THIS STATEMENT/CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to the next course of action to be taken, you should consult your stockbroker, bank
manager, solicitor, accountant or other professional adviser immediately.

Bursa Malaysia Securities Berhad (“Bursa Securities”) has perused this Circular only in respect of the Proposed
New Shareholders’ Mandate for Recurrent Related Party Transactions of a Revenue or Trading Nature on a limited
review basis pursuant to paragraph 4.1, Practice Note 18 of Bursa Securities’ Listing Requirement, prior to the
issuance of this Circular. Bursa Securities has not perused the Share Buy-Back Statement and the Circular in
respect of Proposed Renewal of Shareholders’ Mandate for Recurrent Related Party Transactions of a Revenue or
Trading Nature prior to its issuance as it is an exempt document pursuant to the Practice Note 18. Bursa Securities
takes no responsibility for the contents of this Statement/Circular, makes no representation as to its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this Statement/Circular. You should rely on your own evaluation to
assess the merits and risks of this Statement/Circular.
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DEFINITIONS

Except where the context otherwise requires, the following definitions shall apply throughout the Circular
and Statement (definitions denoting the singular number shall also include the plural number and vice

versa, where applicable):-

I/Actll

”AGM”

“Board”

“Bursa Securities”

ucodell

“CMSA”

“Circular”

“Director/(s)"”

”EPS”

MFYEII

”KHSB"

“Kobay” or the “Company”

“Kobay Group” or the “Group”

“Listing Requirements”

MLPDII

: The Companies Act 2016, as amended from time to time including

any re-enactment thereof

: Annual General Meeting

: Board of Directors of the Company

: Bursa Malaysia Securities Berhad [200301033577 (635998-W)]

: The Malaysian Code on Take-overs and Mergers 2016 (including

the Rules on Take-overs, Mergers and Compulsory Acquisitions),
as amended from time to time and any re-enactment thereof

: The Capital Markets and Services Act 2007, as amended from time

to time and any re-enactment thereof

: This circular to the shareholders of Kobay dated 29 November

2021 in relation to the Proposals

: The director/(s) of Kobay and shall have the meaning given in

Section 2(1) of the Act and Section 2(1) of the CMSA

: Earnings Per Share

. Financial Year End

: Kobay Holdings Sdn. Bhd. [199301026180 (280918-D)]

: Kobay Technology Bhd.[199401022600 (308279-A)]

: Kobay and its subsidiaries

: The Main Market Listing Requirements of the Bursa Securities

and Practice Notes issued thereunder including any amendments
thereto that maybe made from time to time

: 19 November 2021, being the latest practicable date before the

printing of this Statement/Circular



“Major Shareholder”

“Market Day”

“Proposed Share Buy-back”

“Proposed New Shareholders’
Mandate”

7

“Proposed Renewal Shareholders
Mandate”

“Related Party(ies)”

“RM” and “sen”

“RRPTs”

”SC”

“Substantial Shareholder”

“share(s)”

: Includes any person who is or was within the preceding 6 months

of the date on which the terms of the transaction were agreed

upon, has an interest or interests in one or more voting shares in

Kobay (or any other corporation which is its subsidiary) and the

nominal amount of those shares, or the aggregate of the nominal

amounts of those shares, is :-

(@) 10% or more of the total number of all the voting shares in the
Company; or

(b) 5% or more of the total number of all the voting shares in the
corporation where such person is the largest shareholder of
the Company.

For the purpose of the definition, “interest in shares” has the
meaning given under section 8 of the Companies Act, 2016

: A day on which Bursa Securities is open for trading of securities

: The proposed purchase by Kobay of its own shares on the Bursa

Securities of up to 10% of the Company’s issued and paid-up share
capital at any given point in time during the authorized period

: Proposed New Shareholders’ Mandate to be obtained by Kobay

pursuant to Part E, Paragraph 10.09 subparagraph (2) of Chapter
10 of the Listing Requirements in relation to RRPTs

: Proposed Renewal of Shareholders’ Mandate for which has been

approved by shareholder during its 26" AGM held on 26 November
2020 and is due for renewal pursuant to clause 3.14 of Practice
Notes 12.

: Adirector or major shareholder of Kobay or person connected with

such a director or major shareholder as defined under Chapter
1.01 of the Listing Requirements of Bursa Securities

: Ringgit Malaysia and sen respectively

. Recurrent related party transactions of a revenue or trading nature,

which are necessary for the day-to-day operations of the Kobay
Group, entered/to be entered into by Kobay and/or its subsidiary
companies, which involves the interest, direct or indirect, of the
related parties

: Securities Commission Malaysia

: Having the meaning given under Section 136 of the Act

: Ordinary share(s) in Kobay



“Treasury Shares” : Purchased Shares which are or will be retained in treasury by the
Company and shall have the meaning given under Section 127 of
the Act

“VWAP” : Volume weighted average market price

All references to “you” and “your” in this Statement/Circular are to the shareholders of the Company.
Words referring to the singular shall, where applicable, include the plural and vice versa and words referring
to the masculine gender shall, where applicable, include the feminine and neuter genders and vice versa.

Reference to persons shall include corporations.

Any reference in this Statement/Circular to any enactment is a reference to that amendment currently
enforced and as may be amended from time to time and any re-enactment thereof.

Any discrepancies in the tables between the amounts listed in the tables are the totals in this Statement/
Circular are due to rounding.

Any reference to a time of day in this Statement/Circular shall be a reference to Malaysian time, unless
otherwise stated.

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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KROBAY

TECHNOLOCGY B H D

Registration No.: 199401022600 (308279-A)
(Incorporated in Malaysia)

PART A : STATEMENT IN RELATION TO THE PROPOSED RENEWAL OF SHARE BUY-BACK AUTHORITY

1. INTRODUCTION

At the Company’s Twenty-Sixth (26") AGM held on 26 November 2020, the Board of Directors of
Kobay had obtained its shareholders’ approval to renew the authority for the Company to purchase
and/or hold its own shares up to a maximum of ten per cent (10%) of the issued share capital of
Kobay through Bursa Securities pursuant to Section 127 of the Act. This authority shall lapse at the

conclusion of the forthcoming AGM which has been scheduled to be held on 28 December 2021.

On 19 November 2021, the Company has announced to Bursa Securities that it proposes to seek a
renewal of the authorisation for the Proposed Share Buy-back from its shareholders at the forthcoming

AGM.

THE PURPOSE OF THIS STATEMENT IS TO PROVIDE YOU WITH THE INFORMATION ON THE PROPOSED
RENEWAL OF SHARE BUY-BACK AUTHORITY AND TO SEEK YOUR APPROVAL FOR THE ORDINARY
RESOLUTION PERTAINING TO THE RENEWAL OF THE AUTHORIZATION ON PROPOSED SHARE BUY-
BACK TO BE TABLED AT THE TWENTY-SEVEN (27™) AGM OF THE COMPANY TO BE CONVENED AT 4™
FLOOR, WISMA KOBAY, NO. 42-B, JALAN RANGOON, 10400 GEORGE TOWN, PENANG ON TUESDAY, 28

DECEMBER 2021 AT 2.30 PM.

YOU ARE ADVISED TO READ THIS STATEMENT TOGETHER WITH THE APPENDIX BEFORE VOTING ON THE

ORDINARY RESOLUTION PERTAINING TO THE PROPOSED RENEWAL OF SHARE BUY-BACK AUTHORITY.
2. DETAILS OF THE PROPOSED SHARE BUY-BACK

2.1 Proposed Share Buy-back

2.1.1. Kobay is proposing to renew the existing Share Buy-back Authority to purchase its
own shares up to a maximum of ten per cent (10%) of the issued share capital at the
forthcoming AGM subject to compliance with the provisions of the Act and any prevailing
laws, rules, regulations, guidelines and requirements issued by relevant authorities at any

time of the purchase.

2.1.2. Pursuant to the Listing Requirements, if the Proposed Share Buy-back Authority, being

renewed, it will be continued in force until :-

(i) the conclusion of the next AGM of the Company at which time the authority shall
lapse unless by ordinary resolution passed at that general meeting, the authority is

renewed either unconditionally or subject to conditions;

(i) the expiration of the period within which the next AGM of the Company after the
date it is required to be held pursuant to Sections 340(1) & 340(2) of the Act (but
shall not extend to such extension as may be allowed pursuant to Section 340(4) of

the Act); or

(iii) revoked orvaried by ordinary resolution passed by Kobay’s shareholders in a general

meeting,

whichever occurs first.



2.1.3.

As at LPD, Kobay has 306,280,803 ordinary shares issued whereby 6,000,000 ordinary
shares purchased in the past are held as treasury shares. The maximum number of shares
can be purchased under the Proposed Share Buy-back, if renewed, will be 30,628,080
ordinary shares or 10% of the Company’s issued share capital.

Treatment of Purchased Shares

In accordance with Section 127 of the Act, the Board may, at its discretion, deal with the
purchased Kobay shares in the following manner :-

(i) cancel the purchased Kobay shares;

(i) retain the purchased Kobay shares as treasury shares; or

(iii) retain part of the purchased Kobay shares as treasury shares and cancel the
remainder of the purchased Kobay shares.

Where the purchased Kobay shares are held as treasury shares, the Board may :-

(@) distribute all or part of the treasury shares as dividends to shareholder;

(b) resell all or part of the treasury shares on Bursa Securities in accordance with the
relevant prevailing rules of Bursa Securities;

(c) transfer all or part of the treasury shares for the purposes of or under an employees’
share scheme;

(d) transfer all or part of the treasury shares as purchase consideration; or

(e) sell, transfer or otherwise use the treasury shares for such other purposes as the
Minister charged with the responsibility for companies may by order prescribe.

Pursuant to Section 127(5) of the Act, the purchased Kobay shares unless held in treasury,
shall be deemed to be cancelled immediately on purchase. Further, Section 127(8) of the
Act provides that the holder of treasury shares shall not confer :

(1) theright to attend and vote at meetings and any purported exercise of such rights
is void; and

(2) the right to receive dividends or other distribution, whether cash or otherwise of
Kobay'’s assets including any distribution of assets upon winding-up of Kobay.

Kobay shall make an immediate announcement to Bursa Securities of any purchase/resale
or cancellation of treasury shares. In the event Kobay wishes to purchase its own shares,
Kobay is required to lodge a declaration of solvency to Bursa Securities and release an
immediate announcement on the day the purchase is made.

Pricing of Share Purchase

In accordance to Para 12.17 of the Listing Requirements, Kobay may only purchase
its own shares listed on Bursa Securities at a price which is not more than 15% above
the VWAP of the shares for the five (5) Market Days immediately before the date of the
purchase/(s).

Pursuant to Paragraph 12.18 of the Listing Requirements, Kobay may only resell the

treasury shares held on Bursa Securities at a price which is :-

a. not less than the VWAP for Kobay shares for the five (5) Market Days immediately
before the date of the resale; or

b. at a discounted price of not more than 5% discount to the VWAP for the treasury
shares for the five (5) Market Days immediately before the resale provided that the
resale takes place not earlier than 30 days from the date of purchase and the resale
price is not less than the cost of purchase of the shares being resold.



2.2

2.3

2.1.6. Funding

The funding for the purchase by the Company of its own shares is expected to be internally
generated. The Board will determine the allocation of an appropriate amount of the
Group's internally generated funds for the purchase and the amount shall not exceed the
aggregate balance standing in the retained profits account of the Company.

The actual number of shares to be purchased and the timing of such purchase(s) would
depend on, inter-alia, market conditions, retained profits account of the Company as well
as the availability of financial resources/funds necessary to give effect to such purchase(s).

Depending on the quantum and the purchase price, the Proposed Share Buy-back may
reduce the working capital and cash balance of Kobay.

The amount allocated for the Proposed Share Buy-back shall not exceed the retained
profits account of the Company. The audited retained profits account of the Company as
at 30 June 2021 was RM64,347,329. The retained profit account of the Company in the
management account as at 31 October 2021 was RM67,578,000.

Purchase, Resale and/or Cancellation of Treasury Shares

During the last FYE 30 June 2021, the Company has purchased a total of 2,000,000 Kobay Shares
as illustrated below.

Total

No. of shares Lowest price/ Highest price/ Consideration Cumulative
Date purchased share (RM) share (RM) (RM) of shares
30.04.2021 103,000 4.79 4.83 498,065.87 103,000
03.05.2021 287,600 473 490 1,378,424.58 390,600
04.05.2021 301,400 4.81 483  1,455,823.40 692,000
05.05.2021 319,600 4.77 482 1,535/425.12 1,011,600
06.05.2021 205,400 4.71 477 971,416.93 1,217,000
07.05.2021 284,000 4.71 475 1,345347.55 1,501,000
10.05.2021 334,400 4.66 472 1,576,087.58 1,835,400
11.05.2021 164,600 452 4.67 762,050.65 2,000,000

The 2,000,000 Kobay Shares purchased has been allotted with bonus shares on the basis of two
(2) Bonus Shares for every one (1) existing Kobay Share held on the Entitlement Date, 31 May
2021.The Company, as at the LPD, hold a total of 6,000,000 Kobay Shares as treasury shares as of
the end of financial year 2021.

Rationale of the Proposed Share Buy-back

The Proposed Share Buy-back would enable Kobay to utilise its financial resources, which are not
immediately required, for the purpose of purchasing its own shares, if deemed fit and expedient
by the Board. The Proposed Share Buy-back may enhance the EPS of the Company, which, in turn
is expected to benefit the shareholders of the Company.

In addition, the purchased shares can be held as treasury shares and/or be resold on Bursa
Securities to reap potential capital appreciation without affecting the issued share capital of
the Company. Should any treasury shares be distributed as share dividends, this would serve to
reward the shareholders of the Company.

The actual treatment of the purchased shares would depend on, inter-alia, the prevailing equity
market conditions and the financial position of Kobay and decision will be made by the Board at
the appropriate time.



2.4 Potential advantages and disadvantages of the Proposed Share Buy-back

The potential advantages and disadvantages of the Proposed Share Buy-back to the Company
and its shareholders are as follows:-

Advantages:-

(i) allows the Company the flexibility in attaining its desired capital structure; and
(ii) rewards the shareholders in the event the treasury shares are distributed as share dividends.

Disadvantages:

(i) theProposed Share Buy-back will reduce the financial resources of the Group and may result
in the Group forgoing better investment opportunities that may emerge in the future; and

(i) as the Proposed Share Buy-back can only be made out of retained profits account of the
Company, it may result in the amount available for distribution to shareholders as dividends
in the immediate future.

The Board will be mindful of the Company’s and its shareholders’ interests in undertaking the
Proposed Share Buy-back and in the subsequent resale of treasury shares on Bursa Securities, if
any.

3. FINANCIAL EFFECTS OF THE PROPOSED SHARE BUY-BACK

The effects of the Proposed Share Buy-back are illustrated below.

3.1

3.2

Share capital

The Kobay shares that may be purchased pursuant the Proposed Share Buy-back would have the
following effect on the issued share capital of the Company if the shares purchased are cancelled
entirely:-

No. of Kobay Shares
Issued share capital as at LPD 306,280,803
Assuming treasury shares held as at LPD are cancelled (6,000,000)
Assuming maximum number of shares to be purchased under the
Proposed Share Buy-back are cancelled (24,628,080)
Reduced issued share capital in the event that the
purchased shares are cancelled 275,652,723

However, there will be no effect on the issued share capital of the Company if the shares so
purchased are retained as treasury shares, resold, and/or distributed to shareholders as dividend.

Directors’ and Substantial Shareholders’ shareholdings

The effects of the Proposed Share Buy-back on the shareholdings of the Directors and Substantial
Shareholders of Kobay would depend on the timing and the number of shares so purchased, if
any. However, for illustration, the Proposed Share Buy-back would have the following effect on
the percentage of the shareholdings of the Directors and Substantial Shareholders, assuming
that a maximum number of 24,628,080 shares are purchased from the public :



3.2.1. Directors
AsatLPD A After Proposed Share
Buy-back @
Direct Indirect Direct Indirect
Dato’ Seri Koay Hean Eng - 106,298,940* - 106,298,940*
(35.40%) (38.56%)
Koay Cheng Lye - 106,298,940* - 106,298,940*
(35.40%) (38.56%)
Koay Ah Bah @ Koay Cheng Hock - 106,298,940* - 106,298,940*
(35.40%) (38.56%)
Sharifah Faridah Binti Dato’ Syed - - - -
Mahadzar Jamalullil
Khaw Eng Peng - - - -
Note :
Deemed interest by virtue of their substantial shareholdings in KHSB, a substantial shareholder
of Kobay

The percentage of shareholding is calculated based on 300,280,803 after deducting 6,000,000
treasury shares (retained by the Kobay as per Record of Depositors) from the fully issued share
capital of Kobay as at LPD.

The percentage of shareholding is calculated based on 275,652,723 shares after deducting
24,628,080 shares (being purchased from the public shareholders) and 6,000,000 existing
treasury shares retained by Kobay are cancelled from the fully issued share capital of Kobay as
stated in section 3.1 above

3.2.2. Substantial Shareholders

AsatLPD A After Proposed
share buy-back ©
Direct Indirect Direct Indirect
KHSB 106,298,940 - 106,298,940 -
(35.40%) (38.56%)
Norinv Kapital Sdn. Bhd. 59,714,100 - 59,714,100 -
(19.89%) (21.66%)
Premiergrow Capital Sdn. Bhd. 17,817,000 - 17,817,000 -
(5.93%) (6.46%)

Note :
N The percentage of shareholding is calculated based on 300,280,803 after deducting 6,000,000

treasury shares (retained by the Kobay as per Record of Depositors) from the fully issued share
capital of Kobay as at LPD.
The percentage of shareholding is calculated based on 275,652,723 shares after deducting
24,628,080 shares (being purchased from the public shareholders) and 6,000,000 existing
treasury shares retained by Kobay are cancelled from the fully issued share capital of Kobay as
stated in section 3.1 above.



3.3

34

3.5

3.6

Earnings

The Proposed Share Buy-back is not expected to have any material impact on the earnings of
the Group. However, the resultant reduction in the number of Kobay shares in issue would be
expected to correspondingly increase the EPS of Kobay, at Company and Group levels, if the
shares so purchased are cancelled or retained as treasury shares.

Dividends

The Proposed Share Buy-back will reduce the amount of distributable reserves of the Company
available for payment of dividends if the retained profits have been utilised to facilitate the
Proposed Share Buy-back.

Net Assets

The Proposed Share Buy-back may increase or decrease the net assets of Kobay and the Group
depending on various factors which include the treatment of the shares purchased, i.e. to cancel
or retain as treasury shares, the timing, purchase price and the number of shares so purchased, if
any, and the eventual treatment of any treasury shares arising.

The Proposed Share Buy-back will reduce the net assets per share of Kobay Group when the
purchase price exceeds the net assets per share of Kobay Group at the relevant point in time. On
the contrary, the net assets per share of Kobay Group will be increased when the purchase price
is less than the net assets per share of Kobay Group at the relevant point in time.

Working capital
Although the Proposed Share Buy-back would reduce the working capital of the Group to the

extent of the amount of funds utilized for the purchase of the Company’s shares, it is not expected
to have an adverse material effect on the working capital of the Group.

PUBLIC SHAREHOLDINGS SPREAD

According to the Record of Depositors and the Register of Substantial Shareholders of the Company
as at LPD, the total percentage of the issued share capital of Kobay which is held by the public (in
accordance with the public shareholding spread requirements of Bursa Securities pursuant to
Paragraph 8.02) was 38.74% representing 116,334,121 shares in Kobay. Pursuant to the Proposed
Share Buy-back renewal, the aforesaid public shareholding spread of Kobay would be reduced to
approximately 33.27% representing 91,706,041 shares in Kobay based on the assumption that all the
shares so purchased are from the public shareholders of Kobay.



IMPLICATIONS RELATING TO THE CODE

Based on the shareholdings as set out in Section 3.2 above, should the Company acquire the full
amount of shares representing ten per cent (10%) of its issued capital in the maximum scenario,
the total direct and indirect equity interests of the substantial shareholder, namely KHSB; and the
Directors, namely Dato’ Seri Koay Hean Eng, Mr. Koay Cheng Lye and Mr. Koay Ah Bah @ Koay Cheng
Hock that deemed acting in concert with each other would increase by approximately 3.16% from
35.40% to 38.56% respectively.

Pursuant to Note 9 to Paragraph 4.01 under Part B, Rule 4 (Mandatory Offer) of the Code, a mandatory
offer obligation arises when as a result of a buy-back scheme by the company :-

(@) aperson obtains controls in a company; or

(b) a person holding more than 33% but not more than 50% of the voting shares or voting rights of
a company, increases his holding of the voting shares or voting rights of the company by more
than 2% in any 6-month period.

Therefore, KHSB and the said three (3) Directors would be obliged to undertake a mandatory offer
for the remaining shares in the Company not held by them. It is not the intention of the Company to
cause any shareholder to trigger an obligation to undertake a mandatory take-over offer under the
Code.

KHSB and parties deemed acting in concert will seek a waiver from the obligation to undertake a
mandatory take-over offer for the remaining Shares not already owned by them under Paragraph 4.15
under Part B, Rule 4 (Mandatory Offer) of the Rules at an appropriate time.

HISTORICAL SHARE PRICE
The monthly highest and lowest prices of Kobay Shares traded on Bursa Securities for the last 12
months from November 2020 to October 2021 are as follows:-

High Low
RM RM

2020
November 2.63 2.36
December 2.70 2.34

2021
January 5.50 2.38
February 5.50 4.50
March 5.18 3.40
April 4.89 4.60
May (Ex-Bonus Issue 28/5/21) 4.90 1.40
June 3.12 1.35
July 3.74 2.70
August 5.74 3.52
September 5.62 4.76
October 5.48 4.85

The last transacted market share price on 19 November 2021 being the closing price of Kobay Shares
at the latest practicable date prior to printing of this Statement was RM6.07.

(Source:https:// www.bursamalaysia.com/trade/trading resources/listing directory/company-
profile?stock code=6971)




7. APPROVALS REQUIRED
The Proposed Renewal of Share Buy-back Authority is subject to and conditional upon shareholders’
approval at the forthcoming AGM.

The Proposed Renewal of Share Buy-back Authority is not conditional or inter-conditional upon any
other corporate exercise being or proposed to be undertaken by the Company.

8. INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/OR PERSONS CONNECTED WITH THEM

Save for the inadvertent increase in the percentage shareholdings and/or voting rights of the
shareholdings as a consequence of the Proposed Share Buy-back renewal, none of the Directors and
major shareholders of Kobay or any other companies which is its subsidiary and/or persons connected
with them has any interest, whether direct or indirect, in the Proposed Renewal of Share Buy-back
Authority.

9. DIRECTORS’' STATEMENT AND RECOMMENDATION

The Board of Directors having considered all aspects of the Proposed Renewal of Share Buy-back
Authority, is of the opinion that the Proposed Renewal of Share Buy-back Authority is in the best
interest of the Company and it is fair and reasonable and is not detrimental to the Company and its
shareholders.

Accordingly, the Board of Directors recommends that you vote in favour of the resolution relating to
the Proposed Renewal of Share Buy-back Authority to be tabled at the forthcoming AGM.

10. AGM

The forthcoming AGM will be held at 4™ Floor, Wisma Kobay, No. 42-B, Jalan Rangoon, 10400 George
Town, Penang on Tuesday, 28 December 2021 at 2.30 p.m..

If you are unable to attend and vote at the AGM in person, please complete, sign and return the
Form of Proxy in accordance with the instructions printed thereon as soon as possible and in any
event, so as to arrive at the Registered Office of the Company at 3™ Floor, Wisma Kobay, No. 42-B,
Jalan Rangoon, 10400 George Town, Penang not later than forty-eight (48) hours before the time
appointed for holding the AGM or any adjournment thereof. The lodging of the Form of Proxy does
not preclude you from attending and voting in person at the AGM should you subsequently wish to
do so.

11. FURTHER INFORMATION

Shareholders are advised to refer to the attached Appendix of this Statement for further information.

This Statement is dated 29 November 2021.
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Board of Directors :-

Sharifah Faridah Binti Dato’ Syed Mahadzar Jamalullil (Chairman / Independent and Non-executive Director)
Dato’ Seri Koay Hean Eng (Managing Director / Chief Executive Officer)

Koay Cheng Lye (Executive Director / Chief Administrative Officer)
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Khaw Eng Peng (Senior Independent and Non-executive Director)

To : Our Shareholders

Dear Sir/Madam,

PART B : PROPOSED NEW AND RENEWAL OF SHAREHOLDERS’ MANDATE FOR RECURRENT RELATED
PARTY TRANSACTIONS OF A REVENUE OR TRADING NATURE

1.

INTRODUCTION

The Board of Kobay had on 19 November 2021 announced to the Bursa Securities that the Company
proposed to seek from its shareholders a mandate in accordance with Paragraph 10.09 of the
Listing Requirements in relation to the Proposed New and Renewal of Shareholders’ Mandate on
RRPTs as set out in Part B Section 2.4 of this Circular (hereinafter collectively referred to as“Proposed
Shareholders’ Mandate”).

The Proposed Shareholders’ Mandate, if approved by our shareholders, will take effect from the
passing of the relevant ordinary resolution at our Twenty-Seven (27") AGM and is subject to annual
renewal.

The purpose of this Circular is to provide you with relevant details of the Proposed Shareholders’
Mandate for recurrent related party transactions of a revenue or trading nature together with our
Board’s recommendations thereon and to seek your approval for the ordinary resolution to be
tabled at our forthcoming AGM.

YOU ARE ADVISED TO READ THIS CIRCULAR TOGETHER WITH THE APPENDIX CAREFULLY BEFORE
VOTING ON THE ORDINARY RESOLUTION PERTAINING TO THE PROPOSED SHAREHOLDERS' MANDATE.



2.

PROPOSED SHAREHOLDERS' MANDATE

2.1

2.2

Introduction

Under Paragraph 10.09 and the Practice Note 12 of the Listing Requirements, the Company
may seek shareholders’mandate in respect of RRPTs subject to the following:-

(a)

the transactions are in the ordinary course of business and are on terms not more
favourable to the related party than those generally available to the public;

the shareholders’ mandate is subject to annual renewal and disclosure is made in
the annual report of the aggregate value of transactions conducted pursuant to the
shareholders’ mandate during the financial year where the aggregate value is equal
to or more than the threshold prescribed under subparagraph (1) of 10.09 of Listing
Requirements;

the listed issuer’s circular to shareholders for the shareholders’ mandate shall include
the information as set out in Annexure PN12-A of Practice Note 12;

in a meeting to obtain shareholders’ mandate, the interested director, interested major
shareholder or interested person connected with a director or major shareholder and
where it involves the interest of an interested person connected with a director or
major shareholder, such director or major shareholder must not vote on the resolution
approving the transactions. An interested director or interested major shareholder
must ensure that persons connected with him abstain from voting on the resolution
approving the transactions; and

the listed issuer immediately announces to the Exchange when the actual value of
a RRPTs entered into by the listed issuer, exceeds the estimated value of the RRPTs
disclosed in the circular by 10% or more and must include the information as may be
prescribed by the Exchange in its announcement.

Where the listed issuer has procured a shareholders’ mandate pursuant to paragraph 10.09(2)
of the Listing Requirements, the provisions of paragraph 10.08 of the Listing Requirements
will not apply during the validity period of the shareholders’ mandate.

Principal activities of the Kobay Group

Kobay is principally an investment holding and management services company, whilst the
principal activities of its subsidiaries which are/will be dealing with the transacting parties are

as follows:-
Country Effective
of equity
Subsidiary companies incorporation | interest | Principal activities
Paradigm Metal Industries Malaysia 100% Manufacturing of precision
Sdn. Bhd. (“PMI”) metal stamping, sheet metal
and die casting parts
Paradigm Precision Malaysia 100% Manufacturing of precision
Components Sdn. Bhd. machined components
(IIPPCII)
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Country Effective
of equity
Subsidiary companies incorporation | interest | Principal activities
Avelon Healthcare Sdn. Bhd. Malaysia 70% Wholesale and retail sale of
(“Avelon Healthcare”) pharmaceutical and all kinds
of healthcare products
Arise Healthcare Sdn. Bhd. Malaysia 70% Retail sale of pharmaceutical
(“Arise Healthcare”) and all kinds of healthcare
products
Avelon Arise Sdn. Bhd. Malaysia 70% Retail sale of pharmaceutical
(“Avelon Arise”) and all kinds of healthcare
products
Galaxis Healthcare Sdn. Bhd. Malaysia 70% Sale of all kinds of healthcare
(“Galaxis Healthcare”) products under the “Biobay”
brand name
Galaxis Pharma Sdn. Bhd. Malaysia 70% Retail sale of pharmaceutical
(“Galaxis Pharma”) and all kinds of healthcare
products

2.3 Details of transacting parties

The details of the transacting parties with whom the Kobay Group is/will be transacting with

are as follows:-

Country of
Company incorporation | Relationship Principal activities
UA Materials Sdn. Malaysia Dato’ Seri Koay Hean Eng, being the Trading in
Bhd. (“UA") Director of Kobay Group and UA and commodities
persons connected with him are also particularly in metal
directors and major shareholders of UA | products
Avelon Healthcare Malaysia Koay Zee Ee being the Director and Wholesale and
Sdn. Bhd. (“Avelon person connected with him is major retail sale of
Healthcare”) shareholders within Avelon Group, pharmaceutical
Lim Beng Cheong and Chong Huei and all kinds
Shin, being the Directors and major of healthcare
shareholders of Avelon Group and products
persons connected with them are
also directors and major shareholders
within Avelon Group *
Arise Healthcare Malaysia Koay Zee Ee being the Director and Retail sale of
Sdn. Bhd. (“Arise person connected with him is major pharmaceutical
Healthcare”) shareholders within Avelon Group, and all kinds
Lim Beng Cheong and Chong Huei of healthcare
Shin, being the Directors and major products
shareholders of Avelon Group and
persons connected with them are
also directors and major shareholders
within Avelon Group *
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Country of

shareholders of Avelon Group and
persons connected with them are
also directors and major shareholders
within Avelon Group *

Company incorporation | Relationship Principal activities
Avelon Arise Sdn. Malaysia Koay Zee Ee being the Director and Retail sale of
Bhd. person connected with him is major pharmaceutical
(“Avelon Arise”) shareholders within Avelon Group, and all kinds
Lim Beng Cheong and Chong Huei of healthcare
Shin, being the Directors and major products
shareholders of Avelon Group and
persons connected with them are
also directors and major shareholders
within Avelon Group *
Galaxis Healthcare Malaysia Koay Zee Ee being the Director and Sale of all kinds
Sdn. Bhd. (“Galaxis person connected with him is major of healthcare
Healthcare”) shareholders within Avelon Group, products under
Lim Beng Cheong and Chong Huei the “Biobay” brand
Shin, being the Directors and major name
shareholders of Avelon Group and
persons connected with them are
also directors and major shareholders
within Avelon Group *
Galaxis Pharma Malaysia Koay Zee Ee being the Director and Retail sale of
Sdn. Bhd. (“Galaxis person connected with him is major pharmaceutical
Pharma”) shareholders within Avelon Group, and all kinds
Lim Beng Cheong and Chong Huei of healthcare
Shin, being the Directors and major products

* Avelon Group - Avelon Healthcare, Arise Healthcare, Avelon Arise, Galaxis Healthcare and
Galaxis Pharma

Nature of relationship of the Interested Parties

a) Dato’Seri Koay Hean Eng is a Director of Kobay and UA. He is deemed interested by virtual
of his indirect interest in Kobay via Kobay Holdings Sdn. Bhd., the major shareholder of
Kobay

b)  Dato’Seri Koay Hean Eng and persons connected with him which are his son, Koay Wei
Keong and his daughter, Dennycia Koay Zee Wei are all Directors of UA

) Dato’ Seri Koay Hean Eng and his son, Koay Wei Keong respectively holding 50% equity
interest each in UA

d)  Koay Zee Ee, the son of Dato’ Seri Koay Hean Eng, is a common Director of Avelon
Healthcare, Arise Healthcare, Avelon Arise, Galaxis Healthcare and Galaxis Pharma. He is
deemed interested by virtual of his father’s indirect interest in Avelon Group via Kobay,
the major shareholder of Avelon Group

e) Lim Beng Cheong and Chong Huei Shin are common directors of Avelon Group

f) Lim Beng Cheong and Chong Huei Shin are spouse, they are major shareholders of
Avelon Healthcare, Galaxis Healthcare and Galaxis Pharma with 15% direct interest and
15% of indirect interest through the shareholdings of his/her spouse. Both are also the
major shareholders of Avelon Arise and Arise Healthcare with 10% direct interest and
10% of indirect interest through the shareholdings of his/her spouse.
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2.6

2.7

Validity period

If approved at the forthcoming AGM, the Proposed Shareholders’ Mandate, which is subject to
annual renewal, will take effect from the date of the passing of the Ordinary Resolution thereto
and will continue to be in force until:-

(@)  the conclusion of the next AGM of the Company at which time it shall lapse unless
by ordinary resolution passed at that meeting, the authority is renewed, either
unconditionally or subject to conditions; or

(b)  the expiration of the period within which the next AGM of the Company after the date it
is required to be held pursuant to Sections 340 (1) & (2) of the Act (but shall not extend
to such extension as may be allowed pursuant to Section 340(4) of the Act); or

(c)  revoked or varied by resolution passed by the shareholders in a general meeting,

whichever is earlier.
Rationale for and benefit of the Proposed Shareholders’ Mandate

The Proposed Shareholders’ Mandate is to enable Kobay to seek mandate for the RRPTs to
be entered into by the Group. The RRPTs are necessary for the day-to-day operations of the
Group and contribute to its operational sales revenue. The RRPT(s) are recurring transactions
of a revenue or trading nature which are likely to occur with some degree of frequency and
may arise at any time and from time to time.

By obtaining the Proposed Shareholders’ Mandate and where appropriate, the subsequent
renewal thereof on an annual basis, the necessity to announce or convene separate general
meetings from time to time to procure shareholders’ prior approval for such transactions will
not arise. This will reduce substantially the administrative time and expenses associated with
the convening of such meetings, without compromising the corporate objectives of the Group
or adversely affecting the business opportunities available to the Group.

As for pharmaceutical group itself, by transacting with the Related Parties, the Group would
have an advantage of familiarity with the background, financial position and management of
the Related Parties, thus enabling more informed commercial decisions to be made.
Financial effects of the Proposed Shareholders’ Mandate

The Proposed Shareholders’ Mandate will not have any effect on the issued share capital and

major shareholders’ shareholdings of Kobay, and are not expected to have any effect on the
earnings and net assets of Kobay for the financial year ending 30 June 2022.
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2.8 Review procedures

To ensure that the RRPTs are undertaken on arm'’s length basis and on normal commercial
terms, which are consistent with Kobay’s usual business practices and policies (taking into
consideration the prevailing market rate/prices of products/services rendered, preferential
rates and discounts for bulk purchases by Related Parties) and are on terms not more
favourable to the Related Parties than those extended to third parties/the public and are
not to the detriment of the minority shareholders of Kobay, the Audit and Risk Management
Committee ("ARMC") has been tasked with the review and approval of such transactions.

The ARMC currently comprises of:-

Name Directorate/Position in ARMC
Khaw Eng Peng Independent Non-executive Director/Chairman
Sharifah Faridah Binti Dato’ Syed Independent Non-executive Director/Member

Mahadzar Jamalullil

Koay Ah Bah @ Koay Cheng Hock | Non-independent Non-executive Director/Member

To monitor the RRPTs, the following review procedures have been implemented by the
Company:-

(i)

(ii)

(iii)
(iv)

(vi)

records will be maintained by the Company to capture all RRPTs which are entered into
pursuant to the 10.09(2) threshold which was adopted by the Group and shareholders’
mandate, if any;

all members of the Board and Audit and Risk Management Committee who are directly
or indirectly interested in any RRPTs shall declare their interest and abstain from
deliberations and voting in respect of these RRPTs;

the internal auditor will review the terms of the RRPTs as part of the annual audit
activities;

records, agreements, contracts and other relevant documents on all RRPTs will be made
available to the Audit and Risk Management Committee for review;

transaction prices of such RRPTs to be entered into will always take into account the
level of service (ie. in terms of the complexity of jobs), quality of service (ie. in terms of
on time delivery and quality of products) and on competitive pricing in the open market
and are not more favourable to the Related Parties than those generally available to
the public and will not be detrimental to minority shareholders. Whenever possible, at
least two other contemporaneous transactions with unrelated third parties for similar
products/services will be used as comparison to determine whether the price and
terms offered by Related Parties are fair and reasonable. In the event that quotation
or comparative pricing from unrelated third parties cannot be obtained (for instance,
if there are no unrelated third party vendors/customers of similar products or services,
or if the product/service is a proprietary item), the pricing of products/services will
be determined in accordance with the Group’s usual business practices, policies and
commercial terms in line with the industry practices for the same or substantially similar
type of transactions made by the Group with unrelated third parties and the RRPTs are
not detrimental to Kobay Group; and The RRPTs will be subjected to the same approval
thresholds as per Group Financial Policies and Procedures applicable for the other non-
related parties transactions; and

the Audit and Risk Management Committee will review quarterly, the RRPTs that may
arise within the Group to ensure that such transactions will be carried out at arm’s
length, and on normal commercial terms, and the terms are not more favourable than
those generally available to the public and are not to the detriment of the minority
shareholders. The Audit and Risk Management Committee shall assist to ascertain that
all procedures established to monitor RRPTs have been complied with.
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2.10

2.12

2.13

Disclosure

Disclosure will be made in the Company’s Annual Report the breakdown of the aggregate
value of transactions conducted, types of transactions made, names of related parties involved
and their relationship with the Company pursuant to the Proposed Shareholders’ Mandate
during the financial year, and in the Annual Reports for subsequent financial years that the
Proposed Shareholders’ Mandate continues to be in force.

Amount Due and Owing By Related Parties

At the end of financial year ended 30 June 2021, there is no amount due and owing by Related
Party under the Recurrent Related Party Transactions which exceeded credit term.

Statement by the Audit and Risk Management Committee

The Audit and Risk Management Committee of Kobay has considered the review procedures
mentioned in Section 2.8 above and is of the view that the said procedures are adequate to
ensure that all RRPTs will be identified, tracked, monitored and carried out at arm’s length
basis, and on normal commercial terms which are not more favourable to the related parties
than those generally available to the public and are not to the detriment of the minority
shareholders of the Company.

The Audit and Risk Management Committee may, at its discretion adopt new review and
disclosure procedures and/or amend the existing procedures to ensure that the RRPTs are at
all times, on the terms consistent with the Group’s practices.

Approval required

The Proposed Shareholders’ Mandate is subject to the approval of the shareholders of Kobay
at the forthcoming AGM.

Interests of Directors, major shareholders and/or persons connected with them

The shareholding information of the interested Director in Kobay Group, Dato’ Seri Koay Hean
Eng and/or person connected with the interested Director or major shareholders, Kobay
Holdings Sdn. Bhd. as at LPD is available at section 3.2 of the Share Buy-back Statement.

The interested Director and/or person connected with the interested Director who are deemed
to be interested in the Proposed Shareholders’ Mandate have abstained and will continue to
abstain from all Board deliberations and voting on the RRPTs at the relevant Board of Directors’
Meetings. All major shareholders and/or person connected with major shareholders who are
deemed to be interested in the Proposed Shareholders’ Mandate will also abstain from voting
in respect of their direct and/or indirect shareholdings in Kobay on the resolution pertaining
to the Proposed Shareholders’Mandate to be tabled at the forthcoming AGM of the Company.

The interested Director and/or major shareholders have undertaken to ensure that persons
connected with them shall abstain from voting on the resolution relating to the Proposed

Shareholders’ Mandate at the forthcoming AGM.

Save as disclosed above, none of the other Directors and/or major shareholders of Kobay and/
or persons connected with them have any interest, direct or indirect in the RRPTs.
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3. DIRECTORS' RECOMMENDATION

The Board of Directors, other than the interested Director is of the opinion that the Proposed
Shareholders’ Mandate is in the best interest of the Company. Accordingly, the aforesaid Directors
recommend that you vote in favour of the resolution relating to the Proposed Shareholders’Mandate
to be tabled at the forthcoming AGM.

4. AGM

The forthcoming AGM will be held at 4" Floor, Wisma Kobay, No. 42-B, Jalan Rangoon, 10400 George
Town, Penang on Tuesday, 28 December 2021 at 2.30 p.m.

If you are unable to attend and vote at the AGM in person, please complete, sign and return the
Form of Proxy in accordance with the instructions printed thereon as soon as possible and in any
event, so as to arrive at the Registered Office of the Company at 3™ Floor, Wisma Kobay, No. 42-B,
Jalan Rangoon, 10400 George Town, Penang not later than forty-eight (48) hours before the time
appointed for holding the AGM or any adjournment thereof. The lodging of the Form of Proxy does
not preclude you from attending and voting in person at the AGM should you subsequently wish to
do so.

5. FURTHER INFORMATION

Shareholders are advised to refer to the attached Appendix of this Statement/Circular for further
information.

Yours faithfully
For and on behalf of the Board of
Kobay Technology Bhd.,

Sharifah Faridah Binti Dato’ Syed Mahadzar Jamalullil
Independent Non-executive Chairman
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APPENDIX |
FURTHER INFORMATION

1. RESPONSIBILITY STATEMENT

The Directors have seen and approved this Statement/Circular and they have collectively and
individually accepted full responsibility for the accuracy of the information in this Statement/
Circular. They have confirmed that, after making all reasonable enquiries and to the best of their
knowledge and belief, there are no false or misleading statements or other facts which, if omitted,
would make a statement in this Statement/Circular false or misleading.

2. MATERIAL CONTRACT

Save as disclose below, Kobay and its subsidiaries have not entered into any material contract in the
ordinary course of business, within the past two (2) years immediately preceding the date of this
Statement/Circular :

(@)  Kobay UA Sdn.Bhd., a wholly owned subsidiary of Kobay, has entered into a sale and purchase
agreement on 20 May 2021 to purchase all those piece of land measuring approximately 15.13
acres held under two (2) separate land titles identified as HS(D) 27773 (PT1358) and PN 12029
(Lot 6584), Mukim 1 District of Seberang Perai Tengah, Penang together with a single storey
warehouse building and an ancillary building erected thereon from Southern Steel Bhd. for a
purchase price of RM33.088 million. The sale and purchase agreement was completed on 27
October 2021.

(b)  On 28 May 2021, Kobay has entered into a conditional share sale agreement on the proposed
acquisition of 70% equity interest in Avelon Healthcare Sdn Bhd, Galaxis Healthcare Sdn Bhd,
Avelon Arise Sdn Bhd, Galaxis Pharma Sdn Bhd and Arise healthcare Sdn Bhd for a total cash
consideration of RM47,666,676.80. The proposed acquisition has been approved by way
of poll at the Extraordinary General Meeting of the Company held on 22 July 2021 and the
transaction was completed on 5 August 2021.

3. MATERIAL LITIGATION

Neither the Company nor the subsidiaries are engaged in any material litigation, claims or
arbitration, either as plaintiff or defendant, which has a material effect on the financial position or
business, and the Company is not aware of any proceedings, pending or threatened, or of any
facts likely to give rise to any proceedings which may materially affect the financial position or
business, as at the date of this Statement/Circular.

4. DOCUMENTS FOR INSPECTION

Copies of the following documents are available for inspection at the registered office at 3™ Floor,
Wisma Kobay, No. 42-B, Jalan Rangoon, 10400 George Town, Penang, Malaysia during office hours
on Mondays to Fridays (except public holidays) from the date of this Statement/Circular up to
and including the date of the forthcoming AGM:

(i)  The Constitution of Kobay;

(ii)  The audited consolidated financial statements for the past two (2) years for FYE 30 June 2020
and FYE 30 June 2021; and

(iii)  Material Contract referred to in Section 2 above.
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