from customers located in Singapore, the Philippines, the United
States, the PRC, Japan and other countries. Our business, results of operations and
financial condition are therefore subject to global and regional economic, political,
regulatory and social developments in these countries. Moreover, global and regional
conditions may be affected by many unpredictable factors such as financial crisis, economic
recessions or political and social turmoil which could adversely affect our business in
unpredictable ways. If we fail to adapt to changes in the social, political, regulatory and
economic conditions of the countries where we operate, our business, results of operations
and financial condition may be materially and adversely affected.

We may be unable to protect our intellectual property rights

We rely on intellectual property laws in Singapore and the PRC and other jurisdictions
to protect our trademark, technological know-how and registered patents. As at the Latest
Practicable Date, we have registered 40 patents in the PRC. Moreover, as at the Latest
Practicable Date, we have applied for the registration of three patents in the PRC that there
is no assurance that we will be able to successfully register these patents. We cannot assure
you that counterfeiting or imitation of our products will not occur in the future or, if it does
occur, that we will be able to address the problem in a timely and effective manner. Any
occurrence of counterfeiting or imitation of our products or other infringement of our
intellectual property rights could negatively affect our “Kinergy” brand, our reputation
which in turn adversely affect our results of operations. Litigation to prosecute
infringements of our intellectual property rights could be costly and lengthy which may
divert our managerial and financial resources. We would have to bear all costs arising from
intellectual property litigations, whether it is raised by us or it is against us, and we may be
unable to recover such costs from our opponents. Protracted litigation could also result in
our customers deferring or limiting their purchase or use of or products until such litigation
is resolved. The occurrence of any of the foregoing could have a material adverse effect on
our business, results of operations and financial condition.
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We have limited insurance coverage, which could expose us to significant costs and business
disruption

We cannot give assurance that our current insurance policies are sufficient to cover all
the risk associated with our operations. Any business disruption, litigation or natural
disaster may strain management resources, affect our reputation and/or require us to spend
significant sums on legal costs.

As at Latest Practicable date, we maintained various insurance policies covering our
inventory, facilities and employees. There is no assurance that the insurance policies we
maintain are sufficient to prevent us from any loss or that we will be able to successfully
claim our losses under our current insurance policy on a timely basis, or at all. If we incur
any loss that is not covered by our insurance policies, or the compensated amount is
significantly less than our actual loss, our business, financial condition and results of
operations could be materially and adversely affected

We may face possible claims over our products which may be defective

Defect or flaws of our products may be latent and may only be revealed after the
warranty we provided to our customers. Any flaws or defects discovered in our products
could result in damage to our reputation and our relationship with customers, loss of
customers and increased service and warranty costs, any of which could adversely affect our
business, operating results and financial condition. Furthermore, we may be subject to
claims for compensation and may incur significant legal costs regardless of the outcome of
any claim of alleged defect.

We may encounter unexpected difficulties in implementing our future plans

We plan to continue to expand our business to maintain and strengthen our market
position in the semiconductor industry. For details of our future plans, please refer to the
section headed “Future plans and use of [REDACTED]”. We will also continue to enhance
our customisation and development capabilities to improve and develop new production
technology and techniques. However, any business expansion will require additional
managerial, technical, financial, production, operational and other resources, systematic
internal control systems and the employment of additional skilled staff. There is no
assurance that we will be able to implement our business expansion plans successfully and
manage our business operations effectively in the future and failure to do so will materially
and adversely affect our business, results of operation and financial condition.
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Our operating results may fluctuate

Among others, our operating results may fluctuate significantly due to all or any of the
following principal factors:

e changes in demand for our products;
e our customers’ sales outlook, purchasing and production patterns;

e the effectiveness of the management of our manufacturing processes and cost
control;

e  our ability to make optimal use of our capacity;

e changes in the cost and availability of raw materials, labour, and other factory
overheads which affect the margins and ability of the Group to meet delivery
schedules;

e our ability to manage the timing of its raw materials purchases, so that raw
materials are available when needed for production;

e  our ability to obtain financing in a timely manner; and

e domestic conditions and events that may affect our production such as labour
conditions and political instability.

Our operating results may fluctuate from period to period due to the various factors
and other risks discussed in this section, many of which are beyond the control of the
Group. We cannot assure you that we will be able to effectively alleviate these risks or
manage these risks at all. If we are unable to do so, our business, results of operation and
financial condition will be materially and adversely affected.

We may not be able to renew our current leases or locate desirable alternatives for our
facilities in Singapore and the Philippines

Our headquarter in Singapore, which is also one of our production facilities, is
presently located on a leased premises. Also, our production facilities in Philippines is also
located on a leased premises. Upon expiry of such leases in Singapore and Philippines,
which is expected to be 22 November 2022 and 30 April 2019, respectively, we may not be
able to negotiate an extension of these leases and may therefore be forced to move to a
different location, or the rent we pay may increase significantly. This could disrupt our
operations and adversely affect our profitability. In addition, we may not be able to obtain
new leases at desirable locations on acceptable terms to accommodate our future growth,
which could materially and adversely affect our business, results of operation and financial
condition.
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We have risks associated with our information technology infrastructure, network security and
data storage

Our operations rely on our information technology infrastructure. However, there is
no assurance that our information technology infrastructure and data storage are
sufficiently protected from all possible damages including acts of nature,
telecommunications breakdown, electricity failure or similar unexpected events which are
beyond our control. Any failure, total or partial, of our information technology
infrastructure will negatively affect our operations and hence our business and financial
conditions.

We also rely on the secure processing, storage and transmission of confidential and
other information in our computer systems and networks. Our computer network system
may be the subject of attack of computer virus, hackers or other similar computer network
disruptive problems. Any failure in safeguarding the computer network system from these
disruptive problems may cause breakdown of the computer network system and leakage of
our confidential information and that of our customers. Any failure in the protection of
computer network system from external threat may cause disruption of our operation and
may damage our reputation for any breach of confidentiality to our customers, which in
turn may adversely affect our business, results of operation and financial condition.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Changes in economic, political, legal and social developments and conditions in the PRC or
policies adopted by the PRC government could materially and adversely affect our business,
results of operations and financial condition

We have operating assets located in the PRC and a significant portion of our sales are
derived from our business activities in the PRC. We also purchase components, parts and
raw materials from suppliers in the PRC. Our business, results of operations and financial
condition are subject, to a significant degree, to economic, political, legal and social
developments in the PRC. The economy of the PRC differs from the economies of most
developed countries in many aspects, including the extent of government involvement, the
level of development, the growth rate, and government control of foreign exchange. The
PRC economy has traditionally been centrally planned. Since 1978, the PRC government
has been promoting reforms of its economic and political systems. These reforms have
brought about marked economic growth and social progress in the PRC, and the economy
of the PRC has shifted gradually from a planned economy towards a market-oriented
economy. However, there is no assurance that the PRC government will continue to pursue
economic reforms. The PRC government exercises significant control over the economic
growth of the PRC through allocating resources, controlling payments of foreign currency-
denominated obligations, setting monetary policies and providing preferential treatments to
particular industries or companies. Also, many of the economic reforms carried out by the
PRC government are unprecedented or experimental and are expected to be refined and
improved over time. Other political, economic and social factors may also lead to further
adjustments of the reform measures. This refining and adjustment process may not
necessarily have a positive effect on our operations and business development. Our
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business, results of operations and financial condition may be materially and adversely
affected by the PRC government’s political, economic and social policies, tax regulations or
policies, and regulations affecting the semiconductor industry and its upstream industries in
the PRC.

The payment of dividends by our operating subsidiary in the PRC is subject to restrictions
under PRC law

We operate part of our business through our operating subsidiary in the PRC. The
PRC laws require that dividends be paid only out of net profit, calculated according to the
PRC accounting principles, which differ from the generally accepted accounting principles
in other jurisdictions. The PRC law requires the PRC companies, including the foreign-
invested enterprises, to set aside 10% of their net profit as statutory reserves until the
accumulated statutory reserves account for 50% of the registered capital of the PRC
companies. These statutory reserves are not available for distribution as cash dividends.
Since we may receive dividends from our PRC subsidiary which will be part of our internal
funding, any restrictions on the availability and usage of our source of funding may impact
our ability to fund our operations and to service our indebtedness.

We may not be entitled to tax incentives and government grants in the future

We have received tax incentives and government grants for our operation in the PRC
and Singapore. For the three years ended 31 December 2017, we received government grants
of approximately S$0.3 million, S$0.9 million and S$0.4 million, respectively. For more
details in relation to the government grants we received, please refer to the section headed
“Financial Information — Description of certain key items fo the consolidated statements
of comprehensive income — Other income and gains” in this document. It is in the PRC
government’s sole discretion to decide when, under what conditions or whether the
government grants should be granted to us at all. We cannot assure you that we will
continue to be entitled to any government grants or the PRC government will not impose
new conditions for receiving the government grants in the future. If we are unable to obtain
or maintain the government grants or any other favourable regulatory treatments in the
future, our business, results of operations and financial condition may be affected.

Fluctuations in the value of the Renminbi may have a material and adverse impact on your
investment

As a significant part of our expenditures are denominated in Renminbi, while
dividends, if any, we pay on our Shares will be in Hong Kong dollars and Singapore dollars.
A depreciation in the Renminbi, on the other hand, would adversely affect the value of any
dividends, if any, we pay to our Shareholders in foreign currencies, or require us to use
more Renminbi funds to service the same amount of any foreign debt.

Fluctuations in Renminbi exchange rates are affected by, among other things, changes
in political and economic conditions and China’s foreign exchange regime and policy. The
Renminbi has been unpegged from the US dollar since July 2005 and, although the PBOC
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regularly intervenes in the foreign exchange market to limit fluctuations in Renminbi
exchange rate, the Renminbi may appreciate or depreciate significantly in value against the
US dollar in the future.

There are limited hedging instruments available in China to reduce our exposure to
exchange rate, fluctuations between the Renminbi and other currencies. The cost of such
hedging instruments may fluctuate significantly over time and can outweigh the potential
benefit from the reduced currency volatility. As of the Latest Practicable Date, we had not
entered into any hedging transactions in an effort to reduce our exposure to foreign
currency exchange risks. In any event, the availability and effectiveness of these hedges may
be limited and we may not be able to hedge our exposure successfully, or at all.

Any appreciation of RMB against Hong Kong dollars or any other foreign currencies
may subject our Group to increased costs as this will reduce the RMB amount we may
receive from the conversion of the Hong Kong dollar-denominated [REDACTED] from the
[REDACTED] and future financing for our operations.

On the other hand, any depreciation in the exchange rates of RMB against US dollars
or Hong Kong dollars may adversely affect the financial results.

Rising wages in the PRC may increase our costs of sales

For the three years ended 31 December 2017, our labour costs for our PRC operations
amounted to approximately S§3.2 million, S$3.4 million and S$3.0 million, respectively,
representing approximately 4.0%, 4.0% and 2.9% of our costs of sales, respectively.
According to the Industry Report, average annual wages for workers in the manufacturing
industry in the PRC is forecasted to be increasing from approximately RMB64,486 in 2016
to RMB90,022 in 2021. Better labour protection is now offered by the PRC Labour
Contract Law which stipulates the minimum wage. Given that our labour costs consume a
part of our costs of sales, rising wages in the PRC may increase our costs of sales and in
turn adversely affect our financial performance. Moreover, there is a widening gap between
wages in the PRC and other emerging Asian economies such as Indonesia and Vietnam.
Rising wages in the PRC may gradually erode our price competitiveness among rivals
outside the PRC and our customers may engage suppliers from other countries of lower
production costs. As such, rising wages may have a negative impact on our business,
financial condition and results of operations.

Uncertainties regarding interpretation and enforcement of the PRC laws and regulations may
impose adverse impact on us

China’s legal system is based on written statutes and their interpretation by the
Supreme People’s Court. Prior court decisions may be cited for reference, but may have
limited weight as precedents. Many laws and regulations, including those providing for
protection or restriction to various forms of foreign investments in PRC, have been
promulgated and amended in the PRC. Some of these laws, rules and regulations are
promulgated in broad principles without clear and simultaneous implementation rules, or at
all. Because of the limited volume of published decisions, the interpretation and
enforcement of these laws, rules and regulations involve uncertainties and may be
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influenced by momentary policy changes imposed by the PRC government. In addition, the
PRC legal system is based in part on government policies and administrative rules that may
have a retroactive effect. As a result, we may not be aware of our violations of these policies
and rules until some time after the violation. Furthermore, the legal protection available to
us under these laws, rules and regulations may be limited. Any litigation or regulatory
enforcement action in China may be protracted and it may also be difficult to enforce
judgments and arbitration awards in PRC. Further, litigation may result in substantial costs
and the diversion of resources and management attention, which in turn may have an
adverse effect on our business, results of operations and financial condition.

As the PRC legal system develops, the promulgation of new laws or refinement and
modification of existing laws may affect foreign investors. There is no assurance that future
changes in legislation or the interpretation thereof will not have an adverse effect upon our
business, operations, financial condition or profitability.

PRC regulations may limit our ability to finance our PRC subsidiary effectively with the net
[IREDACTED] from the [REDACTED], which may adversely affect the value of your
investment

Offering through overseas shareholder loans or additional capital contributions
require registration with, or approvals from, PRC government authorities. Any overseas
shareholder loans to our PRC subsidiary must be registered with the local branch of the
SAFE or its designated banks as a procedural matter, and the maximum amount of such
loans can only be either the difference between the amount of total investment of our PRC
subsidiary and its registered capital or two times of the net asset value in the latest audit
report of our PRC subsidiaries, and such limits on the maximum amount of loans is subject
to further amendments to the PRC laws and regulations from time to time.

We cannot assure you that we will be able to complete the necessary government
registrations or obtain the necessary government approvals on a timely basis, or at all, with
respect to making future borrowings or capital contributions to our PRC subsidiary with
the net [REDACTED] from the [REDACTED]. If we fail to complete such registrations or
obtain such approvals, our ability to contribute additional capital to fund our PRC
operations may be negatively affected, which could adversely and materially affect our
liquidity and our ability to fund and expand our business.

Our results of operations and financial condition are affected by the occurrence of epidemics
and natural disasters as well as political instability

Our business is subject to general economic and social conditions in the PRC. Natural
disasters, epidemics such as the human swine flu, also known as Influenza A (HINI), H5N1
avian flu, severe acute respiratory syndrome (“SARS”) or Ebola, and other natural
disasters which are beyond our control may adversely affect the economy, infrastructure
and livelihood of the people in the PRC. Some regions in the PRC, including certain cities
where we operate, are under the threat of floods, earthquakes, sandstorms, snowstorms,
fires, droughts or epidemics. For instance, devastating earthquakes and their successive
aftershocks hit Sichuan province in May 2008, April 2013 and August 2017, resulting in

— 35 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

tremendous loss of life and injury, as well as the destruction of assets in the region. Our
business, financial position and results of operations may be materially and adversely
affected if natural disasters or other such events occur.

RISKS RELATING TO THE [REDACTED]

There has been no prior public market for our Shares and an active trading market for our
Shares may not develop or be sustained

Prior to the [REDACTED], no public market for our Shares existed. Following the
completion of the [REDACTED], the Stock Exchange will be the only market on which the
Shares are publicly traded. We cannot assure you that an active trading market for our
Shares will develop or be sustained after the [REDACTED]. In addition, we cannot assure
you that our Shares will trade in the public market subsequent to the [REDACTED] at or
above the [REDACTED]. The [REDACTED] for the Shares is expected to be fixed by
agreement among the Joint Sponsors (for itself and on behalf of the [REDACTED]) and
our Company, and is not indicative of the market price of the Shares following the
completion of the [REDACTED]. If an active trading market for our Shares does not
develop or is not sustained after the [REDACTED], the market price and liquidity of Shares
could be materially and adversely affected.

The trading price of our Shares may be volatile, which could result in substantial losses to you

The trading price of our Shares may be volatile and could fluctuate widely in response
to factors beyond our control, including general market conditions of the securities markets
in Hong Kong, the PRC, the United States and elsewhere in the world. In particular, the
trading price performance of other companies in similar business of electronic
manufacturing services and original original manufacturing may affect the trading price
of our Shares. These broad market and industry factors may significantly affect the market
price and volatility of our Shares, regardless of our actual operating performance.

In addition to market and industry factors, the price and trading volume of our Shares
may be highly volatile for specific business reasons. In particular, factors such as variations
in our revenue, net income, cash flow, profits and dividends could cause the market price of
our Shares to change substantially. Any of these factors may result in large and sudden
changes in the volume and trading price of our Shares.

Issue of new Shares under the Share Option Scheme or any future equity fund raising exercise
will have a dilution effect and may affect our profitability

We have conditionally adopted the Share Option Scheme but no option has been or
will be granted thereunder prior to the [REDACTED]. Any exercise of the options to be
granted under the Share Option Scheme in the future will result in a dilution in the
shareholding of our Shareholders in our Company and may result in a dilution in the
earnings per Share and net asset value per Share. Under the HKFRSs, the costs of share
options to be granted under the Share Option Scheme will be charged to our Group’s
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consolidated statement of comprehensive income over the vesting period by reference to the
fair value as at the date of grant of the share options. As a result, our profitability may be
adversely affected.

We may require additional funding for future growth

We may find opportunities to grow through acquisitions that cannot be anticipated at
present. Under such circumstances, secondary issue(s) of securities after the [REDACTED)]
may be necessary to raise the required capital to capture these growth opportunities. If
additional funds are raised by means of issuing new equity securities in the future to new
and/or existing Sharecholders after the [REDACTED], such new Shares may be priced at a
discount to the then prevailing market price. Inevitably, if existing Shareholders are not
being offered with an opportunity to participate, their shareholding interest in our
Company will be diluted. Also, if our Company fails to utilise the additional funds to
generate the expected earnings, this could adversely affect the financial results of our Group
and in turn exerts pressure to the market price of our Shares. Even if additional funds are
raised by means of debt financing, any additional debt financing may, apart from increasing
interest expense and gearing, contain restrictive covenants with respect to dividends, future
fund raising exercises and other financial and operational matters.

Singapore taxes may differ from tax laws of other jurisdictions, including Hong Kong.
Our Company is incorporated in Singapore. Prospective investors should seek advice from
tax advisers concerning the overall tax consequences of acquiring, owning, or selling the
Shares. Please see “Appendix IV — Statutory and General Information” in this document
for further information.

New business strategies formulated in the future could disrupt our Company’s ongoing business
and present risks not originally contemplated

Our Company may in the future invest in new business strategies or acquisitions. Such
endeavours may involve significant risks and uncertainties, including the distraction of
management from current operations, insufficient revenue to offset the liabilities assumed
and expenses associated with the strategy, inadequate return of capital and unidentified
issues not discovered in our Company’s due diligence. As these new ventures are inherently
risky, no assurance can be given that such strategies and initiatives will be successful and
will not materially adversely affect our Company’s financial conditions and operating
results.

The sale or availability for sale of substantial number of our Shares by existing Shareholders
in the public market, could materially and adversely affect the market price of our Shares

Except as otherwise described in the section headed “[REDACTED]” in this document
and the restrictions set out by the Listing Rules, there are no restrictions imposed on our
Controlling Shareholders to dispose of their Shares.
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Sale of substantial amounts of our Shares in the public market after the completion of
the [REDACTED] by existing Shareholders, or the perception that such sale could occur,
could adversely affect the market price of our Shares and could materially impair our future
ability to raise capital through [REDACTED] of our Shares.

There is no assurance that the existing Shareholders would not dispose of their Shares.
Any significant disposal of our Shares by any of our existing Shareholders may materially
affect the prevailing market price of our Shares. In addition, these disposals may make it
more difficult for our Company to issue new Shares in the future at a time and price our
Directors deem appropriate, thereby limiting our Group’s ability to raise further capital.

Our Shareholders may experience difficulties in protecting their interests due to unfamiliarity
of Singapore laws and limited accessibility of legal advice in respect of Singapore laws

We are a company incorporated in Singapore with limited liability, and the laws of
Singapore differs in some respects from that of Hong Kong or other jurisdictions where
investors may be located.

Our corporate affairs are governed by our Constitution, the Singapore Companies Law
and the common law of Singapore. The rights of shareholders to take legal action against us
and our Directors, actions by minority shareholders and the fiduciary responsibilities of our
Directors to us under Singapore laws are to a large extent governed by the Singapore
Companies Act and other laws of Singapore. The laws of the Singapore relating to the
protection of the interests of minority shareholders may differ in some respects from those
in Hong Kong or other jurisdictions where investors may be located. Unfamiliarity and
inadequate understanding of Singapore laws and limited accessibility of legal advice in
respect of Singapore laws may give rise to difficulties for investors who are not located in
Singapore in protecting their interests. Remedies available to our minority Shareholders
may also be different from those they would have under the laws of Hong Kong or other
jurisdictions. For detailed information, please refer to the section headed “Summary of the
Constitution of our Company and Salient Provisions of the Laws of Singapore” in
Appendix III to this document.

Our Company was incorporated in Singapore and taxation laws of Singapore may differ from
other jurisdictions, including Hong Kong

Our Company was incorporated in Singapore and taxation laws of Singapore may
differ from other jurisdictions, including Hong Kong. Potential investors are advised to
consult tax advisers for the overall tax consequence of acquiring, owning or selling the
Shares. For details of taxation laws in Singapore, please refer to the section headed
“Regulatory Overview”.

You should not place undue reliance on facts, forecasts and other statistics in this document
relating to the economy and our industry

Certain facts, forecasts and other statistics in this document relating to the global
economy and the semiconductor industry to which our Group relates on an international
basis have been collected from materials from government sources or other unofficial
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sources. While we have exercised reasonable care in compiling and reproducing such
information and statistics, we cannot assure you nor make any representation as to the
accuracy or completeness of such information. Neither we or any of our respective affiliates
or advisers, nor the [REDACTED] or any of its affiliates or advisers, have independently
verified the accuracy or completeness of such information directly or indirectly derived
from these sources. In particular, due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice, such information and
statistics may be inaccurate. Statistics, industrial data and other information relating to the
economy and the industry derived from sources used in this document may not be consistent
with other information available from other sources and therefore, investors should not
unduly rely upon such facts, forecasts and statistics while making investment decisions.

Some of the facts and statistics in the document relating to the industry in which we
operate, including those relating to the global economy and the global semiconductor
industry, are derived from information published by governmental departments or agencies
which our Directors believe are reliable. However, our Directors cannot guarantee that the
quality or reliability of such materials. Our Directors believe that the sources of the
information are appropriate and have taken reasonable care in extracting and reproducing
such information. The information in the section headed “Industry Overview” has been
prepared based on the Industry Report and has not been independently verified by us, the
Joint Sponsors, the [REDACTED] or the [REDACTED], and the assumption made in the
Industry Report may be inaccurate or may not be realised.

Our financial results are expected to be affected by the expenses in relation to the
[REDACTED]

Our financial results will be affected by the expenses in relation to the [REDACTED].
The total [REDACTED] expenses (based on the mid-point of the [REDACTED] range) are
estimated to be approximately [REDACTED]. For the year ended 31 December 2017, we
incurred [REDACTED] expenses of approximately [REDACTED], in connection with the
[REDACTED]. By the completion of the [REDACTED], we expect to further incur
[REDACTED] expenses of approximately [REDACTED], of which an estimated amount of
approximately [REDACTED] is to be recognised as expenses and the remaining of
approximately [REDACTEDY] is expected to be charged to equity. Therefore, our financial
results for the year ending 31 December 2018 will be materially affected by the expenses in
relation to the [REDACTED].

Forward-looking statements contained in this document are subject to risks and uncertainties

This document contains certain statements that are “forward-looking” and uses
forward looking terminology such as “anticipate”, “estimate”, “believe”, “expect”, “may”,
“might”, “plan”, “consider”, “ought to”, “should”, “would”, and “will”. Those statements
include, among other things, the discussion of our growth strategy and the expectations of
our future operation, liquidity and capital resources.

Purchasers of our [REDACTED)] are cautioned that reliance on any forward-looking
statement involves risks and uncertainties and that, any or all of those assumptions could
prove to be inaccurate and as a result, the forward-looking statements based on those
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assumptions could be incorrect. The uncertainties in this regard include those identified in
the risk factors discussed above. In light of these and other uncertainties, the inclusion of
forward-looking statements in this document should not be regarded as representations or
warranties by us that our plans and objectives will be achieved and these forward-looking
statements should be considered in light of various important factors, including those set
forth in this section. We do not intend to update these forward-looking statements in
addition to our on-going disclosure obligations pursuant to the Listing Rules or other
requirements of the Stock Exchange. Investors should not place undue reliance on such
forward-looking information. Please see the section headed “Forward-looking Statements”
in this document.
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In preparation for the [REDACTED)], our Company has sought the following waivers
from strict compliance with the relevant provision of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

According to Rule 8.12 of the Listing Rules, an issuer must have a sufficient
management presence in Hong Kong and in normal circumstances, at least two of the
issuer’s executive directors must be ordinarily resident in Hong Kong.

Our headquarters and most of our business operations are based, managed and
conducted in Singapore and the PRC. In addition, substantially all our assets are based in
Singapore and the PRC. Currently, all of our executive Directors are ordinarily resident in
Singapore. As each of our executive Directors has a vital role in our business and
operations, it is of paramount importance for them to remain to be based in Singapore and/
or the PRC and physically close to our operation. The Directors consider that the
appointment of executive Directors who will be ordinarily resident in Hong Kong would
not be beneficial to, or appropriate for, our Group and therefore would not be in the best
interests of our Company and our Shareholders as a whole. Therefore, our Company
currently does not, and in the foreseeable future will not, have sufficient management
presence in Hong Kong for the purpose of satisfying the requirements under Rule 8.12 of
the Listing Rules. Accordingly, we have applied to the Stock Exchange for, and the Stock
Exchange [has granted] us, a waiver from strict compliance with Rule 8.12 of the Listing
Rules on the following conditions:

(a) we have appointed two authorised representatives pursuant to Rule 3.05 of the
Listing Rules, who will act as our principal channel of communication between
the Stock Exchange and our Company. The two authorised representatives
appointed are Mr. Lim, our executive Director, and Ms. Wan Kim Ying Kasina,
our joint company secretary. Ms. Wan Kim Ying Kasina is ordinarily resident in
Hong Kong. Although Mr. Lim resides in Singapore, he possesses valid travel
documents and is able to renew such documents when it expires in order to visit
Hong Kong. Each of the authorised representatives will be available to meet with
the Stock Exchange in Hong Kong within a reasonable time frame upon the
request of the Stock Exchange and will be readily contactable by telephone,
facsimile and email (if applicable). Each of the authorised representatives will be
authorised to communicate on our behalf of our Company with the Stock
Exchange;

(b) each of the authorised representatives has means to contact all of our Directors
(including our independent non-executive Directors) promptly at all times as and
when the Stock Exchange wishes to contact our Directors for any matters. To
enhance communication between the Stock Exchange, the authorised
representatives and our Directors, we will implement a policy that (i) each
Director will have to provide his or her mobile telephone number, office telephone
number, facsimile number and email address to our authorised representatives; (ii)
in the event that a Director expects to travel, he or she will endeavor to provide
the telephone number of the place of his or her accommodation to the authorised
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representatives or maintain an open line of communication via his or her mobile
telephone; and (iii) each of the Directors and authorised representatives will
provide their respective mobile telephone numbers, office telephone numbers,
facsimile numbers and email addresses to the Stock Exchange;

(c) in compliance with Rule 3A.19 of the Listing Rules, we have appointed China
Everbright Capital Limited as our compliance adviser, which has access at all
times to our authorised representatives and Directors and will act as an additional
channel of communication between the Stock Exchange and us;

(d) we will inform the Stock Exchange as soon as practicable in respect of any change
of our authorised representatives under the Listing Rules and/or our compliance
adviser; and

(e) all Directors who are not Hong Kong residents have confirmed that they possess
or can apply for valid travel documents to visit Hong Kong and will be able to
meet with the Stock Exchange within a reasonable period of time, when required.

JOINT COMPANY SECRETARIES

According to Rules 3.28 and 8.17 of the Listing Rules, the secretary of our Company
must be a person who has the requisite knowledge and experience to discharge the functions
of the company secretary and is either (i) a member of the Hong Kong Institute of
Chartered Secretaries, a solicitor or barrister as defined in the Legal Practitioners
Ordinance or a certified public accountant as defined in the Professional Accountants
Ordinance, or (ii) an individual who, by virtue of his/her relevant experience, is, in the
opinion of the Stock Exchange, capable of discharging the functions of company secretary.

Ms. Gn Jong Yuh Gwendolyn has been appointed as the company secretary of our
Company since 15 January 2010. She is currently a partner of Shook Lin & Bok LLP and
specialises in the areas of corporate finance, capital markets, corporate and commercial
law, as well as mergers and acquisitions. She has been responsible for our Company’s
compliance with all relevant statutory and regulatory requirements in Singapore since her
appointment. Ms. Gn joined Shook Lin & Bok LLP in October 2006 and has been active in
acting for both listed and unlisted corporations in regional mergers and acquisitions,
takeovers and reverse takeovers. She also regularly advises clients and financial institutions
on corporate governance, regulatory and corporate compliance issues. Ms. Gn Jong Yuh
Gwendolyn was admitted as an Advocate & Solicitor, Singapore in April 1995 and obtained
an LLB (Hons) from the National University of Singapore in July 1994.

Our Board acknowledges that Ms. Gn Jong Yuh Gwendolyn does not possess the
academic or professional qualifications as set out in Note 1 to Rule 3.28 of the Listing
Rules. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange
[has granted] us, a waiver from strict compliance with the requirements under Rules 3.28
and 8.17 of the Listing Rules in relation to the appointment of Ms. Gn Jong Yuh
Gwendolyn as our joint company secretary.
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Nevertheless, our Directors believe that Ms. Gn Jong Yuh Gwendolyn, by virtue of the
length of acting as a company secretary of our Company and her experience in capital
markets and international corporate finance practice and serving as company secretary of
SGX-ST listed companies and as a joint company secretary of companies listed on the Stock
Exchange should be able to discharge her function as a company secretary of our Company.
Furthermore, we have appointed Ms. Wan Kim Ying Kasina to act as a joint company
secretary and to provide assistance to Ms. Gn Jong Yuh Gwendolyn. Ms. Wan Kim Ying
Kasina is a fellow member of the Hong Kong Institute of Chartered Secretaries and the
Institute of Chartered Secretaries and Administrators and meets the requirements under
Rules 3.28 and 8.17 of the Listing Rules. Ms. Wan Kim Ying Kasina has been appointed for
a three-year period from the [REDACTED] so as to enable Ms. Gn Jong Yuh Gwendolyn
to acquire the relevant experience (as required under Note 2 to Rule 3.28 of the Listing
Rules) to duly discharge her duties. We will liaise with the Stock Exchange before the end of
the three-year period to enable it to assess whether Ms. Gn Jong Yuh Gwendolyn, having
had the benefit of Ms. Wan Kim Ying Kasina’s assistance for three years, will have acquired
relevant experience within the meaning of Rule 3.28 of the Listing Rules so that a further
waiver will not be necessary.

Further information on the qualifications and experience of Ms. Gn Jong Yuh
Gwendolyn and Ms. Wan Kim Ying Kasina is disclosed in the section headed “Directors
and Senior Management” in this document.

WAIVER AND CONFIRMATION IN RESPECT OF THE MINISTRY OF FINANCE,
CIC AND HUIJIN

We have applied to the Stock Exchange for, and the Stock Exchange [has granted] us, a
waiver from strict compliance with Rule 1.01 of the Listing Rules so that the Ministry of
Finance, CIC and Huijin (or any PRC Governmental Body as defined in Rule 19A.04 of the
Listing Rules) shall not be regarded as a controlling shareholder of our Company for the
purpose of the Listing Rules, and as a result:

(a) this document does not have to disclose information regarding the Ministry of
Finance’s, CIC’s and Huijin’s interest in a business, apart from our Company’s
business, which competes or is likely to compete, either directly or indirectly, with
our Company’s business in accordance with Rule 8.10 of the [REDACTED]
Rules;

(b) the Ministry of Finance, CIC and Huijin are not subject to the restrictions on
disposal of Shares by controlling shareholders following the [REDACTED] in
accordance with Rule 10.07 of the Listing Rules; and

(c) the Ministry of Finance, CIC and Huijin are not subject to any other requirements
that are generally applicable to controlling shareholders under the Listing Rules.

This waiver has been [granted] on the basis that the Ministry of Finance, CIC and
Huijin are a PRC Governmental Body within the definition of Rule 19A.04 of the Listing
Rules, and if our Company were incorporated in the PRC, Ministry of Finance, CIC and
Huijin (or any other PRC Governmental Body) would have been automatically excluded
from the definition of controlling shareholder under Rule 1.01 of the Listing Rules.
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[REDACTED]
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Name Residential Address Nationality
Executive Directors
Mr. Lim Kuak Choi Leslie 12 Boscombe Road Singaporean
(PR ER B) Singapore
Mr. Du Xiaotang (FLHE%) 243 Bedok South Ave 3 Chinese
Singapore
Non-executive Directors
Ms. Foo Kaw Jee (£ %) 12 Boscombe Road Singaporean
Singapore
Mr. Lim Khin Mann (FkEk$%) 290 Joo Chiat Place Singaporean
(alternate director to Singapore
Ms. Foo Kaw Jee)
Mr. Bradley Fraser Kerr Flat C, 8/F, Grenville House American
1 Magazine Gap Road
Mid-Level
Hong Kong
Mr. Chen Shuang (Ff#%) Flat A, 11/F, BLK 8 Chinese
The Leighton Hill
2B Broadwood Road
Causeway Bay, Hong Kong
Mr. Tsang Sui Cheong Frederick Room 1, 11/F, Block K Chinese
(% 3 ) Berverly Hill
6 Broadwood Road
Happy Valley, Hong Kong
Independent non-executive
Directors
Mr. Ng Tiak Soon 40 Springleaf Crescent Singaporean
(EHT ) Singapore
Dr. Senerath Wickramanayaka 27 West Coast Crescent Sri Lankan
Mudiyanselage Sunil 14-24 Blue Horizon
Wickramanayaka Singapore
Professor Zhang Wei No. 107, Lane 133 Chinese

(3R 1)

Baoju Road, Baoshan District

Shanghai, the PRC

For more information on our Directors and members of senior management, please refer to

the section headed “Directors and Senior Management” in this document.

— 48 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

PARTIES INVOLVED IN THE [REDACTED]

Joint Sponsors

[REDACTED], [REDACTED] and
[REDACTED]

Legal advisers to our Company

China Everbright Capital Limited

(a licensed corporation to conduct type 1 (dealing in
securities), type 4 (advising on securities) and type 6
(advising on corporate finance) regulated activities
under the SFO )

24/F, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

Guoyuan Capital (Hong Kong) Limited

(a licensed corporation to conduct type 1 (dealing in
securities) and type 6 (advising on corporate finance)
regulated activities under the SFO )

22/F, CCB Tower

3 Connaught Road Central

Hong Kong

[REDACTED]

[REDACTED]

As to Hong Kong law:
Sidley Austin

39/F

Two Int’l Finance Centre
Central

Hong Kong

As to Singapore law:
Shook Lin & Bok LLP
1 Robinson Road
#18-00, ATA Tower
Singapore 048542
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As to the PRC law:

AnJie Law Firm

Room 3305, K.Wah Center
No. 1010 Huaihai Road (M)
Shanghai, the PRC

As to the Philippines law:

Fortun Narvasa & Salazar

23rd Floor, Multinational Bancorporation Centre
6805 Ayala Avenue

Makati City 1226 Philippines

As to Japan law:

TMI Associates

23rd Floor, Roppongi Hills Mori Tower
6-10—1 Roppongi, Minato-ku

Tokyo 106-6123, Japan

Legal advisers to the Joint Sponsors [REDACTED]
and [REDACTED]|

[REDACTED]

Auditors and reporting accountants Ernst & Young
Certified Public Accountants
22nd Floor
CITIC Tower
1 Tim Mei Avenue, Central
Hong Kong

Industry consultant China Insights Consultancy
10/F, Tomorrow Square
399 West Nanjing Road
Huangpu District
Shanghai, the PRC

Compliance adviser China Everbright Capital Limited
24/F, Lee Garden One
33 Hysan Avenue
Causeway Bay
Hong Kong

[REDACTED] [REDACTED]
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CORPORATE INFORMATION

Registered office 1 Changi North Street 1
Singapore 498789

Headquarters 1 Changi North Street 1
Singapore 498789

Principal place of business 31/F
in Hong Kong 148 Electric Road

North Point
Hong Kong

Company’s website www.kinergy.com.sg
(The contents of this website does not form part of this
document )

Joint company secretaries Ms. Wan Kim Ying Kasina

(Fellow member of the Hong Kong Institute of Chartered
Secretaries)

46/F

Far East Finance Centre

16 Harcourt Road

Hong Kong

Ms. Gn Jong Yuh Gwendolyn
1 Robinson Road

#18-00 AIA Tower

Singapore 048542

Authorised representatives Mr. Lim Kuak Choi Leslie
12 Boscombe Road
Singapore 439752

Ms. Wan Kim Ying Kasina
46/F

Far East Finance Centre
16 Harcourt Road

Hong Kong

Audit committee Mr. Ng Tiak Soon (B ¥ ) (Chairman)
Dr. Senerath Wickramanayaka
Mudiyanselage Sunil Wickramanayaka
Professor Zhang Wei (41#)

Remuneration committee Professor Zhang Wei (5&##) (Chairman)
Mr. Bradley Fraser Kerr
Dr. Senerath Wickramanayaka
Mudiyanselage Sunil Wickramanayaka
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CORPORATE INFORMATION

Nomination committee

Principal share registrar

Hong Kong Share Registrar and
transfer office

Principal banker

Dr. Senerath Wickramanayaka

Mudiyanselage Sunil Wickramanayaka (Chairman)
Ms. Foo Kaw Jee (17 E)
Mr. Ng Tiak Soon (##IH)

[REDACTED)]

[REDACTED]

United Overseas Bank Limited

1 Tampines Central 1

#02-03A UOB Tampines Centre
Singapore 529539
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INDUSTRY OVERVIEW

The information set forth in this section including certain facts, statement and data, is derived
from the Industry Report prepared by China Insights Consultancy, which is based on information
obtained from China Insights Consultancy’s database, publicly available sources, industry reports,
data obtained from interviews and other sources. We believe that the sources of such information are
appropriate and have taken reasonable care in extracting and reproducing such information. We have
no reason to believe that such information is false or misleading or that any fact has been omitted that
would render such information false or misleading. The information has not been independently
verified by the Joint Sponsors, [REDACTED], the [REDACTED ], any of their respective directors,
officers, representatives, employees, agents or professional advisers, or any other person or party
involved in the [REDACTED], and no representation is given as to the completeness, accuracy or
fairness of such information. Accordingly, the information as presented herein should not be unduly
relied upon.

SOURCE OF INFORMATION

We commissioned China Insights Consultancy, an independent market consulting firm, to
conduct a detailed analysis of and prepare a report on the contract manufacturing market in the
semiconductor industry focusing on wire bonder handling systems in reference to the period from
2012 to 2021. We agreed to pay China Insights Consultancy a total fee of USD50,000, which we
believe reflects the market rate for similar services. China Insights Consultancy is an investment
consulting company originally established in Hong Kong. Its services include industry consulting
services, commercial due diligence, strategic consulting, and so on.

China Insights Consultancy undertook both primary and secondary research using a variety of
sources. Primary research involved interviewing key industry experts and leading industry
participants. While secondary research involved analyzing data from various publicly available
data sources, including Semiconductor Equipment and Materials International, the Semiconductor
Industry Association, government releases, annual reports published by companies, independent
research reports, the internal database of China Insights Consultancy, etc.

In compiling and preparing the Industry Report, China Insights Consultancy has adopted the
following key assumptions: (i) the overall social, economic, and political environment worldwide is
expected to remain stable during the forecast period; (ii) related key industry drivers are likely to
continue driving growth in the global contract manufacturing market in the semiconductor industry
focusing on wire bonder handling systems throughout the forecast period, including a sustainable
demand for wire bonders, the improved technological know-how of contract manufacturers, and
cost saving opportunities derived from partnering with contract manufacturers; and (iii) there is no
extreme force majeure or unforeseen industry regulations in which the market may be affected in
either a dramatic or fundamental way.

The Industry Report mainly focuses on the contract manufacturing market in the
semiconductor industry focusing on wire bonder handling systems, i.e., the market in which we
operate our business. Our Directors are of the view that after taking reasonable care, there have been
no material adverse changes in the market information included herein subsequent to the published
dates for the relevant data contained in the Industry Report, and which may qualify, contradict or
have an impact on the information as presented in this section.

Our Group’s position in the value chain for the semiconductor industry
The manufacturing of semiconductors consists of four consecutive processes, namely: (i)
design; (i1) wafer fabrication; (iii) packaging, assembly and testing; and (iv) manufacturing of end

products. Semiconductor process equipment is utilised to handle the manufacturing process in the
wafer fabrication stage as well as the packaging, assembly, and testing stage. Our Group is involved
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in the contract manufacturing in the semiconductor industry focusing on wire bonder handling
systems. The following diagram outlines the semiconductor manufacturing process and segmentation
of related semiconductor process equipment:
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OVERVIEW OF THE GLOBAL SEMICONDUCTOR INDUSTRY
Market size of the global semiconductor industry

Between 2012 and 2016, the global semiconductor market developed steadily, with the market
size having grown at CAGR of 3.8%, representing an increase from approximately USD291.6 billion
to approximately USD338.9 billion. An increased margin for memory products would result in a
further boost to the market in 2017 and further stimulate the expansion of production capacities for
memory manufacturers. It is expected that the growth in the key applications of semiconductors such
as communication products, automotive, artificial intelligence and other novel fields of applications
will continue to drive the expansion of the semiconductor industry. Hence, between 2016 and 2021,
the global semiconductor industry is expected to continue expanding in market size to reach
approximately USD389.6 billion, representing a CAGR of 2.8%. The following chart outlines the
market size of the global semiconductor industry in terms of revenues:

Market size of the global semiconductor industry 2012-2021E
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Source: Semiconductor Industry Association, World Semiconductor Trade Statistics, China Insights Consultancy
GLOBAL SEMICONDUCTOR PROCESS EQUIPMENT INDUSTRY
Definition of the global semiconductor process equipment industry

Various kinds of equipment are used in the semiconductor manufacturing process, including
during both the wafer fabrication stage and the packaging, assembly, and testing stage. The
semiconductor process equipment industry supplies the capital equipment used in the manufacturing

of semiconductors. Market participants are commonly referred to as Original Design Manufacturers
(ODMs). Major semiconductor process equipment for the wafer fabrication stage include oxidation
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furnaces, plasma etchers, and chemical vapor deposition (CVD) or physical vapor deposition (PVD)
equipment, etc.; while major semiconductor process equipment (SPE) for the packaging, assembly
and testing stage (being the back-end processes) include die attaching equipment, wire bonders,
molding systems, DTFS (deflashing, trimming, forming and singulation) machines, and testing
machines, etc.

Market size of the global semiconductor process equipment industry

Growth in the global semiconductor process equipment industry generally follows the broader
trend representative of the global semiconductor industry. Overall, while there are fluctuations in the
sales of semiconductor process equipment between 2012 and 2016 due to the market conditions of
the semiconductor industry, the size of semiconductor process equipment market has continued
increasing from approximately USD36.9 billion in 2012 to approximately USD41.2 billion in 2016,
representing a CAGR of 2.8%. Given the current projections for continued steady expansion in the
global semiconductor industry due to an increasing demand arising from novel applications in fields
such as cognitive computing, artificial intelligence and robotics, the revenue generated from new
equipment purchases is therefore expected to continue increasing over the next five years. Thus, the
market size of the global semiconductor process equipment industry in terms of revenue is projected
to increase at a CAGR of 2.6% during the period between 2016 and 2021 and reach USD46.8 billion
by 2021. The following chart outlines the market size of the global semiconductor process equipment
industry in terms of revenues:

Market size of the global semiconductor process equipment industry 2012-2021E

USD billion
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Source: Semiconductor Equipment and Materials International, China Insights Consultancy

GLOBAL SEMICONDUCTOR PACKAGING, ASSEMBLY AND TESTING EQUIPMENT
INDUSTRY (I.E. THE SEMICONDUCTOR BACK-END EQUIPMENT INDUSTRY)

Definition of the global semiconductor packaging, assembly and testing equipment industry

Packaging, assembly and testing is the stage following wafer fabrication during the
manufacturing of semiconductors. The semiconductor packaging, assembly and testing equipment
industry supplies the capital equipment required during this stage. Major types of semiconductor
process equipment (SPE) for the back-end processes include die attaching equipment, wire bonders,
molding system, DTFS (deflashing, trimming, forming and singulation) machines and testing
machines, etc.

Market size of the global semiconductor back-end equipment industry

Revenue generated from semiconductor packaging, assembly, and testing equipment has
continued to take a relatively stable share of the total revenue in terms of semiconductor process
equipment as a whole. Following a similar growth trend with the global semiconductor process
equipment industry, the size of the global semiconductor back-end equipment industry, in terms of
overall revenue, increased from approximately USD6.9 billion in 2012 to approximately USDS&.0
billion in 2016, representing a CAGR of 3.8%. It is expected that the size of the global
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semiconductor back-end equipment industry, in terms of overall revenue, will continue growing at a
CAGR of 3.5% during the period between 2016 and 2021, reaching approximately USD9.5 billion by
2021. The following chart outlines the market size of the global semiconductor back-end equipment
industry in terms of revenues:

Market size of the global semiconductor back-end equipment industry 2012-2021E

USD billion
101 CAGR (2012-2016): 3.8%
CAGR (2016-2021E): 3.5% _ 8.7 . T

87 69 7.1 7.0

6.0
6

T T T T 1
2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E 2021E

Source: Semiconductor Equipment and Materials International, China Insights Consultancy
Key drivers of the global semiconductor back-end equipment industry
Steady growth in the semiconductor back-end industry

Following a similar growth trend of the global semiconductor process equipment industry and
being an essential stage in the manufacturing of semiconductors, the semiconductor back-end
industry experienced steady growth between 2012 and 2016, with its total size increasing from
approximately USD67.0 billion to approximately USD75.8 billion, representing a CAGR of 3.1%.
The industry is expected to continue growing at a CAGR of 3.0% between 2016 and 2021, reaching a
market size of approximately USDS87.7 billion by 2021. With steady growth in the back-end industry,
the demand for equipment used during the packaging, assembly, and testing stage is likewise
expected to remain sustainable, which will thus continue to propel the global semiconductor back-
end equipment industry as a whole.

Expanding wafer fabrication capacity and increased adoption of advanced packaging solutions

In response to an increasing demand for semiconductors used in a variety of applications, the
capacity for global wafer fabrication has continued increasing over the past five years. In order to
utilise this increase in the wafer fabrication capacity used for manufacturing semiconductor end
products, the associated capacities for packaging, assembly, and testing will need to be increased to a
level that matches the capacity for wafer fabrication. Advanced packaging varieties, which include
Wafer-level Packages, 2.5-D Integrated Circuits, and 3.0-D Integrated Circuits, have witnessed
substantial growth over the past five years. Total revenue generated by advanced packaging
increased from approximately USD2.7 billion in 2012 to approximately USD5.0 billion in 2016, and
is forecasted to reach approximately USD10.1 billion by 2021. Therefore, the continuous expansion
of wafer fabrication capacities and increased adoption of advanced packaging solutions will also
stimulate new purchases of equipment from packaging, assembly and testing equipment providers.

GLOBAL WIRE BONDER INDUSTRY
Definition of the wire bonder industry

The primary process used when interconnecting semiconductor chips with their packaging
involves the use of an ultrasonic welding process called ‘wire bonding’. It is one of the most
important processes during the packaging, assembly, and testing stage when manufacturing
semiconductors, with more than 80% of chip interconnections being produced using this process.
There are two major variations of wire bonding: ball bonding and wedge bonding. Ball bonding is
often the wire bonding process of first choice, accounting for approximately 90% of the entire wire
bonding market.
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Market size of the global wire bonder industry

As a sub-category in the global semiconductor back-end equipment industry, the global wire
bonder industry has generally followed a similar development trend with the global semiconductor
back-end equipment industry over the past five years, with an overall upward trajectory despite
minor fluctuations in certain years as affected by weakening semiconductor markets. In terms of
overall revenue, the size of the global wire bonder industry increased from approximately USD808.5
million in 2012 to approximately USD909.8 million in 2016, representing a CAGR of 3.0%. Due to
the expected sustainable increase in demand arising from the semiconductor process equipment
industry and the further expansion of global wafer manufacturing capacity, the size of the global
wire bonder industry in terms of revenue is expected to continue growing at a CAGR of 2.7%
between 2016 and 2021, reaching approximately USD1,038.2 million by 2021. The following chart
outlines the market size of the global wire bonder industry in terms of revenues:

Market size of the global wire bonder industry 2012-2021E
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Source: Semiconductor Equipment and Materials International, China Insights Consultancy
Market players in the global wire bonder industry

The global wire bonder market is heavily concentrated, with the top three companies having
generated approximately 84.7% of total revenues for wire bonder sales in 2016. As of 2016,
Company A was the top manufacturer, capturing around 50.8% of the total market size in terms of
revenue. The dominant positions held by the top 3 manufacturers in the global wire bonder market
have remained stable over the past few years. Since the wire bonder market has already entered the
mature phase in its development, it is unlikely that the competitive landscape will be subject to
significant changes looking ahead.

Rankings and market shares of top wire bonder suppliers in terms of revenues, 2016

Ranking Company Business scope Headquarter Revenue Market share
(USD million) (%)
1 Company A Designs, manufactures, and markets Singapore 462.2 50.8

capital equipment mainly used in
wire bonding systems.

2 Company B Designs, manufactures, and markets Hong Kong 216.0 23.7
capital equipment mainly used in
packaging, assembly, and testing
processes as adopted during
semiconductor manufacturing.

3 Company C Designs, manufactures, and markets Japan 92.4 10.2
bonders for packaging and
assembly processes used during
semiconductor manufacturing.

Others 139.2 15.3

Total 909.8 100.0

Source: China Insights Consultancy
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THE GLOBAL WIRE BONDER HANDLING SYSTEM CONTRACT MANUFACTURING
INDUSTRY

Definition of wire bonder handling systems

The major components and sub-systems used in a wire bonder are (i) bond heads, (ii) power
management systems, (iii) electronic process systems and (iv) handling systems. Handling systems
normally consist of a magazine handler system, slider system, and work-holder system. The

following diagram outlines the major components and sub-systems for wire bonders:
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Breakdown of semiconductor process equipment in terms of revenue

Since semiconductor manufacturing techniques and processes are relatively mature, the
breakdown for semiconductor process equipment has remained relatively stable in terms of revenue.
The following chart outlines the breakdown and revenues from semiconductor process equipment to

contract manufacturing of wire bonder handling systems in 2016:
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Market size of the global wire bonder handling system contract manufacturing industry

In terms of revenues, the market size of the global wire bonder handling system contract
manufacturing industry increased from approximately USD95.9 million in 2012 to approximately
USD108.5 million in 2016, representing a CAGR of 3.1%. Moreover, the global wire bonder
handling system contract manufacturing industry is expected to maintain its growth momentum. The
size of the market is expected to increase at a CAGR of 2.8% between 2016 and 2021, reaching
approximately USD124.3 million by 2021. The following chart outlines the market size of the global
wire bonder handling system contract manufacturing industry in terms of revenues:

Market size of the global wire bonder handling system contract manufacturing
industry 2012-2021E
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Source: Semiconductor Equipment and Materials International, China Insights Consultancy
Key drivers of the global wire bonder handling system contract manufacturing industry
Sustainable demand for wire bonders

Consumer electronics have underwent a technological revolution in recent years. The
introduction of smart technologies has, in particular, boosted the demand for consumer
electronics, which has in turn driven up the demand for semiconductors. On the other hand, the
process involved in packaging semiconductors is now faced with increasing technological
complexity. The resulting improvements in packaging are expected to help spur on a renewed
demand for semiconductors and related packaging equipment. Consequently, between 2012 and
2016, the wire bonder industry maintained a general growth trend overall despite minor fluctuations,
a trend which is expected to continue into the near future. A growing demand for wire bonders has
ultimately also resulted in an increased demand for its handling systems.

Improved technological know-how of contract manufacturers

After years of accumulating experience, contract manufacturers have significantly improved
their technological know-how, as evidenced by the increase in bonding precision, increased bonding
speeds, and improved research and development capabilities. Improved technological know-how has
enabled contract manufacturers to meet ODM manufacturing standards or even surpass them.

Cost saving opportunities from partnering with contract manufacturers

Cost calculations are an important consideration for wire bonder manufacturers when
deliberating whether or not to outsource to contract manufacturers. Since contract manufacturers
specialise in producing certain components/sub-systems of the wire bonder, contract manufacturers
have developed a more effective cost control capability through their superior manufacturing
techniques, economies of scale, and lower labor costs. Such cost control capabilities enable contract
manufacturers to manufacture handling systems at lower costs in comparison with ODMs. The
savings derived from outsourcing these handling systems to contract manufacturers are equivalent to
approximately 10%—-15% of an ODM’s own in-house manufacturing costs. This high level of cost
savings has thus incentivised ODMs to outsource the manufacturing of their handling systems.
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Trends for the price and cost of contract manufactured wire bonder handling systems

The price of contract manufactured wire bonder handling systems has generally remained
stable over the past five years. The gross margin for these systems have remained at and around 20%
since contract manufacturers tend to price their products based on stable gross margins.

The cost structure of contract manufactured wire bonder handling systems has been relatively
stable since the manufacturing technology has already entered into a mature stage of development.
The purchasing cost for motors, which represents around 24% of total costs, has increased slightly
due to the increasing adoption of high-end motors with encoder features. The purchasing cost for
steel, which represents around 16% of the total costs, has followed a downward trend due to falling
prices for stainless steel. The purchasing cost for sensors, which represents around 16% of the total
costs, has remained stable since sensors are a common type of electronic equipment and are not
subject to significant price fluctuations. Labour costs, which represent around 12% of the total
costs, have followed an upward trend due to the increasing average wage level for workers employed
by contract manufacturers. Other costs, including utility costs, which represent the remaining 12%
of the total costs, have remained stable. In sum, the overall cost has generally remained stable over
the past five years.

Competitive landscape of the global contract manufacturing market in the semiconductor industry
focusing on wire bonder handling systems

In terms of the market for contract manufacturing handling systems used in wire bonders, our
Company held a dominant position as of 2016, having generated revenues of approximately
USDS56.2 million, which accounted for 51.8% of the total market size. This high level of market
concentration is a reflection of the wire bonder industry as a whole, which is highly concentrated. Of
the top 3 wire bonder suppliers, who together took up approximately 84.7% of the total market size
in 2016, Company A sub-contracted entire handling systems to other parties while both Company B
and Company C sub-contracted out parts of the handling system to other parties. Our Group is the
major handling system supplier for Company A, being the sole supplier for work-holder systems and
the dominant supplier for slider systems and magazine handler systems. The partnership between our
Group and Company A, which is expected to remain constant in the future, underlines our Group’s
dominant position in the market.

Rankings and market shares of top contract manufacturers in the semiconductor industry focusing
on wire bonder handling systems in terms of revenues, 2016

Ranking Company Business scope Headquarter Revenue Market share
(USD million) (%)
1 Our Group Contract designs and manufactures Singapore 56.2 51.8
handling systems and other sub-
assemblies
2 Competitor A Manufactures high precision and Singapore 12.4 11.4

complex components

3 Competitor B Contract designs and manufactures Switzerland 8.7 8.0
mechatronic modules, machines,
and systems

4 Competitor C  Provides complete mechatronic The Netherlands 4.5 4.1

systems for high-tech production
equipment
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Rankings and market shares of top contract manufacturers in the semiconductor industry focusing on wire bonder handling
systems in terms of revenues, 2016

Ranking Company Business scope Headquarter Revenue Market share
(USD million) (%)
5 Competitor D Contract designs and manufactures Switzerland 4.0 3.7

high-precision components used in
manufacturing processes

Others 22.7 21.0

Total 108.5 100.0

Source: China Insights Consultancy
MUTUAL RELIANCE BETWEEN CONTRACT MANUFACTURERS AND ODMS
Industry norm for contract manufacturers to serve a limited number of customers

The wire bonder industry is highly concentrated. Contract manufacturers are therefore likely to
have substantial dealings with a limited number of dominant customers in order to capture market
share. As a result, contract manufacturers like our Group have only a limited choice of wire bonder
manufacturer customers at present.

Industry norm for ODMs to source from a small number of contract manufacturers

Sourcing from a small number of contract manufacturers is regarded as an industry norm since
the number of contract manufacturers with an established track record, and having proven
capabilities in providing specialised systems meeting the ODM’s stringent standards, remains
limited. The performance of semiconductor process equipment depends highly on the reliability,
accuracy, and performance of the components and sub-systems used in the equipment themselves. A
performance failure of any semiconductor process equipment would affect the entire production line
for semiconductor device manufacturers, which could potentially cause severe economic losses. As
such, in order to ensure the robustness of semiconductor process equipment supplied to their
semiconductor device manufacturer customers, ODMs rely heavily on well-established suppliers able
to provide sub-systems that meet their strict requirements. Given the difficulty faced by ODMs when
attempting to identify qualified suppliers in view of their stringent technical specifications and strict
quality standards, ODMs (which also includes wire bonder manufacturers) tend to maintain a long-
term business relationship with qualified contract manufacturers.

Substantial switching costs when changing suppliers

The handling systems used in wire bonders are required to be of a high quality which possesses
both a high level of precision and durability. These systems need to be fine-tuned and constantly
updated over many years before attaining a maximum degree of efficiency. Therefore, it requires a
significant accumulation of long-term business cooperation between ODMs and contract
manufacturers to achieve optimal productivity.

Handling systems are one of the essential modular parts of wire bonders. The purchasing costs
of handling systems account for approximately 30% of the total manufacturing costs for wire
bonders. Failure to achieve on-time delivery on the part of contract manufacturers may hamper the
timely delivery of wire bonder by ODMs. This may therefore adversely affect the operations and
financial conditions of ODMs.

A wire bonder manufacturer must first notify its customers of its intention to change suppliers.
The replacement suppliers are usually carefully selected given their proximity to ODM factories,
their ability to satisfy stringent delivery terms, and their proven record of on-time delivery, the
consequent qualification process for switching to a new supplier is quite time-consuming.
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Handling systems are sophisticated components and are subject to testing for their reliability
and robustness when utilised over a long period of time. Changing suppliers would potentially result
in risks associated with mismatched or even flawed products. On the other hand, contract
manufacturers of handling systems are sometimes involved in wire bonder manufacturers’ internal
research and development processes. This kind of co-development underscores the bonder’s quality
and therefore makes the partnership difficult to break.

ENTRY BARRIERS FOR THE GLOBAL CONTRACT MANUFACTURING INDUSTRY IN THE
SEMICONDUCTOR INDUSTRY FOCUSING ON WIRE BONDER HANDLING SYSTEMS

Technological know-how

Technological expertise is a critical contributor to success when entering into the market. Even
with the right equipment, the new entrant might not have the immediate experience and expertise to
assemble machines due to their numerous component parts. Expertise that ensures fewer defects and
lower costs must be acquired over a longer period of time, with this expertise being highly valued by
wire bonder manufacturers.

Long-term partnerships with customers

Given that wire bonder manufacturers highly value their long-term relationship with contract
manufacturers and considering the substantial costs associated with switching suppliers, it is unlikely
that wire bonder manufacturers will opt to change suppliers. The most important factors preventing
the SPE manufacturers from switching suppliers and breaking this kind of long-term relationship
include the following: (i) losses in terms of integrated research and development process that
combines the efforts of wire bonder manufacturers and the contract manufacturer; (ii) losses in terms
of the customized solutions acquired from contract manufacturers with deep customer-specific
knowledge achieved through long-term cooperation with the wire bonder manufacturer; and (iii)
concerns regarding intellectual property protection when sharing the technological details of the wire
bonder manufacturer with contract manufacturers.

Proven track record
Since wire bonder manufacturers must be strict concerning on-time delivery, they are more
likely to select contract manufacturers that have a proven track record. New entrants, who obviously

lack a long-term record, are thus faced with a tremendous challenge in terms of convincing wire
bonder manufacturers of their reliability.

—62 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

LAWS AND REGULATIONS IN SINGAPORE
Workplace Safety and Health Act

The Workplace Safety and Health Act (Chapter 354A of the laws of Singapore) (“WSHA”)
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 his or her employees in the workplace. These measures
include:

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

(b) ensuring that adequate safety measures are taken in respect of any machinery, equipment,
plant, article or process used by the employees;

(c) ensuring that the employees 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;

(d) developing and implementing procedures for dealing with emergencies that may arise while
the employees are at work; and

(e) ensuring that the employees at work have adequate instruction, information, training and
supervision as is necessary for them to perform their work.

More specific duties imposed by the relevant regulatory body, the Ministry of Manpower
(“MOM?”), on employers are laid out in the Workplace Safety and Health (General Provisions)
Regulations of Singapore (“WSHR”).

Pursuant to the WSHR, the following equipment are required to, amongst others, be tested and
examined by an authorised examiner (“Authorised Examiner”) before they can be used and thereafter, at
specified intervals:

(a) hoists or lifts;
(b) lifting gears; and
(c) lifting appliances and lifting machines.

Upon examination, the Authorised Examiner will issue and sign a certificate of test and
examination, specifying the safe working load of the equipment. Such certificate of test and
examination shall be kept available for inspection. Under the WSHR, it is the duty of the occupier
of a workspace in which the equipment is used to comply with the foregoing provisions of the WSHR,
and to keep a register containing the requisite particulars with respect to the lifting gears, lifting
appliances and lifting machines.

For hoists and lifts not powered with mechanical power, a thorough examination of the hoist or
lift shall be carried out at least once every year by an Authorised Examiner. For other hoists and lifts
used in a workplace, they shall be thoroughly examined by an Authorised Examiner at least once every
6 months or at such other intervals as the Commissioner for Workplace Safety and Health (“CWSH”)
may determine.

In addition to the above, under the WSHA, inspectors appointed by the CWSH may, among
others, enter, inspect and examine any workplace, inspect and examine any machinery, equipment,
plant, installation or article at any workplace, make such examination and inquiry as may be necessary
to ascertain whether the provisions of the WSHA are complied with, take samples of any material or
substance found in a workplace or being discharged from any workplace for the purpose of analysis or
test, assess the levels of noise, illumination, heat or harmful or hazardous substances in any workplace
and the exposure levels of persons at work therein and require any person to produce any article which
is relevant to any investigation or inquiry under the WSHA and to take into custody any such article.
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Any person who breaches his or her duty under the WSHA shall be guilty of an offence and shall
be liable on conviction, in the case of a body corporate, to a fine not exceeding S$500,000 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 S$5,000 for every day or part thereof during which the offence
continues after conviction. For repeat offenders, where a body corporate has on at least one previous
occasion been convicted of an offence under the WSHA that causes the death of any person and is
subsequently convicted of the same offence that causes the death of another person, the court may,
punish the body corporate with a fine not exceeding S$1 million and, in the case of a continuing
offence, with a further fine not exceeding S$5,000 for every day or part thereof during which the offence
continues after conviction.

Under the WSHA, the CWSH may serve a remedial order or a stop-work order in respect of a
workplace if the CWSH is satisfied that:

(a) the workplace is in such condition, or is so located, or any part of the machinery, equipment,
plant or article in the workplace is so used, that any work or process carried on in the
workplace cannot be carried on with due regard to the safety, health and welfare of the
persons at work;

(b) any person has contravened any duty imposed by the WSHA; or

(c) any person has done any act, or has refrained from doing any act which, in the opinion of
the CWSH, poses or is likely to pose a risk to the safety, health and welfare of persons at
work.

The remedial order shall direct the person served with the order to take such measures, to the
satisfaction of the CWSH, to, amongst others, remedy any danger so as to enable the work or process in
the workplace to be carried on with due regard to the safety, health and welfare of the persons at work
and specify the date on which any step required by the order shall be taken, whilst the stop-work order
shall direct the person served with the order to immediately cease to carry on any work or process
indefinitely or until such measures as are required by the CWSH have been taken, to the satisfaction of
the CWSH, to remedy any danger so as to enable the work or process in the workplace to be carried on
with due regard to the safety, health and welfare of the persons at work.

The Workplace Safety and Health Council has approved codes of practice for the purpose of
providing practical guidance with respect to the requirements of the WSHA relating to safety, health
and welfare at the workplace.

Pursuant to the Workplace Safety and Health (Risk Management) Regulations 2006, the employer
in a workplace is supposed to, amongst others, conduct a risk assessment in relation to the safety and
health risks posed to any person who may be affected by his or her undertaking in the workplace, take
all reasonably practicable steps to eliminate or minimise any foreseeable risk, and where it is not
reasonably practicable to eliminate the risk, implement measures and safe work procedures to control
the risk, specify the roles and responsibilities of persons involved in the implementation of any measure
or safe work procedure and inform workers of the same, maintain records of such risk assessments and
measures or safe work procedure implemented for a period of not less than 3 years, and submit such
records to the CWSH when required by the CWSH from time to time.

Work Injury Compensation Act

Work injury compensation is governed by the Work Injury Compensation Act (Chapter 354 of the
laws of Singapore) (“WICA”), and is administered by the MOM. The WICA applies to employees (who
are engaged under a contract of service or apprenticeship) in respect of injury suffered by them in the
course of their employment and sets out, amongst others, the amount of compensation that they are
entitled to and the method(s) of calculating such compensation.

The WICA provides that if an employee dies or sustains injuries in a work-related accident or
contracted occupational diseases in the course of the employment, the employer shall be liable to pay
compensation in accordance with the provisions of the WICA. An injured employee is entitled to claim
medical leave wages, medical expenses and lump sum compensation for permanent incapacity or death,
subject to certain limits stipulated in the WICA.
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Further, the WICA provides that, amongst others, where any person (referred to as the principal)
in the course of or for the purpose of his or her trade or business contracts with any other person
(referred to as the employer) for the execution by the employer of the whole or any part of any work
undertaken by the principal, the principal shall be liable to pay to any employee employed (by the
employer) in the execution of the work any compensation which he or she would have been liable to pay
if that employee had been immediately employed by the principal.

Employers are required to maintain work injury compensation insurance for two categories of
employees engaged under contracts of service, unless exempted. The first category includes all
employees doing manual work. The second category includes all non-manual employees earning
S$1,600 or less a month. An employer who breaches the above provisions shall be guilty of an offence
and shall be liable on conviction to a fine not exceeding S$10,000 or to imprisonment for a term not
exceeding 12 months or to both.

Employment Act

The Employment Act (Chapter 91 of the laws of Singapore) (“EA”) is administered by the MOM
and sets out the basic terms and conditions of employment and the rights and responsibilities of
employers as well as employees who are covered under the EA.

In particular, Part IV of the EA sets out requirements for rest days, hours of work and other
conditions of service for workmen who receive salaries not exceeding S$4,500 a month and employees
(other than workmen) who receive salaries not exceeding S$2,000 a month.

Section 38(8) of the EA provides that an employee is not allowed to work for more than 12 hours
in any one day except in specified circumstances, such as where the work is essential to the life of the
community, defence or security. In addition, section 38(5) of the EA provides that an employee is not
permitted to work overtime for more than 72 hours a month.

Employers may seek the prior approval of the Commissioner for Labour (“CL”) for exemption if
they require an employee or class of employees to work for more than 12 hours a day or overtime for
more than 72 hours a month. The CL may, after considering the operational needs of the employer and
the health and safety of the employee or class of employees, by order in writing exempt such employees
from the overtime limits subject to such conditions as the CL thinks fit. Where such exemptions have
been granted, the employer shall display the order or a copy thereof conspicuously in the place where
such employees are employed.

An employer who breaches the above provisions shall be guilty of an offence and shall be liable on
conviction to a fine not exceeding S$5,000, and for a second or subsequent offence to a fine not
exceeding S$10,000 or to imprisonment for a term not exceeding 12 months or to both.

Central Provident Fund Act

In Singapore, employers are required by law to contribute to the Central Provident Fund
(“CPF”). Under the scheme, employers are to ensure that CPF contributions are paid monthly for its
employees, who are Singapore citizens or Singapore permanent residents, at the rates set out in the
Central Provident Fund Act (Chapter 36 of the laws of Singapore).

Employment of Foreign Manpower Act

The employment of foreign workers in Singapore is governed by the Employment of Foreign
Manpower Act (Chapter 91A of the laws of Singapore) (“EFMA”) and is administered by the MOM.

In Singapore, under section 5(1) of the EFMA, no person shall employ a foreign employee unless
the foreign employee has a valid work pass. In addition, the employment of a foreign employee must be
in accordance with the conditions of the foreign employee’s work pass. Any person who fails to comply
with or contravenes section 5(1) of the EFMA shall be guilty of an offence and shall (a) be liable on
conviction to a fine not less than S$5,000 and not more than S$30,000 or to imprisonment for a term
not exceeding 12 months or to both; and (b) on a second or subsequent conviction, (i) in the case of an
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individual, be punished with a fine of not less than S$10,000 and not more than S$30,000 and with
imprisonment for a term of not less than one month and not more than 12 months; or (ii) in any other
case, be punished with a fine not less than S$20,000 and not more than S$60,000.

An employer of foreign workers is also subject to, amongst others, the provisions set out in the
EA, the EFMA, the Immigration Act (Chapter 133 of the laws of Singapore) and the regulations issued
pursuant to these Acts.

Company laws and regulations

The Companies Act (Chapter 50 of the laws of Singapore) 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 sharcholders 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.

In addition, members of a company are subject to, and bound by the provisions of the
Constitution. The Constitution contains, inter alia, provisions relating to some of the matters in the
foregoing paragraph, transfers of shares as well as sets out the rights and privileges attached to the
different classes of shares of the company (if applicable).

Income tax

Corporate taxpayers (whether Singapore tax resident or non-Singapore tax resident) are generally
subject to Singapore income tax on all Singapore source income, and on foreign source income received
or deemed received in Singapore (unless specified conditions for exemption are satisfied). Foreign
income in the form of dividends, branch profits and service fee income received or deemed received in
Singapore by a Singapore tax resident corporate taxpayer may however be exempt from Singapore tax
if specific conditions are met.

The prevailing corporate income tax rate is 17.0% with partial tax exemption for normal
chargeable income of up to S§300,000 as follows:

(a) 75.0% exemption of up to the first S$10,000; and
(b) 50.0% exemption of up to the next S$290,000.

If a newly incorporated Singapore tax resident company (whose principal activity is not that of
investment holding or that of developing properties for sale, investment, or both) is not limited by
guarantee, its total share capital is beneficially held directly by no more than 20 individual shareholders
throughout the basis period for that year of assessment and at least one individual is holding at least
10.0% of the total number of issued ordinary shares throughout the basis period for that year of
assessment, then the following exemptions for normal chargeable income will apply for the first three
(3) years of assessment:

(a) 100.0% exemption of up to the first S§100,000; and
(b) 50.0% exemption of up to the next S$200,000.

A company is regarded as a tax resident in Singapore for a year of assessment if its business is
exercised in Singapore.

Dividend distributions

Dividends paid by a Singapore tax resident company would be considered as sourced from
Singapore. Dividends received from a Singapore tax resident company by either Singapore tax resident
or non-Singapore tax resident shareholders are not subject to Singapore withholding tax.
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Under the one-tier corporate tax system in Singapore, the tax paid by a Singapore tax resident
company is a final tax and the after-tax profits of the company can be distributed to its shareholders as
tax exempt (one-tier) dividends.

Withholding tax

Singapore does not currently impose withholding tax on dividends paid to resident or non-
resident shareholders.

Estate duty
Singapore estate duty was abolished with effect from 15 February 2008.
Goods and Services Tax (“GST”)

GST is a consumption tax levied on the importation of goods, as well as most supplies of goods
and services in Singapore. GST on importation is collected by the Singapore Customs while GST on
local supplies of goods and services is collected by GST-registered persons. The prevailing standard
GST rate is 7%. Certain supplies are exempt from GST. Broadly, these include sales and leases of
residential properties and the provision of certain financial services. Export of goods and provision of
international services are generally zero-rated (i.e. subject to GST at 0%).

Stamp Duty

No stamp duty is payable on the subscription and issuance of our Shares. Stamp duty may be
applicable to a transfer of our shares if a contract or agreement is executed in Singapore or is
subsequently received in Singapore.

Stamp duty is calculated at the rate of 0.20% of the consideration for or net asset value of, the
Shares, whichever is higher. The purchaser is liable for the stamp duty charge, unless otherwise agreed
by the parties to the transaction.

No stamp duty is payable if no contract or agreement is executed (such as in the case of scripless
shares, for which no contract or agreement is executed) or if the contract or agreement is executed
outside of Singapore. However, stamp duty may be payable if the contract or agreement which is
executed outside Singapore is subsequently brought into Singapore.

Effect of holding Shares through CCASS or outside CCASS

The holding of Shares through CCASS or outside CCASS does not give rise to any additional
Singapore income tax implications.

Tax treaties between Singapore and Hong Kong

There is no comprehensive double tax treaty between Singapore and Hong Kong.
LAW AND REGULATIONS IN THE PRC
Foreign Investment

The establishment, operation and management of companies in the PRC are governed by the
Company Law of the People’s Republic of China ({"# ARILFEAHEZE)) (the “PRC Company
Law”). The PRC Company Law was promulgated by the Standing Committee of the National People’s
Congress (the “NPC Standing Committee”) on 29 December 1993 and became effective on 1 July 1994.
It was subsequently amended on 25 December 1999, 28 August 2004, 27 October 2005 and 28 December
2013, respectively. The PRC Company Law generally governs two types of companies, namely the
limited liability companies and joint stock limited companies. Both types of companies have the status
of legal persons, and the liability of a company for its debts is limited to the total assets of the company.
The liability of shareholders of a limited liability company is limited to the amount of capital they
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contribute, while the liability of shareholders of a joint stock limited company is limited to the amount
of shares they subscribe for. The PRC Company Law shall also apply to foreign-invested companies.
Where laws on foreign investment have other stipulations, such stipulations shall apply.

The Law of Foreign-invested Enterprises of the People’s Republic of China ({2 A R 315 b
E L) (the “Law of Foreign-invested Enterprises”), which was promulgated by the National
People’s Congress and became effective on 12 April 1986, and was subsequently amended by the NPC
Standing Committee on 31 October 2000 and 3 September 2016, respectively, forms the legal framework
of the PRC government for the regulation of wholly foreign-owned enterprises. The establishment
procedures, approval and filing procedures, registered capital requirements, foreign exchange
administration, accounting management, taxation, labour and other matters of wholly foreign-owned
enterprises shall be subject to the Law of Foreign-invested Enterprises.

In accordance with the Implementation Rules on the Law of Foreign-invested Enterprises of the
People’s Republic of China ({13 A RILAESMNE A ZEEE A AI)), which were promulgated and
became effective on 12 December 1990, and subsequently amended by the State Council on 12 April
2001 and 19 February 2014, respectively, wholly foreign-owned enterprises shall make allocations to
reserve funds and to rewards and welfare funds for their employees from their profits after paying
income tax in accordance with tax laws of the PRC. The allocations made to the reserve fund of an
enterprise shall be no lower than 10% of the enterprise’s after-tax profits; when the total amount of
fund so allocated reaches 50% of such enterprise’s registered capital, no further allocations may be
made. Wholly foreign-owned enterprises shall independently determine their allocation rates to rewards
and welfare funds for employees.

In accordance with the Provisional Measures for Filing Administration of Establishment and
Change of Wholly Foreign-owned Enterprises (Fhp#5& 3£ 5% 7 S8 B A R P 1T HF%)), which
were promulgated by the Ministry of Commerce and became effective on 8 October 2016, and were
subsequently amended on 30 July 2017, where a foreign-invested enterprise formed upon approval
undergoes any change and the foreign-invested enterprise after change does not involve the
implementation of special administrative measures for access as prescribed by the state, the foreign-
invested enterprise shall be subject to filing procedures.

Industry Access

Investment by foreign investors and foreign-invested enterprises in the PRC shall be regulated by
the Guidance Catalog of Industries for Foreign Investment (2017 Revision) (AP & = ¥E45EH
$%(20174F-45%T))) (the “Guidance Catalog”), which was promulgated by the Ministry of Commerce and
the National Development and Reform Commission on 28 June 2017 and became effective on 28 July
2017. The Guidance Catalog stipulates in detail the categories of encouraged foreign-invested
industries, restricted foreign-invested industries and prohibited foreign-invested industries and the
scope of market entry. Any industry not listed in the catalog shall be classified as permitted foreign-
invested industry.

Foreign Exchange Administration

The administration of foreign exchange in the PRC is governed by the Regulations on Foreign
Exchange Administration of the People’s Republic of China (<<EP$/\E ﬂ].ﬁl\@”&ﬂﬂ&fﬂ% (the
“Regulations on Foreign Exchange Administration™), which were promulgated by the State Council on
29 January 1996, became effective on 1 April 1996, and subsequently amended on 14 January 1997 and
5 August 2008, respectively. In accordance with the Regulations on Foreign Exchange Administration,
foreign exchange income under current account may be retained or sold to financial institutions
engaged in the settlement and sale of foreign exchange in accordance with relevant provisions, while
foreign exchange expenditure under current account may be paid with self-owned foreign exchange or
foreign exchange bought from financial institutions engaged in the settlement and sale of foreign
exchange with valid documents. Foreign institutions or individuals who seek to make direct investment
in the PRC shall, after being approved by or filed with relevant competent departments, shall register
with the foreign exchange administrative authority. Domestic institutions or individuals who seek to
make direct investment overseas shall register for dealing in foreign exchange. Any such domestic
institutions or individuals required to obtain approval from or to file with the relevant competent
authority in accordance with state provisions shall go through the approval or filing procedures before
making the above-mentioned registrations. Where foreign exchange income under capital accounts is to
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be retained or sold to financial institutions engaged in the settlement and sale of foreign exchange,
approvals of foreign exchange administrative authorities are required, except as otherwise stipulated by
the state. The foreign exchange expenditure under capital accounts shall be, against valid documents,
paid with self-owned foreign exchange or foreign exchange bought from financial institutions engaged
in the settlement and sale of foreign exchange in accordance with provisions on the administration of
the sale and purchase of foreign exchange by the administration of foreign exchange under the State
Council. With respect to those that are required to be approved by foreign exchange control agencies by
the state, approval formalities shall be gone through before making such foreign exchange expenditure.
The currency denominated in Renminbi that belongs to foreign parties in a foreign-invested enterprise
terminated in accordance with law may, after the liquidation and taxation of the enterprise in
accordance with relevant provisions of the PRC, be used to buy foreign exchange from financial
institutions engaged in the settlement and sale of foreign exchange and remitted abroad.

On 20 June 1996, the People’s Bank of China further issued the Provisions on the Settlement, Sale
and Payment of Foreign Exchange ({%5HE - 50X ATIEEMHBIE)) (the “Provisions on Foreign
Exchange Settlement”), which became effective on 1 July 1996. In accordance with the Provisions on
Foreign Exchange Settlement, for repatriation of profits and dividends after tax by the foreign
counterpart in a foreign-invested enterprise, the payment can be made from their own foreign exchange
accounts or with foreign exchange purchased at designated foreign exchange banks upon the
presentation of the proposal for the profit distribution adopted by the board of directors.

On 30 March 2015, the State Administration of Foreign Exchange issued the Circular of the State
Administration of Foreign Exchange on Reforming the Management Approach of Settlement of
Foreign Exchange Capital of Foreign-invested Enterprises (€ [B %71 3 Ja B i el 4 A1 ps 45 & A 24
TfE Y 7S 4 4 B 45 B SCAY 8 20 ), which became effective on 1 June 2015. Pursuant to the circular, the
foreign exchange capital of foreign-invested enterprises shall be subject to voluntary foreign exchange
settlement, which refers to the foreign exchange capital in the capital account of a foreign-invested
enterprise for which the rights and interests of monetary contribution has been confirmed by the
foreign exchange bureau (or the book-entry registration of monetary contribution by the banks) and
can be settled at banks based on the actual operational needs of the enterprise. In addition to the
voluntary foreign exchange settlement, foreign-invested enterprises may still use their foreign exchange
capital through foreign exchange settlement upon payment. The capital of foreign-invested enterprises
and its capital in Renminbi obtained from foreign exchange settlement shall not be directly or indirectly
used for payments outside its business scope or for payments prohibited under laws and regulations
and, unless otherwise provided by laws and regulations, shall not be directly or indirectly used for
investment in securities.

Foreign Trade Registration

Foreign trade business of foreign trade operators in the PRC is regulated by the Foreign Trade
Law of the People’s Republic of China ({H3# A\ RILFIEHHINE 5)i%)) (the “Foreign Trade Law™).
Competent foreign trade authority under the State Council is responsible for the regulation of foreign
trade business in accordance with this law. The Foreign Trade Law was promulgated on 12 May 1994
and became effective on 1 July 1994, and was subsequently amended on 6 April 2004 and 7 November
2016, respectively. According to the Foreign Trade Law, any foreign trade operator engaged in the
import or export of goods or technology shall complete the formalities for filing and registration to the
competent foreign trade authority or the institutions entrusted by it, unless otherwise exempted by the
laws, administrative rules or regulations of the competent foreign trade authority.

According to the Measures for the Filing and Registration of Foreign Trade Operators (¥ 5M&
b 88 H M S5 RO L)) promulgated by the Ministry of Commerce on 25 June 2004 and became
effective on 1 July 2004, and subsequently amended on 18 August 2016, any foreign trade operator
engaged in the import or export of goods or technology shall complete the formalities for filing and
registration to the Ministry of Commerce or the institutions entrusted by the Ministry of Commerce,
unless otherwise exempted by the laws, administrative rules or regulations of the Ministry of
Commerce. If the foreign trade operator fails to complete the filing and registration formalities in
accordance with the measures, the customs may not handle the declaration and clearance procedures
for import and export.
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According to the Circular of the Ministry of Commerce on Issues concerning the Filing and
Registration of Right to Foreign Trade of Foreign-funded Enterprises (Shang Zi [2004] No. 46) ({1
TR SN P HE A SE AN REM R G R A B I R ) (P& [2004]5646%95))  promulgated by  the
Ministry of Commerce on 17 August 2004, the foreign-invested enterprises established before 1 July
2004 in accordance with laws that have not applied for changing its business scope to include any
import or export business, or any foreign-invested enterprises established after 1 July 2004 in
accordance with laws that engage in the import or export of self-use or self-produced goods and
technology are not required to complete the formalities for filing and registration of foreign trade
operators.

Regulations on Customs

Import and export goods are regulated by the Customs Law of the People’s Republic of China
(CHEE N ILABEL B )) (the “Customs Law”). The Customs Law was promulgated by the NPC
Standing Committee on 22 January 1987, became effective on 1 July 1987, and subsequently amended
on 8 July 2000, 29 June 2013, 28 December 2013, 7 November 2016 and 4 November 2017, respectively.
Pursuant to the Customs Law, all import goods throughout the period from the time of arrival in the
territory to the time of customs clearance, all export goods throughout the period from the time of
declaration to the time of departure from the territory, and all transit, transshipment and through
goods throughout the period from the time of arrival in the territory to the time of departure from the
territory, shall be subject to customs control. Unless otherwise provided, the declaration of import and
export goods and the payment of duties shall be made by the consignees or consignors themselves, and
such formalities may also be completed by their entrusted customs brokers that have registered with the
permission of the customs. If entrusted by the consignor or consignee and handling the declaration of
import and export goods in the name of the client, such declaration enterprise shall provide a power of
attorney signed by the entrusting party to the customs, and comply with all the provisions applicable to
the entrusting party under the Customs Law. If entrusted by the consignor or consignee, but handling
of the declaration of import and export goods in its own name, the declaration enterprise shall bear the
same legal liability as that of the consignor or consignee. Where the consignor or consignee entrusts the
declaration enterprise to handle the declaration, the entrusting party shall provide accurate information
regarding the goods to be declared, and the declaration enterprise shall verify the information provided
by the client in due care. The consignor or consignee of import and export goods and the declaration
enterprise shall register with the customs office according to law when handling the declaration
procedure. No declarations may be made without registering with the customs.

According to the Provisions of the Customs of the People’s Republic of China for the
Administration of Registration of Declaration Entities (<32 A R F 5 v 57 e B B2 07 5 i 6 el A R
7)) promulgated by the General Administration of Customs of the PRC on 13 March 2014 and became
effective on the same day, and subsequently amended on 20 December 2017, declaration entities shall be
registered with the customs in accordance with these provisions unless otherwise prescribed by the laws,
administrative regulations or the custom rules. The registration of declaration entities includes the
registration of declaration enterprises and the registration of the consignees or consignors of import or
export goods. A consignee or consignor of import or export goods may directly go through the
registration procedures at the local customs office. The declaration procedure of a consignee or
consignor of import or export goods shall be handled by the customs declarer of its competent customs
office, or through the customs declarer of an entrusted declaration enterprise registered with the
customs. Unless otherwise provided by the customs, the Registration Certificate of Customs
Declaration Entities of the People’s Republic of China (€73 A [ T Vi B ¥ B B4 i i 6 i o
#)) issued to a consignee or consignor of import or export goods shall be validly subsisting.

Taxation
Enterprise Income Tax

The taxation for enterprises and other income generating organisations within the PRC is
governed by the Enterprise Income Tax Law of the People’s Republic of China ({H#E A R I A0 12
Jr38ii%)) (the “EIT Law”). The EIT Law was promulgated by the NPC on 16 March 2007, became
effective on 1 January 2008 and was subsequently amended on 24 February 2017. According to the EIT
Law, all enterprises incorporated in the PRC, except for those being entitled to preferential tax
treatment, shall be subject to enterprise income tax at a rate of 25%. According to the Notice on the
Implementation of Transitional Favourable Policies for Enterprise Income Tax (B B i 3 Fr 1584
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30 % 1 B BUR Y3 A1) ) promulgated by the State Council on 26 December 2007, enterprises which enjoy
fixed-term preferential tax treatment of enterprise income tax, such as “tax exemption for 2 years and
50% tax reduction for the following 3 years” and “tax exemption for 5 years and 50% tax reduction for
the following 5 years”, may continue to enjoy such preferential tax treatments until expiry of the
original terms according to the preferential treatment rules under the previous taxation laws,
administrative regulations and relevant documents after the promulgation of the EIT Law
abovementioned. For enterprises that have not made profits and thus not yet enjoyed the
preferential tax treatment, the relevant term for enjoying the preferential tax treatment shall be
calculated commencing from 2008.

Under the EIT Law, enterprises are classified into “resident enterprises” and “non-resident
enterprises”. A “non-resident enterprise” refers to the enterprise that is incorporated under the laws of
a foreign country (region) and whose de facto management body is outside the PRC, but has
establishments or premises in the PRC, or has no establishments or premises in the PRC but has income
generated from the PRC. According to the EIT Law, a non-resident enterprise that has no
establishment or premises within the PRC, or a non-resident enterprise that has establishment or
premises in the PRC but its income has no actual connection to such establishment or premises in the
PRC, shall be subject to enterprise income tax at the rate of 20% on its income sourced from the PRC.
Where the treaty between the governments of the PRC and another foreign country (region) contains
provisions different from those provided under the EIT Law, the provisions under the relevant treaty
shall prevail. According to the Implementation Rules of the Enterprise Income Tax Law of the People’s
Republic of China (€2 A R ILFNER A 2E P15 Bk B i 6 191)) promulgated by the State Council on 6
December 2007 and became effective on 1 January 2008, dividends paid to non-resident enterprises
from foreign-invested enterprises shall be subject to enterprise income tax at a lower rate of 10%.

In addition, pursuant to the Administrative Measures for Tax Treatments Entitled by Non-
resident Taxpayers under Taxation Treaty ({IFJE MBI N ZZ B )2 f5 8 & HHFE)), which was
promulgated by the State Administration of Taxation of the PRC on 27 August 2015 and became
effective on 1 November 2015, a non-resident taxpayer that is qualified to enjoy the preferential
treatment under taxation treaty could enjoy the tax treatment automatically when filing tax return or
making withholding declaration through a withholding agent, and will be subject to follow-up
administration by the tax authorities thereafter.

Value-added Tax

The collection of value-added tax is primarily regulated by the Provisional Regulations on Value-
added Tax of the People’s Republic of China ({H 3 A RILFNE B EBE 1T H])), which was
promulgated by the State Council on 13 December 1993, revised and approved on 5 November 2008
and subsequently amended on 6 February 2016 and 19 November 2017, respectively. According to the
Provisional Regulations on Value-added Tax, units and individuals engaging in the sale of goods, or the
provision of processing, repair and replacement service, sales service, intangible assets, real estates or
import of goods within the PRC shall be subject to value-added tax. Unless otherwise provided under
the regulations, value-added tax shall be levied at a rate of 17%.

Urban Land Use Tax

The payment of urban land use tax by units and individuals who use urban land shall be governed
bg the Provisional Rules on Urban Land Use Tax of the People’s Republic of China({H #E A R A1
BEL T M I BUET AT 1)), which was promulgated by the State Council on 27 September 1988, became
effective on 1 November 1988 and was subsequently amended on 31 December 2006, 8 January 2011
and 7 December 2013, respectively. According to the rules, the urban land use tax shall be levied based
on the area of the relevant land effectively occupied by the taxpayer. The urban land use tax per square
meter is as follows: (1) RMB1.5 to RMB30 for large cities; (2) RMB1.2 to RMB24 for medium cities; (3)
RMBO0.9 to RMBI18 for small cities; (4) RMB0.6 to RMBI12 for counties, designated towns and
industrial and mining areas.

Real Estate Tax
The levy of real estate tax is regulated by the Provisional Rules on Real Estate Tax of the People’s

Republic of China ({H# A R AL 55 2 B % 174 41)), which was promulgated by the State Council
on 15 September 1986, became effective on 1 October 1986 and was subsequently amended on 8 January
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2011. According to the provisional rules, real estate tax shall be levied on the properties owned by
enterprises, which shall be 1.2% of the original value of the real estate minus standard deductions
(ranging from 10% to 30% of the original value of the real estate, subject to the decision of the local
provincial government), or 12% of the rental income for real estate being leased out.

Environmental Protection

The production and operating activities of enterprises in the PRC are subject to a set of
environmental protection laws and regulations which have been issued and implemented, including the
Environmental Protection Law of the People’s Republic of China ({*#E N RILFBIEREE R F#TE)), the
Environmental Impact Assessment Law of the People’s Republic of China (3 A &I A [ B 15 g 2
#FE %)), the Law of the People’s Republic of China on the Prevention and Control of Water Pollution
(CHREE N RILFE KI5 Y4 7715 )), the Law of the People’s Republic of China on the Prevention and
Control of Air Pollution (% A\ RILAE KI5 JPi161%)), the Law of the People’s Republic of
China on the Prevention and Control of Environmental Noise Pollution ({3 A Rl B B2 355 Mt A o
YLBjiif%)), the Law of the People’s Republic of China on the Prevention and Control of Environment
Pollution by Solid Wastes (<3 A B3 AN [0 [ #8 BEY) 15 BRI MR 15)) and the Administrative
Regulations on the Environmental Protection of Construction Projects ({Fa% Y H ER35% f i# & BLAGRH)).

According to the Environmental Protection Law of the People’s Republic of China ({H % A &1t
B BR B AR 7% )) promulgated on 26 December 1989 and amended on 24 April 2014 (the latest revision
became effective on 1 January 2015), entities discharging pollutants shall adopt effective measures to
prevent and control pollution and other environmental harms caused by exhaust, sewage, waste
residues, medical waste, dust, malodorous gases, radioactive substances, noise, vibration, optical and
electromagnetic radiation generated in the course of production, construction or other activities. In
addition, entities discharging pollutants shall pay sewage charges in accordance with the applicable
regulations of the PRC.

According to the Administrative Regulations on the Environmental Protection of Construction
Project (CEEREIE H IR B R7# & H%B1)) promulgated on 29 November 1998 and amended on 16 July
2017 (the latest revision became effective on 1 October 2017) and the Environment Impact Assessment
Law of the People’s Republic of China (€3 A R A B 32 58 5% B 1% )) promulgated on 28 October
2002 and amended on 2 July 2016 (the latest revision became effective on 1 September 2016), the PRC
government has set up a system to assess the environment impact of construction projects, and classify
and manage the environment impact assessment based on the degree of the environment impact: (1) an
environment impact report shall be prepared and thorough environment impact assessment shall be
conducted in respect of construction projects which may result in material impact on the environment;
(2) an environment impact report shall be prepared and environment impact analysis or specific
environment impact assessment shall be conducted in respect of construction projects which may result
in slight environment impact; and (3) no environment impact assessment shall be required but
environment impact statement shall be submitted in respect of construction projects which may result in
immaterial environment impact. Construction entities shall submit environment impact report and
statement of construction projects to competent environmental protection authorities for review and
approval. Environment impact registration form shall be filed with such authorities. Construction
entities shall, upon completion of a construction project which requires submission of a report or
statement, arrange for the acceptance inspection on the completion and prepare completion acceptance
report in respect of ancillary environmental protection facilities in accordance with standards and
procedures stipulated by the competent environmental protection authorities. Ancillary environmental
protection facilities required to be constructed for the construction project shall be designed,
constructed and put into operation simultaneously with the major construction work of the said
construction project. Construction projects which are required to submit an environment impact report
or statement shall only be put into operation or used when the relevant ancillary environmental
protection facilities have passed the acceptance inspection. No construction project may be put into
operation or use if it has not been inspected or passed the acceptance inspection.
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Labor and Employment
Labor

The employment between enterprises, as employers, and laborers is mainly regulated by the Labor
Law of the People’s Republic of China (% A RILFIEH 25874 )) (the “Labor Law”) and the Labor
Contract Law of the People’s Republic of China ({3 A R I A 458 4 [F]7%5)) (the “Labor Contract
Law”™).

According to the Labor Law promulgated by the NPC Standing Committee and become effective
on 1 January 1995 and amended on 27 August 2009, the distribution of wages shall follow the principle
of “distribution according to duties” and employees with equal work shall have equal wages. Employers
shall also establish a system of guaranteed minimum wages and provide special protection to female
employees and juvenile employees. The Labor Law also stipulates that employers shall establish and
improve its safety and health system and enter into labor contracts with their employees.

According to the Labor Contract Law promulgated by the NPC Standing Committee on 29 June
2007, become effective on 1 January 2008 and amended on 28 December 2012, enterprises established in
the PRC shall enter into labor contracts with their employees to agree on the term of contract, duties,
workplace, working hours, leave, remuneration, social insurance and labor protection in accordance
with laws. Both of employers and employees shall perform their own duties. The Labor Contract Law
states the situation in which an employer may cancel or terminate labor contract. Unless an employer
cancels a labor contract without compensation under situations which are clearly stated in the Labor
Contract Law, he/she shall pay compensation to employees according to standard established by laws.

In addition, according to the Regulations on Paid Annual Leave for Employees (I .75 3 4F R (&
& 4)) which became effective on 1 January 2008, an employee who has worked for the employer for
one year or more shall be entitled to 5-day to 15-day paid annual leave. Where annual leave has not
been taken by an employee at request of the employer, the employer shall pay the employee
compensation in the amount of 300% of his/her daily wage income.

Social Insurance and Hosing Provident Fund

Social insurance and its collection and payment are regulated by the Provisional Regulations on
the Collection and Payment of Social Insurance Premiums ({#1 & R B 2 20 7746 491)) and the Social
Insurance Law of the People’s Republic of China (€3 A & ILA B 41 & {55 )) (the “Social Insurance
Law”). The contribution and management of the housing provident fund are regulated by the
Administrative Regulations on Housing Provident Fund ({5 25 48 HAEH)).

According to the Provisional Regulations on the Collection and Payment of Social Insurance
Premiums promulgated by the State Council and become effective on 22 January 1999 and other
relevant regulations, an employer shall register for contribution to social insurance and declare and
make social insurance contribution in full and on time. The social insurance contributions payable by
employees shall be withheld and paid by employers on behalf of the employees. If the employer fails to
make or withhold and pay social insurance contribution, the PRC competent authorities may order the
employer to do so within the prescribed time period. If the non-compliance continues, the employer
shall be imposed a late payment fee in the amount of 0.2% of the outstanding payment for each day
overdue in addition to the outstanding payment. PRC competent authorities may apply to the people’s
court for mandatory collection of social insurance premiums and late payment fee.

According to the Social Insurance Law promulgated by the NPC Standing Committee on 28
October 2010 and became effective on 1 July 2011, the PRC government has established a social
insurance system including basic endowment insurance, basic medical insurance, work-related injury
insurance, unemployment insurance and maternity insurance to guarantee the rights of citizens to
legally obtain financial assistance from the state and society when they become old, ill, suffer from
work-related injuries, become unemployed and give birth to a child. An employer shall make
contribution to basic endowment insurance, basic medical insurance, work-related injury insurance,
unemployment insurance and maternity insurance based on the prescribed basis and percentage. If the
employer fails to make social insurance contribution, the authorities collecting social insurance
premiums may order the employer to make contribution or make up the shortfall within the prescribed
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time and impose a late payment fee in the amount of 0.05% of the outstanding payment for each day
overdue. If the non-compliance continues, such administrative authorities may impose a fine in the
amount of one to three times of the outstanding payment.

According to the Administrative Regulations on Housing Provident Fund promulgated on 3 April
1999 and amended on 24 March 2002, the employer shall register for contribution to the housing
provident fund at a local housing provident fund management center and open a housing provident
fund account with banks for its employees and make contribution to housing provident fund. If the
employer fails to register the contribution or open housing provident fund account for its employees as
stated above, the housing provident fund management center may order the employer to do so within a
prescribed time period. If the non-compliance continues, the employer may be imposed a fine in the
amount of RMB10,000 to RMBS50,000. If the employer fails to make contribution in full or on time, the
housing provident fund management center may order the employer to do so within a prescribed time
period. If the non-compliance continues, the housing provident fund management center may apply to
the people’s court for mandatory collection of outstanding payment.

Labor Dispatch

Labor dispatch is mainly regulated by the Labor Contract Law, the Interim Provisions on Labor
Dispatch ((B5HURE B 1THE)) promulgated on 24 January 2014 and become effective on 1 March
2014 and the Measures for the Implementation of Administrative License for Labor Dispatch ({25 %5 Ik
EATECHF A B HFA)) promulgated on 20 June 2013 and become effective on 1 July 2013.

According to the Labor Contract Law and Interim Provisions on Labor Dispatch, an employer
may employ dispatched workers in temporary, auxiliary or substitute job positions only. A temporary
job position refers to a job that survives for no longer than six months; an auxiliary job position refers
to a job position for non-main business that provides services for the main business, and a substitute
job position refers to a job position that can be taken up by other workers because an employee of an
employer cannot work due to full-time study, leave and so on over a certain period of time. An
employer shall strictly control the number of dispatched workers it employs, which shall not exceed
10% of the total number of employees.

A labor dispatch service provider shall conclude a written labor contract with the workers to be
dispatched for a fixed period of at least 2 years according to laws. Labor dispatched by a labor dispatch
service provider shall enter into a labor dispatch service contract with the employer that accepts
employment in the form of labor dispatch, which shall state, among others, the job position in which
the dispatched worker will be employed for, number of workers and the dispatch period, amount and
payment method of remuneration and social security insurance premium, working hours, vacation and
leave, related benefits for the dispatched workers during work injury, birth-giving or illness,
occupational safety and hygiene and training, expenses such as economic compensation, payment
method and basis of service fees under the labor dispatch agreement and liability for breach of the
agreement. Dispatched laborers shall be entitled to the same right of equal work, equal pay as other
employees of the employer.

Work Safety

Work safety in units that are engaged in production and business activities within the territory of
the PRC is stipulated by the Law of the People’s Republic of China on Work Safety ({3 A R 3 A0 2
%A L)) (the “Law on Work Safety”). The Law on Work Safety was promulgated by the National
People’s Congress on 29 June 2002, became effective on 1 November 2002 and was revised on 27 August
2009 and 31 August 2014, respectively and with the latest version taken effect on 1 December 2014.
According to the Law on Work Safety, production enterprises shall have the conditions for work safety
as specified by the provisions in this law and other relevant laws, regulations and national standards or
industrial specifications. Production operators that do not have such conditions shall not allowed to
engage in production and business activities. Principal person-in-charge of a production business unit
with more than 100 employees shall set up a work safety management body or appoint full-time
personnel for the control of work safety. For any unit with less than 100 employees, it shall appoint
full-time or part-time staff for the control of work safety. Production operators shall give their
employees education and training in work safety. For production operators with dispatched workers,
such dispatch workers shall be under centralised staff management and shall be provided with
education and training of safe operation procedures and skills in relation to their job positions.
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Production operators shall provide their employees with work protection gears in compliance with the
national standards or industrial specifications, and they shall educate and monitor their employees to
wear or use these gears in accordance with the rules for their use. Production operators shall, in
accordance with law, purchase insurance for work-related injuries and pay insurance premiums for
their employees. Workers operating at special posts in production business units shall, in accordance
with relevant national regulations, receive special training in safe operation, and they shall only be
assigned to such posts after obtaining the relevant qualifications.

Furthermore, the Law on Work Safety also stipulates that safety equipment shall be designed,
manufactured, installed, used, tested, maintained, improved and retired in compliance with the national
standards or industrial specifications. Production operators shall have their safety equipment
constantly retired, and maintained and regularly tested in order to ensure its normal operation. The
administrative department of work safety may execute administrative enforcement of work safety
according to the law and conduct inspections and checks on the compliance of laws, regulations and
national standards or industrial specifications regarding to work safety on production and the
fulfillment of industrial standards.

Product Quality

Engagement in product manufacturing and sales activities in the PRC is subject to the regulation
of the Law of the People’s Republic of China on Product Quality ("% A R AR E f B &#7%)) (the
“Law on Product Quality”). The Law on Product Quality was promulgated by the National People’s
Congress on 22 February 1993, became effective on 1 September 1993 and was revised on § July 2000
and 27 August 2009. According to the Law on Product Quality, producers shall be responsible for their
products to ensure that: (1) the products are constituting no unreasonable threats to personal safety or
safety of property, and conforming to the national standards or industrial standards for ensuring
human health, personal safety and safety of property, where applicable; possessing the properties as
required, except for those with directions stating their functional defects; and conforming to the
product standards marked on the products or on the packages thereof, and to the quality conditions
indicated by way of, among others, product directions and samples; (2) marks on the products or on the
packages thereof shall be authentic and meet the relevant requirements; (3) packages of dangerous
products, such as toxic, hazardous, fragile or products that should be kept upright during storage and
transportation, and other products with special requirements shall meet the necessary requirements and
carry warning marks or statements in Chinese indicting directions for storage and transportation, as
required by relevant state regulations; (4) any product that has been eliminated by State orders shall not
be produced; (5) forgery of the origin of a product, or forgery or fraudulently use of another producer’s
name and address shall be prohibited; (6) forgery or fraudulently use of another producer’s
authentication marks or other product quality marks shall be prohibited; (7) mixing of impurities or
imitations into the products, or substitution of a fake product for a genuine one, a defective product for
a high-quality one, or passing a substandard product off as an up-to-standard one shall be prohibited.
Producers and sellers who breach the Law on Product Quality shall be given administrative penalty,
including confiscation of the income arising from the illegal acts, revocation of business license and
imposition of fines. If a crime is constituted, criminal responsibility shall be investigated according to
law.

Furthermore, according to the Tort Liability Law of People’s Republic of China (¢ # A [ILAN
B fZ # 351174)) which was promulgated in 26 December 2009 and became effective on 1 July 2010, a
manufacturer shall bear tort liability if its product causes damage to others due to a defect. If a product
is defective due to the fault of the seller and results in damage to others, the seller shall bear tort
liability. If the seller is unable to name the manufacturer or supplier of the defective product, the seller
shall bear tort liability. In the event of damage being caused by a defective product, the infringed may
seek compensation from the manufacturer and seller of the said product.

Intellectual Property
Trademark

Registration and management of trademarks and protection of exclusive right to use trademarks
are mainly regulated by the Trademark Law of People’s Republic of China (€ 3E A R L8 1275 ))
(the “Trademark Law”). The Trademark Law was promulgated by the NPC Standing Committee on 23
August 1982 and was subsequently revised on 22 February 1993, 27 October 2001, and 30 August 2013,
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with the latest version taken effect on 1 May 2014. The Trademark Law stipulates that a natural person,
legal person or other organization that requires exclusive trademark right of its commodity or service
during the course of production and operation shall apply to the Trademark Office for trademark
registration. Regulations relating to commodity trademark as stipulated in the Trademark Law are also
applicable to service trademark. The trademark registrant shall enjoy an exclusive right to use the
trademark, which shall be protected by law. The exclusive right to the use of a registered trademark
shall be limited to trademarks which are registered upon approval and to goods the use of a trademark
on which is approved. The period of validity of a registered trademark shall be 10 years, commencing
from the day the registration is approved. If an owner needs to continue to use his registered trademark
after the period of validity expires, an application for renewal of registration shall be made within 12
months before the expiration. The period of validity for each renewal of registration shall be 10 years,
commencing from the day following the expiry of previous validity term. The owner of a registered
trademark may, by concluding a trademark licensing contract, authorize another person to use his
registered trademark.

Patent

The application, grant, management and protection of patent right are primarily stipulated by the
Patent Law of the People’s Republic of China ({*H#E A\ RILFIEEF]1L)) (the “Patent Law”). The
Patent Law was promulgated by the NPC Standing Committee on 12 March 1984, became effective on 1
April 1985 and was subsequently revised on 4 September 1992, 25 August 2000, and 27 December 2008,
respectively, with the latest version taking effect on 1 October 2009. The Patent Law is formulated for
the purposes of protecting and encouraging inventions, promoting the application of inventions and
facilitating the advancement of science and technology. According to the Patent Law, patent rights are
classified into invention, utility model and design. Inventions and utility models for which patent rights
are granted shall be of novelty, creativity and practical applicability. Design for which patent rights are
granted shall not be existing design and shall have distinctive features. The duration of the invention
patent right shall be 20 years and that of the utility model or design patent right shall be 10 years,
commencing from the date of application.

After the grant of the patent right for an invention or utility model, except where otherwise
provided for in the Patent Law, no entity or individual may, without the authorization of the patentee,
exploit the patent through making, using, offering to sell, selling or importing the patented product, or
using the patented process, or using, offering to sell, selling or importing the product directly obtained
by the patented process, for production or business purposes. After the grant of the patent right for a
design, no entity or individual may, without the authorization of the patentee, exploit the design
through making, selling or importing the product incorporating such patented design, for production
or business purposes. Any entity or individual using the patent of another must conclude a written
licensing contract with the patentee.

Property Rights

Civil relationships stemming from attribution and use of things, including immovable and
movable properties, are governed by the Property Law of the People’s Republic of China (€9 #E A It
B YHEL)) (the “Property Law”). The Property Law was promulgated by the National People’s
Congress on 16 March 2007 and became effective on 1 October 2007. Pursuant to the Property Law, the
property right of the State, collectives, individual persons and other obligees are protected by law, and
no units or individuals shall encroach on it. Types and scope of properties shall be defined by the law.
Unless otherwise stipulated by the law, the creation, transfer and extinction of immovable properties
may only take effect upon legal registration. Any alteration, transfer and extinction without
registration shall not be in effect. Unless otherwise stipulated by the law, creation and transfer of
movable property rights shall become effective upon delivery. The Property Law grants property
owners the right to possess, use, obtain profits from and dispose of their self-owned immovable and
movable properties. The owner shall have the right to create usufructuary and security interest in
property rights with regard to its immovable or movable property. The beneficiary of the usufructuary
and security interest shall not prejudice the rights and interests of the owner while exercising their own
rights.

Furthermore, as stipulated by the Interim Regulations on the Registration of Immovable
Properties ({ANBEHEEFIYITHA)) promulgated by the State Council on 24 November 2014 and
become effective on 1 March 2015, the PRC implements a uniform registration system for immovable
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properties. Immovable properties shall be registered based on the real estate units. Each real estate unit
has an exclusive code. Immovable property registration includes, among others, initial registration,
modification registration, transfer registration, deregistration, registration for correction, dissent
registration, advance notice registration, and seizure registration.

LAWS AND REGULATIONS IN THE PHILIPPINES

Kinergy Philippines was duly incorporated with the Securities and Exchange Commission
(“SEC”) on 6 April 2000 under and by virtue of Philippine Law. Thus, its corporate life of 50 years
begins from its date of incorporation and ends on 6 April 2050. Kinergy Philippines is engaged in the
design, fabrication and manufacture for export of (i) precision molds and dies, tooling components as
well as equipment components and (ii) fully automated mechatronics systems for electronics
manufacturing. Since the time of its incorporation, Kinergy Philippines was registered as a foreign
owned corporation engaged as an export market enterprise and continues to be registered as such with
the SEC. Moreover, since Kinergy Philippines has registered with the Philippine Economic Zone
Authority (the “PEZA”) as an Ecozone export enterprise and enjoys fiscal incentives, it is subject to the
regulation of the PEZA.

Below is a summary of pertinent Philippine laws and regulations that currently apply to Kinergy
Philippines.

SEC Requirements

A corporation in the Philippines is required to ensure compliance with SEC requirements, which
include submitting its (i) General Information Sheet (“GIS”) and (ii) Audited Financial Statements
(“AFS”). GIS must be filed within 30 days from the date of the annual sharcholders meeting set in the
By-laws of a corporation or from the date of the actual annual shareholders meeting. AFS must be filed
within 120 days following the end of its fiscal year to the SEC.

Foreign Investment Act Requirements

The Foreign Investments Act of 1991, Republic Act No. 7042, as amended, requires that the
minimum paid up capital requirement of foreign entities like Kinergy Philippines is US$100,000 for
export market enterprises and US$200,000 for domestic market companies. Failure to meet these
minimum capitalization requirement will mean that a foreign corporation will not be allowed to do
business in the Philippines.

PEZA Requirements

A PEZA-registered enterprise is subject to the applicable laws, rules, and regulations of the
PEZA. It also needs to comply with its Certificate of Registration and Registration Agreement with the
PEZA in order not to have the Certificate and the Agreement revoked and withdrawn.

Local Government Code Requirements

Under the Local Government Code of 1991, corporations are required to pay business taxes and
secure business permits before they can operate within any city or municipality. This is in relation to
Sections 147 and 151 of the Local Government Code which give cities the power to require payment of
mayor’s permit fees and other regulatory fees before any corporation may conduct business within their
jurisdiction. Failure to renew the business permit annually can result in the cessation of operations for a
corporation.

Customs Law and Importation Requirements

All importers and customs brokers are required to apply for registration under the Bureau of
Customs Client Profile Registration System. The corporation must designate an applicant who will be
the main point of contact between the company and the Bureau of Customs throughout the validity of
the company’s accreditation.
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All corporations should also submit the following documents no later than 31 March of every year
after accreditation: (i) updated GIS and company profile; (ii) updated PEZA registration; and (iii)
Mayors Permit and proof of lawful occupancy of office.

Prior to importation, a PEZA-registered enterprise must first register with the importation system
of the Bureau of Customs (“BOC”) and PEZA. Under Customs Memorandum Order No. 03-2015,
locators within a PEZA economic zone must register under the BOC Client Profile Registration System.
On the other hand, PEZA requires PEZA-registered enterprises to enroll under its Electronic Import
Permit System (e-IPS) or Expanded Automated Export Documentation System (e-AEDS), after which
the PEZA-registered enterprise may already apply for an electronic import permit. In its Implementing
Rules and regulations, the PEZA clarified that an approved Electronic Import Permit should be
obtained by a PEZA-registered enterprise before it issues a purchase order for importation of goods, or
before the arrival of the goods at the port.

Further, the BOC can suspend or cancel the accreditation of an importer if the BOC finds that the
importer does not comply with the requirements, or discovers inaccuracies in the documents submitted.

Labor Laws

The Labor Code of the Philippines and other related labor laws require minimum standards of
benefits which employees are entitled to, such as minimum wage requirements, overtime pay, holiday
pay, premium pay, night shift differential, service incentive leave, maternity leave for female employees,
paternity leave for male employee, solo parent leave, leave for victims of violence against women,
special leave for women, thirteenth month pay, separation pay, retirement pay, Philhealth benefits,
social security benefits, and PAG-IBIG benefits.

Failure to comply with the Labor Code of the Philippines can result in administrative fines and
penalties or complaints from the employees who may be affected by the non-compliance.

Occupational Safety and Health Standards (“OSHS”)

OSHS of the Department of Labor and Employment (“DOLE”) was formulated with the objective
to protect employees from harmful working conditions. The OSHS requires that every employer must
register its business with the Regional Office of the DOLE. The DOLE conducts periodic inspections to
verify the compliance by a business establishment with the provisions of the Labor Code and other
related labor laws.

The PEZA, in accordance with the Department of Labor and Employment, also conducts periodic
inspection of plants within the Ecozone to check on health, medical, occupational and safety standards
of the buildings, structures and electro-mechanical equipment and machineries and the general
conditions and maintenance of the plant.

Social Security System (“SSS”)

The SSS Law provides a package of benefits in the event of death, disability, sickness, maternity,
and old age of an employee. The coverage in the SSS is compulsory for all employees not over 60 years
of age and their employers. It shall be the responsibility of the employer to remit the share of both the
employers and the employees in the contributions to the fund. Failure to do so may result in fines and
penalties or criminal prosecution.

Philippine Health Insurance Corporation (“Philhealth”)

Philhealth is the administrator of the health insurance programs of SSS members and their
dependents who need financial assistance to afford the cost of medical care. Philhealth requires
employers to register their employees with Philhealth. It shall be the responsibility of the employers to
remit the share of both the employers and the employees in the contributions to Philhealth. Failure to
do so may result in the imposition of fines and penalties.

— 78 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

Home Development Mutual Fund (“HDMF”)

The HDMF is a mutual provident savings system for private and government employees and other
earning groups primarily involved in housing investment. The HDMF aims to improve the quality of
life by providing sufficient shelter for its members. All employees covered by SSS and their employers
are covered by HDMF. It shall be the responsibility of the employer to remit the share of both the
employer and the employee in the contributions to HDMF.

Tax Laws

For the payment of taxes, a corporation is required to be registered with the Bureau of Internal
Revenue (“BIR”). Any corporation who is subject to any internal revenue tax should register with the
appropriate Revenue District Office of the BIR on or before the commencement of its business or
before any payment of any tax due.

Business taxpayers should also submit the Application for Authority to Print Receipts/Invoices
and to register its manual books of accounts in order to complete its registration.

A PEZA-registered enterprise enjoys the following fiscal incentives under Executive Order No.
226:

a. corporate Income Tax Holiday (“ITH”) for four years for original project effective on the
date of start of commercial operations (no longer applicable to Kinergy Philippines);

b.  tax and duty free importation of merchandise that include raw materials, capital equipment,
machinery and spare parts;

c. exemption from wharfage dues, export tax and impost or fees;

d.  value added tax (“VAT”) zero-rating of local purchase (production related transactions with
local suppliers) subject to compliance with BIR and PEZA requirements;

e. additional deduction for incremental labor expense within five years of operations provided
this is not availed of simultaneously with ITH; and

f. exemption from payment of any and all local government impost, fees, licenses or taxes
except real estate tax; however, machines installed and operated in the eco-zone for
manufacturing, processing of for industrial purposes shall be subject to payment of real
estate taxes for the first three years of operation of such machineries; production equipment
not attached to real estate shall be exempt from real property taxes.

Availment of incentives shall be allowed only if the PEZA-registered enterprise is not delinquent
in the payment of its accounts with PEZA, if any, or in its compliance with any of the obligations, terms
and conditions.

Further, under Section 236(¢e) of the Tax Code, any registered taxpayer shall, whenever applicable,
update its registration information with the Revenue District Office where it is registered, specifying

therein any change in type and other taxpayer details.

Failure to timely pay corporate income tax and other taxes due can result in penalties, interest and
surcharges.

Environmental Laws
Environmental compliance certificate (“ECC”)

Philippine laws require environmental critical project (“ECP”), or projects which are not
environmentally critical, but are located in an environmentally critical area (“ECA”) to have an ECC.
The ECC must be secured before one may undertake or operate an ECP or in an ECA.
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An ECC is a document issued by the DENR/EMB after a positive review of an ECC application,
certifying that based on the representations of the proponent, the proposed ECP will not cause
significant negative environmental impact. The ECC also certifies that the proponent has complied with
all the requirements of the Environmental Impact Statement (“EIS”) System and has committed to
implement its approved Environmental Management Plan. An EIS is a document prepared and
submitted by the project proponent and/or EIA Consultant that serves as an application for ECC. It is
a comprehensive study of the significant impacts of a project on the environment. It includes an
Environmental Management Plan/Program that the proponent will fund and implement to protect the
environment.

The ECC contains specific measures and conditions that the project proponent must undertake
before and during the operation of the ECP, and in some cases, during the ECP’s abandonment phase
to mitigate identified environmental impacts. The ECC is subject to certain conditions and guidelines.
Non-compliance with any of such conditions and guidelines shall be sufficient cause for the suspension
or cancellation of the ECC and/or payment of fines or closure of the establishment.

Laguna Lake Development Authority (“LLDA”) Clearance

Pursuant to Section 4(d) of Republic Act 4850, as amended by Presidential Decree No. 813 and
further clarified by Executive Order No. 927, LLDA Board Resolution No. 7 (Series of 1993) and No.
223 (Series of 2004), a corporation doing business with the Laguna Lake district must first secure a
clearance from the LLDA before it proceeds with the implementation of its project in the area. The
LLDA Clearance is subject to certain conditions which, if not complied with, will result in fines or
penalties.

In certain instances, exemptions from other minor permits, e.g. discharge permits, are granted by
the LLDA depending on the nature of the facilities of the corporation.

Toxic Substances and Hazardous and Nuclear Waste Control Act of 1990

As a corporation that is engaged in business involving the importation, manufacture, processing,
handling, storage, transportation, sale, distribution, use and disposal of all unregulated chemical
substances and mixtures in the Philippines, including the entry, even in transit as well as the keeping or
storage and disposal of hazardous and nuclear wastes into the country for whatever purpose, Kinergy
Philippines is required to comply with the provisions of the Toxic Substances and Hazardous and
Nuclear Wastes Control Act of 1990.

A corporation is required to submit to the Department of Environmental and Natural Resources
(“DENR”) or Environmental Management Burecau (“EMB”) a Hazardous Generator’s Quarterly
Report seven days after the end of every quarter and to coordinate only with DENR accredited
transporter and treater with regards to transportation and treatment of hazardous wastes.

In case of any violation of the same, the penalty of imprisonment and fines can be imposed. The
president, director or manager of the non-compliant corporation who shall consent to or shall
knowingly tolerate such violation shall be directly liable and responsible for the act of the employee and
shall be criminally liable as a co-principal.

Philippine Clean Air Act of 1999

An establishment, facility, installation or fixed structure which is a source of air pollution and
emits regulated air pollutants, is required to obtain a permit to operate from the DENR. An application
for a permit to operate shall be filed for each source emitting regulated air pollutants. Facilities having
more than one source may group the source. The Permit to Operate shall be issued or renewed every
year subject to such conditions as the Department may impose, upon payment of the permit fees for air
pollution source and control facilities.

Issuance of the permit shall not relieve the grantee from complying with the requirements of the
Philippine Clean Air Act and that commencement of the work or operation under such permit shall be
deemed acceptance of the conditions specified therein.
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Penalties for non-compliance are fines and criminal prosecution. In the case of corporations, the
president, manager, directors, trustees, the pollution control officer or the officials directly in charge of
the operations shall suffer the penalty.

Further, the owner or the pollution control officer in charge of the installation subject to the
provisions of this law shall keep a record of its operational data and control test indicating its
operational efficiency, and shall furnish a copy of the same to the Department through EMB quarterly
in accordance with the procedures and/or programs approved by DENR through the EMB for this
purpose.

LAWS AND REGULATIONS IN JAPAN
Companies Act

The Companies Act (Act No. of 86 of 2005, as amended) is a fundamental legislation applicable to
a stock company (kabushi kaisha, abbreviated as “K.K.”). The Companies Act prescribes various
matters relating to a K.K., such as incorporation, shareholders’ rights and liability, governing bodies,
management and operation, duties and liabilities of officers, capital system and dividend distribution,
and access to company information.

Consumer Protection Regulations

Sales operations in Japan are subject to various Japanese consumer protection regulations
including, but not limited to, the Act against Unjustifiable Premiums and Misleading Representations
(Act No. 134 of 1962, as amended) and the Consumer Contract Act (Act No. 61 of 2000, as amended).
Pursuant to the Act against Unjustifiable Premiums and Misleading Representations, when a company
advertises its products for sale, it is prohibited from making representations regarding the quality,
standard or any other feature of such products, or price or any other trade terms, as being much better
than that of the actual products or trade terms, or making representations without reasonable grounds.
Under the Consumer Contract Act, when consumers misunderstand or are disadvantaged by certain
acts of the business operators, consumers are protected by the rescission of the manifestation of
intention to offer or accept contracts made by consumers, and nullification of any clauses, in part or in
whole, that exempt the business operators from their liability for damages or otherwise that unfairly
harm the interests of consumers.

Product Liability

The Product Liability Act (Act No. 85 of 1994, as amended) sets forth the manufacturer’s strict
liability for damages caused due to defects in such manufacturer’s product. The Product Liability Act is
not applicable in the case where damage is caused only to the product itself, and it is only applicable to
the case where there is a resulting harm: i.e., bodily injury, loss of life or damage to other properties. In
the event that a third party suffers such damages due to a defect in manufacturer’s products, the
manufacturer may be held liable for such damages even if it was not negligent.

Labor and Employment

The Labor Standards Act (Act No.49 of 1947, as amended), the Labor Contract Act (Act No.128
of 2007, as amended) and their respective related regulations and guidelines impose various
requirements on all employers in Japan. The Labor Standards Act regulates, among others,
minimum standards for working conditions such as working hours, leave period and leave days. The
Labor Contract Act regulates, among others, the change of terms of employment contracts and working
rules, dismissal and disciplinary action.

Protection of Personal Information

The Act on the Protection of Personal Information (Act No. 57 of 2003, as amended) requires that
a Japanese business operator must obtain the prior consent of the data subject in order to transfer
personal data to a third party located outside of Japan, unless such foreign country has adequate
standards for protection of personal data or the receiving party implements a system compliant with the
standards of protection prescribed by the rules of the Personal Information Protection Commission.
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Intellectual Property Regulations

In Japan, patents may be protected by the Patent Act (Act No.121 of 1959, as amended), works
may be protected by the Copyright Act (Act No.48 of 1970, as amended), designs may be protected by
Design Act (Act No. 125 of 1959, as amended) and trademarks may be protected by the Trademark Act
(Act No.127 of 1959, as amended) pursuant to respective laws and its relevant regulations. In case that
a business operator infringes the third parties’ intellectual property rights, such operator may be liable
for the damage caused by such infringement under the relevant act.

Customs Act

The Customs Act (Act No. 61 of 1954, as amended) and other relevant laws and regulations
prescribe import procedures and restrictions on the import of goods. Certain requirements for
inspection or other requirements must be met for restricted imports for which the importer must have a
permit and approval relating to the import of such goods under the Customs Act.
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OUR CORPORATE HISTORY

The history of our Group can be traced back to 1988 when Mr. Lim (our executive
Director, chief executive officer and one of our Controlling Shareholders) and his spouse
Ms. Foo (our non-executive Director and one of our Controlling Shareholders) with their
personal savings accumulated from their previous employments set up our Company in
Singapore together with a group of engineers from a reputable semiconductor
manufacturer. Over the years, we built a good and stable relationship with our customers
and expanded our business to the PRC, the Philippines and Japan.

Our Company was incorporated in Singapore on 4 January 1988 and started original
design manufacturing operations. In 1989, Unitras was invited to invest in our Group to
fund our business expansion. From 1990, we started tapping into the PRC market. In 1995,
we set up our electronic manufacturing services division (EMS Division), providing
contract manufacturing services leveraging on our engineering know-how experience from
our original design manufacturing division (ODM Division). In 1999, we began offering
electronic manufacturing services to Customer A, the world’s leading manufacturer of wire
bonders in terms of sales revenue in 2016 according to the Industry Report. As our business
continued to expand and required further capital to fund our operations and expansion
plans, our Company had been listed on the Catalist Board of the SGX-ST since February
2007 until its subsequent delisting in March 2013. For further details, please refer to the
paragraph headed “Delisting from SGX-ST” in this section. To expand our geographical
coverage, we established subsidiaries in the Philippines and Japan in 2000 and 2015,
respectively. In 2016, Diamond Wealth, a subsidiary of China Everbright Group, was
invited to invest in our Group with the aim of gaining access to more business opportunities
in the PRC and further raising our corporate profile.

BUSINESS MILESTONES

The followings are the major developments and milestones of our Group:

Year Events

1988 Our Company was incorporated in Singapore and started
original design manufacturing operations.

1995 We set up our electronic manufacturing services division,
providing contract manufacturing services.

1999 We began offering electronic manufacturing services to
Customer A, the world’s leading manufacturer of wire
bonders in terms of sales revenue in 2016 according to the
Industry Report.

We were awarded the ISO 9002 certification.

Kinergy Mechatronics was established in Shanghai city in

the PRC.
2000 Kinergy Philippines was incorporated in the Philippines.
2001 We were awarded the “Enterprise 50” award (a recognition

award for promising Singapore small and medium-sized
enterprises) for three consecutive years (1999-2001). We got
3rd prize in 2001.
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Year Events
2003 Kinergy EMS was established in Nantong city in the PRC.
2006 Kinergy EMS acquired the land use rights for a land site of

approximately 7,900 sq.m. in Nantong city for the
construction of our new manufacturing facility.

2007 Our Company was listed on the SGX-ST.

Beta Nova was established in Nantong city in the PRC.

2013 We delisted from the SGX-ST.

2015 Kinergy Japan was incorporated in Japan.

2016 Diamond Wealth, a subsidiary of China Everbright Group,
invested in our Group and became one of our Controlling
Shareholders.

2017 We were awarded the ISO 9001:2015 certification.

OUR COMPANY

Our Company was incorporated in Singapore as a private company limited by shares
on 4 January 1988. Our Company principally engages in providing contract manufacturing,
design, engineering and assembly for the electronics industry, and the design, manufacture
and sale of automated machines, apparatus, systems, equipment and precision moulds and
dies, and has manufacturing facilities located in Singapore. At incorporation, our
Company’s issued and paid up share capital was S$2.00 divided into two shares of
S$1.00 each, which were held as to one Share and one Share, representing 50% and 50%, by
Mr. Lim and Ms. Foo, respectively.

To consolidate their business in the semiconductor industry, in early 1989, Mr. Lim
and Ms. Foo procured their wholly-owned company, namely Precision Carbide Tooling Pte
Ltd (“PCT”), a company incorporated in Singapore in 1981 principally engaged in
manufacture of semiconductor toolings, to become a holding company of our Company. In
this regard, PCT subscribed for 1,300,000 new Shares in our Company at consideration of
S$1,300,000 in February 1989, and Mr. Lim and Ms. Foo transferred all their shareholding
interest in our Company to PCT at nominal consideration in March 1989, after which our
Company became wholly owned by PCT.

In 1989, Unitras, a company wholly owned by Ms. Joyce S. Kerr who is the spouse of
Mr. Bradley Fraser Kerr (our non-executive Director), was invited to take up a 32.5%
shareholding interest in PCT to fund our business expansion. After the investment of
Unitras, PCT was held as to approximately 59.95%, 7.55% and 32.50% by Mr. Lim, Ms.
Foo and Unitras, respectively.

As the business activities undertaken by PCT did not suit our core competence of
precision engineering, PCT started undergoing a voluntary liquidation in 2000. At the
relevant time, an Independent Third Party expressed an interest in investing in our
Company. As such, PCT transferred approximately 2.67% of the then total issued Shares to
such Independent Third Party, at a consideration of S$1,704,000, and subsequently
transferred all its remaining Shares of our Company to Mr. Lim, Ms. Foo and Unitras in

— 84 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

HISTORY AND DEVELOPMENT

proportion to their shareholding in PCT at a nominal consideration of S$1.00. After the
aforesaid transfers, our Company was owned as to approximately 58.35% by Mr. Lim,
7.35% by Ms. Foo, 31.63% by Unitras and 2.67% by such Independent Third Party.

In preparation for listing on the SGX-ST, our Company was converted into a public
company on 22 December 2006 and had undergone several changes in its shareholding
structure, after which our Company was listed on the SGX-ST on 15 February 2007.
Immediately after listing on the SGX-ST, our Company was owned as to approximately
45.29%, 5.46% and 23.48% by Ms. Foo, Mr. Lim and Unitras, respectively. Our Company
remained listed on the SGX-ST for around six years until it was subsequently delisted from
the SGX-ST on 22 March 2013. For further details, please refer to the paragraph headed
“Delisting from SGX-ST” in this section. The shareholding structure of our Company upon
completion of the delisting was as follows:

Shareholding
Name of Shareholders No. of Shares percentage
Kintras Pte. Ltd. "¢/ 128,653,000 98.65%
Public shareholders 1,761,000 1.35%
Total: 130,414,000 100.00%

Note: Kintras Pte. Ltd. (“Kintras”) was the offeror during the delisting process and was owned as to
69.76% and 30.24% by Mr. Lim and Unitras on 14 December 2012, respectively.

Subsequently, after a series of transfers, various remaining public Shareholders
transferred their Shares to Kintras in batches from the date of the delisting up to June 2015.
In December 2013, Kintras transferred 1,000 Shares to Mr. Lim, and in September 2015,
Mr. Lim further acquired 151,000 Shares from other Shareholders. On 29 October 2015,
Kintras transferred (i) 81,667,963 Shares to Mr. Lim; (ii) 4,537,000 Shares to Mr. Lim Hon
Mann (the son of Mr. Lim and Ms. Foo), who subsequently transferred such Shares to Ms.
Foo on the same date; (iii) 4,537,000 Shares to Mr. Lim Khin Mann (the son of Mr. Lim
and Ms. Foo and an alternate Director to Ms. Foo); and (iv) 39,353,037 Shares to Unitras.
After the aforesaid share transfers, the shareholding structure of our Company was as
follows:

Shareholding
Name of Shareholders No. of Shares percentage
Mr. Lim 81,819,963 62.74%
Ms. Foo 4,537,000 3.48%
Mr. Lim Khin Mann 4,537,000 3.48%
Unitras 39,353,037 30.17%
Certain Public Shareholders 167,000 0.13%
Total: 130,414,000 100.00%

On 30 September 2016, pursuant to the Subscription Agreement, our Company issued
and allotted 11,340,348 Shares to Diamond Wealth, our [REDACTED] investor. On 19
October 2016, Mr. Lim and Unitras transferred 15,975,715 Shares and 15,975,715 Shares of
our Company, respectively, to Diamond Wealth pursuant to the Share Purchase
Agreement. For further details, please refer to the paragraph “[REDACTED]
Investment” in this section.
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On 7 November 2016, our Company undertook a capital reduction exercise in
accordance with Section 78C of the Singapore Companies Act and the Constitution,
pursuant to which 167,000 Shares held by the remaining public shareholders were cancelled
and our Company’s share capital was reduced by returning an aggregate of S$68,470 to
such remaining public shareholders. After the [REDACTED] investment and the capital
reduction as mentioned above, the shareholding structure of our Company was as follows:

Shareholding
Name of Shareholders No. of Shares percentage
Mr. Lim 65,844,248 46.51%
Ms. Foo 4,537,000 3.20%
Mr. Lim Khin Mann 4,537,000 3.20%
Unitras 23,377,322 16.51%
Diamond Wealth 43,291,778 30.58%
Total: 141,587,348 100.00%

On 21 December 2017, pursuant to the [REDACTED] Investment Agreements, our
Company issued and allotted 15,750,483 Shares to Diamond Wealth, and Mr. Lim and
Unitras transferred 4,252,630 Shares and 4,252,630 Shares, respectively, to Diamond
Wealth. For further details, please refer to the paragraph “[REDACTED] Investment” in
this section. After the aforesaid allotment and share transfers, the shareholding structure of
our Company was as follows:

Shareholding
Name of Shareholders No. of Shares percentage
Mr. Lim 61,591,618 39.15%
Ms. Foo 4,537,000 2.88%
Mr. Lim Khin Mann 4,537,000 2.88%
Unitras 19,124,692 12.16%
Diamond Wealth 67,547,521 42.93%
Total: 157,337,831 100.00%

Diamond Wealth was owned as to 97% by CE Venture and 3% by Mr. Du (our
executive Director) upon completion of the second tranche of [REDACTED] investment in
December 2017 as mentioned above. Pursuant to a share swap agreement dated 5 February
2018, Diamond Wealth transferred 2,026,426 shares of our Company to Sino Expo, an
investment vehicle wholly owned by Mr. Du, in consideration of Mr. Du transferring 3% in
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the issued share capital of Diamond Wealth to CE Venture. After the aforesaid Share Swap,
the shareholding structure of our Company was as follows:

Shareholding

Name of Shareholders No. of Shares percentage

Mr. Lim 61,591,618 39.15%
Ms. Foo 4,537,000 2.88%
Mr. Lim Khin Mann 4,537,000 2.88%
Unitras 19,124,692 12.16%
Diamond Wealth 65,521,095 41.64%
Sino Expo 2,026,426 1.29%
Total: 157,337,831 100.00%

Share Subdivision

On [ ® ], our Shareholders resolved that each issued Share was sub-divided into four
Shares with immediate effect such that the total number of issued Shares of our Company
increased from 157,337,831 Shares to [REDACTED] Shares. After the completion of the
Share Subdivision, the shareholding structure of our Company was as follows:

Shareholding

Name of Shareholders No. of Shares percentage

Mr. Lim [REDACTED] [REDACTED]
Ms. Foo [REDACTED)] [REDACTED)]
Mr. Lim Khin Mann [REDACTED)] [REDACTED]
Unitras [REDACTED)] [REDACTED]
Diamond Wealth [REDACTED] [REDACTED]
Sino Expo [REDACTED] [REDACTED]
Total: [REDACTED] 100.00%

OUR MAJOR OPERATING SUBSIDIARIES
Kinergy EMS

Kinergy EMS (Nantong) Company Limited* (M3 &E T (FHE)ARAF) was
established by our Company on 23 July 2003 as a limited liability company under the
PRC laws with an initial registered capital of USD3,500,000. In August 2010 and January
2014, the registered capital of Kinergy EMS was increased to USD4,000,000 and
USD9,000,000, respectively. In May 2014, the registered capital of Kinergy EMS was
further increased to approximately RMB124.6 million, which was satisfied partly by cash
and partly by contribution of the entire equity interests in Beta Nova. Kinergy EMS
principally engages in production and sales of electronic equipment, testing equipment,
tools and dies and owns our Nantong Facility I.

Beta Nova
Beta Nova Electronic Company Limited* (7 #f% 3% 87 2 % T A B2 F]) was established

by Mr. Lim on 29 November 2007 as a limited liability company under the PRC laws with
the initial registered capital of USD10,000,000.
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Pursuant to an equity transfer agreement entered into between Mr. Lim and our
Company on 20 August 2011, all the equity interests in Beta Nova were transferred from
Mr. Lim to our Company at the consideration of approximately USD2,000,000, with
reference to the capital paid-up by Mr. Lim at the relevant time. After the aforesaid
transfer, Beta Nova was wholly owned by our Company.

Subsequently on 15 April 2014, all the equity interests in Beta Nova held by our
Company was injected as capital of Kinergy EMS and Kinergy EMS became the sole
shareholder of Beta Nova.

Beta Nova principally engages in production and sales of components and sub-systems
and owns our Nantong Facility II.

Kinergy Mechatronics

Kinergy Mechatronics Shanghai Company Limited*(FHH#E R ( L) AR A)
was established by our Company on 2 July 1999 as a limited liability company under the
PRC laws with the initial registered capital of USD300,000. Subsequently, the registered
capital of Kinergy Mechatronics was increased to USD790,000 and USD1,000,000 and
further to USD1,062,000 on 25 May 2000, 1 December 2000 and 12 September 2006,
respectively.

On 13 February 2014, our Company and Kinergy EMS entered into an equity transfer
agreement and a supplemental agreement pursuant to which our Company transferred its
entire equity interests in Kinergy Mechatronics to Kinergy EMS with nominal
consideration, which was determined with reference to the net liabilities of Kinergy
Mechatronics at the relevant time. After the aforesaid transfer, Kinergy Mechatronics is
wholly owned by Kinergy EMS. Kinergy Mechatronics principally engages in provision of
procurement services for the external orders received by Kinergy EMS and other relevant
services for the PRC subsidiaries of our Group, including maintaining customer
relationship and business development.

KPL

Kinergy Pte. Ltd. was established in Singapore as a private company limited by shares
on 19 December 2013 and was funded by Mr. Lim with an initial issued and paid up share
capital of S$1.00 divided into one share. On 10 January 2014, 6,199,999 shares of KPL were
allotted and issued to Kinergy EMS for a consideration of S$6,199,999. After the aforesaid
share allotment, the shareholding structure of KPL was owned as to 6,199,999 shares and
one share, representing 99.99998% and 0.00002% by Kinergy EMS and Mr. Lim,
respectively.

On 16 May 2017, KPL undertook a capital reduction exercise in accordance with
Section 78B of the Singapore Companies Act and KPL’s constitution, pursuant to which
6,000,000 shares in KPL held by Kinergy EMS were cancelled and KPL’s share capital was
reduced by returning an aggregate of S$6,000,000 to Kinergy EMS. After the aforesaid
capital reduction, KPL was owned as to 199,999 shares and one share, representing
99.9995% and 0.0005%, by Kinergy EMS and Mr. Lim, respectively. On 2 October 2017,
Mr. Lim transferred one share of KPL to Kinergy EMS at the consideration of S$1.00 by
way of cash, after which KPL was wholly-owned by Kinergy EMS.

Prior to January 2017, KPL principally engaged in provision of manufacturing, design,

engineering and assembly services for the electronics industry. To streamline our
operational structure, KPL as transferor and our Company as transferee entered into an
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asset transfer agreement dated 31 December 2016, pursuant to which KPL transferred its
assets consisting, inter alia, accounts receivables, equipment, inventories, to our Company
for an aggregate consideration of approximately S$4.0 million. As a result, the business of
KPL has been gradually taken up by our Company since January 2017.

Kinergy Philippines

Kinergy Philippines, Inc. was established in the Philippines as a stock corporation on 6
April 2000 and was funded by Mr. Lim with an initial authorised capital stock of
Php20,000,000 divided into 20,000 common shares with par value of Php1,000 per share. On
6 July 2000, 4,995 and five shares of Kinergy Philippines were allotted and issued fully paid
to Mr. Lim and five directors of Kinergy Philippines (including Mr. Lim), respectively.

On 26 January 2001, Mr. Lim transferred 4,995 shares of Kinergy Philippines to our
Company with the consideration of Php4,995,000 by way of cash. Subsequently on 1
September 2001 and 27 August 2006, our Company subscribed 5,000 shares and 10,000
shares of Kinergy Philippines with the consideration of Php5,000,000 and Php10,000,000,
respectively, by way of cash, which were determined based on the issued and paid up share
capital of Kinergy Philippines. After the aforesaid share transfer and subscription, the
entire shareholding of Kinergy Philippines was beneficially owned by our Company, among
which five shares were held by five directors of Kinergy Philippines (including Mr. Lim) at
that time as nominees in favour of our Company. As advised by our Philippines Legal
Advisers, directors are required to have at least one share of stock in their name to be
qualified to be elected and act as a director of a Philippine corporation under Philippine
Law. This share of stock may be beneficially owned by the director or held in trust by him in
favour of a trustor. Our Philippines Legal Advisers confirm that the trust arrangement as
described above was legally valid and effective.

Kingergy Philippines had undergone several changes in its directorship since March
2017. Since the directors are required to hold a nominee share, the resigned directors
transferred their nominee share to the newly appointed directors. As at 31 March 2017, the
entire shareholding of Kinergy Philippines was beneficially owned by our Company, among
which five shares were held by directors of Kinergy Philippines, namely Mr. Lim, Mr. Cham
Toon How, Mr. Mauriben T. Garlejo, Ms. Jessie Bermisa Manangan and Ms. Maria
Eugenia G. Batao, as nominees in favour of our Company. Our Philippines Legal Advisers
confirmed that the trust arrangement as described above was legally valid and effective.

On 27 September 2017, Kinergy Philippines allotted 20,000 fully paid shares of
Kinergy Philippines to our Company with the consideration of Php20,000,0000 by way of a
conversion and application of its deposit into equity. The increase of Kinergy Philippines’s
authorised capital stock up to Php40,000,000 divided into 40,000 common shares with par
value of Phpl,000 per share is being processed. As advised by our Philippines Legal
Advisers, there is no legal impediment to obtain the approval of the authorised capital
increase from the Philippine Securities and Exchange Commission.

Kinergy Philippines principally engages in the design, fabrication and manufacture for
export of precision molds and dies, tooling components as well as equipment components
and of fully automated mechatronics systems for electronics manufacturing. Kinergy
Philippines has manufacturing facilities located in the Philippines.
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Kinergy Japan

Kinergy Japan K.K.* (¥ % ¥ — ¥ ¥ /8 > ¥k 24t) was established in Japan as a stock
company (kabushiki kaisha) on 11 June 2015 with an initial share capital of JPY 10,000,000
divided into 200 shares.

According to the memorandum of trust dated 9 February 2018 entered into by Mr.
Lim, our Company and KPL, the parties confirmed that Mr. Lim held such 200 shares of
Kinergy Japan in trust on behalf of KPL from the date of incorporation of Kinergy Japan.
Such trust arrangement was for administrative convenience purpose. The beneficial owner
of those 200 shares of Kinergy Japan was changed from KPL to our Company on 1 January
2017. Such trust arrangement was cancelled on 28 September 2017, when all those 200
shares were transferred back to the beneficial owner, our Company. Our Japan Legal
Advisers confirmed that the trust arrangement as described above was legally valid and
effective under laws of Japan.

Kinergy Japan principally engages in sales and services of our products in Japan.
DISSOLVED/DEREGISTERED ENTITIES

From the commencement of the Track Record Period up to the Latest Practicable
Date, serval entities in our Group were dissolved/deregistered. As confirmed by the
Directors, those entities were solvent at the time of their dissolution/deregistration.

Kinergy US

Kinergy (U.S.) Ltd. was established in the Commonwealth of Pennsylvania, the US as
a corporation on 24 July 2008 by our Company with an initial authorized share capital of
1,000 shares of stock. Our Directors confirmed that, Kinergy US was established initially
for gaining access to US markets and exposing us to a wider range of customer.
Nonetheless, to increase the cost efficiency of our Group, we intend to appoint external
sales representatives and marketing agents in the US instead of employing sales
representatives by ourselves. Therefore, Kinergy US was duly dissolved in January 2018.

Kinergy Nantong

Kinergy Precision Engineering (Nantong) Co., Ltd.* (KiF % (Fi#) A RAF]) was
established by our Company on 8 June 2000 as a limited liability company under the PRC
laws for carrying on the principal business of manufacture of tools and dies, mechanical
components, mechatronics equipment and assembly of sub-systems and wholesale of the
products it manufactures directly into the market with the initial registered capital of
USD3,100,000. Our Directors confirmed that, following establishment of factory under
Kinergy EMS, for the purpose of rationalising our Group structure, Kinergy Nantong was
deregistered in November 2016.

Kinergy Wuhan

Kinergy Precision Engineering (Wuhan) Co., Ltd.* (WHR % T (2E) fHRAA)
was established in the PRC on 2 June 1993 by our Company and an Independent Third
Party, the ultimate beneficial owner of which was an educational institution in Wuhan, with
the initial registered capital of USD800,000. Our Directors confirmed that, Kinergy Wuhan
was established for tapping into the manufacturing and machining skills of workers in
Wuhan and also for production and sales of components and sub-systems in PRC.
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Following the local government acquisition of the land which Kinergy Wuhan used for
office and manufacture and for the purpose of rationalising our Group structure, Kinergy
Wuhan was deregistered in March 2017.

Shanghai Jiao-Tong

Shanghai Kinergy Jiao-Tong Mold Co., Ltd.* (Li#gslaiE- S mBiBAARAF) was
established in the PRC on 27 April 1990 by KCL and an Independent Third Party, the
ultimate beneficial owner of which was an educational institution in Shanghai, with the
initial registered capital of USD600,000. Our Directors confirmed that, Shanghai Jiao-Tong
was established for tapping into the manufacturing and machining skills of workers in
Shanghai and also for production and sales of components and sub-systems in PRC.
Following significant increase of labor cost in Shanghai and for the purpose of rationalising
our Group structure, Shanghai Jiao-Tong was liquidated and deregistered in January 2016.

[IREDACTED] INVESTMENT
Background of the [REDACTED] Investor

Diamond Wealth is a subsidiary of CEL. CEL is a subsidiary of China Everbright
Group, which is held as to approximately 55.67% by Huijin, a wholly state-owned
company, and approximately 44.33% by the Ministry of Finance of the PRC. For further
details, please refer to the section headed “Relationship with our Controlling
Shareholders”.

Principal Terms of Investment

On 5 September 2016, our Company entered into the Subscription Agreement with
Diamond Wealth, pursuant to which (a) Diamond Wealth agreed to subscribe for and our
Company agreed to allot and issue 11,340,348 Shares (the “Tranche 1 Subscription Shares™)
to Diamond Wealth for a total cash consideration of S$4,696,000 (the “Tranche 1
Subscription”); and (b) our Company granted to Diamond Wealth an option (the
“Subscription Option™) to subscribe for an additional 15,750,483 Shares (the “Tranche 2
Subscription Shares”, together with Tranche 1 Subscription Shares, the “Subscription
Shares”) to Diamond Wealth for a total cash consideration of S$6,522,000 (the “Tranche 2
Subscription™).

On 5 September 2016, Diamond Wealth entered into the Share Purchase Agreement
with Mr. Lim and Unitras, pursuant to which (a) Mr. Lim and Unitras (collectively, the
“Vendors”) agreed to sell 15,975,715 Shares and 15,975,715 Shares (the “Tranche 1 Sales
Shares”) to Diamond Wealth at cash consideration of S$6,615,000 and S$6,615,000,
respectively; and (b) Mr. Lim and Unitras granted to Diamond Wealth an option (the
“Purchase Option”) to purchase additional 4,252,630 Shares and 4,252,630 Shares (the
“Tranche 2 Sales Shares”, together with Tranche 1 Sales Shares, the “Sales Shares™) at cash
consideration of S$1,761,000 and S$1,761,000, respectively.

The following table sets out the principal terms of the investment by Diamond Wealth:

Date of completion and payment Tranche 1 Subscription on 30 September 2016
date of consideration: Sale and purchase of Tranche 1 Sales Shares on
19 October 2016
Tranche 2 Subscription on 21 December 2017
Sale and purchase of Tranche 2 Sales Shares on
21 December 2017
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Basis of determination of
consideration:

Cost per Share paid by Diamond

Wealth:

Discount to the [REDACTED]:

Use of [REDACTED] from
[REDACTED] investment:

Benefits to our Group:

Shareholding in our Company upon
[REDACTED] Vo"¢/:

Based on arm’s length negotiations between our
Company, the Vendors and Diamond Wealth
after taking into consideration of the historical
financial performance of our Group and the
business prospects of our Group

[REDACTED] (equivalent to approximately
[REDACTED]) per Share (based on the
number of issued Shares immediately after
completion of the [REDACTED] investment);
and [REDACTED] (equivalent to
approximately [REDACTED]) per Share
(based on the number of issued Shares after
Share Subdivision and upon completion of the
[REDACTED))

A discount of approximately [REDACTED] to
the mid-point of the indicative [REDACTED]
range of [REDACTED] to [REDACTED], on
the basis of the enlarged share capital
immediately upon  completion of  the
[REDACTED]

General working capital. As at the Latest
Practicable Date, the [REDACTED] from the
[REDACTED)] investment had been partially
utilised

Our Directors are of the view that our Company
could benefit from Diamond Wealth’s
commitment to our Company as their
investment demonstrates its confidence in the
operations of our Group and serves as an
endorsement of our Company’s performance,
strength and prospects. In addition, benefiting
from the business network of Diamond Wealth
and its holding companies, it is expected that
more new business opportunities will be
available to our Group, particularly in the
PRC, thereby enabling our Group to diversify
its customer base by capitalising on the growth
in China market

[REDACTED]%

Note: Based on the aggregate of [REDACTED] Shares to be held by Diamond Wealth and Sino Expo
(including the Shares acquired by Diamond Wealth pursuant to the [REDACTED] Investment
Agreements and subsequently transferred to Sino Expo under the Share Swap) upon completion of
the [REDACTED] (without taking into account any Shares which may be issued pursuant to the
exercise of the [REDACTED] and any options which may be granted under the Share Option

Scheme).
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Special Rights

Under the Share Purchase Agreement, Diamond Wealth has been granted the
following rights that were subsisting as at the Latest Practicable Date but will
automatically terminate upon [REDACTED]:

Put/call option:

(i) In the event our Company does not [REDACTED] its Shares on the Stock Exchange
by [REDACTED] (the “|[REDACTED] Timeline”) or the Vendors notify Diamond
Wealth in writing of the Vendors’ decision not to undertake the qualified
[REDACTED] and Diamond Wealth consents to such decision:

(a) the Vendors shall severally purchase from Diamond Wealth all the Sales Shares at
a consideration equal to the amount paid by Diamond Wealth for the Sales Shares
plus interest at the rate of 10% per annum accrued on the investment sum for the
period commencing from the respective dates of closing until the date of payment
for such purchase, minus the cumulative amount of dividends paid and/or
declared by our Company to Diamond Wealth in respect of the Sales Shares (the
“Sale Shares Repayment”); and

(b) the Vendors shall procure our Company to purchase from Diamond Wealth all
the Subscription Shares at a consideration equal to the amount paid by Diamond
Wealth for the Subscription Shares plus interest at the rate of 10% per annum
accrued on the investment sum for the period commencing from the respective
dates of closing until the date of payment for such purchase, minus the cumulative
amount of dividends paid and/or declared by our Company to Diamond Wealth
in respect of the Subscription Shares (the “Subscription Shares Repayment”),

within three months from the date of such event (collectively, the “Investor’s Put
Option™).

(i1) In the event of an occurrence of any of the above events, the Vendors shall have the
option to require Diamond Wealth to sell all the Sale Shares and Subscription Shares
to the Vendors (the “Vendors’ Call Option”).

(iii) The [REDACTED] Timeline shall be subject to extension in the event of occurrence of
any of the following events prior to the [REDACTED] Timeline:

(a) any act of God, war, hostilities, invasion, act of foreign enemies, mobilisation,
requisition, embargo, acts or threats of terrorism, outbreak of disease which leads
to or may lead to a delay or inability to meet the [REDACTED] Timeline;

(b) the suitability for [REDACTED] conditions for undertaking [REDACTED] on
the Stock Exchange being materially different from such conditions as at the date
of the Share Purchase Agreement; or

(c) any delay arising from any acts or omissions on the part of Diamond Wealth.

In the event that any of the above events occurs, the [REDACTED] Timeline shall be
extended further by a period of one year.
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Default put|call option:

(i) Where any of the following default event occurs, Diamond Wealth may, within a
period of 90 days from the date of occurrence of default event, serve a notice to the
Vendors and be entitled to a put option (the “Default Put Option™) against the Vendors
to require the Vendors severally to purchase from Diamond Wealth all the Shares held
by Diamond Wealth for the time being at consideration equal to Sale Shares
Repayment plus Subscription Shares Repayment (save that the reference to “interest”
shall be a reference to interest at 20% per annum, instead of 10%):

(a) in the event our Company fulfills the [REDACTED] conditions for undertaking
[REDACTED] on the Stock Exchange, but the Vendors subsequently carry out
any action or enter into any transaction that causes our Company to be unable to
carry out the qualified [REDACTED] or choose not to undertake the qualified
[REDACTED];

(b) in the event that the Vendors do not buy back the Sales Shares under the
Investor’s Put Option; and

(c) in the event that our Company does not buy back the Subscription Shares under
the Investor’s Put Option.

(i1) Where any of the following default event occurs, the Vendors may, within a period of
90 days from the date of occurrence of default event, serve a notice to Diamond Wealth
and be entitled to a call option (the “Default Call Option”) against Diamond Wealth to
require Diamond Wealth to sell to the Vendors all the Shares held by Diamond Wealth
for the time being at consideration equal to Sale Shares Repayment plus Subscription
Shares Repayment (save that the reference to “interest” shall be a reference to interest
at -5% per annum, instead of 10%):

(a) Diamond Wealth does or omits to do any action or enter into any transaction that
causes our Company to be unable to carry out the qualified [REDACTED];

(b) Diamond Wealth does not sell and transfer the Sales Shares and Subscription
Shares to the Vendors under the Venders’ Call Option.

Appointment Right:

Diamond Wealth is entitled to appoint (a) two directors to the Board of Directors of
our Company at closing in respect of the Tranche 1 Sales Shares; and (b) in anticipation of
the qualified [REDACTED] and subject to the relevant Listing Rules and regulations of the
Stock Exchange, one person as non-executive Director (who shall also be the chairman of
the Board) and one person as independent non-executive Director.

Reserved matters:

Each of the Vendors and Diamond Wealth undertakes to and with each other that
none of the following matters shall be taken by our Company unless with prior written
approval of Diamond Wealth or the director appointed by Diamond Wealth:

(a) the declaration or payment of any dividends or other distribution of profits;

(b) any significant change in the nature and/or scope of, or cessation of, business of
our Group;
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(c) any acquisition of or investment in any undertaking, material assets or shares or
other equity interest;

(d) any disposal, transfer, lease, assignment, sale or parting of control of any
undertaking, assets which are material to the business of our Group or which
exceed 10% of the net asset value of our Group or shares or other equity interests
by our Group;

(e) exercise of borrowing powers of our Group, provision of any credit, making any
loan or advances to or for any person by our Group or granting of any guarantee,
indemnity, creation of any mortgage, charge or other encumbrances over our
Group’s property, which when aggregated with similar transactions by our Group
in the same financial year exceeds S$5,000,000 or which exceeds S$2,000,000 in a
single transaction;

(f) dissolution, liquidation or winding up of or institution of any proceedings in
respect thereof by our Group;

(g) any increase in the share capital of our Group company or issue or grant of any
option over the unissued share capital of any Group company or the issue of any
new class of shares in the capital of any Group company or issuing of any
convertible securities by any Group company or the capitalisation of any loan by
any Group company or any action resulting in a dilution of Diamond Wealth’s
interest in any Group company;

(h) any repurchase, cancellation or redemption of a Group company’s share capital
or any reduction, consolidation, subdivision or reclassification or other alteration
of its capital structure;

(1) the appointment or removal of, or change in, the auditors of our Company or any
Group company; and

(j) establishment of any committee of the Board, and delegation of any powers of the
Board to any such committee.

Right of first refusal:

Each of the Vendors and Diamond Wealth agreed that it would not, without the prior
written consent of the other parties, transfer all or any part of the Shares held by it at any
time.

Dividends:

Pursuant to the Share Purchase Agreement, subject to compliance with the
requirements of Singapore law, upon getting approval from the Stock Exchange for our
Company’s [REDACTED] application, prior to completion of the qualified [REDACTED],
the parties shall procure (and Diamond Wealth shall not object) that our Company
distributes dividends in the aggregate amount of approximately [REDACTED] in
[REDACTED], which consists of (i) dividends of approximately S$7.7 million to our
existing Shareholders (other than Diamond Wealth and Sino Expo), representing dividends
in respect of profits accumulated prior to completion of Tranche 1 Sales Shares in October
2016; (i1) dividends of approximately S$3.8 million to our existing Shareholders (other than
Diamond Wealth and Sino Expo), representing half of the net profits for the financial
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period from 1 January 2016 to 30 September 2016; and (iii) dividends of approximately
[REDACTED] to all our existing Shareholders, representing the remaining undistributed
profits up till [REDACTED].

Share Swap

Immediately upon completion of the [ REDACTED] investment, Diamond Wealth held
in aggregate 67,547,521 Shares, representing approximately 42.93% of the issued share
capital of our Company, and Diamond Wealth was owned as to 97% by CE Venture and
3% by Mr. Du at the relevant time. Under the Share Swap that took place on 5 February
2018, Diamond Wealth transferred 2,026,426 Shares to Sino Expo, an investment vehicle
wholly owned by Mr. Du, in consideration for Mr. Du transferring 3% in the issued share
capital of Diamond Wealth to CE Venture. As a result, immediately upon completion of the
Share Swap, Diamond Wealth and Sino Expo held 65,521,095 and 2,026,426 Shares,
representing approximately 41.64% and 1.29% of the issued share capital of our Company,
respectively.

As a condition precedent of the Share Swap, Mr. Lim, Unitras, Diamond Wealth and
Sino Expo entered into a letter of agreement dated 5 February 2018, pursuant to which the
parties agreed that, among others, (i) any references to the investor (i.e Diamond Wealth) in
the Share Purchase Agreement in relation to actions or obligations which are capable of
being performed from the date of completion of the Share Swap shall refer to Diamond
Wealth and Sino Expo collectively; (ii) any references to any Shares held by the investor (i.e
Diamond Wealth) in the Share Purchase Agreement shall refer to Diamond Wealth and
Sino Expo’s collective shareholding in our Company following completion of the Share
Swap; and (ii1) Diamond Wealth shall be entitled to exercise any rights of the investor (or in
respect of the Shares held by the investor) under the Share Purchase Agreement at its sole
and absolute discretion and Sino Expo shall be bound by any such election or act done by
Diamond Wealth in its exercise of such rights of the investor (or in respect of the Shares
held by the investor).

Public Float

Upon completion of the [REDACTED] (assuming the [REDACTED] is not exercised),
Diamond Wealth together with Sino Expo will be interested in approximately
[REDACTED] of the issued share capital of our Company, and thus are our Controlling
Shareholders. For details, please refer to the section headed “Relationship with our
Controlling Shareholders”. As such, they have to comply with the non-disposal undertaking
under Rule 10.07 of the Listing Rules and their Shares will not be counted towards the
public float. Please refer to the section headed “[REDACTED]” for details.

Joint Sponsors’ confirmation

On the basis that (i) the consideration for the [REDACTED] investment was settled
more than 28 clear days before the date of our first submission of the [REDACTED)]
application to the Stock Exchange; (ii) the divestment rights under the Investor’s Put
Option, the Vendors’ Call Option, the Default Put Option and the Default Call Option are
only exercisable if the [REDACTED] does not take place; and (iii) the special rights
(including the divestment rights) granted to Diamond Wealth will terminate upon
[REDACTED], the Joint Sponsors have confirmed that the investments of Diamond
Wealth are in compliance with the Guidance Letter HKEx-GL29-12 issued by the Stock
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Exchange in January 2012 and as updated in March 2017, the Guidance Letter HKEx-
GL43-12 issued by the Stock Exchange in October 2012 and as updated in July 2013 and
March 2017 and the Guidance Letter HKEx-GL44-12 issued by the Stock Exchange in
October 2012 and as updated in March 2017.

DELISTING FROM SGX-ST

Our Company was listed on the SGX-ST on 15 February 2007. We remained listed on
the SGX-ST for around six years, during which time we had complied with the listing rules
of the SGX-ST in all material aspects. On 14 December 2012, Kintras, which was owned as
to approximately 69.76% by Mr. Lim and 30.24% by Unitras, announced and made a
voluntary unconditional cash offer of S$0.250 per Share for (i) all the issued and paid-up
Shares not owned by Kintras and parties acting in concert with it; and (ii) all new Shares
issued or to be issued pursuant to the exercise of outstanding options prior to the close of
the offer, and an options proposal with the option price of difference between the offer price
and exercise price. The closing price of the Shares of our Company on 7 December 2012,
being the last full trading day immediately prior to the announcement of the offer was
S$0.180 per Share. On 14 December 2012, Kintras and parties acting in concert with it
owned in aggregate Shares representing approximately 84.34% of the total number of
Shares then in issue. The following chart sets forth our shareholding structure as at 14
December 2012:

. Unitras
Mr. Lim (Hong Kong)
69.76% 30.24%
|
Mr. Lim Hon Mr. Lim Khin Kintras Pte Ltd. .
Mann Mann Ms. Foo (Singapore) Public
0.48% 0.32% 11.77% 71.76% 15.66%
Our Company

( Singapore)

During the offer, our Company issued and allotted certain Shares pursuant to the
exercise of certain outstanding options prior to the close of the offer, and Kintras received
valid acceptances and acquired or agreed to acquire Shares in aggregate representing
approximately 26.56% of the then total issued Shares, which included the valid acceptances
received from parties acting in concert with Kintras in aggregate representing
approximately 12.52% of the then total issued Shares. Accordingly, at the close of the
offer, the total number of Shares owned, controlled or agreed to be acquired by Kintras and
parties acting in concert with it, together with the Shares in respect of which valid
acceptances to the offer had been received, amounted to approximately 96.94% of the then
total issued Shares as at 8 February 2013. As Kintras had not received valid acceptances to
exercise the right to compulsorily acquire all the Shares at the close of offer, there were
various public Shareholders who still held the Shares and had the right to require the
offeror to acquire their Shares even after close of the offer. When our Company was delisted
from the SGX-ST on 22 March 2013, approximately 1.35% shareholding remained held by
public shareholders. The offer was funded by personal resources of Kintras.
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The reasons for our Company delisting from SGX-ST, amongst others, were as
follows:

(a) Upfront Premium

The delisting offered minority Shareholders an opportunity to realise the value of
their investments in our Company at a premium over the historical trading prices of
our Shares on the SGX-ST, an option which may not otherwise have been readily
available.

(b) Low Trading Liquidity

Based on the historical trading records, the liquidity of our Shares on the SGX-ST
had been generally low. The delisting offer provided an exit opportunity for those
Shareholders who wished to realise their entire investment in our Shares but had found
it difficult to do so as a result of the low trading liquidity of our Shares.

(¢) Greater Management Flexibility

The delisting would provide our Company with greater management flexibility to
manage and develop its businesses, optimise the use of resources and facilitate the
implementation of any strategic initiatives and/or operation changes.

Based on an offer price of S$0.250 per Share, our Company’s market capitalisation was
approximately S$32.6 million at the time when we delisted from the SGX-ST. Based on an
[REDACTED] of [REDACTED] per [REDACTED], being the mid-point of the indicative
range of the [REDACTED], our Company’s expected market capitalisation is
approximately [REDACTED] (equivalent to approximately [REDACTED]). The higher
expected market capitalisation under the [REDACTED] as compared to that when we
delisted is mainly attributable to the increase in the scale of our business operations and the
improvement of our financial performance during the years, as a result of which our profit
before tax increased from approximately S§1.4 million for the year ended 31 December 2013
to approximately S$9.9 million for the year ended 31 December 2017, coupled with the
strategic benefits that are expected to be brought to our Group after the investment of
Diamond Wealth in our Group.
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REASONS FOR [REDACTED] IN HONG KONG

Our Directors believe that the [REDACTED] on the Hong Kong Stock Exchange is
beneficial to us for our business expansions and our long term goals, as well as is beneficial
to our Company and our Shareholders as a whole, notwithstanding the [REDACTED]
expenses involved, for the following reasons:

Strategic location of the stock market in-line with our expansion plan: Hong Kong
is uniquely positioned as the key gateway between the PRC and international
markets and as disclosed in the section “Business — Our Business Strategies” in
this document, we are currently pursuing our existing expansion plan in Japan,
Europe and the US. Our Directors believe that with [REDACTED] status on the
Hong Kong Stock Exchange, we can strengthen our positioning and enhance our
brand name in Asia and other regions in the world. We can further reinforce our
corporate profile, brand awareness and market reputation in the world;

Hong Kong as an international finance centre: Hong Kong is one of the
international finance centres and as disclosed in the section “Business — Our
Business Strategies” in this document, we intend to acquire profitable companies
with empirical/holistic skills and technologies. Our Directors believe that an
international reputation is important for any further investment or acquisition
and allows us to have a stronger bargaining power to negotiate better investment
terms, which in turn allows us to have better potential return on investment in the
future and for the interest of our Shareholders as a whole;

Better access to capital and future fund raising: In 2017, according to the
information published by the Hong Kong Stock Exchange, the amounts of
[REDACTED] funds raised from new [REDACTED] and post-[REDACTED]
equity fund raised by listed companies through the Hong Kong Stock Exchange
were approximately HK$127.1 billion (as at 15 December 2017) and HK$398.6
billion (as at 15 December 2017), respectively. Our Directors believe that the
above numbers of the Hong Kong Stock Exchange have shown evidence that there
is a strong investor support for listed companies on the Hong Kong Stock
Exchange on both primary and secondary funds raising. As such, the
[REDACTED] in Hong Kong will allow us to have a good channel for fund
raising in the future; and

Ability to attract talents in Hong Kong and the PRC: As a significant portion of
our products are manufactured in the PRC, our Directors believe that the
[REDACTED] status on the Hong Kong Stock Exchange will provide a sense of
belongingness for the employees in the region as a Hong Kong listed company,
which will in turn allow us to be able to hire, motivate and retain good employees,
and further expand our business in the PRC region.
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OUR CORPORATE STRUCTURE

Prior to the [REDACTED]

The following chart sets out the shareholding and corporate structure of our Company
as at the Latest Practicable Date, immediately prior to completion of the [REDACTED]:

China Everbright Group
(PRC) (note)

100%

CE Hong Kong
(Hong Kong)

100%

Datten Investments Limited
(BVI)
‘ 100% 100%
Honorich Holdings Limited Everbright Investment & Management Limited
(BVI) (Hong Kong)
’ 49.38% 0.36%
CEL
(Hong Kong) (0165.HK)
’ 100%
CE Venture .
(BVI) Mr. Du Xiaotang
100% 100%
. Mr. Lim Unitras Diamond Wealth Sino Expo
Mr. Lim Khin Mann Ms. Foo (Hong Kong) (BVI) (BVI)
39.15% 2.88% ‘ 2.88% ‘ 12.16% 41.64% 1.29%
Our Company
(Singapore)
100% 100% 100%
Kinergy Japan Kinergy EMS Kinergy Philippines
(Japan) (PRC) ( Philippine)
100% 100% 100%
Beta Nova Kinergy KPL
. Mechatronics .
(PRC) (PRC) (Singapore)

Note: China Everbright Group is held as to approximately 55.67% by Huijin, which is wholly owned by
the State Council through CIC, and approximately 44.33% by Ministry of Finance of the PRC.
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Immediately following completion of the [REDACTED]

The following chart sets out the shareholding and corporate structure of our Company
immediately following completion of the [REDACTED] (assuming no [REDACTED] is

exercised):

China Everbright Group
(PRC) (note)

100%

CE Hong Kong
(Hong Kong)

100%

Datten Investments Limited

(BVI)
‘ 100% 100%
Honorich Holdings Limited Everbright Investment & Management Limited
(BVI) (Hong Kong)
’ 49.38% 0.36%
CEL
(Hong Kong) (0165.HK)
’ 100%
CE Venture .
(BVI) Mr. Du Xiaotang
100% 100%
. Mr. Lim Unitras Diamond Wealth Sino Expo :
Public
Mr. Lim Khin Mann Ms. Foo (Hong Kong) (BVI) (BVI)
’ [REDACTED] ‘ [REDACTED] ‘ [REDACTED] ‘ [REDACTED] ‘ [REDACTED] ‘ [REDACTED] ‘ [REDACTED]
Our Company
(Singapore)
100% 100% 100%
Kinergy Japan Kinergy EMS Kinergy Philippines
(Japan) (PRC) (Philippine)
100% 100% 100%
Beta Nova Meﬁiﬁi%ics KPL
(PRC) ‘('PRCO) ) (Singapore)

Note: China Everbright Group is held as to approximately 55.67% by Huijin, which is wholly owned by
the State Council through CIC, and approximately 44.33% by Ministry of Finance of the PRC.
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PRC LEGAL COMPLIANCE
Circular 37

Pursuant to Circular 37, certain Chinese-controlled overseas companies raising funds
overseas to make “round-trip” investments in assets and businesses in the PRC are, in
certain circumstances, subject to registration requirements. More specifically, a PRC
resident (including a PRC resident individual and a company incorporated in the PRC)
must register with the relevant SAFE branch if (i) he/she/it newly establishes, for
investment or financing purposes, an overseas special purpose vehicle (an “Overseas SPV”)
with the contribution of domestic and/or overseas legal assets thereto; or (ii) his/her/its
indirectly-controlled Overseas SPV establishes in the PRC any foreign invested enterprises
or projects with the subsequent obtaining of ownership as well as managerial control
thereof. Following the initial registration, the said PRC resident is also required for prompt
registration with the relevant SAFE branch for any major changes, in respect of the relevant
Overseas SPV, including but not limited to any changes to the name(s) of PRC resident
individual shareholder(s) of the Overseas SPV, name of the Overseas SPV itself, term of
operation, or any increase or reduction of that Overseas SPV’s registered capital, share
transfer or swap, and merge or division.

Although Mr. Du is a PRC citizen who indirectly holds approximately 1.29% Shares
through Sino Expo immediately prior to completion of the [REDACTED], as advised by
our PRC Legal Advisers, Mr. Du is not required to register with the relevant SAFE branch
under Circular 37 based on the following reasons:

e CE Venture became the sole shareholder of Diamond Wealth on 1 March 2016
and Diamond Wealth became one of the Shareholders of our Company on 30
September 2016. On 1 December 2016, Mr. Du subscribed 3% in the issued share
capital of Diamond Wealth, which directly held approximately 30.58% Shares at
that time. Pursuant to a share swap agreement date 5 February 2018, Diamond
Wealth transferred 2,026,426 Shares to Sino Expo, an investment vehicle wholly
owned by Mr. Du in the consideration of Mr. Du transferring 3% in the issued
share capital of Diamond Wealth to CE Venture. The aforesaid share swap does
not change the actual Shares interests held by Mr. Du nor actual time of
investment by Mr. Du. There are six subsidiaries of our Group in total (including
three deregistered companies) incorporated in the PRC during the Track Record
Period and all of those companies were incorporated before 2008 which was much
earlier than the time when Mr. Du invested in our Company. Based on (i) Mr. Du
has not held any interest in those six subsidiaries of our Group mentioned above
before his investment in our Company; and (ii) the share structure of our Group
has been established before Mr. Du’s investment in our Company, Mr. Du’s
activities regarding the investment in our Company is not a “round-trip”
investments as defined under Circular 37; and

e The target of investment by Mr. Du was in the whole Group instead of the
companies incorporated in the PRC within our Group. Our Company, as a
Singapore company, has business in Singapore and other regions. Our Company
is not an overseas investment or holding company for investment or financing
purposes only. The PRC companies within our Group are part of the normal
business investment by our Company. Our Company, Diamond Wealth nor Sino
Expo are not Overseas SPVs as defined under Circular 37.
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OVERVIEW

Established in 1988 in Singapore, we are a contract manufacturer specialised in
manufacturing equipment, machines, sub-systems, precision tools, spare parts and
components in the semiconductor industry. Our products are primarily purchased by
original design manufacturers of semiconductor process equipment (i.e. SPE, equipment
used to manufacture or process semiconductors) and users of semiconductor process
equipment. Our products are generally applied to form a part of SPE for manufacture of
semiconductors or applied to manufacture or process semiconductors'¥°*’. During the
Track Record Period, the majority of our revenue were generated from manufacturing of
wire bonding handling systems (an essential sub-system of wire bonders, which is a
semiconductor back-end equipment). According to the Industry Report, we are the world’s
largest contract manufacturer of wire bonder handling systems in the global wire bonder
handling system contract manufacturing industry in terms of revenue with a market share of
approximately 51.8% in 2016.

For further information of our market, please refer to the “Industry Overview” section
of this document. The following diagram outlines the semiconductor manufacturing process
and segmentation of related semiconductor process equipment:

Semiconductor
manufacturing

Packaging, a§sembly‘ B e
and testing C——

«f P manufacturing

(“back-end” process)

Desi Wafer fabrication
csign (“front-end” process)

‘Wafer fabrication Packaging, assembly
equipment and testing equipment
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‘Wire bonders Testing machines Other equipment
|
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Bond head ! Handling system o Qe oA

and sub-system

I Our business focus !

Rooted in Singapore, we have an operating history for over 30 years mainly for the
semiconductor industry, we have accumulated solid experience in the manufacture of
products with high quality and have successfully expanded our footprints from Singapore
to the PRC, the Philippines and Japan. Moreover, we have developed good and long
business relationship with world-leading companies, which have stringent quality
standards. Our extensive industry knowledge, market experience and technical know-how
have allowed us to optimise our products with higher cost efficiency and thereby create
value for our customers.

With high commitment to product quality, we have implemented stringent quality
assurance procedures at our production facilities, which are of an aggregate floor area of
approximately 273,947.1 sq.ft. in Singapore, the PRC and the Philippines. We have also set

Note: The end-product devices of semiconductors are digital products, such as smartphones, consumer
electronics and computers.
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up a sales office in Japan in order to expand the geographic coverage of our sales network
effectively. To increase our production capacity and to capture business opportunities from
the growth and development of the semiconductor industry, we are currently setting up our
second production facilities, namely Nantong Facility II, of a planned floor area of
363,591.2 sq.ft. in Nantong, Jiangsu Province, the PRC. As at the Latest Practicable Date,
we were in the process of applying for construction completion inspection for our Nantong
Facility II and no production has been commenced at Nantong Facility II.

Our manufacturing process involves the application of our experience in precision
engineering and knowledge in multi-disciplines such as mechanical, electronics, vision
system, laser technology and electrical engineering. During the Track Record Period, we
have two divisions, namely the electronics manufacturing services division (“EMS
Division”) and the original design manufacturing division (“ODM Division™).

Our EMS Division primarily focuses on manufacturing of sub-systems, complete
machines and components, for original design manufacturers and the provision of post-
warranty period maintenance and commissioning services. Products of our EMS Division
during the Track Record Period include (i) complete machines such as dicing machines and
lapping machines and (ii) sub-systems such as work-holders, sliders and magazine handlers.
For our EMS Division, our manufacturing process mainly involves the integration of
components and parts. These components and parts required for assembly, are either
sourced from independent third party suppliers or manufactured in-house. During the
Track Record Period, customers of our EMS Division are mainly original design
manufacturers in the semiconductor process equipment industry.

Our ODM Division primarily focuses on designs and manufacturing automated
equipment, precision tools and spare parts under our own “Kinergy” brand for use mainly
in the semiconductor back-end equipment industry. Our products of our ODM Division
during the Track Record Period include (i) automated equipments such as auto frame
loaders, auto buffing equipment and strip laser markers; (ii) precision tools such as
encapsulation molds and dies and (iii) spare parts. For some of the manufacturing processes
which require particular equipment that we do not possess, such as gold plating, special
surface treatment and painting, we would engage Independent Third Parties to handle the
process to enhance our cost efficiency. Customers of our ODM Division include users of
semiconductor process equipment.

For the three years ended 31 December 2017, we recorded a total revenue of
approximately S$106.9 million, S$107.0 million and S$129.0 million, respectively. Our
profit after tax for the three years ended 31 December 2017 was approximately S$11.2
million, S$3.1 million and S$8.0 million, respectively.
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The following table sets out our segment revenue by divisions and product types and
services during the Track Record Period:

For the year ended 31 December

2015 2016 2017

% of the % of the % of the

revenue of revenue of revenue of

the EMS/ % of the the EMS/ % of the the EMS/ % of the
ODM  revenue of ODM  revenue of ODM  revenue of

S$°000  Division the Group S$°000  Division the Group S$°000  Division the Group

EMS Division

Products
Sub-systems 58,518 62.8 54.7 90,053 92.0 84.2 114,401 95.7 88.7
Complete machines 22,907 24.6 21.4 2,597 2.1 2.4 255 0.2 0.2
Components 1,619 1.7 1.5 2,075 2.1 1.9 4,459 3.7 3.5
Services
Maintenance and

commissioning services 10,191 10.9 9.6 3,155 3.2 3.0 412 0.4 0.3
Sub-total 93,235 100.0 87.2 97,880 100.0 91.5 119,527 100.0 92.7

ODM Division

Products

Automated equipment 4,702 34.4 4.4 2,432 26.7 2.3 3,342 35.5 2.6
Precision tools 4,644 34.0 43 2,842 31.2 2.6 2,430 25.8 1.9
Spare parts 4,315 31.6 4.1 3,843 42.1 3.6 3,653 38.7 2.8
Sub-total 13,661 100.0 12.8 9,117 100.0 8.5 9,425 100.0 7.3
Grand total 106,896 100.0 100.0 106,997 100.0 100.0 128,952 100.0 100.0

During the Track Record Period, we have a major customer, namely Customer A, who
contributed approximately 48.5%, 72.6% and 77.9% of the total revenue of our Group for
the three years ended 31 December 2017, respectively. Customer A has been our customer
since 1999 and is one of the world’s leading manufacturers of wire bonders in terms of sales
revenue in 2016 according to the Industry Report. For more details of our relationship with
Customer A and an analysis of our sustainability in consideration of our reliance on
Customer A, please refer to the paragraphs below headed “Customer Concentration —
Reliance on Customer A” of this section.
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COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed to our success and
have distinguished us from our competitors in the industry:

Long-established contract manufacturer with over 30-year track record in the semiconductor
back-end equipment industry, well positioned to benefit from favourable industry growth

We have over 30 years of history of applying our expertise in precision engineering to
design and build machines, equipment and sub-systems in the semiconductor industry since
our establishment in 1988. According to the Industry Report, we are the world’s leading
contract manufacturer of wire bonding equipment handling systems (an essential
mechanical parts in wire bonding equipment) in terms of revenue with a global market
share of approximately 51.8%.

Throughout the years of operation, we have accumulated solid experience in operating
our business in the semiconductor process equipment industry and have successfully
expanded our footprints globally. As at the Latest Practicable Date, we have manufacturing
facilities located in Singapore, the PRC and the Philippines. To better fulfill the demand for
our products, we plan to expand our manufacturing facilities in the PRC.

Our Directors consider that the confluence of the below prevailing factors surrounding
the semiconductor industry will be beneficial for our business:

e Expansion of the semiconductor industry — The increasing demand of
semiconductors arising from explosive demand for data and novel applications
of semiconductors in fields such as cognitive computing and artificial intelligence,
which is a trend that the semiconductor processing equipment industry is going to
follow; and

e Rising trend of semiconductor process equipment (SPE) manufacturers to engage
contract manufacturers — According to the Industry Report, there will be a rising
trend that SPE manufacturers will outsource part or all of their manufacturing
given the technological know-how of the contract manufacturers continues to
improve that even surpasses the SPE manufacturers, and the recognised cost
benefits from engaging contract manufacturers.

We believe that leveraging on our well-recognised market position, extensive industry
experience and manufacturing competencies, we will continue to maintain our competitive
edge over our competitors and capture business opportunities from the growth and
development of the semiconductor industry in the future.
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Rooted in Singapore with well-established manufacturing facilities strategically located in the
PRC managed by our senior management with Singaporean background

We marked our first market presence in Singapore and then expanded our operation in
the PRC. Our business is managed by our senior management primarily based in Singapore
under the leadership and supervision of our founder and executive Director, Mr. Lim, who
is a Singaporean. We strategically located our major manufacturing facilities in Singapore
and Nantong, the PRC. We believe that the locations of our facilities have provided us with
significant strategic advantages, given that:

e according to the Industry Report, China, being the Ilargest market of
semiconductors globally in terms of revenue in 2016, heavily relies on import of
semiconductors (representing approximately 70% of total semiconductors used in
the manufacturing of electronic products in China) which has prompted the PRC
government to develop the semiconductor industry with favourable policies and
heavy investment. As such, it is expected that there will be a migration of SPE
manufacturers (our Group’s target customers) to China, making China one of the
largest markets in terms of the total revenue generated in its SPE industry; and

e there are cultural differences which give rise to difficulties of foreign SPE
manufacturers to manufacture in China where there is an expanding market with
plentiful supply of labour and a relatively comprehensive electronics
manufacturing infrastructure.

Being able to enjoy the strategic advantages, we have successfully developed business
relationship with customers primarily based in Singapore, the United States, the PRC and
Japan during the Track Record Period. Further, we believe that our Singaporean
background has earned us greater business, social and language affinities to foreign SPE
manufacturers such as those in the United States, European and Japanese which want to
manufacture in China. As such, we consider the strategic locations of our manufacturing
facilities in Singapore and the PRC, together with our senior management, will continue to
differentiate us from our competitors and allow us to compete effectively.

High commitment to quality, recognised by our customers which are world-leading companies

Our Directors consider that high product quality is crucial to our business and in
upholding our competitive position in the industry. Therefore, we place a strong emphasis
on maintaining our product quality. In addition to being [SO-certified since 1999, we have
implemented our stringent quality assurance procedures which we believed have
contributed to our growth and success. We have quality inspection at every critical stage
of our production, from suppliers selection to delivery. In particular, for our EMS Division,
we have implemented In-Process Quality Control (“IPQC”) and conduct successive quality
checks at every step, not only every stage, of our production which allow us to achieve the
precision and accuracy that can meet our customers demand and requirements. Moreover,
we provide our technicians with clear work instructions and guidelines meticulously
designed by our in-house engineers to ensure our quality standards are strictly adhered to.
We also ensure a work environment which nurtures quality and encourages cross-function
involvement for continuous quality improvement. For further details of our quality
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assurance measures, please refer to the paragraphs headed “Quality Assurance” in this
section. We believe that these measures have enabled our Group to gain confidence from
our existing and potential customers and increase our opportunities of securing recurring
and new purchase orders. Also, leveraging on our expertise in precision engineering, in
particular, material cutting, we are able to produce parts for our own production which, to
our Directors’ belief, contribute to our quality as we are able to have better control over our
input materials. We believe that these have differentiated us from our competitors and have
enabled us to developed long business relationship with world-leading companies, which
have stringent quality standard.

During the Track Record Period, our customers included top tier manufacturers in the
semiconductor process equipment industry such as our Customer A, the world’s leading
wire bonders manufacturer with whom we have been dealing with for over 18 years.
Leveraging on our reputation and capabilities in the semiconductor back-end equipment
industry, we have also developed business relationship with customers with established
international presence in other sectors such as test and instrument and molding equipment
manufacturing. For the background of our major customers, please refer to the section
headed “Business — Our Customers”.

Given (i) SPE manufacturers demand a high degree of reliability, accuracy and
performance from its machines/sub-systems/components; (ii) SPE manufacturers are highly
selective when choosing suppliers to meet their stringent technical specifications and quality
requirements; and (iii) the cost of switching suppliers for SPE is substantial, we believe that,
with our well-established reputation for quality and reliability recognised by our customers
during the years of our operation of more than 30 years, we will continue to maintain our
current market position and expand our market share by ways of market penetration and
market diversification.

Strong manufacturing capabilities in precision engineering that add value for our customers

We mainly manufacture on a “high mix, low volume” basis. This means that the
equipment/machines/sub-systems we build are characterised by the fact that their
specifications vary highly. During the Track Record Period, we have produced over 100
models while a model may have three revisions. Moreover, the number of part counts of our
products may range from 20 to 500. To be able to source the most suitable components and
parts to meet our customers’ stringent requirements, we believe that in-depth knowledge of
supply chain database is essential to our operations. Moreover, given a typical production
line of a semiconductor device can be made up of over 40 processes while each process needs
to be made up of a SPE which is throughput-balanced with other machines in the
production line, production of each equipment and sub-system is technical and entails
know-how from different disciplines of engineering expertise. To ensure we possess
sufficient manufacture competencies to design, develop and manufacture our products, we
have our in-house design and engineering team of 61 members with qualifications in
mechanical, electronics and electrical engineering. With our precision engineering expertise,
we are able to understand the needs and requirements of customers and design our
manufacturing process in a way which facilitates production flexibility and ensures high and
consistent product quality.
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Our industry knowledge and skill sets from our EMS and ODM Divisions have allowed
us to create quantifiable value for our customers. Through optimising our products with
higher cost efficiency, we successfully translate our capabilities into cost benefits which are
transferred to our customers and thereby fortify our customers’ competitive advantages.
Our contributions to our customers are recognised by several key suppliers awards. We
believe that our industry knowledge, expertise and capabilities have not only enabled us to
develop a diversified customer base comprising world-leading companies in different sectors
but also allow us to pioneer value-adding solutions to our customers and continue to drive
our business growth.

Research and development capabilities with engagement with customers on product
development

We consider our research and development capabilities as one of our core
competencies which come from a strong research and development team with different
expertise. As at the Latest Practicable Date, we have a research and development team with
21 members. In addition, we also engaged university professors to participate in our
research and development activities. We constantly look out for changes in technology and
products specifications. Keeping up with the technology changes of our industries allows us
to gain an understanding of our customers’ strategic directions and staying relevant with
our customers’ new generation products. We adopt a strategic research and development
(R&D) policy. We focus on applications of engineering elements to achieve certain desired
machine performance parameters. In doing this, we believe that the success of the research
and development efforts would mean orders from customers. Invariably, the successful
research and development efforts will also mean that the technologies and knowledge
developed can also be applied in the manufacture of other machines which can be sold to
the wider SPE market. We believe that by doing so, we could minimise our expenditures on
research and development manpower and test machines and at the same time receive
research and development knowledge of a very high standard.

Our participation in the product development stage of our customers is the testament
to our research and development capabilities. We believe that engagement during the
products development stage allows our engineering team to gain insight into our customers’
technology roadmaps and enables us to be the principal supplier of certain products for our
customer. We also provide value-added engineering services to enhance existing designs of
our products and to upgrade our customers’ existing products. We believe that our close
collaboration with our customers on product design and development and manufacturing
allows us to provide customised solutions and also provides us with the first mover
advantage in building our customers’ next generation products and strengthen our business
relationship with customers.

Experienced management leading a technical team with high caliber and a proven track record

We have an experienced and dedicated management team led by our founder, chief
executive officer and executive Director, Mr. Lim, who have accumulated more than 40
years of experience in the semiconductor industry. Moreover, members of our senior
management have an average of 25 years of experience in the semiconductor industry.
Please refer to the section headed “Directors and Senior Management” in this document for
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details of biographies of our Directors and senior management. We believe that our
experienced management has provided us with invaluable strategic direction and knowledge
to stay attuned to the competitive environment and effectively manage variability and
challenges in the future. In addition to our management team, we have a design and
engineering team of 61 members. We also have a R&D team of 23 members, all of whom
studied engineering and some of them possess post-graduate or higher level of knowledge in
related areas such as condensed matter physics and science. Our Directors believe that our
holistic skills in precision engineering allow us to achieve the sub-micron precision and
quality demanded by our customers. We also believe that the success of our Group is
attributable to our management’s and technicians’ commitments to high quality products
and their attention to details. Leveraging on our experienced management and technical
team, we will be able to maintain our market position and capture new business
opportunities.

BUSINESS STRATEGIES

In view of several prevailing factors favourable to our Group, we intend to exploit the
opportunities by adopting the following strategies. In particular, we believe that our
competency in precision engineering that features high precision and stability has granted
us promising potential in applications beyond wire bonder and even semiconductor fields.
We believe that the pursuit of the strategies below will eventually culminate in a diversified
customer base.

Pursue expansion of production capacity

In order to capture the opportunities presented by the favourable industry
development we intend to expand our production capacity. We plan to expand our
facility by investing in (i) production space, (ii) machines and equipment and (iii) people:

e  Renovate and set up our production environment — During the Track Record
Period, our production in the PRC is carried out in our Nantong Facility I only.
As at the Latest Practicable Date, our Nantong Facility II had not been renovated
and was in a bare-shell condition. In anticipation of increasing orders, we will
need more production space. As we also expect there will be orders for products of
higher complexity, compose more parts, and may be of larger size, we will need
space with higher ceilings to accommodate production. Therefore, we intend to
renovate and set up the unutilised Nantong Facility II for our production. We
plan to renovate and set up production environment such as partitions, clean
room of various classes, reinforced flooring in order to start production at the
Nantong Facility II. As such, we intend to allocate [REDACTED] of the net
[REDACTED] of our [REDACTED] (i.e. [REDACTED]) to set up our
production environment.

e  Acquiring production machines and equipment — While we purchase parts for our
production from third-party suppliers, we produce parts for our own production
which are critical or which may not be readily available in the market because of
high complexity and high quality requirements in our own facilities. Given the
supply of complex parts and components with quality for SPE manufacturing is
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limited and seeking such supply from overseas is of a higher cost, we consider such
vertical integration does not only allow better control of quality but also generate
cost advantages. As such, we plan to buy new equipment for expanding our
vertical integration to manufacture more parts for our own use and expand our
production capacity in general. We expect that these new equipment will increase
our capacity of producing our own parts and also enhance the complexity and
quality of parts we manufacture. As such, we intend to allocate [REDACTED] of
the net [REDACTED] of our [REDACTED] (i.e. [REDACTED]) to acquire
production machines and equipment.

e  New recruitment and providing training to run Nantong Facility 1l — With the
additional equipment and machinery, we will need to provide training to our staff
to familiarise them with the new equipment. We will also need to recruit
additional manpower, including assembly workers and experienced machinists to
operate our production facilities. As such, we intend to allocate approximately
[REDACTED] of the net [REDACTED] from the [REDACTED] (.e.
approximately [REDACTED]) for the recruitment of additional staff and for
training and skills upgrade of our staff.

Reasons of our expansion of production capacity

Given the increasing complexity and variability of our orders from customers, we need
more space to accommodate the manufacturing of machines/equipment of larger size that
our existing facilities cannot accommodate. As such, part of the Nantong Facility IT will be
used for the production for some of our existing customers with higher production space
requirements. Moreover, we will need additional floor space for the expected increase in
customer orders from existing and new customers.

We believe that our business growth will be driven by the following favourable
circumstances:

e  Continuing expansion of the semiconductor industry — (i) the explosion of demand
of data, (ii) existing wide applications of semiconductors and (iii) novel
applications of semiconductors will lead to an expansion of semiconductor
industry that the SPE industry and its upstream industries (i.e. the semiconductor
front-end and back-end equipment industry) is expected to ensue. It is expected
that the global semiconductor industry will continue to expand and will reach a
market size of approximately US$389.6 billion by 2021, representing a CAGR of
2.8% during the period between 2016 and 2021. It follows that the (i) SPE
industry, (ii) the semiconductor front-end equipment industry and (iii) the
semiconductor back-end equipment industry are also expected to grow at CAGR
of approximately 2.6%, 2.3% and 3.5%, respectively, during the period between
2016 and 2021, and will reach a market size of US$46.8 billion, US$37.3 billion
and US$9.5 billion by 2021, respectively, according to the Industry Report;

e  Increasing demand for SPE contract manufacturers — Given the expected
expansion of the SPE industry and semiconductor back-end equipment
industry, it is expected that there will be an increasing demand of SPE contract
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manufacturers, like our Group, from SPE manufacturers. This is due to the
increasingly sophisticated technical know-how of SPE contract manufacturers
and cost savings that SPE manufacturers may generally enjoy from engaging
contract manufacturers, which may range from approximately 10% to 15%.

e  Favourable geographical development of the SPE industry in China — According to
the Industry Report, it is anticipated that there will be a migration of SPE
manufacturers, (i.e. our Group’s target customers) to China, making China one of
the largest markets in terms of the total revenue generated in its semiconductor
equipment manufacturing industry, which includes the semiconductor front-end
and back-end equipment sector. According to the industry report, China’s share
of global SPE revenue increased from 6.8% in 2012 to 15.8% in 2016. This is due
to the heavy investment that the PRC government has been making in the
semiconductor manufacturing industry to address the strong demand of
semiconductors in China, the world’s largest market of semiconductor. It is
expected that such development will bring significant prospect for SPE contract
manufacturers with production facilities in China like us. Being a contract
manufacturer with value-added design capability and quality recognised by world-
leading SPE manufacturers, we consider that our strategic location of our
production facilities in proximity will benefit from this development.

) Unmet demand for quality supply of parts and components for SPE manufacturing in
China which created a market that our Group is well positioned to penetrate —
According to the Industry Report, although the supply of parts and components
for SPE manufacturing in China is large in volume, supply of high-quality
complex parts and components is limited in China. This is because Chinese
companies still lag behind foreign competitors in fields such as advanced
manufacturing, high-quality raw material supply. With the limited supply base,
SPE manufacturers and their contract manufacturers have to seek quality supply
of higher costs from countries outside the PRC. This created a market for us to
penetrate with our capability to produce such quality parts and components to
satisfy this unmet demand for SPE manufacturers. During the Track Record
Period, we manufactured parts, which are critical or may not be readily available
in the market because of high complexity and high quality requirements, for our
production. Our quality is certified by our customers, some of which are
companies with established presence globally. We believe that our competency in
producing input materials in-house has given us an early-mover advantage in
tapping the potential of the SPE industry in China which has allowed us to build a
customer portfolio consisting of world-leading companies. As such, we need to
expand our capacity to penetrate the market arising from the unmet demand for
quality supply for parts and components for SPE manufacturing in China.

Our Directors consider that the capacity expansion will allow us (i) to satisfy the
expected increasing demand and capture the long term growth of the industry; (il) to
increase our vertical integration which will in turn lead to long-term cost saving and
augmentation of our competitive advantages; and (iii) to diversify our customer base
gradually.
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Funding of our expansion plan and its impact on our business

Our planned capital expenditure for our production capacity expansion for the three
years ending 2020 are expected to be approximately [REDACTED] (i.e. approximately
[REDACTED]), [REDACTED] (i.e. approximately [REDACTED]) and [REDACTED]
(i.e. approximately [REDACTED)]), respectively. Such capital expenditures will be funded
with net [REDACTED] from the [REDACTED] and our internal resources. For details of
the allocation of the net [REDACTED] from the [REDACTED] on the expansion, please
refer to the section headed “Future plans and use of [REDACTED]”. The expansion plan
will be implemented by stages in three year time. Taken into account of our healthy growth
in revenue and positive net operating cashflows during the Track Record Period and
capable management team, our Directors consider that our expansion plan will not have an
adverse material impact on our financial conditions.

Our expansion plan

Our Nantong Facility II is situated on 18 Fuxing Road, Nantong, the PRC. It
comprised a four-storey of building with a total floor area of approximately 323,338 sq.ft.
(the “Main Block”), a one-storey building of high ceilings with a total floor area of
approximately 33,786.4 sq.ft (the “High-ceiling Production Space”) and other auxiliary
buildings with a total floor area of approximately 6,466.8 sq.ft. As at the Latest Practicable
Date, the Nantong Facility II was not renovated and was in a bare shell condition. In order
to set up our Nantong Facility II for commercial production, we will need to invest in (i)
our production environment, (ii) our production machines and equipment and (iii) our
people. The estimated total investment of our expansion plan is HK$122.7 million (i.e.
approximately S$21.0 million). The table below sets out the details of our expansion plan in
relation to (i) renovation and setting up production environment and (ii) acquiring
production machines and equipment:

Expected
Major facilities Expected time frame  commencement
to be built/machines to be for construction/ date of Estimated
Details Use acquired acquisition operation investment Source of funding
(HKS$
in million)
Renovation and setting up production environment
Ground floor of Accommodating heavy o Reinforced flooring 3rd quarter 2018 to 3rd quarter 28.8 [REDACTED] by net
the Main Block machines for 2nd quarter 2019 2019 [REDACTED]
machining parts from the
and components [REDACTED]
o Carborundum flooring
o Clean room of “clean
environment” class
o Humidity and temperature
controlled quality control
room
e Pneumatic supply
Ist floor of Assembly of sub- o Carborundum flooring 3rd quarter 2018 to 3rd quarter 5.1 [REDACTED] by net
the Main Block systems and 2nd quarter 2019 2019 [REDACTED]
complete machines o  Clean room of class 10k from the

[REDACTED]
o Pneumatic supply
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Expected
Major facilities Expected time frame ~ commencement
to be built/machines to be for construction/ date of Estimated
Details Use acquired acquisition operation investment Source of funding
(HKS$
in million)
2nd floor of Assembly of sub- o Reinforced concrete 3rd quarter 2019 to 2nd quarter 8.4 [REDACTED] by net
the Main Block systems and foundation Ist quarter 2020 2020 [REDACTED]
complete machines from the
[REDACTED]
o Carborundum flooring
3rd floor of General and o Office 4th quarter 2019 to N/A 3.7 [REDACTED] by net
the Main Block administrative use 2nd quarter 2020 [REDACTED]
o Canteen from the
[REDACTED]
e Storage
High-ceiling Production of large e Reinforced concrete 3rd quarter 2019 to 2nd quarter 20.0 [REDACTED] by net
Production Space format machines foundation Ist quarter 2020 2020 [REDACTED]
which need more from
space o Carborundum coating [REDACTED]
o Clean rooms of class 1K
and 10K
Total 60.0
Acquiring production machines and equipment
Machines for N/A o Large size milling machines 3rd quarter 2018 to — 12.3 [REDACTED] by net
manufacturing 2nd quarter to [REDACTED]
parts for our own o CMM machine 2019 from the
of production [REDACTED]
o Surface grinding machine
o Vertical milling machine 3rd quarter 2019
o Horizontal milling machine 10.0 [REDACTED] by net
[REDACTED)]
from the
[REDACTED]
Machines for general- N/A o EDM machine 2nd quarter 2020 to 344 [REDACTED] by net
applications 3rd quarter 2020 [REDACTED]
e wire cut machine from the
[REDACTED] and
o Grinding machine [REDACTED] by
internal cashflow

Total 56.7

To operate our Nantong Facility II upon expansion, we will also need additional
manpower and provide training to our employees to familiarise them with the machines and
equipment. Such will be carried out by phase, following the commencement of the operation
of Nantong Facility II.

As at the Latest Practicable Date, we owned the land use rights for the parcel of land
on which our Nantong Facility II is located and we were in the process of completing our
construction completion inspection. As advised by our PRC legal advisers, after completion
of all necessary and compulsory regulatory procedures, there will be no legal impediments
for us to complete our construction completion inspection and to obtain all material
licenses, permits and approvals required for commercial production. As such, our Directors
consider that such licenses, permits and approvals will be obtained in the third quarter of
2018.

For details of our intended use of net [REDACTED] from the [REDACTED], please
refer to the section headed “Future plans and use of [REDACTED]”.
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Expand our market share in Japan, Europe and the United States

According to the Industry Report, Japan has been an important market for SPE sales.
As of 2016, the Japan market claimed approximately 11.2% of the global market size of
SPE industry in terms of revenue. It is expected that the SPE’s market in Japan will
continue to grow. In addition, owing to Japan legacy of cultural and political differences
with the PRC, SPE companies in Japan face difficulties in operating in the PRC where there
is market and plentiful supply of trainable labour. We, being a Singapore company headed
by our Singaporean business leaders with proven manufacturing capabilities in the PRC, is
therefore well-positioned to capture the business opportunities in the Japan market by
offering quality, competitively priced services to SPE companies in Japan. Leveraging on
this advantageous position to collaborate with SPE companies in Japan and in tandem with
the rapid development of the semiconductor industry in the PRC, we intend to expand our
sales force and customer service team in Japan in addition to our existing sales office
established in 2015. We have already successfully secured orders from leading Japan SPE
manufacturers such as with established presence globally such as our Customer F. We
believe that our Japan office will facilitate closer communication with our customers in
Japan. Other than semiconductor industry, we also target to serve Japan companies in the
test and analysis equipment for industrial, medical and automotive industries. We believe
that our expansion in the Japan market, which, according to the Industry Report, has a
high demand for EMS providers, such as our Group, would enable us to further diversify
our customer base and enhance our global market penetration.

In addition to the Japan market, the prevailing industry development also presented
opportunities in the Europe and the United States market. The rapid expansion of the
semiconductor industry in general and the obstacles arising from cultural differences
encountered by foreign SPE manufacturers such as those in the Europe and the United
States who want to manufacture in the PRC have posed significant growth potential for us,
being a contract manufacturer with Singapore background and production facilities in the
PRC. Accordingly, we intend to fortify our market presence in Europe and the United
States. To this end, we intend to appoint external sales representatives and marketing
agents in Europe and the United States. We believe that, by leveraging the established
networks of the sales representatives and marketing agents, we will be able to penetrate the
market in Europe and the United States more cost-efficiently and effectively.

Develop and acquire engineering and technological knowledge organically or through mergers
and acquisitions

Technology and knowledge in the SPE industry are key factors that determine the level
of competence of a company. In pursuing these competencies, we will need to strengthen
our knowledge to fill in the engineering gaps in our current business model. As such, we aim
to broaden our knowledge in engineering disciplines such as optics, lasers, controls software
and material science. In addition to these arcas of technological, empirical and holistic
sciences which will form the pillar of our manufacturing capabilities, we also need to
acquire technologies and knowhow in machining of complex configurations of engineering
plastic components, specialty surface treatment and precision machine frames and
sheetmetal fabrications. These technical knowhow do not only have wide industrial
applications but will also help us to expand in the semiconductor front-end equipment
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industry, our target market of diversification. As such, we plan to provide additional
training and development opportunities to our employees. We will also hire personnel who
have these technological knowledge.

We intend to acquire profitable companies with empirical/holistic skills and
technologies, which will not only increase our capacity, but will also broaden our
knowledge base. Types of business we are seeking include precision frame fabricators, sheet
metal fabricators, machining of complex configurations of engineering plastic components
and surface treatment factories, which have technical knowhow applicable to SPE
manufacturing industry. As at the Latest Practicable Date, we had not identified any
target for merger and acquisitions. Our Directors consider that, focusing on these areas will
allow us to seize the opportunities emerging from the semiconductor front-end equipment
industry, which is a US$33.3 billion industry as of 2016 with an expected CAGR of 2.3%
between 2016 and 2021. We believe that engineering and technological knowledge
development will also enable us to diversify our customers base into other non-
semiconductor sectors.

As such, we intend to allocate approximately [REDACTED] of the net [REDACTED]
from our [REDACTED] (i.e. approximately [REDACTED)]) for developing and acquiring
engineering and technological knowledge through self-learning and mergers and
acquisitions.

Strengthen our research and development to keep abreast and relevant to the dynamic changes
in technology

We consider that we must keep up with technology development to stay ahead of the
competition. Therefore, R&D will be integral for keeping us at the forefront of the dynamic
technological advancement in the semiconductor industry. Our R&D results are translated
into higher level of customisation, which adds value to our customers such as product
enhancement proposals for our customers and designs and ideas which address the needs of
our customers. Moreover, we can apply the knowledge we developed from our R&D efforts
on optimising our production processes. With the knowledge and knowhow, we can
improve our manufacturing blueprints and minimise production bottlenecks. These
collateral benefits from R&D do not only enhance our production efficiency but also
increase our productivity. As such, we intend to recruit industry experts and high calibre
engineers in different engineering disciplines such as mechatronics, controls software, optics
and lasers and strengthening training of our employees to promote an innovative
environment. In addition to our in-house R&D efforts, we will also collaborate with
research institutes to leverage on their research capabilities for product development
projects. We intend to allocate approximately [REDACTED] of the net [REDACTED)]
from our [REDACTED] (i.e. approximately [REDACTED)]) for expansion of R&D efforts.
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OUR BUSINESS MODEL

This simplified diagram below illustrates our existing business model:

EMS products
Components and and services 4EMS Custo@1grs
parts as production (lpcludmg 91‘1gmal
materials design manufacturers)
. Purchase orders
Suppliers < Our Gl'Ol.lp
ODM products
Purchase orders ODM Customers
(including users
T Purchase orders of SPE)

Our EMS and ODM segments

EMS Division ODM Division
Types of EMS products: Types of ODM products:
* sub-systems + automated equipment
« complete machines * precision tools
* components * spare parts

EMS services:
* maintenance and
commissioning services

Electronics Manufacturing Services Division (“EMS Division”)

Our EMS Division manufactures EMS products, comprising (i) sub-systems (ii)
complete machines and (iii) components, on the “high mix, low volume” basis mainly for
use in the semiconductor processing equipment (SPE) industry. “High mix, low volume”
means the orders we receive from the products we assembled have high variations in
applications, lot sizes and processes but low production volume. Our EMS manufacturing
process mainly involves the manual assembly of parts and the manufacturing process is
labour intensive. We also provide post-warranty period maintenance and commissioning
services at our customers’ facilities and maintenance services which are not covered by our
product warranty. During the Track Record Period, our customers which are primarily
semiconductor processing equipment (SPE) manufacturers, generally purchase our EMS
products for their manufacture of equipment to be used in the production of
semiconductors. For the three years ended 31 December 2017, approximately 87.2%,
91.5% and 92.7% of our revenue was attributable to our EMS Division.
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The following table sets out the revenue of our EMS Division by product and service
categories during the Track Record Period:

For the year ended 31 December

2015 2016 2017
% of the % of the % of the
revenue of % of the revenue of % of the revenue of % of the
the EMS revenue of the EMS revenue of the EMS revenue of

S$°000  Division the Group S$’000  Division the Group S$’000  Division the Group

Products
Sub-systems 58,518 62.8 54.7 90,053 92.0 84.2 114,401 95.7 88.7
Complete machines 22,907 24.6 214 2,597 2.7 2.4 255 0.2 0.2
Components 1,619 1.7 1.5 2,075 2.1 1.9 4,459 3.7 3.5
Services
Maintenance and

commissioning services 10,191 10.9 9.6 3,155 3.2 3.0 412 0.4 0.3
Total 93,235 100.0 87.2 97,880 100.0 91.5 119,527 100.0 92.7

Original Design Manufacturing Division (“ODM Division”)

Our ODM Division designs and manufactures ODM products, comprising (i)
automated equipment, (ii) precision tooling components such as trim and form and
encapsulation molds and (iii) spare parts, for use mainly in the semiconductor back-end
equipment industry. Our ODM Division is sub-divided into two departments, namely (i) the
Automated Equipment Department which focuses on design and manufacture of automated
equipment and (ii) the Precision Tooling Department which focuses on the production of
precision tools and spare parts. For the three years ended 31 December 2017, approximately
12.8%, 8.5% and 7.3% of our revenue was attributable to our ODM Division.

The following table sets out the revenue of our ODM Division by product category
during the Track Record Period:

For the year ended 31 December

2015 2016 2017
% of the % of the % of the
revenue of % of the revenue of % of the revenue of % of the
the ODM revenue of the ODM revenue of the ODM revenue of

S$°000  Division the Group S$°000  Division the Group S$°000  Division the Group

Products

Automated equipment 4,702 34.4 4.4 2,432 26.7 2.3 3,342 35.5 2.6
Precision tools 4,644 34.0 43 2,842 31.2 2.6 2,430 25.8 1.9
Spare parts 4,315 31.6 4.1 3,843 42.1 3.6 3,653 38.7 2.8
Total 13,661 100.0 12.8 9,117 100.0 8.5 9,425 100.0 7.3
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Main difference between our EMS Division and our ODM Division

Our ODM Division undertakes the design and manufacture of our proprietary
products, while our EMS Division undertakes the contract manufacturing for other original
equipment manufacturers according to their specifications. Our ODM products are
marketed under our proprietary “Kinergy” brand. Our design and engineering team of
the ODM Division works closely with our customers to customise our proprietary designs
according to their requirements. The designs for customised machines continue to be
proprietary to us and could be used in the production of machines for our other customers.

OUR PRODUCTS

Our products are categorised into EMS products (comprising (i) sub-systems, (ii)
complete machines and (iii) components) and ODM products (comprising (i) automated
equipment, (ii) precision tools and (iii) spare parts).

EMS products

Our EMS products manufactured by our EMS Division are classified into three types
as follows:

(i) Sub-systems

We assemble components and parts manufactured or procured by us into sub-systems,
which form critical modules to equipment and machines which would be used by our
customers to produce semiconductor processing equipment. During the Track Record
Period, our major sub-systems products include magazine handlers, work-holders and
sliders.

(ii) Complete machines

We manufacture complete machines according to our customers’ specifications by
integrating parts and components. As part of the process, we provide value-added
engineering services to improve our customers’ existing designs and enhance their existing
products. We also collaborate with our customers to conceptualise, design and manufacture
their new products. During the Track Record Period, we produced complete machines such
as dicing machines, lapping machines, lifters and polishing machines which are mainly for
use in the semiconductor manufacturing industry.

(iii) Components

We manufacture mechanical components which are used by our customers in their
manufacture of equipment and machines, such as dry pumps and housings, for general
industrial applications.
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The below table set out the application and description of some of our EMS products:

Product

Description and application

Sub-systems Magazine handling

Sliders

Work-holder

Complete Machines Dicing machine

Lapping machine

Lifter

Polishing machine

- 120 -

A major part of a wire bonder to
deliver lead-frames into the
gripper of a slider system for
bonding and deliver the bonded
lead-frames for the next
process

A major part of a wire bonder to
transfer the individual lead-
frames into the work area of a
work-holder for wire bonding

A major part of a wire bonder to
hold the lead-frames in position
throughout the entire wire
bonding process at a placement
accuracy of 25 to 50 microns

Equipment that cuts wafers into
individual semiconductor chips
with blades

Equipment used in the lapping
process which is part of the
wafer’s surface treatment

Equipment that transfers wafers
between different processes and
positions and aligns wafers
during these processes

Equipment used in the polishing
process which is part of the
wafer’s surface treatment and
usually a step after the lapping
process to achieve a smooth
wafer surface
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Product Description and application

Components Dry pumps A mechanical device used in
semiconductor production to
create a rough vacuum
environment in order to
prevent contamination

Housings An accessory that is used for
covering components in a
system

ODM products

Our ODM products manufactured by our ODM Division are classified into three types
as follows:

(i) Automated equipment

We design, develop and manufacture automated equipment based on our
customers’ needs and requirements. The automated equipment manufactured by our
ODM Division is generally used in the process of semiconductor back-end equipment.
The Automated Equipment Department of our ODM Division is responsible for the
design, development and manufacture of our automated equipment.

Below are some of the automated equipment produced under our own brand of
“Kinergy” designed and by our ODM Division and their application and description:

Product Description and application

Auto-frame loader = Equipment that automatically
equipment takes the fragile wire bonded

lead-frames from magazines
and places them onto a
loading frame using robotic
arm. The loading frame is
then manually placed into
the mold for encapsulation.
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Product Description and application
Auto-buffing Equipment that removes excess
equipment mould resin bleed and tape

residue from the sensitive
surface of leadless package
lead-frames using a nylon
wheel mounted on a rotating
spindle head assembly
precisely positioned over the
work area.

Strip laser markers Equipment that automates the
process of engraving
identification marks, which
are usually characters and
logos by a laser beam on the
plastic or ceramic surfaces of
the IC packages

(ii) Precision tools

We design, develop and manufacture precision tools including encapsulation
molds for forming the protective encapsulation of an IC chip and dies for trimming
and forming of encapsulated IC chips by cutting and bending the terminals of the lead-
frame to different shapes. The precision tools we manufacture are prone to wear and
tear as they are subject to continuous production runs. The Precision Tooling
Department of our ODM Division is responsible for the design, development and
manufacture of our precision tools.

(iii) Spare parts

We design, develop and manufacture spare parts that are suitable for our
customers’ equipment. The Precision Tooling Department of our ODM Division is
responsible for the design, development and manufacture of spare parts for our ODM
customers.
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OUR PRODUCTION FACILITIES

During the Track Record Period and as at the Latest Practicable Date, we have
manufacturing facilities located in Singapore, the PRC and Philippines.

Our manufacturing facility located in Singapore has a total floor area of
approximately 48,856 sq.ft. with 153 staff as at the Latest Practicable Date. Our
manufacturing facility in Singapore is a leased property.

We also have another two manufacturing facilities located in Nantong, Jiangsu
Province, the PRC, namely, Nantong Facility I and Nantong Facility II. Nantong Facility I
has a total floor area of approximately 214,542.1 sq.ft.. Nantong Facility II has a total floor
area of approximately 363,591.2 sq.ft.. As at the Latest Practicable Date, Nantong Facility
II had not been renovated and was in a bare-shell condition, pending construction
completion inspection. Our Directors expected that the construction completion inspection
of Nantong Facility II will be completed by the third quarter of 2018. As mentioned in the
paragraphs headed “Business Strategies” of this section, it is our plan to renovate and set up
our Nantong Facility II to expand our production capacity for our long-term growth in the
industry and to diversify our customer base. Our expansion plan will not only increase our
production capacity but also our capability as we intend to set up production environment
such as anti-static room and carborundum flooring which are prerequisite for a number of
potential customers in different sectors. Our Nantong Facility I and Nantong Facility II are
built on two parcels of land owned by us, namely, 18 Fuxing Road and 62 Zhongyang
Road, Nantong, Jiangsu Province, the PRC. Please refer to the section handed “Properties
— Owned properties — The PRC — Land use rights” for our land use rights of these two
parcels of land.

While most of our production is carried out in our facilities in Singapore and the PRC,
we also have a facility in the Philippines with a total floor area of 10,549 sq.ft. with 38 staff
as at the Latest Practicable Date. Our Philippines facility focuses on the production of
components which may be used as spare parts and providing customers services to our
customers located in the Philippines. Our manufacturing facility in the Philippines is a
leased property.

Allocation of orders for production between our different facilities are determined
according to customer preferences, the capacity of each facility and technical requirements
of the orders.

As the core of our business lies in manufacturing process design and the assembly of
parts into products, our production capacity at any point of time is defined by a matrix of
production factors such as the number of our labour and engineers, our production floor
space and complexity and size of projects on hand. This is characterised by the fact that we
produce on a “high mix, low volume” basis. The orders we receive from the products we
assemble for our customers vary highly in applications, lot sizes and processes. This
requires our ability to convert our assembly line and flexibility to adapt to changes in
product specifications. During the Track Record Period, we had produced over 100 models
of different products composing 20 to 500 part counts. There can be up to three versions for
one particular model and each version may mean different production requirements. As
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such, our Directors consider that a calculation of production capacity based on any
particular type of product or by generalising our production to demonstrate utilisation will
not represent our actual capacity and utilisation. For illustrative purposes, the table below
set out details regarding our production floor space and production staff during the Track
Record Period:

For the year ended/as at 31 December

2015 2016 2017
Approximate production floor space
(sq. ft.) (mere 1) 122,768.6 122,768.6 122,768.6
Engineering and production staff ("¢ 2/ 334 270 292
Approximate Overtime (hours) (¢ 3/ 45,876 61,682 61,951
Notes:
1. Production floor space represents the production floor space in our production facility in Singapore and
Nantong Facility I.
2. Engineering and production staff represents the engineering team, technicians and workers stationed in
Singapore and Nantong Facility I.
3. Overtime represents the number of hours worked in addition to our staff’s normal working hours (being

8 hours a day) including any number of hours worked during Saturday, Sunday and public holidays.

For our production planning, some of our customers usually provide their respective
purchase projections to us two to three months ahead of the production. Such purchase
projections are not legally binding and merely provide an indication of their potential
purchase from us. Based on the purchase projections, our Group would estimates the
necessary line up and conduct floor space planning, taking into account the manpower
availability, the expected size of the deliverables, the estimated time required to produce the
deliverables (which in turn may vary according to the complexity of the products/solution
and design) and the target delivery date.
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OUR BUSINESS FLOW

The key stages in our business flow for both EMS and ODM Divisions are set out in
the diagram as follows:

ODM Division EMS Division
Conceptualisation Design Verification
\ 2 \ 2

Confirmation of Customer Purchase Order

A 4

Production, Scheduling and Material Planning

Material Procurement, Receiving and Inspection

A\ 4

Storage and Kitting

A\ 4

Manufacturing and Engineering Enhancement

A4

Testing and Adjustment

A\ 4

Packaging and Delivery

While we may provide proposals for product enhancement, our EMS Division typically
manufactures according to designs developed by our customers as opposed to our ODM
Division which develops our own designs according to our customers’ requirements.
Accordingly, the conceptualisation stage may not apply to our EMS Division. During the
Track Record Period, the project lead time for (i) our EMS Division generally ranges from
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eight weeks to 16 weeks and (ii) our ODM Division generally ranges from three weeks to
eight weeks. The length of project lead time depends on the complexity of the projects and
the volume of our customers’ purchase order and the lead time in our supply chain.

Conceptualisation and Design Verification

A project is usually initiated by a customer enquiry. For ODM Division, our business
development team personnel communicates with our customers to understand their needs.
We will then make a technical proposal with price estimate according to our customers’
specifications. There will be discussions with our customers for modifying and finalising our
designs and if our customers agrees with our proposal, our customers will place an order
with us. For EMS Division, we will verify and review the information provided by the
customer to ensure that all the customer’s specifications and delivery requirements can be
met, upon satisfaction of which we will accept the purchase order.

Confirmation of Customer Purchase Order

Our customers will provide us with a purchase order and delivery requirements,
together with an information package generally comprising bill of materials (which is a
schedule of components and parts required), technical drawings for the mechanical parts
and components which may specify suppliers from which we will need to make our
procurement and quality requirements. A project team, comprising engineers and members
from the quality assurance team production and materials team, will be formed to be
responsible for each order. Daily meetings will be held to review the general progress of
production and schedules of critical materials.

For our ODM Division, during this stage, our engineering team will provide our bills
of materials and drawings for our customers approval and pass on to our production and
material requirements planning team upon approval.

Production, Scheduling and Materials Planning

All customers’ purchase orders are scheduled and planned using the Enterprise
Resources Planning (“ERP”) system. Our production and material planning team will input
information on the customer’s purchase order to the ERP system. This system monitors and
reports on the progress of our production orders according to our planned schedules. Such
tracking will enable our production planning and control team to ensure that adequate
resources are allocated for the order. The ERP system also allows us to track the status of
our inventory and orders we place with our suppliers so we can control our supply chain
effectively to ensure timely delivery of raw materials and minimise our inventory cost.

Material Procurement, Receiving and Inspection

Our material team manages and undertakes material procurement for the entire project
from the receipt of the customers’ purchase order up to the final delivery of our products.
With the use of the ERP system, the material team works with our suppliers closely to
ensure that there are sufficient production materials to meet our customers’ purchase orders
within the requisite timeframe. We will raise requisition for materials needed for production
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during this stage and may make arrangement for third party service providers if necessary.
Upon arrival of production materials, we will conduct quality inspection of the materials.
For details of our quality assurance measures in relation to suppliers selection and materials
procurement, please refer to the paragraphs headed “Quality Assurance” below.

Storage and Kitting

Upon satisfaction of incoming quality check, specific production orders will be
generated according to the production schedule and issued for our inventory and logistics
team to kit the required materials into sub-modules for production use.

Manufacturing and Engineering Enhancement

We divide our manufacturing process into a few sub-processing stations and each
station is provided with comprehensive work instructions for understanding and reference
by the relevant operators, who are specifically trained to undertake the work required for
the relevant sub-processing stations. Please refer to the paragraphs headed “Our
Manufacturing Process” below for further details on the stages of our manufacturing
process for each of our EMS and ODM Divisions. Where appropriate, we may also provide
proposal for product enhancement during this stage as part of our value-added services.

Testing and Adjustment

The fully assembled products will undergo a series of tests and adjustments, such as a
functional tests and mechanical inspections conducted by our quality assurance personnel
to ensure that our customers’ specifications are met.

Packaging and Delivery

Finished products will be packed and delivered to the customers by logistic companies
which may be nominated by customers.

OUR MANUFACTURING PROCESS
EMS Division

The manufacturing processes of our EMS Division mainly involves the manual
assembly and testing and adjustment of components or parts we produce in-house or we
purchase from independent third-party suppliers. We adopt an In-Process Quality Control
(“IPQC”) which integrates quality assurance procedures with the manufacturing process of
our EMS Division. We divide our assembling processes into different steps which will be
carried out by different technicians in their own work stations. At the beginning of each
assignment, training is provided to each technician in order to ensure that our technicians
have the necessary skills and techniques to perform their particular task. Each technician
will also be provided with a set of detailed instructions in plain language with illustrative
drawings carefully designed by our engineers to ensure that each technician thoroughly
understand the technical requirements such as degree of rotation, tightness of screws and
directions of components and are able to achieve the consistency and precision we
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committed to our customers. For some critical steps, another set of further instructions that
we require our technicians to review daily is provided to each technician. We believe that
our training and guidance does not only ensure quality and precision but also enhance our
manufacturing flexibility as technicians can pick up new skills easily when they are assigned
to a different position which may acquire other skills and techniques.

Every technician is required to conduct self-inspection of their own part of work by
filling in a clearly formulated checklists which set out check points and quality standards of
each step before passing on the semi-finished product to the next stage, and thereby avoid
passing on poor quality.

Testing and calibration of critical tools such as torques are tested and verified by third
party laboratories before production use. Our technicians are also required to perform
periodic inspection and calibration of these tools with testers to ensure they operate at a
proper setting. We also keep records of these daily measurements to enhance traceability of
defects.

While we conduct sample quality check of our incoming materials, our technicians are
also taught to inspect parts and components before they assemble them. Instructions about
identifying visual and minor defects such as surface finishing and colour patch of parts and
components. These checks for input conditions will allow us to address deviations at the
earliest opportunity before they are turned into major defects. If defects are found, our
technicians will alert the material quality assurance personnel and a report would be filed
detailing the problem identified, suggested disposition of the faulty part or component. The
report will then be reviewed by the material review board which comprise personnel from
our production, engineering, quality assurance and procurement department. Our material
review board will then analyse the cause and devise containment plan. Where necessary, we
may also notify and follow up with our suppliers for corrective and preventive actions.

For further details of our quality assurance procedures at different stages of
production, please refer to the paragraphs headed “Quality Assurance” in this section.
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ODM Division

Our ODM division is divided into Automated Equipment Department and Precision
Tooling Department. The Automated Equipment Department of our ODM division has a
similar manufacturing process as that of our EMS Division set out in the section headed
“Our Manufacturing Process — EMS Division” above. The difference between the
Automated Equipment Department of the ODM Division and our EMS Division is the
former designs and manufactures our own “Kinergy” brand automated equipment. The key
stages in our ODM manufacturing process for our Precision Tooling Department are set
out in the diagram as follows:

Milling / Grinding

v

Boring and Drilling

\ 4

Heat Treatment

\ 4

Grinding

A4

EDM [/ Wirecutting / Inspection

A4

Surface Treatment

Assembly and Testing
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Milling / Grinding

The raw material used in our Precision Tooling Department manufacturing process is
typically steel blocks. These steel blocks are first cut into required sizes and shapes by our
milling machines. If necessary in order to achieve more precise measurements and shapes,
these milled steel blocks may be further refined in the grinding, electrical discharge
machining (EDM) and wire cutting processes.

Boring and Drilling

Holes are bored and drilled into the milled steel blocks by our boring and drilling
machines, according to the specifications of the design drawings. The methods of boring
and drilling include radial drilling (which is suitable for regular sized holes), jig boring
(which is suitable for drilling bigger holes) and gun drilling (which is suitable for drilling
long holes).

Heat Treatment

Where necessary in order to meet the design specifications, the steel blocks are sent to
third parties for heat treatment to enhance their hardness and rigidity.

Grinding

If very precise measurements and shapes are required (typically, measurements of
between two to five microns), the measurements of the steel blocks are then refined through
precise grinding by our grinding machines.

EDM |/ Wirecutting / Inspection

Following grinding, the hardened steel blocks are made to required shapes and
precision using electrical discharge machining (EDM) and wire cutting method. Full
inspection is conducted by vision measuring system.

Surface Treatment

To prolong the life of a tool and optimising tooling performance, special surface
treatment such as hard chroming and titanium nitriding may be required and we engage
third party specialists for these processes.

Assembly and Testing

The steel blocks are then assembled, together with other components, to form the final
product, i.e. the finished tool or die. The completed product will undergo a series of tests
and adjustments, such as a functional test and mechanical inspection to ensure that our
customers’ specifications are met.
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CUSTOMERS

For our EMS Division, our customers include original design manufacturers. For our
ODM Division, our customers include users of semiconductor process equipment. For each
of the three years ended 31 December 2017, our Group had a total of 67, 63 and 78
customers which contributed to our revenue, respectively.

Geographical Coverage

During the Track Record Period, our products were sold to customers located in more
than 14 countries around the world, and Singapore was our largest market, accounting for
57.3%, 80.7% and 88.8% of our total revenue for each of the three years ended 31
December 2017, respectively. The following table sets out information about our revenue by
geographical segment during the Track Record Period:

For the year ended 31 December

2015 2016 2017
S$°000 % S$°000 % S$°000 %
Singapore 61,244 57.3 86,390 80.7 114,492 88.8
The Philippines 4,623 4.3 2,590 2.4 3,550 2.7
The US 30,264 28.3 9,779 9.2 3,358 2.6
The PRC 4,460 4.2 4,101 3.8 1,662 1.3
Japan 1,255 1.2 582 0.5 2,781 2.2
Others (Note) 5,050 4.7 3,555 3.4 3,109 2.4
Total 106,896 100.0 106,997 100.0 128,952 100.0

Note: Includes Malaysia, Taiwan, Vietnam, Thailand, Sri Lanka, Indonesia, Mexico, Switzerland and
Netherland.

Top customers

For each of the three years ended 31 December 2017, revenue from our largest
customer accounted for approximately 48.5%, 72.6% and 77.9% of our total revenue,
respectively, while our five largest customers in aggregate accounted for approximately
87.2%, 89.5% and 92.9% of our total revenue, respectively. All of our five largest
customers during the Track Record Period are Independent Third Parties. Our Group has
maintained business relationships of approximately 2 to 18 years with our top customers
during the Track Record Period.
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The table below sets forth the details of our five largest customers during the Track

Record Period:

For the year ended 31 December 2015

Typical credit

terms and
EMS/ODM  Products sold to the Background and payment Revenue derived from
Customer Division customer principal business method the customer
S$°000 %
Customer A EMS sub-systems such as  Customer A is a group 18 45 days upon 51,8607 48.5
work-holders, company of a US-based date of
magazine group that designs and invoice,
handlers and manufactures payable
sliders for ball semiconductor back-end by bank
bonders equipment and transfer
expendable tools with a
dominating market
share in global sales of
wire bonders as of 2016
Customer B EMS Vibrators and Customer B is a US-based 3 45 days upon 24,846 23.3
reliability test world-leading date of
systems technology company invoice,
which designs and payable
develops consumer by bank
electronics, computer transfer
software and online
services
Customer C EMS Wafer die sawing Customer C is a group S 60 days date 8,236 1.1
systems and company of a of upon
lapping systems Netherlands-based date of
group that designs, invoice,
manufactures and payable
markets equipment for by bank
development of transfer

electronic devices.

- 132 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
Approximate  Typical credit
Years of terms and
EMS/ODM  Products sold to the Background and business payment Revenue derived from
Customer Division customer principal business relationship method the customer
S$°000 %
Customer D EMS Hoist assembly Customer D is a group 10 30 days upon 4,567 43
modules company of a world- date of
leading group which invoice,
manufactures payable
semiconductor front-end by bank
equipment transfer
Customer E ODM IC encapsulation Customer E is a group 17 45 days upon 3,004 3.4
molds and company of an date of
current sensor internationally well- invoice,
assembly known US-based group payable
machines that manufactures and by bank
sells semiconductors for transfer
use in various sector, a
major player in the
global magnetic market
Sub-total 93,180 87.2
All other
customers 13,716 12.8
Total 106,896 100.0
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For the year ended 31 December 2016

Typical credit

Years of terms and
EMS/ODM  Products sold to the Background and business payment Revenue derived from
Customer Division customer principal business relationship method the customer
S$°000 %
Customer A EMS Sub-systems such Customer A is a group 18 45 days upon 77,645 72.6
as work-holders, company of a US-based date of
magazine group that designs and invoice,
handlers and manufactures payable
sliders for ball semiconductor back-end by bank
bonders equipment and transfer
expendable tools with a
dominating market
share in global sales of
wire bonders as of 2016
Customer D EMS Hoist assembly Customer D is a group 10 45 days upon 7,344 6.9
modules company of a world- date of
leading group which invoice,
manufactures payable
semiconductor front-end by bank
equipment transfer
Customer B EMS Maintenance Customer B is a US-based 3 45 days upon 4,901 4.6
services world-leading date of
technology company invoice,
which designs and payable
develops consumer by bank
electronics, computer transfer

software and online
services
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Typical credit

Years of terms and
EMS/ODM  Products sold to the Background and business payment Revenue derived from
Customer Division customer principal business relationship method the customer
S$000 %
Customer F EMS Linear Customer F is a group 2 60 days upon 4421 4.1
transportation company of an date of
modules, motor internationally well- invoice,
housing modules known Japan-based payable
and plating group that manufactures by cheque
handling and sells industrial
modules machinery, one of the
world’s largest
manufacturers of
industrial pumps and
related equipment
Customer E ODM IC encapsulation Customer E is a group 17 45 days upon 1,489 1.3
molds and company of an date of
current sensor internationally well- invoice,
assembly known US-based group payable
machines that manufactures and by bank
sells semiconductors for transfer
use in various sector, a
major player in the
global magnetic market
Sub-total 95,800 89.5
All other
customers 11,197 10.5
Total 106,997 100.0
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For the year ended 31 December 2017

Typical credit

Years of terms and
EMS/ODM  Products sold to the Background and business payment Revenue derived from
Customer customer principal business relationship method the customer
S$°000 %
Customer A Sub-systems such Customer A is a group 18 60 days upon 100,463 71.9
as work-holders, company of a US-based date of
magazine group that designs and invoice,
handlers and manufactures payable
sliders for ball semiconductor back-end by bank
bonders equipment and transfer
expendable tools with a
dominating market
share in global sales of
wire bonders as of 2016
Customer D Hoist assembly Customer D is a group 10 45 days upon 7,926 0.1
modules company of a world- date of
leading group which invoice,
manufactures payable
semiconductor front-end by bank
equipment transfer
Customer F Linear Customer F is a group 2 60 days upon 7,500 5.8
transportation company of an date of
modules, motor internationally well- invoice,
housing modules known Japan-based payable
and plating group that manufactures by bank
handling and sells industrial transfer
modules machinery, one of the
world’s largest
manufacturers of
industrial pumps and
related equipment
Customer E IC encapsulation Customer E is a group 17 45 days upon 2,132 1.8
molds and company of an date of
current sensor internationally well- invoice,
assembly known US-based group payable
machines that manufactures and by bank
sells semiconductors for transfer
use in various sector, a
major player in the
global magnetic market
Customer G Assembly spinners, A world-leading 6 30 days after 1,710 1.3
assembly sample Netherlands-based upon
changes and company that invoice by
assembly optics manufactures and sells bank
chargers analytical X-ray transfer
equipment
internationally
Sub-total 119,731 92.9
All other
customers 9,221 7.1
Total 128,952 100.0
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All of our five largest customers during the Track Record Period are Independent
Third Parties. To the best knowledge of our Directors, none of our Directors (or any person
who, to the best knowledge of our Directors, owns more than 5% of the issued share capital
of any of our subsidiaries or any of their respective associates) had any interest in any of
our five largest customers during the Track Record Period.

Customer concentration

For each of the three years ended 31 December 2017, revenue from our five largest
customers accounted for approximately 87.2%, 89.5% and 92.9% of our total revenue,
respectively. In particular. the percentage of our total revenue attributable to our largest
customer, Customer A, was approximately 48.5%, 72.6% and 77.9%, respectively, for the
same years. Please refer to the section headed “Risk Factors — We rely our Customer A,
our single largest customer during the Track Record Period” of this document for the
customer concentration risk.

RELIANCE ON CUSTOMER A

Our largest customer, namely Customer A, is currently listed on the NASDAQ and
principally operates in the semiconductor industry, providing semiconductor packaging and
electronic assembly solutions to the automotive, consumer, communications, computing
and industrial segments. Its principal equipment segment products include wire bonders
(including ball bonders and wedge bonders), advanced packaging and electronic assembly,
among which ball bonders represented the largest portion its equipment business.
According to the Industry Report, Customer A takes the lead in the global wire bonders
market, with a market share of approximately 50.8% in terms of sales revenue in 2016 and
revenue of approximately US$462.2 million as of 2016.

We have approximately 18 years of business relationship with Customer A. Our sales
to Customer A mainly comprise three sub-systems for ball bonders: (i) work-holders; (ii)
magazine handlers; and (iii) sliders (collectively, the “Ball Bonder Handling Systems”),
which are critical sub-systems used by Customer A for manufacturing ball bonders. Other
than the Ball Bonder Handling Systems, we also sell parts and sub-systems used by
Customer A for other equipment products, such as wedge bonders and advanced packaging.
Our sales to Customer A accounted for approximately 48.5%, 72.6% and 77.9% of our
total revenue for the three years ended 31 December 2017, respectively, among which over
90% of the sales were related to the Ball Bonder Handling Systems.
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The following table sets forth our revenue derived from sales to Customer A during the
Track Record Period:

For the year ended 31 December

2015 2016 2017
S$°000 % S$°000 % S$°000 %

— Sales from the Ball

Bonder Handling

Systems 48,454 45.3 73,452 68.6 90,969 70.5
— Sales from other

products 3,413 3.2 4,193 4.0 9,494 7.4
Total sales to

Customer A 51,867 48.5 77,645 72.6 100,463 77.9
Total sales to other

customers 55,029 51.5 29,352 27.4 28,489 22.1

106,896 100.0 106,997 100.0 128,952 100.0

During the Track Record Period, the percentage of our sales to Customer A increased
from approximately 48.5% for the year ended 31 December 2015 to approximately 72.6%
for the year ended 31 December 2016 and further increased to approximately 77.9% for the
year ended 31 December 2017. The increase in our revenue generated from Customer A is
generally in tandem with the growth in revenue of Customer A. The relatively lower
percentage of our sales to Customer A for the year ended 31 December 2015 was mainly
attributable to the increase in sales to other customers for the same period.

Reasons for reliance
The reasons for our reliance on Customer A are mainly as follows:

(a) According to the Industry Report, the wire bonder market was highly
concentrated with the top three companies accounting for approximately 84.7%
of the total market size in terms of sales revenue in 2016 and Customer A is largest
among these top three manufacturers of wire bonders in the world as of 2016.
Among these top three manufacturers of wire bonders, only Customer A sub-
contracted its entire handling systems to contract manufacturers, while the other
two manufacturers sub-contracted part of their handling systems to contract
manufacturers. According to the Industry report, this dynamic has remained so
for some time and is unlikely to change significantly in the future. Therefore,
contract manufacturers (such as our Group) are likely to have substantial dealings
with a dominant wire bonders manufacturer (such as Customer A) in this mature
market.
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(b) Likewise, the global wire bonder handing system contract manufacturing industry
is highly concentrated. According to the Industry Report, our Group held a
dominant position with a global market share of approximately 51.8% in terms of
sales revenue in 2016, and the other key market players accounted for market
share of approximately 27.2% in terms of sales revenue in 2016. As such, our
Group is among the few suppliers with track records and proven capabilities in
manufacturing wire bonder handling systems.

(c) Unlike a typical production machine in the general manufacturing industry, sub-
systems of SPE are precise and high-tech equipment which require substantial
fine-tuning of performance parameters of sub-systems of production lines,
including customisable settings, in order to meet the specifications of any
individual SPE manufacturer. Therefore, sourcing from a small number of
contract manufacturers is an industry norm for the SPE industry as the number of
contract manufacturers with track records and proven capabilities in providing
specialised systems meeting the individual SPE manufacturer’s stringent standard
are limited. On the other hand, given the required substantial fine-tuning of
performance parameters of sub-systems, instead of maintaining a wide range of
SPE manufacturer customers, which would entail significant capital expenditures,
a contract manufacturer of sub-systems of semiconductor process equipment
(such as our Group) might instead focus on serving a limited number of dominant
SPE manufacturers (such as Customer A) in order to achieve economies of scale.

Well-established relationship with Customer A

Our Group has approximately 18 years of business relationship with Customer A. We
are Customer A’s principal supplier of Ball Bonder Handling Systems and one of the
approved vendors. Throughout the years, Customer A has granted us various awards,
including the award regarding our outstanding contribution to Customer A’s new product
development in 2015. In view of (i) the long-term business relationship; (ii) the awards
granted by Customer A; and (iii) the track record of our ability to provide consistent high
quality and reliable sub-systems to Customer, it is considered that our Group will continue
to be Customer A’s principal supplier in the future. Our Directors believe that our long-
established and stable relationship with Customer A is mainly due to our Group’s
reputation in the semiconductor back-end equipment industry, the products we offered with
high quality, our competitive costs and our service.

We currently have a master framework agreement with Customer A dated 25 August
2003, which sets out agreed procedures as to terms of payment, packing and shipment
requirements, and general quality requirements, etc. Although there is no long term
agreement stipulating purchase obligations, which is a common industry practice, Customer
A has been placing purchase orders with us consistently. It has been a long established
practice that Customer A gives weekly projection of three months forecast to us, and places
purchase orders with our Group three months prior to the delivery date.
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Mutual and complementary reliance

Our Directors consider that there is mutual and complementary reliance between our
Group and Customer A, given the below reasons.

(a) Our Group is the principal supplier to Customer A for several critical sub-systems
that are used to build Customer A’s ball bonder products, and thus the cessation of
our Group’s supply of these sub-systems to Customer A will have a material adverse
impact on Customer A’s business and financial results

Our sales to Customer A mainly comprised Ball Bonder Handling Systems and we
are the principal supplier for Ball Bonder Handling Systems of Customer A. It is our
estimation that Ball Bonder Handling Systems provided by us accounted for
approximately 70% to 90% of Customer A’s total purchases of these sub-systems.
Based on our understanding from Customer A, Customer A’s purchases from our
Group represented approximately 25% to 30% of Customer A’s total purchases in
2015 and 2016. Based on our understanding from Customer A, we are one of the top
key suppliers of Customer A.

As disclosed in the annual report of Customer A for their financial year of 2016,
Customer A’s revenue derived from the equipment segment accounted for
approximately 89.7% of their total revenue, and ball bonders represented the largest
portion of the equipment business. The Ball Bonder Handling Systems supplied by us
are critical parts used for manufacturing ball bonders. In addition, Customer A’s
annual report also identified its reliance on “suppliers, including sole source suppliers,
for critical raw materials, components and subassemblies” as a risk. Therefore, based
on the above, it is considered that if we ceases supplying the Ball Bonder Handling
Systems to Customer A, it is unlikely that Customer A will be able to source the
required quantity of sub-systems at an acceptable quality level from alternative
suppliers within a short period of time, and thus Customer A’s production of ball
bonders and hence financial results and operations will be significantly affected.

(b) In view of the stringent technical specifications and strict quality standard of the
sub-systems for ball bonders, it is unduly burdensome and difficult for Customer A to
seek alternative suppliers, while it is more productive and reliable to continue
working with our Group to improve quality, robustness and lower prices

Ball Bonder Handling Systems are key to the performance of ball bonders. A Ball
Bonder Handling System works as part of the wire bonding process by moving and
holding individual lead-frames for wire bonding. Therefore, the Ball Bonder Handling
System is essential for the wire bonding process, and no other systems are expected to
be able to replace the Ball Bonder Handling Systems in the near future. Wire bonding
can reach as accurate as 10 microns placement accuracy (which is thinner than the
average thickness of a human hair of 80 microns). Other than high degree of accuracy,
Customer A’s ball bonders are designed to bond over 30 stitches of individual wires per
second, and are expected to work 24/7, 360 days a year with little human interface. As
such, there is effectively no room for any error in the Ball Bonder Handling Systems.
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Customer A is the largest player in the wire bonding equipment market.
According to the Industry Report, Customer A has a consistent, historical
recognition for being technologically advance, reliable and robust for its ball
bonders. The high degree of accuracy, reliability and performance of Customer A’s
ball bonders rely heavily on the quality and performance of the critical sub-systems.
Leveraging our technical competences, engineering capability, sophistication of design
and quality of high-tech machines production, we are able to build sub-systems that
meet the stringent technical specifications and strict quality standard of Customer A.
As such, we have been the supplier of Customer A for approximately 18 years, and had
not received any complaint from Customer A on any material product quality issue up
to the Latest Practicable Date.

In view of the stringent technical specifications and strict quality standard of the
sub-systems for ball bonders, we believe that it is unduly burdensome and difficult for
Customer A to seek alternative suppliers. According to the Industry Report, the global
wire bonder handling system contract manufacturing industry is highly concentrated,
in which we held a dominant position with a global market share of approximately
51.8% in terms of sales revenue in 2016 and the other four key market players
accounted for market share of approximately 27.2% in terms of sales revenue in 2016.
Given there are only a few players with track records and proven capabilities in the
global wire bonder handling system contract manufacturing industry and we are the
dominant market player, we believe that it is logical for Customer A to purchase from
us and it would be difficult for Customer A to seek alternative suppliers. Based on the
above, it is expected that we will continue to retain Customer A’s business through the
quality and robustness of its sub-systems, as well as value-added engineering
capability.

(¢) In addition to offering sub-systems, our Group also provides value-added engineering
services

Attributed to our engineering expertise and research and development
capabilities, we also continuously provided value-added engineering services such as
suggestions on improving performance parameters of Customer A’s machines. We also
work collaboratively with Customer A at the development stage of Customer A’s new
generation machines. Our Directors are of the view that this kind of collaboration,
which underscores Customer A’s product quality, reinforces the partnership between
Customer A and us.

We have continuously enhanced the price competitiveness of the Ball Bonder
Handling Systems offered to Customer A, while maintaining profitability,
notwithstanding that the Ball Bonder Handling Systems are more sophisticated and
harder to manufacture owing to the tighter tolerance of the performance parameters.
Having considered the long-term business relationship with, during which we have
acquired an in-depth understanding of Customer A’s ball bonder as well as the
requirements of Customer A’s customers, and the awards granted by Customer A, our
Directors are of the view that it is well-positioned to continue to provide valuable
supports to Customer A in improving its machines and price competitiveness.

— 141 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

(d) The cost of switching suppliers for Customer A is relatively high

Our Directors are of the view that the cost of switching suppliers for Customer A
would be relatively high, for the following reasons:

(1)

(i)

SPE machines (such as ball bonders), as well as their critical sub-systems, are
sophisticated and demand a high degree of accuracy, reliability and
performance. Any performance failure of the SPE machine or its sub-
systems would affect the entire production line of semiconductor device,
which can cause severe economic losses for semiconductor device
manufacturers using such unstable quality equipment. In view of the severe
consequences, “Copy Exact”' approach is commonly used in the
semiconductor industry to assure product quality, and SPE manufacturers
(such as Customer A) would choose their suppliers meticulously to ensure the
suppliers meet the “Copy Exact” requirements. As such, the qualification
process of new suppliers is very costly and time-consuming, as the new
suppliers are required to adopt the SPE manufacturers’ design and process
under the “Copy Exact” approach. To the best knowledge of our Directors, it
may take up to approximately three years for Customer A to go through the
qualification and certification process to approve a new supplier for its
critical sub-systems. In view of the risk associated therewith, the lengthy
qualification process and the strict quality requirement, the SPE
manufacturers generally tend not to change their suppliers once the sub-
systems supplied to them are proven reliable. In view of the above, our
Directors consider that Customer A will continue to procure the sub-systems
from us and it would be unduly burdensome for Customer A to switch
suppliers within a short period of time.

We have been able to continuously reduce the costs of the Ball Bonder
Handling Systems offered to Customer A, mainly attributable to (i) our
manufacturing facilities in the PRC, which enables us to take advantage of
the lower production costs; and (ii) our in-depth understanding of Customer
A’s ball bonder products as well as the requirements of Customer A’s
customers through long-term partnership with Customer A, which enables us
to continuously improve production techniques and the price
competitiveness. This in turn enables Customer A to offer competitive
pricing to its customers. As such, our Directors believe that changing
suppliers may potentially lead to an increase in material costs for Customer
A, which may affect its competitiveness.

“Copy Exact” is a technology transfer methodology aiming to ensure efficient and accurate transfer of

research results to production and consistent yield at any factory, as well as improve consistency in
quality performance between different factories, through methods such as requiring factories to use the
exact manufacturing equipment and procedures that have been adopted in the research labs

— 142 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

(i11) Handling systems of wire bonders are sophisticated components subject to
test for reliability and robustness over a long period of time. These sub-
systems need to be fine-tuned and constantly upgraded over many years in
order to attain maximum efficiency and effectiveness. Given the resources
devoted by a new supplier, it is expected that Customer A would have to pay
for a considerably higher price in purchasing sub-systems at an acceptable
quality level from a new supplier.

Our Directors believe that it would be unduly burdensome and difficult for
Customer A to find an alternative supplier that is comparable to us due to: (i) the
consistent high quality and robustness of our Ball Bonder Handling Systems, which we
have taken years to continuously develop the empirical and holistic knowledge
required in order to fine-tune the quality and performance; (ii) our continuous
contribution of value-added engineering services such as suggestions on improving
performance parameters of Customer A’s machines; (iii) our involvement in the
development stage of new generation machines of Customer A; and (iv) our effort in
continuously reducing the cost of Ball Bonder Handling Systems offered to Customer
A.

To conclude, based on (i) our longstanding business relationship with Customer A
for approximately 18 years; (ii) we are the principal supplier of Ball Bonder Handling
Systems for Customer A’s ball bonders, which represented the largest portion of the
equipment business of Customer A; and (iii) we are one of the major players in the
contract manufacturing handling systems for wire bonding equipment in terms of sales
revenue, our Directors believe that Customer A and our Group have a mutually reliant
business relationship, at which the interests of our Group and Customer A are aligned.
While our Group derives sales revenue from Customer A, Customer A benefits from
the reliable and competitively priced sub-systems, as well as the value-added
engineering services, offered by us.

Continuity of business relationship with Customer A

Ball bonding accounts for approximately 90% of the entire wire bonding market, and
wire bonding is the dominant process used in the semiconductor back-end processes. In
addition, according to the Industry Report, there is no sight of any disruptive technology
that might replace wire bonding in near future. In view of the significance of ball bonders
for the semiconductor industry and the dominant position of Customer A in the global wire
bonder market, it is unlikely that the demand for Customer A’s ball bonder products will
decrease significantly in the near future. As such, we expect that our sales to Customer A
will remain stable over the next few years in light of our longstanding mutually reliant
business relationship with Customer A and the consistent high quality and robustness of
our sub-systems. In particular, having considered that Customer A has approached and
consulted us at the development stage of its equipment products, our Directors are of the
view that this kind of co-development underscores our business relationship with Customer
A and makes it unproductive to break.
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Ability to reduce reliance on Customer A

The revenue of the worldwide EMS market has been increasing for last few years and
reached approximately US$328.9 billion in 2016. The industry supplies a range of products
including computers, communications equipment, medical devices, consumer devices,
automotive parts, etc. In particular, according to the Industry Report, the global market
size of SPE industry, which we principally engaged in, is about US$41.2 billion in 2016, and
it is expected to grow with a CAGR of approximately 2.6% over the next five years given
the continuous increasing demand from areas beyond the traditional need of data, such as
cognitive computing, neuromorphic computers, artificial intelligence, robotics and internet
of things.

We are currently focusing in a fast growing semiconductor sector in the Far East that is
undergoing geographical change mainly caused by the PRC government’s determination to
develop domestic semiconductor industry. It is expected that China will be one of the
largest markets in terms of total revenue in SPE manufacturing. We are of the view that the
consequential significant migration of the semiconductor industry to China creates business
opportunities for our Group, a Singapore company (which is commercially and culturally
congenial to multinational companies) with proven manufacturing capabilities and
capacities in China.

Japan has been an important market for SPE sales. As of 2016, the Japanese market
accounted for approximately 11.2% of the global market size of SPE industry in terms of
revenue. Besides the significant share of global SPE market, Japan’s SPE market has shown
an overall growth trend over the past five years. Between 2012 and 2016, market size of
Japan’s SPE market in terms of revenue increased at a CAGR of 7.9%. Moreover, there are
many world leading Japanese SPE companies, whose production capacity has been
handicapped owing to demographic reasons and the shrinking population of Japan.
Therefore, it is considered that such companies will benefit significantly from using EMS
providers (such as our Group) to increase their capacities. In addition, owing to Japanese
legacy of cultural and political differences with China, the SPE companies in Japan face
difficulties in operating in China where there is market and plentiful supply of trainable
labour. In this regard, our Group, which is a Singapore company headed by Singaporean
leaders with proven manufacturing capabilities in China, is well-positioned to capture the
business opportunities in the Japanese market by offering quality, competitively priced
services to SPE companies in Japan.
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In view of (i) the growth of the SPE market; (ii) the PRC government’s determination
to develop domestic semiconductor industry; and (iii) the business opportunities in the
Japanese market, our Group is set to expand its business through the following strategies by
capitalising its competitive advantages:

(a) Diversifying through existing customer base

As a well-established contract manufacturer in the semiconductor back-end equipment
industry, we have a diversified customer base with approximately 15 active customers for
our EMS segment, including world-class companies in the SPE industry. We believe that
some of our customers may outpace Customer A in view of their revenue, profitability and
technology expertise (such as Customer B, Customer C and Customer D with combined
revenue of approximately US$10.8 billion, US$4.4 billion and US$5.7 billion, respectively,
in 2016). In view of the growth of the SPE market, we have been, and will continue, securing
business opportunities from our existing and former customers as and when appropriate.
To cope with the business expansion, we intend to enhance our engineering capability as
well as manufacturing capacity through the following: (i) broadening our technological
competence through, among others, the merger and acquisition of companies with
empirical/holistic skills and technologies; (ii) expanding our manufacturing capacity.
Please refer to the section headed “Business — Our Business Strategies” for details of our
strategies which we believe will diversify our customer base.

(b) Expanding into the Japan, the United States and Europe market

In view of the potential of the Japan market and the difficulties encountered by the
SPE companies in Japan (such as a shrinking population), we have seized such
opportunities and started exploring the Japan market by establishing a subsidiary in
Japan in June 2015. Since then, we have successfully secured orders from notable Japanese
SPE manufacturers, such as Customer F. Other than the semiconductor industry, we also
target to serve Japanese companies in the other sectors such as the test and measurement
and general industrial sector. We believe that having successfully entered into the Japan
market, where we consider the demand for SPE contract manufacturer to be high, would
enable us to further diversify our customer base and enhance our market penetration. As
such, we intend to enhance our marketing efforts in Japan by setting up a new sales office,
recruiting additional sales staff and service engineers to cope with the business expansion in
Japan.

We also intend to expand our market share in the United States and Europe. For
details of our future plans to expand our market in the United States and Europe, please
refer to the section headed “Future Plans and Use of [REDACTED]”.

(c) Diversifying into other industries

Other than the semiconductor industry, we have also served companies in non-
semiconductor industries. We intend to leverage on (i) our diversified customer base with
companies engaging in non-semiconductor industries; and (ii) our experience and strengths
in manufacturing for the semiconductor industry, particularly our capabilities attained in
the semiconductor back-end equipment industry, and diversification into the test and
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analysis equipment for other industries, such as industrial, medical, communications and
aviation industries, which also require a high degree of accuracy, reliability and
performance. In this regard, we intend to enhance our marketing team with focus on this
industries diversification.

(d) New business opportunities through [REDACTED] investor

Diamond Wealth, as our [REDACTED] Investor, held approximately 42.9% of the
issued share capital of our Company as a the Latest Practicable Date. Benefiting from the
business network of the [REDACTED] investor, it is expected that more new business
opportunities will be available to our Group, particularly in the PRC, thereby enabling us
to diversify our customer base by capitalising on the growth in Chinese market. For
instance, one of our new customers in 2017 was introduced by our [REDACTED)] investor.

(e) Business expansion through strategic acquisition opportunities

In tandem with the rapid development of the semiconductor industry in the PRC, and
leveraging on our advantageous position to collaborate with SPE companies in Japan, we
intend to seize the opportunities to work with Japanese enterprises, especially with small
and medium enterprises, to exploit the growing Chinese market to increase our revenue. We
intend to strengthen our market position as an EMS manufacturer through the acquisition
of profitable companies with empirical/holistic skills and technologies, which to our belief,
increase our revenue. More importantly, we believe that acquisition with companies with
empirical knowledge and holistic skills will broaden our engineering and technological
knowledge which is essential for sustainable growth in the future. The companies that we
target for mergers and acquisitions include precision machine frame fabricators, sheet metal
fabricators, engineering plastic components and machining of complex configurations of
engineering plastic components and surface treatment factories. Our Directors confirm
that, as at the Latest Practicable Date, we have not identified any target for strategic joint
venture or acquisition.

Our Directors are of the view that our long-term business relationship with Customer
A, the largest player in the wire bonding equipment market, coupled with our clientele of
world-class companies in the high-tech SPE industry, can be regarded as an accreditation
indicating that we have the capability and propensity to grow. As such, our Directors
believe that our business and growth prospects will remain positive going forward. We are
confident that while our sales to Customer A will likely to remain stable over the next few
years in view of the longstanding and mutually reliant business relationship between us and
Customer A, our reliance on Customer A will be gradually alleviated through the increase
of revenue from other customers along with our business growth. Therefore, we believe our
relationship with Customer A will not affect our business prospects.
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Sustainability of our business

Despite our Group’s reliance on Customer A and in view of the above, in particular (i)
our mutual and complementary business relationship with Customer A; (ii) that we are
capable of maintaining our business in the near future in light of the positive outlook of the
global semiconductor market; and (iii) our plan to further diversify our client base and
reduce our reliance on Customer A, our Directors consider that our Group’s business model
is sustainable despite such customer concentration. In the unlikely event that Customer A
substantially reduces the number of purchase orders or terminates its business relationship
with us, our Directors consider that we will have sufficient capacity to handle purchase
orders from new customers.

PRICING POLICY

Our pricing policy is based on a cost-plus pricing model. In determining the selling
prices of our products/services, we take into consideration an array of factors, including our
customers’ loyalty and our business relationship with them, as well as our costs of
procurement and production. We also review and adjust our selling prices based on market
competition and the general market trend. Our customers may require us to source material
from nominated suppliers and room of mark-ups may be limited, which may affect our
profitability.

Our overall gross profit margin was approximately 23.9%, 20.5% and 19.2% for each
of the three years ended 31 December 2017, respectively. We consider that the fact that our
pricing policy has taken into account our cost of sales and targeted margin percentage is the
key success factor in maintaining a reasonable profit margin for our Group.

CREDIT POLICY

Our Group generally grants our customers a credit period ranging from 30 to 90 days
from the date of invoice. The length of the credit period varies on a case-by-case basis
depending on: (i) the customer’s reputation and credibility; (ii) the customer’s payment
history; and (iii) the customer’s business relationship with our Group.

During the Track Record Period, our Group did not experience any material difficulty
in collecting payments from our customers.
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KEY TERMS WITH CUSTOMERS

Our Group is generally engaged by our customers on an order-by-order basis by
placing purchase orders, instead of entering into long-term contract which impose purchase
commitments. Our Directors consider that such arrangement is in line with the common
industry practice. The terms of each purchase order may be different and are based on
negotiations with respective customers. The principal contract terms of a typical purchase
order are summarised as below:

Principal terms Summary

Specifications . The purchase orders from our customers typically set
out specifications, quantities and pricing

Delivery . We deliver the products to the production facilities of
the customers via freight and all seagoing vessels

Credit terms and . Our customers usually make payment in USD to us 30
payment terms to 90 days upon invoice and by way of bank transfer or
cheques
Product warranty . We usually provide one year warranty against defective
workmanship

Major terms of master framework agreements with customers

For both EMS and ODM Division, we generally do not entered into any long-term
agreements which impose purchase obligations with our customers. We have entered into
master framework agreements with some of our EMS customers which set out the principal
terms of the sales arrangement and the terms of each transaction (such as price, quantities,
payment terms and delivery schedule) will be set out in the purchase order of each
transaction. Our Directors are of the view that such arrangement is common within the
industry given we are in an industry which is subject to rapid technological changes and
improvements. The major terms of a typical master framework agreement are set out below:

(a) no binding purchase commitments are made in the master framework agreement.
All purchases and services are initiated by the issuance of written purchase orders,
subject to the terms and conditions of the relevant master framework agreements;

(b) we will manufacture the products in accordance with the customer’s specifications
and in accordance with the terms and conditions of the master framework
agreement;

(c) we will keep confidential any information disclosed by the customer in connection
with the agreement, including the technology and know-how relating to the
manufacture of the products;
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(d) the customer has the exclusive ownership to all right, title and interest in
intellectual property rights relating to the products manufactured by us;

(e) we will be held liable for any defects in the supply or manufacture of our
customer’s products caused by us and any failure to manufacture the products in
accordance with our customer’s specifications; and

(f) our customer will have the right to terminate the agreement if we fail to
manufacture products according to the specifications or otherwise materially
breaches the agreement.

During the Track Record Period, we did not enter into any master framework
agreement with our ODM customers.

During the Track Record Period, we had not received complaints from any of our
customers regarding our product quality which may have a material adverse impact on our
business.

RAW MATERIALS AND SUPPLIERS
Raw Materials

We do not produce all the components or parts that we use for our production and we
source some of them from independent third-party suppliers. Upon confirmation of order
from customers, we seek quotation from our suppliers. We generally have two to three
suppliers for each type of raw materials. We believe that this practice minimises the risk of
default for each type of raw materials and we could compare and negotiate terms of
quotations with suppliers for better cost control. Our material team will then issue purchase
requisitions and purchase orders to our suppliers according to the ERP run results. We
generally make our purchase on a back-to-back basis that we only place order with our
suppliers based on the volume of purchase orders and our production planning.

The principal raw materials we procure from our suppliers are commercial items which
are ready-made items and fabrication items which are made according to specifications of
our customers. During the Track Record Period, major commercial items we purchased
include cable assemblies, motion controls, motors and printed circuit boards and assemblies
and major fabricated parts we purchased include machining parts.

During the Track Record Period, we purchased our raw materials from the PRC,
Singapore, Japan and Malaysia.
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Management of our Suppliers

We select our suppliers based on quality, pricing, capability, delivery and
responsiveness. Our suppliers are surveyed and selected through a process of formal
audits and qualification by our supplier quality engineers. As at the Latest Practicable
Date, we had more than 200 active suppliers. Some of them are nominated by our
customers. In general, we are granted credit period from 30 days to 90 days by our
suppliers. We closely monitor the quality of all materials provided by our suppliers to
ensure that the stringent requirements of our customers are reached. For further details,
please see the section headed “Quality Assurance” below. Generally, where the raw
materials fail to meet the standards stipulated in our supply agreements, we are entitled to
replacement at our suppliers’ own costs. In the event that our suppliers notify us of delay or
shortage of supplies, we will inform our customers immediately and discuss with customers
for a solution, usually either by adjusting the delivery schedule or source from alterative
suppliers.

Top suppliers

For the three years ended 31 December 2017, purchases from our five largest suppliers
accounted for approximately 19.3%, 25.2% and 26.8% of our Group’s total cost of
purchases, respectively. All of our five largest suppliers during the Track Record Period are
Independent Third Parties. Our Directors do not consider our business as dependent on our
suppliers. As of the Latest Practicable Date, our top suppliers had approximately 3 to 9
years of relationship with our Company. Our Directors believe that we have maintained
stable business relationships with our top suppliers.
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The table below sets forth the details of our five largest suppliers during the Track

Record Period:

For the year ended 31 December 2015

Transaction amount
and approximate

Years of percentage of our
Products we Background and business Typical credit terms Group’s total
Supplier purchased principal business relationship  and payment method purchases
S$°000 %
Supplier A Linear guide Incorporated in Singapore, 9 90 days upon date 4,794 7.1
bearings and Supplier A supplies of invoice
slide assemblies Linear motion products payable by
cheque
Supplier B Mount machining  Incorporated in the PRC, 8 90 days upon date 2,275 34
Supplier B supplies of invoice
machining components payable by bank
transfer
Supplier C Tubing components  Incorporated in Singapore, 9 60 days upon date 2,257 34
Supplier C supplies of invoice
pneumatic components payable by
cheque
Supplier D Ball bearings Incorporated in Singapore, 3 90 days upon date 1,796 2.7
Supplier D supplies of invoice
linear motion products payable by
cheque
Supplier E Sensors and circuit ~ Supplier E is a group 9 45 days upon date 1,795 2.7
boards company of a of invoice
Singapore-based group payable by bank
that supplies printed transfer
circuits assembles
Sub-total 12,917 19.3
All other suppliers 53,871 80.7
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For the year ended 31 December 2016

Transaction amount
and approximate

Years of percentage of our
Products we Background and business Typical credit terms Group’s total
Supplier purchased principal business relationship  and payment method purchases
S$°000 %
Supplier A Linear guide Incorporated in Singapore, 9 60 days upon date 4,479 6.2
bearings and Supplier A supplies of invoice
slide assemblies Linear motion products payable by
cheque
Supplier D Ball bearings [Incorporated in Singapore, 3 60 days upon date 4,085 5.6
Supplier D supplies of invoice
linear motion products] payable by
cheque
Supplier F Clamps, jaws and ~ Incorporated the PRC, 8 60 days upon date 3,642 5.0
brackets Supplier F supplies of invoice
machining products payable by bank
transfer
Supplier G Brackets machining  Incorporated the PRC, 390 days upon date 3,310 4.6
and base Supplier G supplies of invoice
machining machining products payable by bank
transfer
Supplier E Sensors and circuit ~ Supplier E is a group 9 45 days upon date 2,731 3.8
boards company of a of invoice
Singapore-based group payable by bank
that supplies printed transfer
circuits assembles
Sub-total 18,247 25.2
All other suppliers 54,173 74.8
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For the year ended 31 December 2017

Transaction amount
and approximate

Years of percentage of our
Products sold to the  Background and principal business Typical credit terms Group’s total
Supplier customer business relationship ~ and payment method purchases
S$°000 %
Supplier A Linear guide Incorporated in Singapore, 9 60 days upon date 0,520 6.6
bearings and Supplier A supplies of invoice
slide assemblies Linear motion products payable by
cheque
Supplier F Clamps, jaws and ~ Incorporated the PRC, 8 90 days upon date 5,023 5.7
brackets Supplier F supplies of invoice
machining products payable by bank
transfer
Supplier D Ball bearings Incorporated in Singapore, 3 60 days upon date 5,475 5.6
Supplier D supplies of invoice
linear motion products payable by
cheque
Supplier G Bracket machining  Incorporated the PRC, 390 days upon date 5,109 5.2
and base Supplier G supplies of invoice
machining machining products payable by bank
transfer
Supplier E Sensors and circuit ~ Supplier E is a group 9 45 days upon date 3,034 3.7
boards company of a of invoice
Singapore-based group payable by bank
that supplies printed transfer
circuits assembles
Sub-total 26,361 26.8
All other suppliers 72,051 73.2
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KEY TERMS WITH SUPPLIERS

We generally do not enter into long-term supply agreements but procure raw materials
on an order-by-order basis. We set forth below a summary of the key terms of our purchase
orders to our suppliers during the Track Record Period:

Principal terms Summary

Specifications : The purchase orders typically set out the specifications,
quantities and pricing.

Delivery and inspection :  Our suppliers usually deliver the raw materials to our
production facilities via seagoing vessels and/or trucks.
We are entitled to inspect the raw materials upon
delivery.

Payment terms . We generally settle our purchases with our suppliers in
RMB or USD. In case where settlement in foreign
currency is required, exchange rate is fixed at the time
we enter into a contract with a supplier. We usually
make payment to our suppliers by way of cheques or
bank transfer.

Credit terms . Our suppliers typically provide us with credit terms
ranging from 30 days to 90 days from the date of
invoice.

During the Track Record Period, save as disclosed in this document, none of our
Directors or their respective associates or any Shareholder (whom to the best knowledge of
our Directors owns more than 5% of the issued Shares) had any interest in any of our
Group’s five largest suppliers.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any shortage or delay, price fluctuations or quality issues of materials that
materially affected our business and production.

During the Track Record Period, we engage third-party service providers for some of
our manufacturing processes such as gold plating, surface treatment and painting as we do
not possess the necessary equipment. For each of the three years ended 31 December 2017,
the amount we paid to these service providers represented less than 2% of our total cost of
sales. We selected our service providers after taking into consideration of factors such as
intellectual property protection, reliability, production capacity, product quality and price.
We send our quality assurance personnel to our service providers’ facilities to ensure the
semi-finished products will adhere to our stringent quality requirements. Also, our service
providers are required to sign a non-disclosure agreement before engagement pursuant to
which they undertake to protect the confidentiality of the intellectual properties of us and
our customers.
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Generally, we do not enter into any framework agreement nor long term arrangement
with our service providers and we only engage them on an as-needed basis.

QUALITY ASSURANCE

We are committed to meet our customers’ satisfaction and continuously seek to
provide excellent quality and value to our customers. We adopt the philosophy of “built-in
quality” as we believe that by the time of inspection, the quality of our product has already
been determined, and therefore already too late to rectify. Therefore, our quality assurance
approach aims to control variables within our production process, from precision of tools
used by our technicians to assembly methods, to ensure each element of our product meets
our quality standards at every increment throughout the production.

In order to achieve consistently high quality control standards, we have a quality
assurance team comprising 22 members covering our Singapore operations and 39 members
covering our PRC operations as at the Latest Practicable Date.

Quality assurance procedures are in place at each stage of our production as follows:
Customer requirement management

The initial stage of our quality management system is to understand our customers’
requirements and to identify characteristics of such requirements that are critical to quality.
This is done through a review of drawings, samples, bill of materials and specifications
provided by our customers.

Supplier Management

We demand stringent quality standards from our suppliers. We have a supplier quality
engineering team who is responsible for qualifying and assessing suppliers. We maintained
an approved suppliers list. We conduct annual audit on our suppliers to ensure they meet
our requirements. For new suppliers, it is our policy to conduct on-site inspections at the
factories of the selected suppliers before they become our approved suppliers. Similarly,
when we are sourcing a new component/part from an existing supplier, visit to our
suppliers’ factories will also be made. We will also conduct first article inspection during
which we measure every dimensions of the components/parts and compare the results with
our inspection plan which specifies the acceptable variance limits. In order to foster a close
working relationship with our suppliers, we review the quality performance of our suppliers
regularly and provide feedback to them to enable them to assess their own performance and
make further improvements where necessary.

Incoming Quality Assurance

After we place an order for a component/part, in order to ensure that materials
purchased from our suppliers meet the specifications, quality and functionality required
and that there are no non-conforming materials being used, we conduct incoming quality
check upon receipt of the materials according to our product inspection control procedure.

- 155 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

This may involve batch inspection of delivered materials to ensure that specifications are
met. During our inspection, measurements of critical characteristics are made and recorded.

If the materials do not pass our inspection, a reject report detailing the types and
quantity of failure will be prepared for investigation by our material review board
comprising members from different departments. Depending on the nature and extent of
failure, we will return the materials to our suppliers for replacement or rework. We have a
monitoring system in place to measure our suppliers’ lot acceptance rate that we will review
regularly.

In addition, our technicians are also taught to inspect parts and components before
they assemble them. Instructions about identifying visual and minor defects such as surface
finishing and colour patch of parts. These checks for input conditions will allow us to
address deviations at the earliest opportunity before they are complicated into major
defects. If defects are found, our technicians will alert the material quality assurance
personnel with a report detailing the problem identified, suggested disposition of the faulty
part or component. The report will then be reviewed by the material review board which
comprise personnel from our production, engineering, quality assurance and procurement
department. Our material review board will then analyse the cause and devise containment
plan. Where necessary, we may also notify and follow up with our suppliers for corrective
and preventive actions.

In-line Quality Assurance

We integrate quality assurance procedures with the manufacturing process for our
EMS division. Please refer to the section headed “Our Manufacturing Process — EMS
Division” for our in-line quality assurance of the EMS Division and the Automated
Equipment Department of our ODM Division.

Outgoing Quality Assurance

At this final stage, the completed products will again undergo a functional test as well
as visual and mechanical inspections in accordance with quality assurance checklist by our
experienced quality assurance personnel. We may also test our products with testing
equipment provided by our customers. Records of inspections are provided and attached to
each shipment. We will arrange shipment of finished products if they have matched
acceptable quality level set by our customers. To ensure customer satisfaction, we conduct
full inspection (i.e. 100% inspection) of our products. If the finished products do not pass
our quality inspection, our engineering team will be notified to investigate the cause
promptly.

Work Environment

In addition to the production processes, we believe that work environment is also a
critical element of quality assurance. In order to minimise distractions to our technicians,
movement of our technicians in the production area are restricted that our technicians are
required to follow a timetable with time slots assigned for recess. We also require our
technicians to maintain neatness of their work stations.

- 156 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Continuous Improvement

In order to maintain our competitiveness, continuous improvement is essential. Our
approach aims to motivate all employees, from engineers to assembly workers, to
contribute to our improvement. We have incentives program for our employees for
meaningful suggestions for improving our production. Our assembly workers may make
suggestions on our assembly method to address issues they come across. These suggestions
will then be reviewed and reflected in the work instructions we provide to our assembly
workers. We believe that the cross-functional involvement between departments will
increase our overall productivity. We also aim to achieve a certain number of improvement
every quarter.

Our commitment to quality was recognised when our quality management system first
became ISO certified in June 1999 and we have updated our certification to ISO9001:2015
in November 2017. We have implemented a quality management system which is designed
with an overall objective of defect prevention and continuous improvements. As part of our
ongoing compliance with our ISO 9001:2015 certification requirements, we conduct
internal quality audits and management reviews of our quality system periodically. In
addition, we have external quality reviews by independent third parties twice a year.

The effectiveness of our ISO-certified quality assurance approach is validated by our
relationship with our customers, some of which are leading companies in areas and several
awards from our customers. For details of our relationship with our customers and awards
and accreditations we obtained, please refer to the section headed “Customers” and
“Awards and Certifications”.

PRODUCT WARRANTY

For both EMS and ODM customers, we provide a one-year warranty against defects in
workmanship, generally from the date of delivery or the date of machine buy-off. When a
customer makes a complaint of defect after the machines or sub-systems are shipped to our
customer, we will send our technical personnel to our customer’s factories to investigate the
cause of defects. If the defects is caused by defective components or parts, we will replace
faulty components or parts. We would subsequently return the defective components or
parts under warranty to the relevant supplier for exchange, subject to their investigations,
and the relevant supplier normally bears the related costs under the purchase order. If the
cause of defects is due to mishandling by customer, we may charge our customer upon
investigation for our expenses on investigating the defects.

It is our policy to make provision for warranties based on our sales and past experience
with the estimated level of repairs and reworks. For the three years ended 31 December
2017, the provision for warranty amounted to approximately S$0.2 million, S$0.1 million
and S$0.1 million, respectively. For the same periods, our warranty claims amounted to
approximately S§0.2 million, S$0.3 million and S$49,000, respectively.

Our Directors confirm, during the Track Record Period, that we had not experienced
any material dispute or complaint arising from or in connection with the quality of our
products.
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INVENTORY, WAREHOUSING AND LOGISTICS
Inventory and Warehousing

We have production facilities in Singapore, the PRC and the Philippines. For details,
please refer to the section headed “Business — Properties” in this section.

Our inventory mainly comprise raw materials for production, work in progress and
finished goods. It is our policy to maintain an optimum inventory level to minimise our
stock holding cost. To effectively monitor our inventory level, we adopt measures and
procedures as follows:

e we generally only keep inventory of raw materials which are for immediate use to
meet the needs of our production;

e  We generally making our purchase on a back-to-back basis or based on our
forecast provided by our customer specifying their estimated demand for our
products for a certain upcoming period, which enables us to better plan our
purchasing and manufacturing activities;

e we employ ERP software to track inventory levels which enables us to control the
movement and storage of inventory in our facilities so that we can make
procurement plans based on our business needs and our production planning;

e we generally do not keep inventory of finished products in anticipation of order;
e our inventory level is closely monitored through the use of ERP system;

e we perform physical stock-take regularly and it is our policy to conduct 100%
physical count of selected items and to reconcile the physical count quantity
against system quantity.

Our inventory is stored in air-conditioned rooms arranged by sections assigned to
customers.

Logistics

We engage logistic service providers or forwarders which may be nominated by
customers for delivery of our products. For special products, we may engage professional
packaging house to package before shipping to our customers. The usual logistic terms of
sale are FCA or ex-factory.

During the Track Record Period and up to the Latest Practicable Date, our Group did
not experience any material adverse impact on our operations as a result of failure to meet
delivery schedules of our customers.
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SALES AND MARKETING

In addition to customer servicing, our customer service team is also responsible for
sales and marketing of our Group. In this regard, apart from project management, our
customer service team has two major functions: to “search” and to “interest and secure
customers”. In search of prospective customers, we attend industry exhibitions around the
globe such as SEMICON to maintain and enhance our brand awareness and to identify and
collect contacts of leading original design manufacturers which have the need and
propensity to outsource their manufacturing to Asia. We also place advertisements on trade
journals and engage search engines optimization companies to enhance our online visibility.
The personnel of our customer service team will present to the prospective companies the
benefits and values we can bring to them by writing introductory emails. We may also
arrange prospective customers to visit our production facilities. Upon success in attracting
the interests of the prospective customer, our customer service team will start to work with
them with pilot projects. When the pilot project is successfully carried out, our customer
service team will appoint the liaison person for the management of all future business.

Currently, we have a sales office in Japan as we see strong market potential for our
EMS segment in the Japan market. We intend to further strengthen our market effort in
Japan. In light of the favourable industry development, we also plan to leverage our
competitive advantages to expand our market share in the United States and Europe. For
further details of our business strategies, please refer to the section headed “Business
Strategies” above.

HEALTH AND SAFETY

We are required to comply with various occupational health and safety laws and
regulations in Singapore, the PRC, Japan and the Philippines.

We value our employees as important assets of our Group and we strive to build a safe
working environment for our employees. Our Group has established procedures and
implemented work safety rules staff handbook for our staff to follow. In addition, our
Group provides our employees with occupational safety education and training to enhance
their awareness of safety issues. There are banners and posters around our facilities to
remind and promote safety awareness. Additionally, we provide health and safety
orientation to every new hire. Protective personal equipment such as mask and clean
room attire are provided to operators if necessary. A government-authorised external work
safety consultant visits our production facilities in Singapore and conduct inspection to
ensure we are in compliance with the applicable occupational safety laws and regulations.
We are bizSAFE certified by the Ministry of Manpower in Singapore. A safety committee
comprising members of different department is established to regularly review the
occupational safety level of our operations. We also hold regular meetings between our
safety committee, managers and staff of different departments.

During the Track Record Period and up to the Latest Practicable Date, our Group did
not experience any significant incidents or accidents in relation to workers’ safety or any
non-compliance with the applicable laws and regulations relevant to the work safety and
health issues.
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RESEARCH AND DEVELOPMENT

We consider our research and development capabilities as one of our competitive
strengths which allow us to continue to offer engineering value-added services to our
customers.

Our R&D Activities

We consider our R&D capability is one of our competitive advantages and we strive to
augment this competitive advantage continuously. Our R&D team also continuously
monitor technological advancement in the industry to keep our knowledge up-to-date and
relevant with our customers’ new generation products. In particular, as a major footstep of
strengthening our R&D capability, we have established a state-level enterprise technical
center in Nantong, the PRC which is recognised by the Nantong City Economic and
Information Technology Committee. As at the Latest Practicable Date, we have 17
members in our technical centre, led by our general manager to perform our R&D
functions. In addition, we also have a R&D team of 11 members in our Singapore
headquarter comprising members with tertiary and postgraduate qualifications in different
disciplines. Also, we gather market intelligence from our customers and participating
industry events to identify desired machine performance parameters and market needs
which are not satisfied and form a team comprising expertise from different engineering
disciplines for each initiative. We also carry out projects which aim to research and develop
new functions of machines to enhance equality and productivity for customers.

As R&D work invariably requires a broad spectrum of expertise, we intend to tap onto
research institutes in the future. By doing so, we believe that we can minimise our
expenditure on R&D manpower and test machines and at the same time receive R&D
knowledge of a very high standard. Our R&D capability is recognised by our customer
portfolio which comprise companies with established presence globally. Please refer to the
section headed “Business — Our Customers” for background of our customers. For details
of our future plans to further expand our R&D efforts, please refer to the section headed
“Business — Our Business Strategies”.

R&D Policy

For the three years ended 31 December 2017, we have incurred development costs of
approximately S$4.2 million, S$3.6 million and S$2.6 million, respectively. Development
costs represent amounts incurred for the production and development of new and improved
automated machines.

Our development costs are capitalised and deferred in the balance sheet only when we
can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to compete and its ability to use or sell the asset, how
the asset will generate future economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during the development. Product
development expenditure which does not meet these criteria is expensed when incurred.
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Deferred development costs are stated at cost less any impairment losses and are
amortised using the straight-line basis over the commercial lives of the underlying products
not exceeding three years, commencing from the date when the products are put into
commercial production.

ENVIRONMENTAL MATTERS

Our production facilities in Nantong generate sewage, for which we have implemented
environmental protection policies and obtained the relevant permits. For the three years
ended 31 December 2017, we have incurred approximately S$85,000, S$25,000 and
S$121,000 for compliance with applicable environmental protection rules and regulations.
Our PRC Legal Advisers advised that, during the Track Record Period and up to the Latest
Practicable Date, our Group had complied with all applicable laws and regulations on
environmental protection in the PRC.

INTELLECTUAL PROPERTY

We have branded our business by using “Kinergy” as our brand name. As at the Latest
Practicable Date, we were the registered owner of the trademark “ ==kl ” in Singapore.
We have also made an application for the registration of the trademark “ ==2kll& ” in Hong
Kong. We have also registered our domain name, www.Kkinergy.com.sg. As at the Latest
Practicable Date, we had 40 patents registered in the PRC and have made applications for
the registration of three other patents in the PRC. Detailed information of our intellectual
property rights are set out in the section headed “Intellectual property rights” in Appendix
VI to this document.

Maintenance of Confidentiality

In 2016, we made a compensation to one of our customers, Customer B, for an amount
of approximately S$6.9 million for leaking new generation product information of
Customer B. For the three years ended 31 December 2017, our sales to Customer B
accounted for approximately 23.2%, 4.6% and nil of our revenue and we provided
maintenance services to Customer B for the same period. The incident was due to one of our
employees who took a photo of the new generation product during an onsite visit at
Customer B’s production facility which led to a violation of the confidentiality agreement
between Customer B and us. There had been no litigation between Customer B and us in
connection with this incident. Pursuant to the settlement agreement, upon full payment of
the claim, Customer B will fully and forever release and charge us from any claims and
liabilities arisen out of the incident and such payment was fully paid in January 2017. Our
Directors confirm that no litigation had been or threatened to be initiated by Customer B
up to the Latest Practicable Date in connection with this incident.
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In order to maintain confidentiality of our customers’ intellectual property, we have
implemented the following measures:

physical access to certain areas such as production floor, storage and data room is
restricted;

log-in is required in order to access data stored in our server and activity log is
maintained;

we have entered into non-disclosure agreements with our employees pursuant to
which any breach will lead to termination of employment and liabilities;

only authorised personnel are permitted to bring their mobiles to the production
floor and where necessary, we provide phones with no camera to our personnels;

briefings and guidelines in relation to protecting customers’ intellectual property
are provided to employees;

surveillance cameras are installed in certain production areas; and

employees are required to complete a document request form to be approved by
designated personnel before printing out any technical drawings of our products.

In addition to designs and drawings, our customers may also provide us apparatus,
toolings and equipment for production and testing which are also considered as part of our
customers’ intellectual property. In this regard, we have adopted the following measures:

a register recording all apparatus, toolings and equipment from customers is
maintained; and

guidelines for usage, storage and disposal of apparatus, toolings and equipment
from customers are provided.

Save as disclosed in this document, during the Track Record Period and up to the
Latest Practicable Date, there had been no (i) reported leak or misuse of the customers’
designs, software, production moulds and/or intellectual property rights to external parties;
and (i) claims or threatened claims against us for breach of confidentiality agreements or
leak of customers’ intellectual property rights.
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EMPLOYEES

As at the Latest Practicable Date, we had 655 full-time employees. During the Track
Record Period, there had been no material change in the number of our employees. A
breakdown of our full-time employees by function and by geographical location, as at the
Latest Practicable Date is set forth below:

Number of Employees
Function Singapore  The Philippines The PRC Japan

Directors (excluding the
independent non-

executive Directors) 4 — — —
Finance and

administration 15 4 66 —
Sales and marketing 13 3 11 3
Design and engineering 10 8 43 —
Production 45 18 238 —
Quality Assurance 22 2 39 —
Material, planning,

procurement and

purchasing 14 1 26 —
Research and development 11 — 10 —
Inventory and logistics 20 2 27 —
Total 154 38 460 3

We generally recruit our employees from the open market and enter into employment
contracts with our employees. We offer remuneration packages which we believe to be
competitive to our employees. In addition to salaries, our employees who are retained after
the probation period are entitled to medical insurance coverage, discretionary bonus and
allowances, depending on the categories of staff. We provide a defined contribution to the
central provident fund as required under the laws of Singapore for our eligible employees in
Singapore. We also make contributions to pension insurance fund for our staffs in the PRC.

We incurred staff costs (including Directors’ emoluments) of approximately S$19.1
million, S$18.7 million and S$19.3 million for each of the three years ended 31 December
2017, respectively. We will review the performance of our employees and make reference to
such performance reviews in our salary and/or promotional review in order to attract and
retain talented employees.

Labour dispatch and labour outsourcing arrangements

For our production in the PRC, during the Track Record Period, we entered into
labour dispatch agreements with an employment agent which is an independent third party.
The labour dispatch agreements expired on 30 December 2017. As of 31 December of the
three years ended 2017, we had 2, 17 and 28 dispatched workers for our production in PRC,
respectively. Upon the expiration of the labour dispatch agreements, we have entered into
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labour sourcing agreements with another labour service provider, which is an independent
third party, for a term of one year commencing from 1 January 2018. Under the labour
dispatch agreements and the labour outsourcing agreements, we pay service fees to the
employment agent and the labour service provider, and they provide suitable workers for
our Group based on our job requirements. Under the relevant agreements, the employment
agent and labour service provider bear the social insurance and housing funds, other
welfare benefits of the workers in accordance with relevant PRC laws and regulations. For
the three years ended 31 December 2017, we paid service fees to the employment agent in
the amount of S$0.3 million, S$0.1 million and S$0.1 million, respectively. Our Directors
consider that flexibility in our manpower is essential because we are producing on a “high
mix, low volume” basis such that our orders vary highly on specifications which implies
often changing manpower requirements. Our Directors believe that these labour
outsourcing arrangement will provide us flexibility to manage our manpower that we do
not need to maintain a large pool of workers all the time.

As advised by our PRC Legal Advisers, there is no contractual relationship between us
and the workers under the labour dispatch arrangement and labour outsourcing
arrangement. The workers under these arrangements are employed by the employment
agent and the labour service provider, but not our Group. Our PRC Legal Advisers are of
the view that these arrangements with the employment agent and labour service provider
are in compliance with the applicable PRC laws and regulations in all material respects.

During the Track Record Period and up to the Latest Practicable Date, there had been
no material workplace accidents nor casualties in our operation in the PRC which may
materially and adversely affect the business of our Group.

We maintain good working relationships with our employees. There had not been any
labour strike within our Group during the Track Record Period and up to the Latest
Practicable Date. In order to promote overall efficiency, employee loyalty and retention,
our employees are given employee handbooks and are required to attend orientation
sessions when they first join us and may attend other training courses held onsite [or
externally]. They are also required to sign non-competition and confidentiality undertaking
in order to protect the intellectual properties of our customers.

INSURANCE

Our Directors consider our insurance coverage to be customary for businesses of our
size and type and in line with the standard commercial practice in the jurisdictions where we
have operations. We primarily maintain for our inventory, staff and machines and
equipment.

For each of the three years ended 31 December 2017, the total insurance costs incurred
by our Group amounted to approximately S$0.1 million, S$§0.1 million, and S$0.1 million,
respectively. Our Directors confirmed that, during the Track Record Period and up to the
Latest Practicable Date, we did not make any material claim in respect of the insurance
taken by us.
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MARKET AND COMPETITION

While our customers come from different sectors, our revenue was mainly derived from
our sales of wire bonder handling systems. According to the Industry Report, in terms of
the market for contract manufacturing handling systems used in wire bonders, our
Company held a dominant position as of 2016, having generated revenues of approximately
US$56.2 million, which accounted for 51.8% of the total market size. The top five players
of the global wire bonder handling systems contract manufacturing industry together took
up approximately 79.0% of the total market size.

Given (i) a sustainable demand for wire bonders as a result of continued expansion in
global semiconductor manufacturing capacities, and (ii) the improved technological know-
how of contract manufacturers in response to increased levels of bonding precision and
higher bonding speeds, the global wire bonder handling systems contract manufacturing is
expected to maintain its growth momentum. The size of the market is expected to increase
at a CAGR of 2.8% between 2016 and 2021, reaching approximately US$124.3 million by
2021.

Our Directors believe that we will maintain our competitiveness over other competitors
and our market position by strengthening and developing our competitive strengths.

Further analysis of our industry and details of our competitive strengths are set out in
the sections headed “Industry overview” and “Business — competitive strengths” in this
document, respectively.
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AWARDS AND CERTIFICATIONS

The following table sets out our Group’s major awards and certifications obtained:

Year(s) of
certification/award

Certification/award

Award organisation or
authority

2017

2015

2015 (expiring in 2018)

2007

2005

2002

ISO 9001:2015

Applicable to design and
development and contract
manufacturing of turnkey projects
of process equipment and
machinery for semiconductors
and electro-mechanical equipment
manufacturers

Supplier’s Day Award

ISO 9001:2008 and ISO14001:2004

Applicable to manufacture of
precision moulds and precision
components, contract
manufacturing of precision
automatic equipment and
machinery of semi-conductors
and electro-mechanical equipment
manufactures

Award for supporting a product
record build

Award for supporting the successful
launch of a product

Appreciation Award

- 166 —

Lloyd’s Register

Quality
Assurance

Customer A

Lloyd’s Register

Quality
Assurance

Customer A

Customer A

Customer A



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

PROPERTIES
Owned Properties
Singapore, the Philippines and Japan

As at the Latest Practicable Date, our Group did not own any property in Singapore,
the Philippines and Japan.

The PRC
Land use right

As at the Latest Practicable Date, we owned three parcels of land and we had obtained
the land use right certificates for these three parcels of land, details of which are set out
below:

Approximate Expiry date of land use How is the
No.  Location Permitted use area rights property used  Encumbrances

1. 18 Fuxing Road, Industrial 356,397.7 25 June 2058 Production Nil

Nantong, Jiangsu sq.ft. facilities
Province, the PRC and offices
(“18 Fuxing

Road”)

2. 62 Zhongyang Road, Industrial 153,673.9  Out of the Production Nil
Nantong Economic sq.ft. 153,673.9 sq.ft.,  facilities
and Technological the land use and offices
and Development right of 85,212.1
Area, Jiangsu sq.ft. will expire
Province, the PRC on 23 August
(“62 Zhongyang 2056, and that
Road”) of 68,461.8

sq.ft. will expire
on 24 April
2054.
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As at the Latest Practicable Date, we had not completed the construction completion
inspection for our Nantong Facility II which is located on 18 Fuxing Road, Nantong,
Jiangsu Province, the PRC. We had delayed the commencement of construction and the
completion of construction of Nantong Facility II for more than four years and eight years,
respectively. For details of the potential consequences of this non-compliance incident and
our PRC Legal Advisers’ opinion, please refer to the section headed “Legal Proceedings and
Compliance — Regulatory compliance” below.

Building ownership

As at the Latest Practicable Date, on 62 Zhongyang Road, we had built and owned our
production facilities with electricity distribution room and communication room, of an
aggregate floor area of 212,340.7 sq.ft.. Our PRC Legal Advisers confirmed that, we have
complete, valid and legal ownership for these building properties for which we have
obtained building ownership certificates.

As at the Latest Practicable Date, we had built production facilities with an area of
363,591.2 sq.ft. on 18 Fuxing Road and we had not completed construction completion
inspection.

Building with defective title

As at the Latest Practicable Date, we had built an air-conditioning and compressor
room on 62 Zhongyang Road with floor area of 2,278.6 sq.ft. for which we had not
obtained the relevant construction approvals and building ownership certificate. As at the
Latest Practicable Date, we are in the process of applying for the building ownership
certificate from the relevant governmental authorities for the air-conditioning and
compressor room. Based on the confirmation from Nantong Economic and Development
Area Real Estate and Trading Centre, being the competent governmental authority in this
regard, our PRC Legal Advisers are of the view that (i) there is no material legal
impediment for us to obtain such building ownership certificates after necessary approval
procedure and (ii) we will not be penalised by the competent authorities the absence of the
building ownership certificate of the air compressor room.

Leased Properties
Singapore

As at the Latest Practicable Date, we leased from an Independent Third Party one
property situated at 1 Changi North Street 1, Lobby 2, Singapore with an aggregate floor
area of approximately 48,856 sq. ft., which we used as our Singapore manufacturing
facilities and office premises and our principal place of business. The lease of our Singapore
will expire on 22 November 2022 and the rent is approximately S$84,000 per month.
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The PRC

We leased several properties in the PRC from Independent Third Parties. Details of
properties leased by our Group in the PRC as at the Latest Practicable Date are set out
below:

No. Location Use Approximate area Tenancy period Rental
L. Room 401, Block Staff quarter 1,444.4 sq.ft. 9 March 2018 to  RMB2,800 per
115, Aima 8 March 2019 month

Huayuan, Nantong
Economic and
Technological and
Development Area,
Nantong, Jiangsu

Province
2. Room 102, Block Staff quarter 1,061.6 sq.ft. 20 June 2017 to RMB2,100 per
117, Aima 19 June 2018 month

Huayuan, Nantong
Economic and
Technological and
Development Area,
Nantong, Jiangsu

Province
3. Room 103, Block 2, Staff quarter 1,381.7 sq.ft. 7 January 2018 to RMB2,500 per
Fumin Huayuan, 6 January 2019 month

Nantong Economic
and Technological
and Development
Area, Nantong,
Jiangsu Province
4, Room 105, Block 1, Staff quarter 1,396.6 sq.ft. 28 June 2017 to 27 RMB2,600 per
Tongshunju, September 2018 month
Nantong Economic
and Technological
and Development
Area, Nantong,
Jiangsu Province
5. Room 302, Block 15, Staff quarter 1,432.9 sq.ft. 16 April 2017 to ~ RMB3,000 per
Xinjing Jiayuan, 15 April 2018 month
Nantong Economic
and Technological
and Development
Area, Nantong,
Jiangsu Province
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No.

Location

Use

Approximate

area

Tenancy period Rental

10.

11.

Room 2002, Block 6,
Xingfu Tiandi,
Nantong Economic
and Technological
and Development
Area, Nantong,
Jiangsu Province

Room 1205, Block
17, Xinghu Linli,
Nantong Economic
and Technological
and Development
Area, Nantong,
Jiangsu Province

Room 1502, Block 1,
Zhonggang
Feicuicheng,
Nantong Economic
and Technological
and Development
Area, Nantong,
Jiangsu Province

Room 506, Block 16,
Huiyuan Xiaoqu,
Nantong Economic
and Technological
and Development
Area Nantong,
Jiangsu Province

Room 1201, Block B,
Nantong Building,
Nantong Economic
and Technological
and Development
Area Nantong,
Jiangsu Province

Room 703, Block 1,
No. 8 Wuzhong
Road, Xuhui
District, Shanghai

Staff quarter

Staff quarter

Staff quarter

Staff quarter

Staff quarter

Office

947.7 sq.ft.

1,049.1 sq.ft.

932.4 sq.ft.

1,196.4 sq.ft.

1,081.5 sq.ft.

1,233.2 sq.ft.
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month
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The Philippines

As at the Latest Practicable Date, we leased from an Independent Third Party one
property situated at Lot No. C2-6A Units 1 & 2 of CIP-II, Calamba City, Laguna with a
gross floor area of approximately 10,549 sq.ft., which we mainly use as our production
facilities. We have also rented a small office from an Independent Third Party situated at
Unit 2008, Entrata Urban Complex Condominium, 2609 Civic Drive, Filinvest City,
Alabang, Muntinlupa City, which we use as our office.

Japan

As at the Latest Practicable Date, we leased from an Independent Third Party one
property situated at 1-24, Enoki-cho, Suita-shi, Osaka-fu with a gross floor area of
approximately 1,065.6 sq.ft., which we mainly used as our office for our operations in
Japan.

During the Track Record Period, our Group did not experience any difficulty in
renewing our leases.

We do not engage in any property activities as defined in Rule 5.01 of the Listing
Rules. As at the Latest Practicable Date, our Group had no single property interest that
forms part of our non-property activities has a carrying amount of 15% or more of our
total assets. And on this basis, we are not required by Rule 5.01B of the Listing Rules to
include in this document any valuation report. Pursuant to section 6(2) of the Companies
(Exemption of Companies and Prospectuses from Compliance with Provisions) Notice
(Chapter 32L of the Laws of Hong Kong), this document is exempted from compliance with
the requirements of section 342(1)(b) of the Companies (WUMP) Ordinance in relation to
paragraph 34(2) of the Third Schedule to the Companies (WUMP) Ordinance, which
requires a valuation report with respect to all of our interests in land or buildings.

LICENSES AND PERMITS

As advised our legal advisers as to Singapore, the PRC, Japan and Philippines laws, we
have obtained all material requisite licenses, permits and approvals from the relevant
government authorities for our operations in Singapore, the PRC, Japan and Philippines.
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LEGAL PROCEEDINGS AND COMPLIANCE
Material dispute and litigation

During the Track Record Period and up to the Latest Practicable Date, no member of
our Group was engaged in any litigation, arbitration or claim of material importance, and
no litigation, arbitration or claim of material importance is known to our Directors to be
pending or threatened by or against our Company that would have a material adverse effect
on our Company’s results of operations or financial condition.

Regulatory compliance

During the Track Record Period and up to the Latest Practicable Date, except for the
non-compliance incident as follows, our Directors confirmed that there had been no
material breach of applicable laws and regulations.
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Non-compliance with the land grant contract of Nantong Facility I1

Set out below the particulars of the non-compliance in respect of Nantong Facility II:

Location

Land area

Length of delay

Reasons for the delay

Potential consequence of the
delay

Rectification and our PRC
Legal Advisers’ opinion

18 Fuxing Road,
Nantong,
Jiangsu Province,
the PRC

356,591 sq.ft.

Under the land grant
contract we should
commence construction
on 18 Fuxing Road by
10 September 2008.
The actual
commencement date of
construction was 9
May 2013.

Under the land grant
contract we should

apply for construction
completion inspection
by 10 December 2009.

We applied for
construction
completion inspection
on 14 December 2017;
however, as at the
Latest Practicable date,
we had not completed
the construction
completion inspection.

In 2008, due to the
global financial crisis,
our Directors
considered that it was
not commercially
sensible to commence
the construction. As
the economy gradually
recovered, we
commenced the
construction in May
2013. We have
engaged a supplier for
power supply
equipment for
Nantong Facility 1T
who provided
substandard products
and therefore led to a
further delay during
the construction. We
subsequently engaged
another supplier to
replace the defective
parts in August 2015.
Moreover, new laws
and regulations in fire
safety implemented in
Nantong were
promulgated in 2015,
and hence we were
required to carry out
additional work to our
facility in order to
comply with the new
laws and regulations
which resulted in a
further delay. In
December 2017, our
fire safety filing was
completed and as at
the Latest Practicable
Date, we were in the
process of making
other filings for our
construction
completion inspection.
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Regarding the delay in
construction commencement
date, as advised by our PRC
Legal Advisers, (i) if we fail to
commence construction after
one year from the construction
commencement date prescribed
in the relevant land grant
contract, we may be subject to
a penalty for idle land at an
amount being 15% of the land
premium; (ii) if we fail to begin
construction works for more
than two years from the
prescribed construction
commencement date, the
relevant parcel of land may be
forfeited without compensation;
and (iii) we may be subject to a
penalty at an amount being
0.5%0 of the consideration
under the land grant contract
calculated on a daily basis from
the prescribed construction
commencement date (“Late
Commencement Damages”). In
relation to Late
Commencement Damages, as
further advised by our PRC
Legal Advisers, the limitation
period for civil litigation under
PRC laws is three years,
starting from first day in
breach of the land grant
contract. Given the
construction had commenced
on 9 May 2013, any claim
regarding the Late
Commencement Damage had
been time-barred on the date
before the third anniversary
(i.e. 8 May 2016) of the
commencement date of the
construction (i.e. 9 May 2013).

Regarding the delay in applying
construction completion
inspection, as advised by our
PRC Legal Advisers, we may be
subject to a damages at an
amount being 0.5%o of the
consideration under the land
grant contract for each day of
delay (“Late Completion
Damages”). In relation to Late
Completion Damages, as
further advised by our PRC
Legal Advisers, any claim
regarding the Late Completion
Damage will be time-barred on
the date before the third
anniversary date (i.e. 13
December 2020) of the
application date of the
construction completion
inspection (i.e. 14 December
2017) and as at the Latest
Practicable Date, the estimated
maximum amount of Late
Completion Damage, that we
may be subject to shall not be
more than RMB5.7 million.

In view of the foregoing view of
our PRC Legal Advisers and
after discussion with our
reporting accountants, we did
not make any provisions in
respect of such maximum
damage, which our Directors
believe is reasonable and well
grounded.

Our PRC Legal Advisers are of
the view that the risk of us
being penalised for land idling
is remote, based on (i) the fact
that as at the Latest Practicable
Date, we had not received any
idle land investigation notice or
penalty in relation to the delay
in commencement of
construction and construction
completion inspection from the
relevant governmental
authorities; (i) we had an
interview on 16 January 2018
with the relevant competent
authority (i.e. the Nantong
Economic and Technological
and Development Area branch
of Nantong Bureau of Land
and Resources) which had
confirmed that given the
current status of the
construction, Nantong Bureau
of Land and Resources would
not forfeit 18 Fuxing Road nor
impose any land idling penalty
against our Group; (iii) we have
fulfilled our obligations under
the relevant land grant contract
in principle and we have
obtained the land use right for
18 Fuxing Road; and (iv) the
intent of Late Commencement
Damages and Late Completion
Damages was only to encourage
on-time commencement and
completion of construction
work, any claim of these
damages would contradict the
intention of the land grant
contract given our construction
is approaching the final stage
of construction completion
inspection.

As at the Latest Practicable
Date, we were in the process of
applying for the construction
completion inspection and our
Directors estimated that the
construction completion
inspection will be completed by
August 2018. As advised by our
PRC Legal Advisers, after
completion of all necessary and
compulsory regulatory
procedures, there is no legal
impediment for us to complete
the construction completion
inspection of 18 Fuxing Road.



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

INTERNAL CONTROL, RISK MANAGEMENT AND CORPORATE GOVERNANCE
Internal Control and Risk Management

Our Directors are responsible for the formulation of and for overseeing the
implementation of our internal control measures and the effectiveness of our risk
management system, which is designed to provide reasonable assurance regarding the
achievement of objectives relating to operations, reporting and compliance.

In order to manage our external and internal risks and to ensure the smooth operation
of our business, we have engaged an independent internal control consultant (the “Internal
Control Consultant”) in August 2017 to assist us in reviewing our internal control system
and provide recommendations for improving our internal control system. The Internal
Control Consultant has conducted agreed-upon review procedures on our internal control
system in aspects, including treasury functions, revenue, purchases, inventory management,
human resources and information technology.

We have taken actions in response to the Internal Control Consultant’s findings and
recommendations including adoption of written policies. The Internal Control Consultant
performed follow-up procedures on our internal control system with regard to those actions
taken by us and reported further commentary in March 2018. According to the internal
control report issued by our Internal Control Consultant, no material deficiencies were
identified by the Internal Control Reviewer. As our business continues to expand, we will
enhance our internal control system in response to the evolving requirements of our
operations as appropriate to ensure regulatory compliance in our business operations.

We have adopted stringent internal control measures and have formulated internal
manuals setting out operating procedures and other policies and guidelines. In particular,
we place strong emphasis on protecting our customers’ interests including their intellectual
properties. Protection of intellectual property is crucial to us and our customers. As such,
we had implemented measures to maintain the confidentiality of our intellectual properties
and those of our customers as part of our internal control regime. For measures we have
taken in this regard, please refer to the section headed “Intellectual Property —
Maintenance of Confidentiality” above.

We have also implemented risk management procedures to address potential risks
associated with our business operations, including strategic risk, operational risk, financial
risk and legal compliance risk. We have in place procedures which aim to identify, analyse,
categorise, mitigate and monitor various risks. Our management is responsible for the
oversight of the overall risk management as well as the assessment and update of our risk
management procedures on an annual basis.
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Corporate governance

We continuously strive to strengthen the role of our Board as a body responsible for
decision-making concerning our fundamental policies and upper-level management issues,
and supervising the execution of our operations. Our Board includes independent non-
executive Directors to ensure transparency in management and fairness in business
decisions and operations. The independent non-executive Directors contribute to the
enhancement of corporate value by providing advice and oversight based on their extensive
administrative experience and specialised knowledge.

We have strengthened our auditing system to ensure the appropriate functioning of the
risk management and operation oversight systems. We have established the audit committee
which comprises independent non-executive Directors to review and monitor the
effectiveness of our financial controls, internal control and risk management systems.
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BOARD OF DIRECTORS

Our Board currently consists of nine Directors, comprising two executive Directors,
four non-executive Directors and three independent non-executive Directors. Our Board is
responsible and has general powers for management and conduct of our business.

The table below shows certain information in respect of members of our Board:

Members of our Board

Relationship
with other
Date of Date of Director(s)
joining our appointment Position(s) in and/or senior
Name Age Group as Director our Company Responsibilities management
Mr. Lim Kuak 72 January 1988  January 1988  Executive Director and Primarily ~ responsible ~ for Spouse of Ms. Foo
Choi Leslie Chief Executive Officer overall corporate management, Kaw Jee and father
(FREIB) strategic planning and business of Mr. Lim Khin
development of our Group Mann
Mr. Du Xiaotang 44 October 2016 October 2016  Executive Director Primarily ~ responsible  for None
(HEE) strategic planning and general
management of our Group
Mr. Chen Shuang 50 December 2017 December 2017 Non-executive Director Primarily ~ responsible  for None
(%) and Chairman policy making and planning
and  monitoring  of  the
executive Directors
Ms. Foo Kaw Jee 70 January 1988  January 1988  Non-executive Director Primarily ~ responsible  for Spouse of Mr. Lim
(FFiEE) policy making and planning Kuak Choi Leslie
and  monitoring  of the and mother of Mr.
executive Directors Lim Khin Mann
Mr. Lim Khin Mann 46 December February Alternate Director to Ms. ~ Primarily ~ responsible ~ for Son of Mr. Lim
(Hsk ) 2015 2017 Foo Kaw Jee policy making and planning Kuak Choi Leslie
and  monitoring  of the and Ms. Foo Kaw
executive Directors Jee
Mr. Bradley Fraser 71 September September Non-executive Director Primarily ~ responsible  for None
Kerr 2000 2000 policy making and planning
and  monitoring  of  the
executive Directors
Mr. Tsang Sui 58 October 2016 October 2016 Non-executive Director Primarily ~ responsible ~ for None
Cheong Frederick Policy making and planning
(B E) and  monitoring  of  the
executive Directors
Mr. Ng Tiak Soon 68  December [*] Independent non-executive  Provides strategic advice and None
(HEIE) 2006/ Director independent judgement to our
Board
Dr. Senerath 56 [*] [*] Independent non-executive  Provides strategic advice and None
Wickramanayaka Director independent judgement to our
Mudiyanselage Board
Sunil
Wickramanayaka
Professor Zhang Wei 49 [¢] [*] Independent non-executive  Provides strategic advice and None

(5 H)

Director
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Note: Mr. Ng was first appointed as an independent non-executive Director on 29 December 2006 and ceased to
be a Director when our Company was delisted from the Catalist Board of the SGX-ST in March 2013.

Executive Directors

Mr. Lim Kuak Choi Leslie (FkB}4), aged 72, is an executive Director and the chief
executive officer of our Company and a Controlling Shareholder. Mr. Lim has been our
Director since the incorporation of our Company in January 1988. He is primarily
responsible for overall corporate management, strategic planning and business development
of the Group. Mr. Lim is the spouse of Ms. Foo and the father of Mr. Lim Khin Mann.

Mr. Lim has more than 40 years of experience in semiconductor, electronics and
chemical trading industries. Mr. Lim commenced his career as a teacher in Singapore
Government Schools in January 1963 and served there for approximately 10 years. In
March 1981, Mr. Lim was appointed as the managing director of Precision Carbide Tooling
Pte Ltd, a semiconductor tooling manufacturer, which was the holding company of our
Company during 1989 to 2000. In January 1988, Mr. Lim together with Ms. Foo founded
our Company and served as director. From 1988 to 2000, Mr. Lim was also the chairman of
Kinerbac Pte Ltd and Kinertech Pte Ltd, both dealing in the design and manufacture of
aluminium die-casting molds. In addition, Mr. Lim has been the non-executive director of
Approved Chemicals (S.E.A) Pte Ltd. and Approved Chemicals (M) Sdn. Bhd., which are
principally engaged in processing and trading of specialty chemicals, since May 1976 and
December 1977, respectively, and he is responsible for policy making and planning and
monitoring of executive directors. Approved Chemicals (M) Sdn. Bhd. has ceased
operations since around 2015.

Furthermore, Mr. Lim has assumed key managerial roles in the subsidiaries of the
Company since their incorporation, such as a director of each of Kinergy Philippines,
Kinergy Japan and KPL, as well as the director and legal representative of each of Kinergy
EMS, Beta Nova and Kinergy Mechatronics.

Mr. Lim attended the Stanford-NUS Executive Program, conducted by Stanford
University in conjunction with the National University of Singapore in 1985, and obtained
a Certificate in Education (Professional Part II) from Singapore Teachers Training College
in Singapore in March 1966. Mr. Lim was awarded a certificate in appreciation of the
distinguished and valued service rendered as a member of the National Productivity Board
by the Ministry of Trade and Industry Republic of Singapore (1989 to 1992). Mr. Lim is
also the chairman or committee of various Singapore government agencies or association,
including Economic Development Board, National Productivity Board and Singapore
Precision Engineering and Technology Association.

Mr. Lim once served as the chairman of Kinertech LLC., which had provided
marketing services to our Company in the US since 2002 and had ceased operations in 2004,
and subsequently it had voluntarily petitioned for liquidation. In addition, Mr. Lim was a
director of Kinergy US, Kinergy Nantong, Kinergy Wuhan and Shanghai Jiao-Tong, which
were dissolved/deregistered during the Track Record Period, details of which are set out in
the section headed “History and Development — Dissolved/Deregistered Entities”.
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Mr. Lim also served as a director of the following Singapore companies prior to their
dissolution:

Company Nature of Business Date of Dissolution Status
Precision Carbide Tooling Pte Ltd Manufacture of  semiconductor 27 March 2003 Members’” voluntary
toolings winding up
Tools & Components Manufacturers Pte Manufacture of dies, moulds, tools, 4 May 1994 Members’ voluntary
Ltd jigs and fixtures winding up
Kinerbac Pte Ltd Manufacture of dies, moulds, tools, 1 February 2002 Members’ voluntary
jigs and fixtures winding up
Kinertech Pte Ltd Installation of industrial machinery 1 February 2002 Members’ voluntary
and equipment and mechanical winding up
engineering works
Perceptive Investments Pte Ltd Bank/Financial Holding 13 January 2001 Struck off
Companies
Schneeberger Pte Ltd Manufacture of industrial and 31 December 2003  Struck off
mechanical rubber goods
Kintras Pte. Ltd. Holding company 11 March 2016 Members’”  voluntary
winding up
Approved Home Manufacture of soap, detergents, 2 November 2005 Cancelled
Products ¥ washing and  other cleaning
preparations and wholesale of
industrial, construction and
related machinery and equipment
N.E.C.

Note: Approved Home Products is a sole-proprietorship.

Mr. Lim confirmed that all the above companies were solvent at the time of
dissolutions, and the dissolutions did not have any negative effect on the Group.

Mr. Du Xiaotang (F:BE3£), aged 44, is an executive Director. He was first appointed as
a director of our Company on 1 October 2016. Mr. Du is primarily responsible for strategic
planning and general management of our Group. Mr. Du is also the supervisor of our
subsidiaries, namely Kinergy EMS, Beta Nova and Kinergy Mechatronics.

Mr. Du’s working experience mainly covers corporate finance, capital market, private
equity, merger and acquisitions and legal compliance advisory to listed companies,
securities firms and mining companies, and he has more than 10 years experience in the legal
industry. Mr. Du commenced his career in Henan University (YA F K%£%) as a teacher from
July 1996. Between June 2003 and July 2013 Mr. Du was an associate and then a partner
with Grandall Law Firm (B ERIEH ), a PRC law firm.

Mr. Du is currently a department managing director of China Everbright Limited
(Stock Code: 165), a company listed on the Hong Kong Stock Exchange and a director of
Everbright (Qingdao) Investment Limited Ot K¥EMK (FH &) EH R/ F) since September
2013. Mr. Du is also an independent director of Sichuan Jinlu Group Co., Ltd. (PU)I] 4 % 4E
B A BRZAF]), a company listed on the Shenzhen Stock Exchange (Stock Code:
000510.SZ), a company principally engaging production and sales of chemical products
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such as PVC and caustic soda in PRC, since April 2017 and an independent non-executive
director of China Tianrui Group Cement Company Limited (Stock Code: 1252) since 11
June 2014.

Mr. Du obtained a degree of Bachelor of Education in June 1996, and a degree of
Master of Law in June 2002 from Henan University in the PRC. Subsequently Mr. Du
obtained a degree of Doctor of Economies from Fudan University in the PRC in June 2005.

Non-executive Directors

Mr. Chen Shuang (Bt %), aged 50, is our Chairman and a non-executive Director. Mr.
Chen was appointed as a non-executive Director on 1 December 2017. Mr. Chen is mainly
responsible for policy making and planning, and monitoring of the executive Directors.

Prior to joining China Everbright Group, Mr. Chen served Bank of Communications
Co., Ltd. and his last position in Bank of Communications Co., Ltd. was Chief of Legal
Department. Mr. Chen joined CE Hong Kong in February 2001. Mr. Chen once served
Noah Holdings Limited, a company listed on the New York Stock Exchange (stock code:
NOAH.N), as an independent director from November 2010 to May 2015. Currently Mr.
Chen is an executive director and deputy general manager of CE Hong Kong, an executive
director and the chief executive officer of CEL. He is also an executive director and
chairman of China Aircraft Leasing Group Holdings Limited, a company listed on the
Stock Exchange (stock code: 1848) and the chairman of Everbright Jiabao Co., Ltd.* (Ot K
REMBMAMRATA), a company listed on the Shanghai Stock Exchange (stock code:
600622.SH).

Mr. Chen is currently a non-official member of the Financial Services Development
Council, the Ninth Rotating Chairman of China Mergers and Acquisition Association, the
Permanent Honorary Chairman of Chinese Financial Association of Hong Kong, the vice-
chairman of Chinese Securities Association of Hong Kong, and a visiting professor of East
China University of Political Science and Law (HERELIE KE).

Mr. Chen obtained the degree of master of law from East China University of Political
Science and Law (FEREEKE) in August 1992 and a diploma in legal studies from the
School of Professional and Continuing Education of the University of Hong Kong in
September 2003. Mr. Chen is a qualified lawyer in the PRC and a senior economist in the
PRC.

Mr. Chen also served as a director of the following Hong Kong companies prior to
their dissolution:

Company Nature of Business Date of Dissolution
China Everbright (Hong Kong) Project Investment 3 February 2012
Development Limited

China Everbright Financial Holdings Limited Investment holding 14 October 2011
China Everbright Forex Limited Forex trading 10 October 2008
China Everbright Insurance Agency Limited Trading investment 2 October 2009
China  Everbright Securities (Nominees) Trust service 2 October 2009
Limited
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Company

Nature of Business

Date of Dissolution

Everbright ALAM Guanyinqgiao (Hong Kong)
Limited

Everbright Animation Company Limited
Everbright Ashmore Investment Green (Hong
Kong) Limited

Everbright Ashmore Investment Purple (Hong
Kong) Limited

Investment Blue (Hong Kong) Limited

Tendai Limited

View Win Investments Limited

Investment holding

Investment management
Investment holding

Investment holding
Investment holding

Investment holding
Investment holding

9 January 2015

27 July 2012
18 March 2016

1 December 2017
20 May 2016

22 January 2010
26 June 2009

Mr. Chen confirmed that (i) he served as a director of these companies as a nominee of
CEL; and (ii) according to the development strategies of CEL, these companies were
dissolved by deregistration because they had ceased to carry on business immediately prior
to dissolution.

Ms. Foo Kaw Jee (ff# &), aged 70, is a non-executive Director. Ms. Foo has been our
Director since the incorporation of our Company in January 1988. She is primarily
responsible for policy making and planning, and monitoring of the executive directors. Ms.
Foo is the spouse of Mr. Lim and the mother of Mr. Lim Khin Mann.

Ms. Foo has more than 30 years of entrepreneurial experiences in strategic planning
and operational management. Ms. Foo commenced her career as a teacher in Singapore
Government Schools in October 1964 and served there for approximately 17 years. Prior to
the appointment of a Director, Ms. Foo was appointed as the director of Precision Carbide
Tooling Pte Ltd, a semiconductor tooling manufacturer and our then holding company
during 1988 to 2000, in March 1981. In January 1988, Ms. Foo together with Mr. Lim
founded our Company and served as a Director. As at the Latest Practicable Date, Ms. Foo
has been a director of Kinergy Pte. Ltd. since December 2013.

Ms. Foo obtained a Certificate in Education from Singapore Teachers’ Training
College in Singapore in December 1967.

Ms. Foo also served as a director of the following Singapore companies prior to their
dissolution:

Company Nature of Business Date of Dissolution Status

Accredited Rental Pte Ltd Financial leasing 31 August 1985 Struck off

Perceptive Investments Pte Ltd Bank/Financial Holding 13 January 2001 Struck off
Companies

Precision Carbide Tooling Pte Ltd Manufacture of semiconductor 27 March 2003 Members’ voluntary
toolings winding up

Ms. Foo confirmed that all the above companies were solvent at the time of
dissolutions, and the dissolutions did not have any negative effect on the Group.
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Mr. Lim Khin Mann (#8k8%), aged 46, is the alternate Director to Ms. Foo Kaw Jee
and business development manager of the Company. Mr. Lim Khin Mann joined the Group
in December 2015 and was appointed as an alternate Director in February 2017. He is
primarily responsible for Policy making and planning, and monitoring of the executive
Directors. Mr. Lim Khin Mann is the son of Mr. Lim and Ms. Foo Kaw Jee.

Mr. Lim Khin Mann has more than 20 years of experience in trading and marketing.
Mr. Lim Khin Mann joined Approved Chemicals (S.E.A) Pte Ltd., a company engaging
processing and trading of specialty chemicals, in June 1996. He is currently marketing
manger in Approved Chemicals (S.E.A) Pte Ltd., mainly responsible for securing new
business and maintaining existing business. Mr. Lim Khin Mann is also a director of
Allchem Lubricants Sdn. Bhd., the principal activity of which is the manufacturing and
trading of lubricants for machines. Mr. Lim Khin Mann is also a director of Kinergy EMS,
Beta Nova and Kinergy Mechatronics.

Mr. Lim Khin Mann obtained a degree of Bachelor of Business Administration in
Business Finance from the University of Michigan in the US in May 1996.

Mr. Bradley Fraser Kerr, aged 71, is a non-executive Director of the Board of our
Company. Mr. Kerr has been our non-executive Director since September 2000. He is
primarily responsible for policy making and planning, and monitoring of the executive
Directors.

Mr. Kerr has over 18 years of experience in corporate finance industry and over 26
years of experience in manufacturing and trading industry. He worked for Citibank N.A. in
New York from August 1973 to April 1976, where he last held the position of assistant vice
president, before moving on to Chase Manhattan Bank N.A. in New York and Hong Kong,
where he held the position of vice president from April 1976 to December 1991. Whilst
assuming senior managerial roles of the foregoing entities, Mr. Kerr was primarily involved
in the retail banking and credit card operations sectors. Subsequently from April 1992 to
present, Mr. Kerr was a director of Ustra Limited in Hong Kong, which is in the principal
business of retail distribution of paper products. He was also a director of Precision
Carbide Tooling Pte Ltd, the then holding company of our Company which was dealing in
the manufacture of semiconductor tooling, from December 1992 to June 2000. Precision
Carbide Tooling Pte Ltd was voluntary liquidated in 2003.

Mr. Kerr obtained a Bachelor of Arts degree from Rutgers University in the US in
May 1968 and a Master in Business Administration degree from the University of Tennessee
in the US in June 1973.

Mr. Tsang Sui Cheong Frederick (% % &), aged 58, is a non-executive Director. He was
first appointed as a non-executive Director of our Company on 1 October 2016. He is
primarily responsible for policy making and planning, and monitoring of the executive
Directors.

Mr. Tsang has around 30 years of experience in the finance industry. He served as the
assistant vice president in Wardley-Thomson Limited, a subsidiary of HSBC, from
December 1988 to May 1990, before moving to Morgan Grenfell Asia & Partners (HK)
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Ltd., where he held the position of senior consultant in the research department in May
1990. Whilst assuming the roles of the foregoing entities, Mr. Tsang was primarily
responsible for the daily operations of the research department. Mr. Tsang subsequently
joined BNP Prime Peregrine Securities Limited (formerly known as Primeeast Securities
(HK) Limited) as the executive director in October 1994, and was responsible for Hong
Kong equity research and marketing. After working in BNP Prime Peregrine Securities
Limited for approximately four years, Mr. Tsang served as the director, head of research in
DBS Securities Hong Kong Limited from July 1998 to February 2000, and was responsible
for supervising the research department, producing research documents and providing
market investment ideas to clients. Mr. Tsang joined CEL Management Services Limited in
February 2000, and his current position is the chief risk officer, in charge of the CEL’s risk
matters and internal control. Mr. Tsang is also a director of SeaBright SOF (I) Paper
Limited, an investment holding company incorporated in the BVI since September 2015.

Mr. Tsang obtained a Bachelor of Arts degree from Wilfrid Laurier University in
Canada in October 1983 and a Master of Arts degree from the University of Alberta
Canada in November 1984. Mr. Tsang has been a Chartered Financial Analyst
charterholder since 1995.

Mr. Tsang also served as a director of the following Hong Kong companies prior to
their dissolution:

Company Nature of Business Date of Dissolution

China Everbright Insurance Agency Limited Trading investment 2 October 2009

China Everbright Securities (Nominees) Trust service 2 October 2009
Limited

Essence Limited Investment holding 6 July 2007

Everbright ALAM Guanyingiao (Hong Kong) Investment holding 9 January 2015
Limited

Everbright Ashmore Investment Green (Hong  Investment holding 18 March 2016
Kong) Limited

Everbright Ashmore Investment Purple (Hong Investment holding 1 December 2017
Kong) Limited

Innovation Limited Investment holding 15 September 2006

Investment Blue (Hong Kong) Limited Investment holding 20 May 2016

United Wide Investment Limited Investment holding 27 March 2009

View Win Investments Limited Investment holding 26 June 2009

Mr. Tsang confirmed that: (i) these companies were dissolved by deregistration
because they had ceased to carry on business immediately prior to dissolution; and (ii) save
for Essence Limited and Innovation Limited, he served as a director of these companies as a
nominee of CEL, and these companies were dissolved according to the development
strategies of CEL.
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Independent non-executive Directors

Mr. Ng Tiak Soon (¥ #Jl), aged 68, is an independent non-executive Director,
responsible for provision of strategic advice and independent judgement to our Board. He
was first appointed as an independent non-executive Director on 29 December 2006 and
ceased to be a Director when our Company was delisted from the Catalist Board of the
SGX-ST in March 2013.

Mr. Ng has over 30 years of experience in the audit, commercial and industrial sectors.
In 1973, he joined Price Waterhouse and was with them until 1982 where the last position he
held was as an audit manager. Mr. Ng left Price Waterhouse to be the group internal audit
manager of the Harapan Group in May 1982, where he remained until August 1986. Mr. Ng
served Ernst & Young LLP in Singapore since 1986 and retired in June 2005 as a partner.
During his employment with Ernst & Young LLP, he held various positions which include
head of banking, head of an audit group, partner-in-charge of audit quality review and chief
financial officer. Mr. Ng served as an independent director of St. James Holdings Limited
(stock code: SNH), a company listed on the Catalist Board of the SGX-ST, between August
2008 and October 2014, an independent director of Cordlife Group Limited (stock code:
P8A), a company listed on the Mainboard of the SGX-ST, between November 2011 and
October 2014 and an independent non-executive director of MDR Group Limited (stock
code: A27), a company listed on the Mainboard of the SGX-ST, between November 2015
and May 2017.

Mr. Ng is currently an independent non-executive director of Parkson Retail Asia
Limited (stock code: O9E), a company listed on the Mainboard of the SGX-ST, and an
independent director of 800 Super Holdings Limited (stock code: 5TG) and Eurosports
Global Limited (stock code: 5G1), both of which are listed on the the Catalist Board of the
SGX-ST. He is also a director of JurongHealth Fund which was established on 4 August
2011 as a company limited by guarantee to promote all medical and health-related services
that are exclusively charitable and for the benefit of the Singapore community.

Mr. Ng is a non-practicing member of the Institute of Certified Public Accountant of
Singapore, a member of the Association of Chartered Certified Accountants, the UK as well
as a member of the Singapore Institute of Directors.

Dr. Senerath Wickramanayaka Mudiyanselage Sunil Wickramanayaka, aged 56, is an
independent non-executive Director, responsible for provision of strategic advice and
independent judgement to our Board.

Dr. Wickramanayaka was a research associate from November 1992 to March 1996 in
the Display Device Division of the Research Institute of Electronics in Shizuoka University
in Japan. Dr. Wickramanayaka joined Anelva Corporation in Japan in April 1996 and left
Anelva Corporation in February 2005 as a manager. During the time with Anelva
Corporation, Dr. Wickramanayaka was responsible for the marketing and supervision of
the process and hardware development of semiconductor equipment, PVD and dry etching
equipment. Dr. Wickramanayaka served ZyCube Company Limited in Japan as assistant
general manager from March 2005 to August 2006, where he was responsible for the
development and marketing of 3D integration technologies, processing techniques and 3D
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integrated chip scale packaging techniques. Dr. Wickramanayaka served EV Group Japan
K.K. as a director of technology from September 2006 to March 2010, where he was
responsible for the business development and customer education. From April 2010 to
August 2012, Dr. Wickramanayaka served Ayumi Industry Company Limited as a general
manager, where he was responsible for business development. After leaving Ayumi Industry
Company Limited in Japan, Dr. Wickramanayaka joined Institute of Microelectronics in
Singapore as a director for the technology development in September 2012 and
subsequently was appointed as a director for the industry development in April 2017.
While he was a director for the technology development with Institute of Microelectronics,
Dr. Wickramanayaka was mainly responsible for the development of new technologies and
technical presentations and he was responsible for the business relationship networking
when he became the director for the industry development.

Dr. Wickramanayaka obtained a Bachelor of Science degree in November 1983 from
Peradeniya University in Sri Lanka, a Master of Philosophy degree in February 1988 from
University of Ruhuna in Sri Lanka, a Master of Management degree in September 2006
from University of Southern Queensland in Australia through distance learning and a
Doctor of Philosophy degree in October 1992 from Shizuoka University in Japan.

Professor Zhang Wei (%), aged 49, is an independent non-executive Director,
primarily responsible for provision of strategic advice and independent judgement to our
Board.

Professor Zhang was an associate professor from May 1997 to April 1999 in Fudan
University in Shanghai City, the PRC. He has been a professor in Fudan University since
May 1999. He was the department head of department of microelectronics in Fudan
University between June 2007 and April 2013. Professor Zhang became the associate dean
of School of Microelectronics in April 2013 and subsequently promoted to the executive
dean of School of Microelectronics in Fudan University in September 2017.

Professor Zhang currently serves as a deputy editor-in-chief for Journal of
Semiconductors in the PRC, a deputy director of the Academic Committee of Fudan
University, a vice chairman of Shanghai Institute of Electronics and a deputy director of
Center of IC Design and Manufacturing in Yangtze River Delta.

Professor Zhang is an independent non-executive director of TongFu Microelectronics
Co., Ltd.* (3 & M T KM AR/ H]), a company listed on the Shenzhen Stock Exchange
(stock code: 002156.SZ) and SMIC’s New Research and Development Company limited*
(P B PBRSE R TR M A B3 A BR/A 7)) since  September 2014 and August 2015,
respectively.

Professor Zhang obtained a bachelor’s degree in Electrical Material and Insulation
Technology in July 1988, and a master’s degree in Electrical Material and Insulation
Technology in June 1991, and a doctoral degree in Electrical Material and Insulation
Technology in June 1995 from Xi’an Jiaotong University in the PRC.
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Other disclosure pursuant to Rule 13.51(2) of the Listing Rules

As at the Latest Practicable Date, save as disclosed in the section headed “Statutory
and General Information” in this document, each of our Directors did not have any
interests in the Shares within the meaning of Part XV of the SFO. Save as disclosed in this
document, to the best of the knowledge, information and belief of the Directors having
made all reasonable enquiries, there are no other matters relating to the appointment of
Directors that need to be brought to the attention of the Shareholders and the Stock
Exchange, nor is there any information relating to the Directors that is required to be
disclosed pursuant to Rule 13.51(2)(h) to (v) of the Listing Rules.

SENIOR MANAGEMENT

The table below shows certain information in respect of members of our senior

management:
Date of
appointment
Date of joining our as senior Existing position(s)
Name Age Group management in our Company Responsibilities
Mr. Tay Kim Kah 79 January 2004 January 2004  Group financial In-charge of finance, human
(BR 4 controller resources and management
information system and
assisting our chief executive
officer in formulating and
implementing strategies for
the Group
Mr. Cham Toon How 62 May 1988 (Voie) August 2002 Vice president Responsible for determining the
(EE%) strategic direction and
carrying out the strategic
plan through overseeing
operations, developing
functional roles and
assigning responsibilities to
employees for the Group
Mr. Tan Hee Choon 49 November 2005 January 2014 Director of business ~ Responsible for business
(&403) development development, maintaining
and strengthening customer
relationship for the Group
Mr. Lau Tay Hock 59 June 2014 June 2014 Director of Responsible for engineering and
(Bl engineering new product development
and innovation for the
Group
Mr. Sim Seng Chye 58 August 1998 (Vere/ May 2016 Director of Responsible for control and
(VLHERE) manufacturing management of EMS
division of the Group
Mr. Kow Wee Khiang 59 June 2017 June 2017 Quality assurance Responsible for quality
Nichoals (i £3) director management for EMS
division for the Group
Mr. Tiong Nang King 55 July 1999 October 2005  Senior purchasing Responsible for material
(SRR ) manager control and monitoring
supplier’s performances
Mr. Li Gong (Z3t) 59 March 1992 (Yere) March 2015 Regional materials Responsible for material
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Date of
appointment
Date of joining our as senior Existing position(s)
Name Age Group management in our Company Responsibilities
Mr. Tan Chun Hee 48 April 2003 January 2005 MIS manager Responsible for management of
Matthias all IT functions and IT
equipment of the Group
Mr. Yan Xiang () 46 April 2001 March 2017 Finance manager Responsible for accounting and
finance of Kinergy EMS
Mr. Tong Hua (H#) 55 May 1992 (Nore) October 2016 General manager of ~ Responsible for human
Kinergy EMS resources and development

relationship with customers
and local government in
respect of our operations in
the PRC

Note: This was the date when the relevant senior management first joined our Group. Such relevant senior
management had left us after he first joined us, and rejoined us subsequently. For details, please refer
to his biographical details set out in this section.

Mr. Tay Kim Kah (384&"M), formerly known as Tee Kim Kah, aged 79, is the group
financial controller of the Company and is mainly in-charge of finance, human resources
and management information system and assisting chief executive officer in formulating
and successfully implementing strategies for the Group. Mr. Tay joined our Group as a
Director of the Company in January 2004. Mr. Tay has assumed key managerial roles in the
subsidiaries of the Group, such as the director each of Kinergy Japan since June 2015,
Kinergy EMS since July 2013, Beta Nova since September 2011 and Kinergy Mechatronics
since July 2013.

Mr. Tay has over 50 years of experience in accounting and finance. From August 1967
to December 1984, Mr. Tay served in Keppel Corporation Limited which was principally
involved in offshore and marine investment, and his last position was managing director
who was primarily responsible for the Keppel Corporation Limited’s finance, performance
and strategy management. Subsequently between middle of 1985 and July 1986, Mr. Tay
served as the finance director for Asia-Pacific region in Carrier International Corporation,
an air condition manufacturer and a subsidiary of United Technology Corporation. He then
joined YTC Corporation Limited which provided hotel and accommodation services in
August 1986. His last position in YTC Corporation Limited was vice president, where Mr.
Tay was primarily responsible for the financial function of the group and assisting in
growth and development of the company. After leaving YTC Corporation Limited in 2001,
Mr. Tay purchased a minority interest in Woleco Hotel Supplies Pte Ltd, a company which
designs, formulates, manufactures and sells personal care products, and served as the
manager director until 2003.

Mr. Tay studied accountancy in Singapore Polytechnic in Singapore in 1961. He took
the examination set by The Australian Society of Accountants and qualified as an
accountant in 1963. He was admitted to the Australian Society of Accountants as a
registered accountant in March 1965 and upgraded to as a fellow of Australian Society of
Accountants in November 1978. In May 1965 he was admitted as a registered accountant to
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the Singapore Society of Accountant which is now renamed as the Institute of Singapore
Chartered Accountant. Mr. Tay attended a postgraduate course in London Business School
in the UK in 1973.

Mr. Cham Toon How (B % 5%), aged 62, is the vice president of our Group mainly
responsible for determining the strategic direction and carrying out the strategic plan
through overseeing operations, developing functional roles and assigning responsibilities to
employees, as well as overseeing our operations in the PRC. Mr. Cham has assumed key
managerial roles in the subsidiaries of the Group, such as the director of Kinergy
Philippines since March 2017 and R & D manager of KPL since July 2000.

Mr. Cham has over 40 years of experience in precision, semiconductor and automation
industry. Before joining our Group, Mr. Cham served as an engineering manager in Texas
Instruments Singapore Pte Ltd., a semiconductor product manufacturer, between July 1978
and March 1988, and he was primarily responsible for engineering process. Mr Cham first
joined us in May 1988 as an operation manager. In the interim period between February
1992 and May 1999, Mr Cham was a director of Design Solutions Pte Ltd., a manufacturer
of electronics equipment, primarily responsible for formulating and successfully
implementing strategies. Mr. Cham rejoined us in July 2000 as R&D manager and was
appointed as the vice president of our Company in August 2002.

Mr. Cham obtained a degree of Bachelor of Engineering (Mechanical) from University
of Singapore in October 1978.

Mr. Tan Hee Choon (BE-18), aged 49, is the director of business development of our
Group mainly responsible for business development, maintaining and strengthening
customer relationship of our Group . Mr. Tan joined our Company in November 2005 as
a senior business development executive, and was promoted to current position, director of
business development, in January 2014.

Mr. Tan has over 26 years of experience in sales and handling customer relationship.
Mr. Tan commenced his career in Leica Instrument Pte Ltd., the principal business of which
is development and manufacturing microscopes and scientific instruments for the analysis
of microstructures and nanostructures, as a line leader in 1989, primarily responsible for
operating and sales management. After leaving Leica Instrument Pte Ltd., Mr. Tan served
as a sales executive in Belgium Furnishing Pte. Ltd., a furnishings retailer, from 1989 to
1993, primarily responsible for customer service and maintaining and strengthening
customer relationship. Before joining our Group, Mr. Tan served as a marketing manager
in Sin Ma Decorama Home Furnishing Emporium Pte Ltd. (now known as Sin Mah
Decorance Pte. Ltd.), the principal business of which is decoration business, between 1994
and 2005, and he was primarily responsible for maintaining and developing customer
relationships.

Mr. Tan obtained a diploma in Business Management from Management Development
Institute of Singapore in February 2013.
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Mr. Lau Tay Hock (B3 #i), aged 59, is the director of engineering of our Company
and Kinergy EMS mainly responsible for our Group’s engineering and new product
development and innovation.

Mr. Lau has over 33 years of experience in electronic and semiconductor engineering
industry. From November 1983 to September 1984, Mr. Lau served Hewlett Packard (S) Pte
Ltd, the principal business of which is development and provision of a wide variety of
hardware components as well as software and related services, as a process engineer,
primarily responsible for engineering. From November 1985 to September 1987, Mr. Lau
was an Engineer in Singapore Aircraft Industries Pte Ltd for Republic of Singapore Air
Force aircraft upgrading program. Mr. Lau first joined Advanced Systems Automation Pte
Ltd (now known as Advanced Systems Automation Limited) in November 1988 and
rejoined in May 2004 as the vice president, where he was primarily responsible for new
product development. The principal business of Advanced Systems Automation Pte Ltd is
development, manufacturing of semiconductor assembly equipment. In the interim period
between June 2002 and April 2004, Mr. Lau was a program director in Kulicke & Soffa
Industries Inc., the principal business of which is manufacturing of semiconductor back-end
equipment and expendable tools and Mr. Lau was primarily responsible for program
management of new products. From June 2007 to May 2008, Mr. Lau served European
Semiconductor Equipment Corporation (S) Pte Ltd as Product Director, where he was
primarily responsible for working with Switzerland headquarter research and development
for the manufacturing and worldwide sales of wire-bonder products. The principal business
of European Semiconductor Equipment Corporation (S) Pte Ltd is development,
manufacturing, marketing, sales and service of semiconductor assembly equipment. From
July 2008 to June 2011, Mr. Lau served as a project director in Inzign Pte Ltd, the principal
business of which is manufacturing of medical disposables and surgical supplies, primarily
responsible for qualifying Singapore manufacturing site for disposable medical devices.
Subsequent to Inzign Pte Ltd, Mr. Lau joined our Group as a director of engineering in
June 2014.

Mr. Lau obtained a degree of Bachelor of Science in Mechanical Engineering from
University of Manchester in UK in July 1983, a degree of Master of Science in Management
Science from Imperial College in UK in January 1986 and a degree of Master of Science in
Manufacturing Automation from Imperial College in UK in February 1989.

Mr. Sim Seng Chye (LB%14), aged 58, is the director of manufacturing of our Group
mainly responsible for control and management of EMS manufacturing division.

Mr. Sim has over 35 years of experience in semiconductors and electronic products
manufacturing. In February 1982, Mr. Sim served as a production supervisor in National
Semiconductor (Pte) Ltd, the principal business of which is developing analog chips and
embedded processors, and he was primarily responsible for the supervision of products.
Subsequently Mr. Sim served as a senior production supervisor in Seagate Technology
Singapore Pte Ltd and then a senior production manager in Seagate Technology
International, from December 1985 to 30 September 1994. The last position held by Mr.
Sim in Seagate Technology International is a production director, primarily responsible for
control and managing of operation. Mr. Sim first joined us in August 1998 as a director,
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primarily responsible for manufacturing and operating strategic management. Thereafter
Mr. Sim joined Avertronics Inc., a wire-harness and cable assembly projects manufacturer
in Taiwan, in October 2000, and served us again in May 2004 as a vice president of
operations until January 2006. Between April 2006 and January 2008, Mr. Sim served
Clecstica Electronics Malaysia Sdn Bhd, an electronic products manufacturer, as a general
manager of the Johor facility, primarily responsible for assisting management for
implementation of operation and strategic management planning. From April 2008 to
June 2011, Mr. Sim served MMI Holding Ltd., a high-precision electromechanical
components manufacturer, as a general manager, primarily responsible for assisting
management for implementation of operation and strategic management planning. In June
2011, Mr. Sim joined Broadway Industrial Ltd., a manufacturer of precision-machined
components for the electronics, automotive, oil and gas, as a general manager, primarily
responsible for assisting management for implementation of operation and strategic
management planning. Mr. Sim then joined our Group as a director of manufacturing in
May 2016.

Mr. Sim obtained a diploma in Supervisory Management Studies from the Institute of
Supervisory Management in March 1982, and a certificate in Supervising Studies from
Lancastrian School of Management in September 1981 in UK. In addition, Mr. Sim
obtained a Bachelor of Science degree from Kennedy Western University in the US in
October 1991, and obtained a Master of Arts degree from University of Hull in UK in July
2000.

Mr. Kow Wee Khiang Nichoals (% %3i#), aged 59, is the quality assurance director of
our Company mainly responsible for quality management for EMS division for our Group.

Mr. Kow has over 33 years of experience in electronic, semiconductor, automation and
precision tooling industry. From April 1984 to May 1987, Mr. Kow served Philips
Singapore Private Limited, an electronics, healthcare and lighting products manufacturer,
as a development engineer, primarily responsible for development process. Subsequently
Mr. Kow worked for Miniscribe Peripherals (Private) Limited, a disk storage products
manufacturer, as a manufacturing engineer around a year, primarily responsible for
manufacturing engineering, before Mr. Kow joined Micropolis Limited in September 1988
as a senior process engineer primarily responsible for process engineering. The principal
business of Micropolis Limited is manufacturing high capacity drives and controllers. After
left Micropolis Limited, Mr. Kow served Chartered Semiconductor Manufacturing Pte Ltd,
the principal business of which is provision of comprehensive wafer fabrication services and
technologies to semiconductor suppliers and systems companies, from March 1994 to
November 1997, as a senior engineer, primarily responsible for total quality management.
Thereafter Mr. Kow served SPT Asia Pte Ltd, a die and wire bonding tools manufacturer,
as a process and QA engineering manager from December 1997 to December 2006,
primarily responsible for control and managing quality of input and output. Before joined
us, Mr. Kow also worked for Manufacturing Integration Technology Ltd, the principal
business of which is design, development and distribution of automated equipment, as a QA
manager (Grade M3) from January 2006 to May 2017, primarily responsible for control and
managing quality of input and output. Mr. Kow joined us in June 2017.
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Mr. Kow obtained a bachelor’s degree of Engineering Mechanical from National
University of Singapore in June 1984, and a Degree of Master of Science (Industrial
Engineering) from National University of Singapore in June 1992. Mr. Kow also obtained
the certificates of Certified Quality Engineer, Certified Reliability Engineer, Certified
Quality Manager and Certified Black Belt Six Sigma in year June 1992, October 1995,
October 1999 and March 2006 respectively from American Society of Quality.

Mr. Tiong Nang King (5RBiM), aged 55, is the senior purchasing manager of our
Company mainly responsible for material control and monitoring supplier’s performance.
Mr. Tiong joined us in July 1999 and was promoted to current position in October 2005.

Mr. Tiong has over 30 years of experience in semiconductor industry. From June 1987
to February 1989, Mr. Tiong served Flextronics (S) Pte Ltd., an electronics products
manufacturer, as a procurement engineer, primarily responsible for sourcing electronic and
mechanical components. Subsequently, Mr. Tiong worked for Maxtor Singapore Ltd., a
disk drives manufacturer, as a Exempt Level 2/ Procurement Engineer from February 1988
to April 1994, primarily responsible for purchasing and sourcing for assigned commodity
and projects transfer. Mr. Tiong worked for Next Electronic Technology Pte Ltd., an
electronics products manufacturer, as a materials manager for around one year, before Mr.
Tiong joined Capital Parade Sdn Bhd in June 1995 as a procurement manager primarily
responsible for control of inventory and material purchasing. The principal business of
Capital Parade Sdn Bhd is power supply. After leaving Capital Parade Sdn Bhd, Mr. Tiong
served Vikay Industrial Ltd., a LCD and LCD assembly manufacturer, from May 1996 to
November 1997, as a purchasing manager, primarily responsible for control of inventory
and material purchasing. Before joined us, Mr. Tiong also worked for TRI-M
Technologies(s) Ltd., an electronics products manufacturer, as a purchasing manager
from November 1997 to July 1999, primarily responsible for management of purchasing
material and new sourcing.

Mr. Tiong obtained a Bachelor of Engineering in Electrical Engineering from
University of New South Wales in Australia in April 1987.

Mr. Li Gong (Z#t), aged 59, is the regional materials director of EMS division of our
Company and is mainly responsible for material management for our Group.

Mr. Li has over 30 years of experiences in mechanical engineering, casting tool design
and manufacture material and supply chain management in manufacturing industry. He
commenced his career in Beijing Coal Mining Equipment Factory* (4t ETEH AR, the
principal business of which is design and manufacturing supporting equipment for
comprehensive coal mining faces, as a engineer in October 1982, primarily responsible for
planning and management in factory planning. Subsequently, Mr. Li joined HuaYuan
Sci&Tech Development Company* (HESLRHLHAE/NT]), a technology company, as a a
number in September 1988, and he was primarily responsible for the performance and
management of a number of projects in the company. He then joined us in March 1992 as a
manager, primarily responsible for control and management of aluminium die casting tool
design and manufacturing. Since June 1997, Mr. Li was appointed as a QRA manager of the
EMS division and was involved in the application for the ISO 9002 certification, which was
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awarded to us in 1999. Mr. Li left us in March 1999 and joined Pioneer Die-casting
Industrial, a high precision die castings products manufacturer, as a engineering manager.
Thereafter, Mr Li served us again from April 2001 to October 2005 as a materials director.
From October 2005 to December 2007, Mr. Li served as a commodity manager in
Powerwave Technologies, Inc., a hardware, software and telecommunications service
providers in the US, primarily responsible for strategizing and managing commodity
function. From January 2008 to August 2013, Mr. Li served as a commodities and supplier
quality manager in Solfocus, Inc., the principle business of which is development,
manufacturing and deploying concentrator photovoltaic systems, and he was primarily
responsible for controlling supply quality. During the same period, Mr. Li also served as a
manger in HCPV Solar Power System Innovation and MGF, a solar related products
manufacturer, and he was primarily responsible for commodity and quality control in Asia.
From August 2013 to March 2015, Mr. Li served QBotix Inc. and Suzhou Industrial Park
Hexin Clean Electric Appliance Co., Ltd. as a representative of Asia manufacturing and
chief operating officer respectively, and he was primarily responsible for company’s product
quality and delivery and strategy management in China. The principal business of QBotix
Inc. is development of robotic operated tracking systems for photovoltaic solar farms. The
principal business of Suzhou Industrial Park Hexin Clean Electric Appliance Co., Ltd. is
manufacturing and packaging of LED light emitting products respectively. Mr. Li rejoined
us in March 2015 as the Regional materials director of EMS division.

Mr. Li obtained a bachelor’s degree in Mechanical Engineering from China Mining
University in the PRC in 1982. Mr. Li also obtained a certificate of Chief Economist from
ChangChun Industrial & Communication Management Institute in the PRC in 1987.

Mr. Tan Chun Hee Matthias, aged 48, is the MIS Manager of our Group mainly
responsible for management of all information technology functions and Information
Technology equipment of our Group. Mr. Tan joined us in April 2003 and was promoted to
be current position in January 2005.

Mr. Tan has over 25 years of experience in information technology. From July 1992 to
July 1994, Mr. Tan served Chartered Electronics Industries Pte Ltd., the principal business
of which is eclectronics manufacturing services, as a junior programmer, primarily
responsible for day to day systems administration and development of programs. From
June 1994 to June 1995, Mr. Tan served SMT Circuit Assembly Pte Ltd., the principal
business of which is electronics manufacturing services, as a systems administrator,
primarily responsible for information technology support and network administration. Mr.
Tan rejoined Chartered Electronics Industries Pte Ltd in June 1995 as a senior systems
administrator, primarily responsible for information technology systems support and
administration. Subsequently Mr. Tan worked for Manufacturers Services S’pore Pte Ltd.,
the principal business of which is electronics manufacturing services, as a senior application
specialist from June 1996 to March 2001, primarily responsible for Information Technology
systems or applications support. Before joined us, Mr Tan served Jardin OneSolution
Singapore Pte Ltd., a Information Technology company, as a senior system analyst from
March 2001 to April 2003, primarily responsible for Information Technology systems or
applications support and maintenance.
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Mr. Tan obtained a higher diploma in Computer Studies from Staffordshire University
in I Singapore in August 1997 and a diploma of higher education in Information Systems
from Thames Valley University in Singapore in December 1998.

Mr. Yan Xiang (& FH), aged 46, is the finance controller of Kinergy EMS mainly
responsible for accounting and finance of Kinergy EMS, one of our major subsidiaries. Mr.
Yan joined us in April 2001 and was promoted to be current position in March 2017.

Mr. Yan has over 21 years of experience in accounting. Mr. Yan worked for Nantong
Swanson Plastic Co., Ltd*. (JEH# B (F%)A R/ 7]), a plastic products manufacturer,
from April 1996 to March 2001. The last position he held in the company is the account
manager, primarily responsible for accounting related matters such as audit and cost
accounting.

Mr. Yan obtained a college diploma in Electromechanical Engineering from Jiangsu
Broadcast TV University* (VL#R)&E 375 B KE:) (now known as Nantong Open University*
(P4 ALK EL)) in the PRC in July 1994. Mr. Yan attended the long distance learning
courses in Nanjing Institute of Economics* (7 F &8 E4B) (now known as Nanjing
University of Finance & Economics* (F 58K E,)) and obtained a college diploma in
Accounting in June 1995 and a bachelor diploma in Accounting in June 2001. He also
obtained the qualification of assistant accountant and accountant as conferred by the
Ministry of Finance of the PRC (¥ A\ RILAIE BFEGT) in May 1997 and May 2002
respectively. Mr. Yan has become a non-practising member (FFE1ZE & B) of the Chinese
Institute of Certified Public Accountants (H [ iF it € 51 i {55 &) since October 2006.

Mr. Tong Hua (##£), aged 55, is the general manager of Kinergy EMS mainly
responsible for human resources and development relationship with customers and local
government in respect of our operations in the PRC.

Mr. Tong has over 30 years of experience in semiconductor industry. Before joining
our Group, Mr. Tong worked at Institute of Semiconductor, Chinese Academy of Science,
an institution for research and development of semiconductor product and process in the
PRC, from December 1987 to August 1991. Mr. Tong joined the Company in May 1992 as
an engineer primarily responsible for Automatic equipment manufacturing and
management. Mr. Tong left us in 2013 and joined Nantong Sinfong Precision
Engineering Co., Ltd. as a deputy general manager. In October 2016 Mr. Tong rejoined
us and he is now the general manager of Kinergy EMS.

Mr. Tong obtained a bachelor’s degree in Physics from Peking University in the PRC
in July 1984. Mr. Tong obtained a master degree in Science from Institute of
Semiconductor, Chinese Academy of Science in the PRC in December 1987.

None of our senior management members has been a director of other public
companies the securities of which are listed on any securities market in Hong Kong or
overseas for the three years immediately preceding the date of this document.
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JOINT COMPANY SECRETARIES

Ms. Gn Jong Yuh Gwendolyn, was appointed as the company secretary of our Company
on 15 January 2010. She is currently a partner of Shook Lin & Bok LLP and specializes in
the areas of corporate finance, capital markets, corporate and commercial law as well as
mergers and acquisitions. She has been responsible for our Company’s compliance with all
relevant statutory and regulatory requirements in Singapore since her appointment. Ms. Gn
joined Shook Lin & Bok LLP in October 2006 and has been active in acting for both listed
and unlisted corporations in regional mergers and acquisitions, takeovers and reverse
takeovers. She also regularly advises clients and financial institutions on corporate
governance, regulatory and corporate compliance issues.

Ms. Gn obtained an LLB (Hons) from the National University of Singapore in July
1994 and was admitted as an Advocate & Solicitor, Singapore in April 1995.

Ms. Wan Kim Ying Kasina (##1%8), was appointed as the joint company secretary of
our Company on 5 March 2018. Ms. Wan has over 10 years of experience in corporate
secretarial practice with listed companies. She is currently a company secretarial director of
legal, compliance and company secretarial department of CEL. She is responsible for all
company secretarial, listing and corporate governance related matters of CEL since 2006.

Ms. Wan obtained a master degree in corporate governance from The Hong Kong
Polytechnic University in 2006 and a master degree in Business Administration from
Murdoch University, Perth Western Australia in 2003. She is the fellow member of the
Hong Kong Institute of Chartered Secretaries and the Institute of Chartered Secretaries and
Administrators.

AUTHORISED REPRESENTATIVES

Mr. Lim Kuak Choi Leslie and Ms. Wan Kim Ying Kasina are the authorised
representatives of our Company.

BOARD COMMITTEES
Audit Committee

The Company established the audit committee with written terms of reference in
compliance with Rule 3.21 of the Listing Rules as well as the Corporate Governance Code
pursuant to a resolution of the Directors passed on [ ® ].

The audit committee comprises three members, namely Mr. Ng Tiak Soon (F¥JIH),
Dr. Senerath Wickramanayaka Mudiyanselage Sunil Wickramanayaka and Professor
Zhang Wei (5%#), all of whom are independent non-executive Directors. The chairman of
the Audit Committee is Mr. Ng Tiak Soon (F#JH).
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The primary responsibilities of the audit committee include, among others, to assist
our Board by providing an independent view of the effectiveness of the financial reporting
process, internal control and risk management system of our Group, to oversee the audit
process, to develop and review our policies and to perform other duties and responsibilities
as assigned by our Board.

Remuneration Committee

The Company established the remuneration committee with written terms of reference
in compliance with Rule 3.25 of the Listing Rules as well as the Corporate Governance
Code pursuant to a resolution of the Directors passed on [ ®].

The remuneration committee comprises three members, namely Mr. Bradley Fraser
Kerr, Dr. Senerath Wickramanayaka Mudiyanselage Sunil Wickramanayaka and Professor
Zhang Wei (5%%7), two of whom are independent non-executive Directors. The chairman of
the remuneration Committee is Professor Zhang Wei (5&f).

The primary responsibilities of the remuneration committee include, among others, (i)
making recommendations to our Directors regarding our policy and structure for the
remuneration of all our Directors and senior management and on the establishment of a
formal and transparent procedure for developing remuneration policies; (ii) making
recommendations to our Board on the remuneration packages of our Directors and senior
management; (iii) reviewing and approving the management’s remuneration proposals with
reference to our Board’s corporate goals and objectives; and (iv) considering and approving
the grant of share options to eligible participants pursuant to the Share Option Scheme.

Nomination Committee

The Company established the nomination committee with written terms of reference in
compliance with the Corporate Governance Code pursuant to a resolution of the Directors
passed on [ ®].

The nomination committee comprises three members, namely Ms. Foo Kaw Jee (£ /i
%), Mr. Ng Tiak Soon (¥ ¥ JIH) and Dr. Senerath Wickramanayaka Mudiyanselage Sunil
Wickramanayaka, two of whom are independent non-executive Directors. The chairman of
the nomination committee is Dr. Senerath Wickramanayaka Mudiyanselage Sunil
Wickramanayaka. The primary function of the nomination committee is to make
recommendations to our Board on the appointment of members of our Board.

CORPORATE GOVERNANCE

Our Directors recognise the importance of incorporating elements of good corporate
governance in the management structures and internal control procedures of our Group so
as to achieve effective accountability.
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Our Company has adopted the code provisions stated in the Corporate Governance
Code as set forth in Appendix 14 to the Listing Rules. Our Company is committed to the
view that our Board should include a balanced composition of executive and independent
n