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Patec Group, a Singapore-based auto components supplier, the company’s
chief executive officer Michael Wee said it would start to tap the medical
instrument market this year, which is seen as another sales catalyst by the
company.

“The company is scheduled to start shipping medical instrument sterilization
containers in August,” stated Michael Wee. He deeply convinced that sustained
growth in medical applications looks promising.

At the same time, Patec is planning to distribute the new products to B. Braun
Melsungen AG, a leading medical and pharmaceutical device supplier from
Germany, Wee said.
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Surgical Scissors and Hemostatic
Forceps Will be the Growth Drivers

In addition, Patec is set to begin shipping its surgical
scissors and hemostatic forceps in the fourth quarter
of this year, he said. On one hand, all the surgical
scissors and hemostatic forceps will be bar-coded.

How doctor or hospital benefit from bar-coded
instruments?

First of all, more than 50 instruments are used for an
eye surgery at average. It becomes easier for medical
personnel to track devices with scanner rather than in
a customary way. Before and after a surgery medical
nurse scan instruments which were used and control
sterilization process.

Secondly, machine readability of barcodes saves
the time needed for medical personnel to prepare
instruments before and after each manipulation. They
need to spend twice as less time to properly prepare
for a surgery.

Most important of all, safety requirements for
medical devices exploitation call for a strict control
over the instruments which are subject to sterilization
after each surgical manipulation. An option of
scanning instruments within a hospital enhances a
patient's safety and adds a good trust credit to clinic's
reputation.

For cost efficiency, providers receive support
bonus in terms of more analysis options and easy
documentation within inventory management. Costs
become transparent throughout a life cycle of each
instrument, especially for high-priced items. You know
the life cycle of each instrument — how many surgeries
and sterilizations were performed. Sometimes it
happens that the time to change an instrument has
come and you don't know it until you look for the
history of the instrument.

There are also benefits in terms of easy
documentation. It helps medical staff register
instruments when buying so that they know how
many instruments left and how many are to be
disposed of. In other words, it would be much easier
for the operating room management that focuses on
maximizing operational efficiency at the facility.
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The Turning Point of Patec

Apart from that, one of the biggest challenges that
Patec has had ever faced was in the late 1990s, when
they transferred their main production line from Japan
to Singapore for cost-effectiveness. “Our Japanese
customers doubt that whether made in Singapore
has the same quality that of made in Japan,” said
Michael Wee. Hence, Japanese customers adopted a
wait - and - see attitude for five years toward the new
changes.

Hopefully, although that the company lost their
orders from Japan, they still made it through by getting
orders from Singapore and Malaysia.

In face, Patec at first also considered to transfer
their production line to Taiwan, with the reason that
Singapore authorities have more offers so that they
decided to go to Singapore in the end. After five years
of struggling, Patec proved it those made in Singapore
are same with made in Japan and in lower cost.

To tap into the Automotive System
Parts Market by Accident

In 2006, one of Patec's customers that suffered from
its automotive components supplier unable to ship on
time so that urgently asked for help from them. Tooling
molding and put it into production within a month,
Patec to cut the Gordian Knot and then tap into the
comparably higher entry threshold automotive system
parts market.

To Penetrate into German Market

Michael Wee said that another milestone of the
company is that they sold their machines to Germany.
“Selling machines to Germany is a different story,
they have the highest standard when talking about
fabrication process.” Michael Wee added.

Michael Wee recalled that the German potential
buyer emailed him like five A4 pages written with
inquiries. “When the potential buyer comes to
Singapore, | ask one of my loyal local customers to
guide him in their factory, showing and answering
questions that the German potential buyer may
have,” said Michael Wee. Such an unconventional
approach worked, the German potential buyer has
no more question but only curious about what's the
key point of noise control of the machine. “That's our

know-how.” claimed the president.

The company said it expects gross margin to grow
further this year from last year's 29.1 percent, as the

medical instruments offer margins of more than 50
percent.

However, the company also plans to launch several
new lines of auto parts this year, in a bid to diversify
its product portfolio and satisfy global customers'
demand. Known for its metal stamping technologies,
Patec aims to manufacture some plastic injection
molded car components this year, such as wiper
linkages and injectors.

Product Diversification of Patec

The company applied its metal-forming technique
into the non-automotive business. For instance,
designed the punching machine for Intel Xeon system
servers' heat spreaders, Type-C, etc.

Michael Wee revealed that when they were working
on Intel's case, one of his colleagues had been
diagnosed with an insomnia disorder and resigned.
Afterward, Michael Wee encouraged his employees to
do teamwork in developing this project. Being united
is powerful, and finally became the only supplier for
the punching machine for Intel Xeon system servers’
heat spreaders.

The Ability to go
High Volume Production

Patec is able to make 500,000 pieces of wiper
linkages and 200,000 units of injectors per month,
Michael Wee said.

The company is to allocate nearly US$3 million
for capital expenditure this year, compared with last
year's US$2 million. The budget would mainly be used
to conduct research and development of new products
and raise production capacity at its China plants by 30
percent this year.

The company's subsidiary in Wuxi, China, has been
running at full capacity, Huang said.

Patec Continue Bullish Trend

Last year, the company posted cumulative sales of
NT$2 billion (US$66.3 million), a 30.5 percent increase
from NT$1.54 billion a year ago. Car components
remained the company's main source of revenues last
year, constituting 84percent of total sales, company
data showed.

In terms of its total revenue, China contributed 68
percent, while Indonesia 20 percent, Hungary six
percent, and Singapore six percent, respectively.
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Michael Wee also give credits to its Chinese
employees, saying that they are the best workforce.

Patec's largest customer in the sector is France-
based Faurecia, a leading auto parts manufacturer
and supplier to Volkswagen AG and General Motors
Co.

Patec said it will continue improving the quality of
its products to maintain its competitive edge. The
company is to upgrade its engine stabilizers with the
latest cold-forging technology to shorten manufacturing
time. As a matter of fact, the company committed to
achievingc full customer satisfaction through quality
assurance of their defect-free products.

The group said it will also tap into the medical
instrument business, The company said that its
medical instrument branch is to begin production in
the third quarter of next year, with a gross margin of
up to 50 percent.

To Increase the
Medical Instrument Business

“By 2020, we hope to raise the sales contribution
from the medical instrument business to 50 percent,”
Michael Wee said.

The group started with high-precision mechanical

press machine production, but now provides metal-
forming engineering solutions and metal-formed
components to global automotive and electronics
companies.

Patec has manufacturing bases in China, Indonesia
and Hungary, shipping products to global customers
its Web site shows.

Pursuing Excellence Relentlessly

Today, Patec Group employs more than 1000 staff
in two research locations, five production sites, and
six service centers worldwide. Patec celebrated its
20th anniversary in 2012 and continues to relentlessly
pursue excellence and create value for our customers,
suppliers and staff.

Moreover, Patec applied for primary listing on
Taiwan Stock Exchange on October 29th, 2014. The
highest proportion of Patec's sales revenue comes
from the sale of automotive safety system parts, which
are used in locks, seats, brake systems and providing
exhaust and clutch parts. Its major end customers are
Volkswagen, Toyota group, Honda and Yamaha back
then.

From an automotive system parts provider defined
as the traditional industry to the developer of surgical
scissors and hemostatic forceps. Let's wait and see
how Patec's going to transform and shine like a star.




