GROUP CHAIRMAN OFFICE

MEMORANDUM
TO :  Chief Executive Officers / Managing Directors / Heads of Company / Chief Operating
Officers / General Managers / Head Office Function Heads
cc :  Tan Sri William Cheng
Ms Elsie Tan Chitt Loo
En Dzulkifly Mohd Yusof
FROM ¢ Tan Sri Albert Cheng
DATE ¢ 28 July 2017
SUBJECT : Updates to Group Procurement Framework, Vendor Code of Conduct {VCOC) and

Vendor Letter of Declaration (VLOD)

In view of the enhancements recently made to the Code of Business Ethics & Conduct {CoBEC) which
included the development of VCOC, the Group Procurement Framework (previously known as Group
Procurement Policy) has been updated accordingly. The updates are mostly reflected in :

1.  Group Values and Commitment — Para 1.1, 1.2 and 1.3; and
2. Vendor Management —Para 5.3, 5.6 and 5.7.

A copy of the updated framework is attached herewith and the same has been uploaded to the Group
intranet for your reference. Please ensure that you disseminate this to all employees especially those
whose responsibilities and/or duties are relevant to procurement activities in your

divisions/companies/functions.

As the VCOC outlines the behaviour expected of the Group’s vendors, kindly ensure that your divisions/
companies/functions communicate this Code to all vendors through proper channels and to obtain their
declaration to abide by the Code using Vendor Letter of Declaration, a sample template of which is
made available on the Group intranet. The VCOC has also been uploaded to Lion Group website for easy
reference by your vendors or other business associates.

Your continuing adherence to the framework is key in ensuring efficient management of vendors and
sustainability of the Group’s competitiveness.

Best Regards,

TAN SRI ALBERT CHENG
Group Executive Director

Enclosures
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PROCUREMENT FRAMEWORK

Group Values and Commitment

1.1 The Group values the support, efficient performance and lawful conduct of its vendors as
key success factors in realising its business plans and objectives.

1.2 It is important that all business and affairs between the Group and its vendors are
conducted in a free, fair and proper manner at all times. All transactions with vendors shall
be made on impartial basis, legitimate business reasons and kept at arm’s length.

1.3 The Group is committed to the continuity of good business relationship with its vendors
by ensuring that its businesses, operations and associated processes are conducted with
high level of efficiency and ethics in line with its Code of Business Ethics and Conduct
(“CoBEC”). This is realised through integration of procurement governance, vendor
management and selective procurement methods upon which Lion Group’s procurement

capabilities are built.

Objective & Purpose

2.1 Thisframework enables progressive enhancement to the Group’s procurement capabilities
through improved abilities to compare prices mare effectively and to establish the
capability of potential vendors.

2.2 This framework is a part of the Supply Chain management providing guidelines for all

employees within the Group to implement best practice in procurement through
implementation of systematic, structured, accountable and transparent procurement

processes.

2.3 The governance and structured processes provide means for check and balance and
prevent the risk of or opportunity for fraud, bribery and/or kickbacks.

Scope & Applicability

3.1 The framework covers the types of purchases as outlined in general in Appendix 1 to this
framework.

3.2 This framework is applicable to all employees in Lion Group of companies including its
subsidiaries, both local and abroad.

3.3 Any variance and/or derogation from the principles and controls set in this framework may

be effected if they are to comply with local laws or they are of such a total effect that their
standards, procedures and controls are higher than prescribed herein.

Procurement Governance

4.1 The procurement function is guided by local procurement policies and strategies at each
operating company and/or respective business division. Nonetheless such policies must

uphold and conform to the Group’s CoBEC.

4.2 Consistency in processes is achieved through compliance with local standard operating
procedures for procurement and further supported by any relevant quality certification
duly obtained, if any, such as ISO etc.

4.3 Tools and Controls — use of standard contracts, letters of awards, purchase orders and

other similar documents to provide minimally acceptable terms and conditions in line with
industry norms/practice. Approval of purchases and any deviation from prescribed



6.0 Procurement Method

6.1

The purchasing operating company/business division, guided by their requirements for
time and cost efficiency and value of purchases, tactically selects one of the following
procurement methods that meets its business needs :

6.1.1 Open (Direct) Purchase — verbal or written quotations.
6.1.2 Competitive Quotations - written quotations.
6.1.3 Tender —open (public) or closed (selected) tender.

6.1.4 E-Procurement/ E-Tender.

7.0 Tender

7.1

7.2

7.3
7.4

7.5

7.6

¥

A tender procurement process is applicable under any one of the following circumstances

7.1.1 where the qualitative aspect of purchases is paramount and the ability to source
and compare that aspect is highly desirable and critical. Example, strict adherence
by tenderers to the drawing specifications of the designer who is appointed by the
purchasing operating company.

7.1.2 where the purchasing operating company or business division does not have the
necessary capability or expertise - all outsourcing, subcontracting works and
service agreements.

7.1.3 where the total estimated value of purchases reach the threshold which triggers
tender process requirement as defined in the respective operating company or
business.

Tender procurement process can be exempted or waived under any one or a combination

of the following circumstances :

7.2.1 the purchase, irrespective of volume committed, is acquired in the ordinary course
of business i.e. commaoditized or homogeneous or routine purchases.

7.2.2 item to be purchased is sole proprietary product or single source product with no
equivalent substitutes available.

7.2.3 the purchase is in relation to a project which is short, ad hoc and urgent.
7.2.4  the purchase is a repetition of a recent tender exercise.

7.2.5 intra Group purchases at arm’s length price.

Tender exercise is only opened to prequalified vendors.

A tender committee is set up for each tender exercise comprising members representing
the Management and also members with relevant skill, expertise or experience. The size,
role and responsibilities of such committee are established and defined at the respective

operating company and/or business division.

The tender committee undertakes to appoint persons with the right fit to the technical
evaluation and commercial evaluation panels.

Predefined assessment criteria together with scoring framework as outlined in tender
documents are used in shortlisting competitive tenderers for negotiation.

In the event there are less than three tenderers who bid for a tender, the purchasing
operating companies or business division :
7.7.1 may call for re-tender; or

7.7.2 proceed with direct negotiation with the tenderer(s) subject to higher authority
approval.



APPENDIX 1

SCOPE

In general, the framework covers the following types of purchases but not limited to:

Business Division Type of purchases

Retail e Refurbishment of existing stores
e Renovation of new stores
e Inventory for resale (direct sale)

Manufacturing / e Construction of new plant including ancillary infrastructure

Trading ¢ Refurbishment of plant and ancillary structure (example raw
material shed, workshop) including civil, mechanical and electrical
works

e Raw materials including consumables and packaging materials
¢ Inventory for resale (direct sale)

All business divisions e Purchase of administrative consumables e.g. stationery items

e Construction of administrative buildings and ancillary
infrastructure

e Office/administration premise preparation or upgrading

e Purchases of office equipment and/or furniture & fittings

¢ Information system including hardware and software

e Work or consultancy/advisory services

The purchases are essentially the key input sourced from external parties, suppliers, vendors or
contractors etc.
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VENDOR LETTER OF DECLARATION (VLOD)
INSTRUCTION NOTE

Heads of Company / Heads of Department via either respective procurement
department / team or any officer who undertakes procurement activities or function
in absence of a properly established procurement department, to forward a copy of
this template to active trade vendors and prospective trade vendors.

It is a good practice to also apply this to any other vendor with whom the transaction
may be a one-off engagement (or the nature of purchase is non-trade) but the value
of purchase is high.

New Vendors —this template to be filled in as part of Vendor Account Opening process.

Existing Vendors — this template will be provided upon review / renewal of purchase
agreement / annual service maintenance / service level agreement / tender process /

performance review.

Person-in-charge (PIC) to advise the vendors on the appropriate designation of the
head of the respective company to whom the duly completed template should be

directed.

PIC to forward the editable VLOD template minus this instruction note page.

Upon receipt, the procurement department / team / officer to keep the signed copy
of this declaration in the Vendor Management File.

PICs to follow up on the submission of declaration by new and existing vendors.
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VENDOR CODE OF CONDUCT

Parkson Retail Asia Limited, together with its subsidiaries (“PRA Group”) leverages on certain key Lion
Group’s policies and procedures in driving and upholding Lion Group’s corporate value. This Code is developed
by Lion Group as a quick guideline prescribing a set of principles to be adhered to by all vendors (service
providers included) of the companies within Lion Group in line with Lion Group's recognition and expectations
of the former's role and contributions as Lion Group's key business partners. This Code provides links between
Lion Group's Code of Business Ethics and Conduct. Group Procurement Framework and Risk & Fraud Policy
which collectively promote good and sustainable business practices. (Extract of these policies are available on
Lion Group corporate website at hup:/liongroup.com.my/governance)

1. Laws & Regulations

All vendors endeavor to ensure:

e Full compliance with laws and regulations of vendors' base / home countries as well as any other
country in which provision of services or products are made to Lion Group.

e  Fair competition is practised in accordance with local laws and activities restricting competition are
avoided.

e No infringement of intellectual property with regard to any product or service supplied to companies in
Lion Group.

e Non-involvement in fraud, bribery, corruption, extortion or similar illegal conduct.

e Non-involvement in all forms of money laundering and terrorism financing activities.

(3%

Conflict of Interest

All vendors endeavor to ensure:

e Integrity. transparency and honesty in the handling of all business dealings at all times including timely
and adequate disclosure of material information to Lion Group.

e Protection of confidential information.

e  Non-engagement with or non-condoning of various forms of unethical or prohibited business practices
including offering, promising. soliciting or accepting improper gifts, benefits, courtesies or kickbacks.

3. Health & Safety
All vendors take reasonable efforts to ensure:
o  Health and safety of all their stakeholders is a priority alongside commercial interests in creating and
maintaining a conducive and productive working environment.

4. Environment
All vendors, where practical, take reasonable measures to ensure:
e Minimised impact of their operations on the environment such as proper management of waste disposal

and pollution control measures.

Labour Standards

All vendors. where practical, take reasonable measures to ensure:

¢  Employment of workforce not contravening the local legal minimum labour age.

¢  Non-engagement with or non-condoning of forced, debt bonded. slavery or trafficking of persons in

their workforce.

tn

6. Reporting / Whistleblowing
All vendors undertake to:
e  Notify Lion Group of any situation that has actual, perceived or potential breaches or non-conformance
with any of the above principles.
e Notify Lion Group of any actual or perceived wrongdoing involving any employee or member of the
management of any company within Lion Group with regard to the Code of Business Ethics and

Conduct.



VENDOR LETTER OF DECLARATION

To:

[designation of the Head of Business/Company]
[name of specific company]

Dear Sir/Madam,

I, <name of vendor's director/ officer>, in my capacity
as <designation/ job title> being the authorised representative
of <name of vendor's corporation/ firm/ agency> bearing
Registration Number <MOR/ PKK/ CIDB/ ROS/ ROC/ ROB/ others - as per

local regulations>, hereby :

1. Declare that :
a) Our Company has been made aware of the Lion Group’s Vendor Code of Conduct
("VCOC") and understood the expectations of the VCOC in terms of our business conduct
arising from our business relationship with [Lion Group or the name of specific company];

b) None of our directors, officers or employees has been convicted of any offence involving
bribery, corruption or fraud or was subject to any inquiry, investigation or enforcement
proceedings by relevant authorities for alleged offence; and

¢) Our Company through any of our directors, officers or employees has never made any
promise, offer or has given any bribe or an improper advantage (monetary or otherwise) to
any person in [Lion Group or the name of specific company] or any other person representing
[Lion Group or the name of specific company] as an inducement or reward for selection as a
Vendor.

N

Undertake that :
a) Our Company will comply with the principles set forth in the VCOC: and

b) Our Company will bring to the attention of the Chief Auditor of PRA Group should we
become aware of any potential or real breaches of or non-conformance to the VCOC
involving any one of our directors, officers or employees and/or [Lion Group's or the name of
specific company’s] directors and employees.

Vendors may report suspected breach or non-conformance to :

The Chief Auditor

Tel No. : 603-33442882 ext. no. 3900

Fax No. ; 603-33442889

Email : whistleblowing@parkson.com.my
Address : Parkson Corporation Sdn Bhd

Level 5 Klang Parade
2112 Jalan Meru
41050 Klang
Selangor

Malaysia




Agree that ;

a) Any failure on the part of our Company to comply with the VCOC may result in review and/or
termination of the Company’s contract and/or business arrangements with [Lion Group or the
name of specific company] and also lodgment of report to relevant authorities.

b) Our Company shall be liable and shall be responsible in respect of any breach or non-
compliance of VCOC and our Company further agree and undertake that our Company shall
fully indemnify [the name of specific company] and keep [the name of specific company]
fully indemnified for all losses, damages, liabilities, costs and/or expenses suffered or incurred
by [the name of specific company] as a result of our Company’s non-compliance of the

provisions of VCOC.

¢) All information provided herein will be used for the purposes and treated in a manner in line
with Lion Group Privacy Notice which is published on the Group’s website at

www.lion.com.my.

<vendor signature>
Name
Date

<vendor’s companyv's stamp>

Note : Vendor to fill in relevant information where indicated < >

VENDOR TO RETURN THE COMPLETED LETTER OF DECLARATION TO :

[The Head of Business/Company]

Tel No. [telephone number]
Fax No. : [facsimile number]
Email : [email address of :

officer in charge of sending out VLOD; or
procurement depamuem; or
the specific company’s general email for
correspondence]

Address [address of specific company]




