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5. THE TARB GROUP – BUSINESS OPERATIONS

5.1. History

In the late 1970s, Mr. Fang Chew Ham and his two brothers, being in the family business of producing
soy sauce which is still in existence today, saw the potential in supplying Caramel Colour to the soya
sauce industry and thus on 1 October 1977, established Soon Seng Sauce Mixture and Food Factory, a
partnership. The business grew and on 27th February 1989, SSSFI was incorporated in Malaysia to
take over the business of this partnership. The aforementioned founders who are also the Promoters of
the Group set up the Caramel Colour business with the corporate mission of producing a complete
range of Caramel Colour products.

The business started of on a small scale and up to the early 1990s, grew incrementally from profits
generated. The business then was a small-scale cottage industry, serving the smaller sauce makers. In
1995 and 1996, SSSFI secured a RM2.5 million and RM9.8 million banking facility respectively and
this marked a turning point for the Group. This funds was used to invest in modern machinery and
facilities, as well as working capital. On the back of this capital injection, turnover increased
substantially as the modern facilities enabled SSSFI to produce quality Caramel Colour and secure
substantial orders from the bigger and more established sauce manufacturers, which in turn led to
economies of scale. The working capital was also used for trading in flour which brought in additional
profits that was subsequently re-invested in the business.

Mr. Fang Chew Ham, now with over 30 years of experience in the industry together with an
experienced management team successfully grew SSSFI from a family business into a Group with NTA
of over RM19 million as at 31 December 1999. In view of the potential of the industry as well as
TARB Group’s position within the industry, Perbadanan Nasional Berhad took a 30% equity stake in
TARB Group on 3 August 1999 via a subscription of new shares in SSSFI.

TARB was incorporated in Malaysia on 21 April 1999 under the Companies Act 1965 as an investment
holding company to facilitate the listing of TARB. The TARB Group, through SSSFI is principally
involved in the manufacturing of a wide range of Caramel Colour, as well as HVP, Glucose/Maltose
Syrup and NFV. SSSFI’s current main product lies in its Caramel Colour product range which ranges
from positive to negative and further differentiated by its colour tones, which is detailed in the Section
on “The TARB Group: Business Operations - Products” below.

5.2. Products

TARB Group conforms to the “MS513: Specification for Caramel in the Manufacture of Soya Sauce”
which is the Malaysian standard for the production of Caramel Colour (“Malaysian Standards”) and all
its products have been certified as HALAL food products. All food products are manufactured under
strict quality control. The Caramel Colour and HVP products are marketed under the “AAA” marque
and are principally intermediary products i.e. it needs to be processed further prior to reaching the end
users, As for NFV, the Group markets under the “AAA” marque as well as contract manufacture for
industrial use and as table vinegar for consumers.

The Group plans to build up its branding and has registered its trademark on 29 August 2001 for its
NFV, liquid Caramel Colour products and all products under Class 30 of the Trade Marks Act 1976.
The trademark for its other products will be made in due course.

TARB Group’s standard food product range includes the following :-
1. Liquid Caramel AAA Normal (Positive);
2. Liquid Caramel AAA High (Positive);
3. Liquid Caramel AAA Medium (Positive);
4. Liquid Caramel AA High (Positive);
5. Liquid Caramel AA Normal (Positive);
6. Caramel Colour S2000 (International Grade) (Positive);
7. Caramel Colour S5000 (International Grade) (Positive);
8. Caramel Colour S10000 (International Grade) (Positive);
9. Caramel Colour International Grade (Single Strength) (Negative);
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10. Caramel Colour International Grade (Double Strength) (Negative);
11. NFV 5% (table vinegar);
12. NFV 10% (Industrial Grade);
13. NFV (10% Distilled White);
14. Soya Protein Sauce (HVP TN2.4);
15. Soya Protein Sauce (HVP TN3.0);
16. Glucose Syrup; and
17. Maltose Syrup.

Caramel Colour is mainly a colouring agent used in the food industry. Positive Caramel Colour is
principally for the sauces industry while negative Caramel Colour is for the beverages industry. The
Group’s standard range of Caramel Colours is suitable for use in sauces and seasonings such as sauces,
seasoning mix and syrup; beverages such as soft drinks, cordials and alcoholic drinks; baked products and
confectionery such as biscuits, cakes, chocolates and dark breads; and others such as canned foods, dairy
products, soups and pharmaceutical products.

HVP is a flavouring agent used in the food and beverage industry such as sauces, snack foods, etc. NFV,
on the other hand, has both industrial applications as well as household use. This also includes sauces such
as tomato sauce, table vinegar, etc.

Glucose/Maltose Syrup is a sweetener used in the food industry such as confectionery, pharmaceutical,
biscuit and sauces industry.

In addition to the abovementioned standard food product range, TARB Group manufactures specific food
products for its various clients; each with a unique ingredient mix and blend prepared to pre-specified
specifications.

All food products manufactured by the Group are marketed in industry standard packaging (the
availability of which is product dependent). Typically, this includes 23 kg and 30 kg plastic pails, 23
kg tin containers, 30 kg plastic pails, 295 kg drums and 1,200 kg plastic unicube containers for Caramel
Colour, 24 x 500 ml PET bottles, 30 liter plastic pails, 200 liter plastic drums and 6 metric tonne lorry
tank for NFV, and 30 kg plastic pails and 1,200 kg plastic unicube containers for HVP.
Glucose/Maltose Syrup, however, is marketed using 1,500 kg stainless steel tankers, 300kg steel drums
or 26 kg plastic pails.

Vinegar is a generic term used to describe both acetic acid, which is commonly used in households due
to its low cost and NFV which is produced by SSSFI. Acetic acid, as its name infers has an acidic base
and is produced through a chemical process while NFV is produced by natural fermentation process.

However, through continuous R&D, SSSFI hopes to reduce the cost differences between acetic acid and
NFV, hence enabling NFV to gain market share.

5.3. The TARB Advantage

TARB Group realises the market potential of Caramel Colour in Malaysia and in the region. In
Malaysia, Caramel Colour manufacturing is still a small to medium sized industry catering mainly to the
smaller sauce manufacturers. The management estimates that a significant proportion of the local
consumption of Caramel Colour is being imported. This is due to several factors such as the inability of
local suppliers to meet product and quality specifications. Caramel Colour for large scale processed
food, beverage and pharmaceutical industry requires exact standards that has to be adhered to
consistently, as colour is one of the most obvious visual signs of their respective products, and therefore
it cannot vary substantially between batches.

TARB Group specialises in the production of a range of quality Caramel Colour products through the
use of modern equipment and processes, backed with the expertise and experience of the senior
management. With a customer base of approximately 300 customers within Malaysia and about 50
customers overseas, TARB Group has built up its reputation over the years as a reliable and
competitive supplier of Caramel Colour, mainly to the soya sauce and related sauces industry. With
this, TARB Group is leveraging on its strength to promote its other products as HVP, vinegar and
Glucose/Maltose Syrup are also used by its customer in their production process.
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The Group has also ventured into other food related products to complement its strength in Caramel
Colour manufacturing with the objective of diversifying its revenue base. In 1997, the Group
commenced sales of NFV and subsequently in 1998, the Group began selling HVP with full commercial
production being launched in 1998 and 1999 respectively. This is the brainchild of management to
leverage on its existing strength as HVP and NFV both uses similar raw materials with Caramel Colour.

NFV is one of the ingredients used in the manufacture of sauces, pickles and other food condiments.
NFV in a lower concentrate can also be used as table vinegar or for cooking. It is produced by the
fermentation process, followed by conversion to vinegar. NFV provides a smooth sour taste for the
food. For this reason, NFV is considered a superior product compared to acetic acid (artificial vinegar)
which is more pungent. NFV being a natural product is also perceived as a healthier alternative over
acetic acid, which is artificially made. Although acetic acid is the lower cost alternative, the Group
believes NFV will gain market acceptance once its benefits are more publicly known.

Taste and aroma are two main factors playing an important role for food products. HVP is one of the
taste and aroma enhancers that are normally used in the food industry. The main components in HVP
are amino acids and peptide organic acids that contain various components of taste and aroma. It
provides a balanced taste to the product and has palatability functions. Beside the organoleptic
functions, HVP is also used as a masking agent for undesirable taste such as fishiness. HVP can be
marketed in liquid or powder form and it’s functional properties are not affected during heating or
cooking. For this reason, it is widely used as food ingredient in various products including seasoning
for instant noodle and other snacks. HVP also forms the base for soy sauce and it represents a natural
progression for the TARB Group to diversify into this industry.

Another new product of TARB Group is Glucose/Maltose Syrup which is a sweetening agent used in
the food industry. TARB Group principally targets the confectionery, pharmaceutical, biscuit and
sauces industry.

Among the competitive advantages of the TARB Group are :

Experienced Management

The founder, Mr Fang Chew Ham still heads the management of the Group. With over 30 years
experience in this industry and having grown the business from its inception, he has vast experience in
all aspects of the business, including process, markets and procurement. He has been instrumental in
helping to develop new products and variants as well as new formulations for the Group. He also has
an intimate knowledge of the machinery involved, as well as the production process.

Mr Fang’s expertise and standing in the industry was recognized when he was chosen as one of the “co-
opted” members in the Working Group on Sauces that prepared the Malaysian Standards which had
been approved by the Food and Agricultural Industry Standards Committee and endorsed by SIRIM
and subsequently published under the authority of the SIRIM Board in December 1993.

Mr Fang is aided by the management team who have the relevant expertise in their respective areas
such as production, finance, marketing and R&D. Together, the management team is positioned to
build upon the past success of the Group as they leverage on their collective experience and current
market opportunities to tap into the potential growth prospects in Malaysian and in the surrounding
region.

HALAL Certification

All products produced by TARB Group are HALAL certified by the Islamic Development Department
of Malaysia, an achievement which TARB Group is proud of.

TARB is able to capitalise on its HALAL status on its products by seeking new markets in other
Muslim countries such as Pakistan. This market offers good potential with Muslims living in all corners
of the globe. Through the Codex Alimentarius Committee, Malaysia has proposed the establishment of
an authoritative and globally recognised HALAL certification systems and thus Malaysia, being a
modern and progressive Islamic country, is expected to possess a competitive advantage in the export
of HALAL food products.
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Competitive and Flexible Pricing Strategy

TARB Group is able to maintain its competitive advantage over its competitors due to its competitive
and flexible pricing strategy. This is achievable, while maintaining sustainable profitability as TARB
Group produces its own liquid HVP and liquid Caramel Colour of quality through the use of efficient
and modern equipment.

Research and Development

The Group conducts in-house R&D to ensure continuous product development. Research and
development activities are focused on implementation of cost saving measures, increase production
productivity while retaining quality standards and development of new products.

Quality, Customisable Products

Furthermore, TARB Group is able to manufacture its products to international standards while being
able to custom manufacture to client’s specifications. This is particularly important as it enables TARB
Group to be in a position to secure long term, recurring orders from a multitude of potential customers
across numerous food, beverage and pharmaceutical product manufacturers. Together with the fact that
its operations are located in Malaysia, hence enabling it to control cost while maintaining high
standards will enable TARB Group to remain competitive.

5.4. Markets, Customers and Modes of Distribution

The TARB Group serves a wide range of users. For example, Caramel colour are used by soya sauce
and snacks manufacturers, pharmaceutical and confectionary industry while HVP are used by sauces
and snacks manufacturers. NFV, on the other hand also caters to end consumers on top of industrial
sauces manufacturers. Glucose/Maltose Syrup are used by candy, confectionary as well as snacks
manufacturers

TARB Group’s Caramel Colour based products are mainly used in the production of various sauces and
condiments; all of which are widely regarded as essential to Malaysian and Asean cuisine. These
include soya sauces (both thick and thin blends), oyster sauces, savoury sauces and essences. In
addition to the sauce making industry, the Caramel Colour based food products of the Group are
applied to the Malaysian food and beverage industry at large, such as carbonated drinks, candy, etc.

TARB Group caters to the needs of both Malaysian and foreign markets. Production is predominantly
for local consumption, contributing to approximately 74% of turnover. The Group’s main export
market is Singapore with approximately 12% of total turnover. Malaysian and Singaporean sales
consists largely of Caramel Colour sold to various producers of soya sauce. In 2001, approximately
4.7% of the Group’s turnover is to Philippines and 3.9% to Hong Kong. Among the notable
multinational companies in these new markets that the Group supplied to include Lee Kum Kee Co Ltd
(Hong Kong), PT Heinz ABC Indonesia, Pinakamasarap Overseas International and Lorenzana Food
Corporation (Philippines) and EAC Chemical Pte Ltd (Vietnam).

For the Group’s products such as Caramel Colour, Glucose/Maltose Syrup and HVP that are used in the
manufacturing of processed foods and beverage, the typical sales cycle is quite lengthy and takes
several months. This is due to the fact that the samples need to be tested thoroughly and in instances,
the formulation tweaked to produce the desired properties and results. As the food products sometimes
have a long shelf-life, some potential customers would require that their products manufactured using
samples from TARB Group be shelf-tested for several months to ensure compatibility and stability. In
addition to a lengthy sales cycle, there is usually a slow take-off in demand from new customers in the
food and beverage industry, as they initially order a small amount that is gradually increased as they
become more comfortable with the quality of the Group’s products.

As the Group’s products are principally intermediary products, sales, both local and exports are mostly
direct to manufacturers, with a small portion to agents (approximately 5%~10%). Sales are handled
through a sales and marketing team that includes technical personnel that can advise clients on product
usage, specifications and characteristics. Mr Fang is also actively involved in sales. Hence, due to the
nature of the industry and as its products are intermediary products, the Group does not require a large
marketing and distribution network.
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TARB Group has a diverse customer base, with approximately 300 local customers and 50 overseas
customers. For the year ending 31 December 2001, there are no customers who individually account
for more than 10% of the Group’s turnover.

5.5. General Economic Outlook

The performance of the Malaysian economy in 2001 has been adversely affected by the greater-than-
expected slowdown in the world economy, particularly in the United States (US) as well as the
continuing weak performance of the Japanese economy. The recent attack on the US has led to greater
uncertainties with respect to the severity and duration of the recovery in the US. There are concerns on
the risks of the US economy entering into a recession and the contagion on other industrialised and
developing economies. In the light of the more difficult environment, real GDP growth of the
Malaysian economy is projected to grow by 1%-2% for 2001. All major sectors are expected to be
adversely affected by the slower growth in the economy, particularly manufacturing which is estimated
to record a sharp deterioration in output growth. The steep decline in value added of the manufacturing
sector has, however, to some extent been offset by the better performance from agriculture, construction
and service sectors. The services sector has provided the lead in the growth of the economy on account
of better performance of government services and other services sub-sectors.

The outlook of the external sector in 2002 remains uncertain, particularly in the light of the aftermath of
the attack on the US. While it is generally viewed that the US may avoid a recession, the recovery
would be delayed with an upturn taking place gradually in the later part of 2002. The prospect for a
growth in Japan continues to be discouraging, with the economy not expected to witness a rapid growth.
Given the weaker performance of the US and Japan, world growth has subsequently been revised
downwards to 2.6%, with the GDP growth for the major industrialised countries decelerating to 1.3%.

The Malaysian economy is forecast to grow by 4-5% in 2002, led by stronger performances in the
manufacturing and services sectors. The recovery in global electronics demand will contribute towards
growth in the manufacturing sector while the pace of expansion in the services sector will be driven by
higher economic activities and the Government fiscal stimulus. Manufacturing sector is projected to
expand by 6.5% (2001:0.2%), following the recovery in global electronics demand which is already
reflected in the considerable reduction in the stock everhang of chips. The recovery process will be
further enhanced by higher US fiscal spending on military electronic equipment for surveillance and
communications network which will lead to higher demand for chips in the light of the 11 September
attack.

(Source : Economic Report 2001/2002)

The greater-than-expected slowdown experienced by the US has had an adverse effect on the Malaysian
economy. However, the Government has taken steps to soften the blow. Adjustments to the fiscal and
monetary policies have already been made. Higher tax rebates; lower EPF contributions by employees
and exceptions on stamp duty for sales and purchase of property are just some of the adjustments made
to stimulate domestic demand. As a result of the Government’s efforts to accelerate spending, total
expenditure increased at an annual rate of 3.3% in the second quarter of 2001. Despite higher
expenditure, revenue performance was also strong. The overall Federal Government budgetary position
recorded a small surplus of RM1.8 billion.

(Source:- BNM Quarterly Report for the Second Quarter of 2001)

Real output in the third quarter of 2001 recorded a moderate increase of 0.8% compared with the
preceding quarter, however real GDP declined by 1.3% in the third quarter of 2001. For the first three
quarters of 2001, real output growth has remained positive, recording an increase of 0.7%. During the
third quarter of 2001, several measures were implemented. Among them were to reduce the lending
rates for selected special funds, such as the Rehabilitation Fund For Small and Medium Industries
(RFSMI), Fund For Small and Medium Industries 2 (FSMI 2) and the New Entrepreneurs Fund 2 (NEF
2). With effect from 15 October 2001, the lending rates for these funds were reduced by 0.5 percentage
points for new and existing borrowers. This reduction aims to reduce the cost of doing business to
counter the effects of the global economic slowdown.

(Source:- BNM Quarterly Report for the Third Quarter of 2001)
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Economic conditions generally improved in the fourth quarter of 2001. Real GDP rose by 1.4% over
the third quarter. Compared with a year ago, GDP contracted marginally by 0.5%, compared with –
1.2% in the third quarter. The improved performance was driven by the strong fiscal stimulus
expenditure and the strengthened domestic demand against a gradual recovery in external demand.
Other positive developments in the fourth quarter include the moderation in the pace of decline in
exports, imports and manufacturing production.

(Source:- BNM Quarterly Report for the Fourth Quarter of 2001)

5.6. Industry Overview and Prospects

The Group is principally operating in the food and beverage industry although its products are mainly
intermediary products which need to be processed further prior to reaching end consumers. The current
market leaders in the international arena are from the West and hence the local market is vulnerable to
imports. However, the Board believes, with their growth strategies and experience in the local arena,
there are in a strong position to compete with their international rivals. Details on competition is shown
in the section on “The TARB Group : Business Operations - Competition and Demand.”

MS513 from SIRIM specifies the industry best practice standard for producing sauces of which SSSFI
fully complies with. In addition, Caramel Colour is a natural product that can be labeled simply as
“Caramel Colour” as specified under the Food and Poison Act 1967, hence providing a more acceptable
label declaration. As a result, there are little direct substitute products for Caramel Colour as a
colouring agent.

In the absence of industry specific to the Caramel Colour industry, the statistics of the food and
beverage industry is discussed below.

Export earnings from food, beverages and tobacco products registered an increase of 2.7% (January-
August 2000: 2.9%) in line with the continued economic recovery in the Asia Pacific region.

(Source: Economic Report 2001/2002)

The Industrial Production Index (IPI) for December 2001 rose by 2.1% to 183.8 as compared with
180.0 reported in November 2001. Year-on-year comparison showed that the IPI for the current month
dropped by 7.7% as against that of 199.1 reported in the month of Decenber 2000. The drop resulted
from the lower indices of the Manufacturing and Mining Sectors by 10.3%.

(Source: Index of Industrial Production, Malaysia, December 2001-Department of Statistics)

The strengthening of the Manufacturing Index for December 2001 over the preceding month of the year
was attributed to the growth in the indices of 30 industries (46.9%) out of a total of 64 industries
covered. Amongthe industries which recorded percentage increases were: Industrial Gases which
increased by 21.6% (to 236.3 from 194.4); Crude Oil Refineries which expanded by 10.1% (to 113.7
from 103.9); Wearing Apparel except Footwear, which moved up by 9.4% (to 113.7 from 103.9);
Semiconductors and other Electronic Components which advanced by 4.0% (to 283.3 from 272.5); and
Manufacture and Assembly of Motor Vehicles, which is higher by 2.0% (to 279.1 from 273.6)

(Source: Index of Industrial Production, MalaysiaDecember 2001-Department of Statistics)

The establishment of SIRIM, MARDI, and FAMA assisted in the alleviation of problems evident in the
industry.

Standards & Industrial Research Institute of Malaysia (“SIRIM”), a birth from the marriage of
Standards Institution of Malaysia (SIM) and the National Institute of Scientific and Industrial Research
on 16 September 1975, is vested with the power to provide for the promotion and undertaking research
activities. Hence, the growth of the Caramel Colour, NFV and HVP industry in Malaysia is sustained
with continued research and development in agricultural based products as well as development of
indigenous technology in food processing.
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5.7. Prospects of Caramel Colour

The processing of food and beverages uses thousands of additives that include among others, flavours
and flavour enhancers, colours, preservatives, antioxidants, emulsifiers, thickeners and sweeteners. Of
these, colour is an essential and important part of the food, beverage and medicine that we consume.
Colour adds to the desirability of certain foods, eg a darker brown colour in certain food products such
as brown bread or roast meat lends a more “cooked” and pleasant appearance. Colour also helps in the
expectation of taste of certain food products, eg the colour orange in an orange flavored soft drink, or
the brown colour in chocolate-based products. Colour is also an essential requirement for identifying
certain food products such as cola drinks that are readily identified by their dark-brown colour. Thus
colouring is added to various food and beverage products, including pharmaceutical products to add
colour, change colour, deepen the intensity of existing colours, or reduce the brightness of existing
colours. The colours used must have several characteristics for it to be commercially and economically
used in food and beverage manufacturing.

Among the many food colouring agents, Caramel Colour on its own can provide a wide range of end
colours in the yellow to brown segment. Caramel Colour can range from light yellows to reddish-
browns to the darkest browns, depending on the specific Caramel Colour selected and the concentration
used. In addition, Caramel Colour combines with other colours to achieve different effects, such as
those mentioned above.

Caramel Colour is produced by controlled heat treatment of food grade carbohydrates in the presence of
small amounts of food grade acids, alkalis or salts. Caramel Colour is versatile and it is able to be used
in a broad range of applications that may require different properties, which are detailed below.

Ionic Charge

Some foods are positively charged, whereas others have a negative charge. The use of colour that is of
the opposite charge may result in precipitation (where the positive and negative particles bind together,
form insoluble particles and settle out). Caramel Colour comes in both positive and negative charge.

pH Value

Food products come in a variety of pH values, and the coloring used has to take this into account in
order to not effect the pH of the final product. Caramel Colour has a range of pH values and can be
used in products with a wide range of pH levels, ranging from 2 to 10 ie from acidic to alkaloid in
nature.

High Salt and High Alcohol

Some products have either a high alcohol contents such as alcoholic drinks or high salt such as in soy
sauce and other related sauces. There are types of Caramel Colour that can be used in these extreme
conditions.

Application System

Colouring is administered in either liquid such as beverages, or powder form such as in mixes and
spices. All the 4 main types of Caramel Colour comes in both liquid and powder types.

In addition, Caramel Colour is a natural product that can be labeled simply as “Caramel Colour” as
specified under the Food and Poison Act 1967, hence providing a more acceptable label declaration
than coloring that is man-made, which requires the additive to be disclosed.

Due to the versatility of Caramel Colour, it is used in a wide variety of food, beverage and
pharmaceutical products. The largest portion of Caramel Colour usage in the world is for the colouring
of soft drinks such as colas, root beer and ginger ale. The beverage industry also uses Caramel Colour
for the colouring of powdered drinks and alcoholic drinks such as beer, wine and brandy. The baking
industry uses Caramel Colour to add colour to dark breads, cookies, cakes and mixes. It is used in the
flavouring industry as the colouring agent in soya sauces, other sauces, gravies, seasoning and sauce
mixes, condiments, and syrup. Other food products that use Caramel Colour include canned meats,
dairy products, soups, sausage casings, and cereal. Caramel Colour is also used in the pharmaceutical
industry, such as in cough syrups and other liquid based preparations.
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Among the Asians, particularly in the East, soy sauce and other related sauces such as oyster sauce
represents a big sector for Caramel Colour. The use of soy sauce and other related sauces as a
flavouring in various types of food is predominant in East Asia. The flavour and flavour enhancing
properties of soy sauce also make it a base for other sauces such as teriyaki, hoisin, steak and marinade.

5.8. Prospects and Growth Strategy

The Group believes the global market potential and opportunities for the Caramel Colour is promising
in view of the large sauces industry and the numerous applications of Caramel Colour. TARB Group’s
continuous effort to manufacture a wide range of quality products at reasonable and affordable prices
that cater to a broad group of customers with different purchasing power has enabled TARB Group to
gain access to both local and international markets.

The management expects the demand for new Caramel Colour products to register growth after the
testing period by the customers from both the local and export market. Due to the gestation period for
its products which also acts as a deterrant to new market entrants, TARB Group expects customers to
increase their orders over time after initial testing of its products.

Management intends to leverage on the Group’s existing customer base of soy sauce manufacturers to
expand its market for HVP, as apart from Caramel Colour, HVP is the other major ingredient for soy
sauce. Further, the Group hopes to increase its product and market coverage by introducing
Glucose/Maltose Syrup targeted mainly at the confectionery and related industry.

Meanwhile, the management expects the demand for NFV to register a comparatively slower pace of
growth. The presence of the acetic acid market is expected to continue exerting competitive pressures
on the demand for NFV for the moment due to cost differences until the advantages of NFV over its
chemically produced counterpart gains acceptance.

The Board believes that the business, being established for over 20 years is positively placed to grow as
the economies in the region recover and that the sauces industry is relatively indispensable. SSSFI with
its wide range of quality products, is poised for further growth.

Equipped with experienced and qualified personnel as well as technical know how, the Group believes
that it is in a good position to take advantage of the anticipated demand for Caramel Colour, HVP and
NFV. This is further enhanced with the promising recovery of economies of Malaysia and other nations
in the region.

TARB Group’s objective is to be the leading manufacturer of quality Caramel Colour, HVP,
Glucose/Maltose Syrup and NFV as well as other food related products. To achieve this objective, the
Group’s strategy will encompass the following areas :-

5.8.1. Product / Market Diversification

The Group started off with a sole product in Liquid Caramel Colour in 1977. TARB Group’s
traditional strength is in the soy sauce industry, where it supplies Caramel Colour (liquid form)
to soy sauce manufacturers. From there, R&D and market research have enabled the Group to
produce a whole range of Liquid Caramel Colour products. Details of its range of products is
contained in the section on “The TARB Group : Business Operations – Products.” The Group
is also diversifying by looking into dry powder Caramel. Dry powder Caramel is basically
Liquid Caramel Colour in powdered form which has a different range of applications such as
the flavouring sachets found in instant noodles and snack foods. Currently, the Group sells
directly to manufacturers consist mainly of the sauces industry as well as through agents. As
approximately 75% of the Group’s 2001 total sales are mainly to the sauces industry, the
Group is actively looking into leveraging on its strengths in product quality, consistency and
customizability to diversify and expand its market reach to the beverage and pharmaceutical
industries.

TARB Group is also able to custom manufacture for large customers i.e. manufacture to pre-
specified specifications in order to complement the customers product range.
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The process of identifying potential new markets requires TARB Group to obtain and analyse
general and economic indicators such as the population base, gross domestic product,
disposable income, foreign trade and level of economic development to gauge the potential of
various countries.

5.8.3. Price Competitiveness through Flexible Pricing Strategies

TARB Group’s continuous effort to manufacture a wide range of quality products at
reasonable and affordable prices that cater to a broad group of customers with different
purchasing power has enabled TARB Group to gain access to both the local and international
markets.

TARB Group adopts a flexible (variable) pricing strategy where customers may each pay a
different price depending on the quantities purchased and the length of the relationship. Bulk
discounts are also given to encourage customers to buy in larger amounts that maximise
production efficiency through economies of scale.

In exporting its products to countries in different geographical areas, TARB Group has the
opportunity of setting its pricing structure to cater for the different levels of affluence and
purchasing power. The unit price is compared with the prevailing market price of competing
products in each country as well as the price proposed by the buyers. TARB Group attributes
the success of its pricing strategy to production efficiency attained through the utilisation of
modern technology, tight cost control and economies of scale.

The current depreciation in the Malaysian Ringgit has made TARB Group’s products more
competitive compared to similar products produced in the USA, Canada and Europe. Stiff
competition however comes from manufacturers from Thailand and Indonesia that have
reduced their prices substantially due to the devaluation of the Baht and Rupiah. However, the
Group believes they have a competitive edge due to the quality standards of its products.

5.9. Competition and Demand

The Group typically faces competition from a number of sources depending on the product.

For the Caramel Colour segment, there exists international manufacturers namely Sethness Products
Company and DD Williamson & Co Ltd. Some of the players in the local scene include Pulmas Sdn
Bhd and Stamford Food Ind. Sdn Bhd. Another player in the HVP industry is Ajinomoto.

For the NFV industry, the Group faces competition from both NFV manufacturers as well as Acetic
Acid manufacturers. As for Glucose/Maltose Syrup, TARB Group faces competition from Pulmas Sdn
Bhd, Stamford Food Sdn Bhd and others.

In general, the Group operates in the food industry. Presently, its products such as Caramel Colour and
HVP are predominantly used by other producers in the manufacturing of soy sauce and other related
sauces. Demand for flavouring sauces such as soy sauce is considered inelastic, it being a food product
that is relatively cheap and considered as indispensable for Asian taste buds. The Group, being a
supplier of the raw material for food based manufacturers is also protected to a certain extent from the
vagaries of demand brought about by shifts in consumer preference for a particular brand. It is
expected that demand for Caramel Colour, NFV, HVP and Glucose/Maltose Syrup will continue to
grow in tandem with the general population growth.

5.10. Prospects of the Group

With the favourable industry factors and the efforts of management in pursuing the growth strategies
outlined above, the Board believes that the prospects of the Group and business are encouraging.
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Categories of Key Employees Number of employees Total
< 5 years > 5 years

Managerial and Professional 7 1 8
Technical and supervisory 4 2 6

11 3 14

Factory workers are given on-the-job training. Key management conducts research on the products
which will enable them improve their product knowledge. Further, the Group is constantly in discussion
with its customers and suppliers to keep abreast with new developments in the industry.

The employees are not members of any labour unions, and enjoy cordial relationships with the
management. There have not been any industrial disputes in the past between the employees and the
management.

6.4. Production Process

The major processes applied by TARB Group are summarised below:-

• Caramelisation: Precisely controlled heat treatment of carbohydrate with the presence of food
grade catalyst for the production of Caramel Colour

• Break down of polymer protein into amino acids by the hydrolysis process for the production of
Soy Protein Sauce (HVP)

• Fermentation : This process involves biotechnology with the conversion of simple sugar to vinegar
for the production of NFV

Quality control is an integral part of the manufacturing process, as the processes need to be precisely
controlled in order to maintain high levels of quality and efficiency. Samples from batches of products
are tested in the lab for various parameters such as density, colour and strength.

A general description of the processes above are as follows :

Caramel Colour Production

Caramel Colour is a complex mixture of compounds that is dark brown to black liquid with odor of
burnt sugar and vaguely tint bitter taste. Caramel Colour is generally produced by batch system process
in stainless steel reactors, which are equipped with an agitator, heating and cooling coils.

Production commences with the preparation of tapioca or sago starch. Liquefaction enzyme and
saccharification enzyme are added to the starch slurry to break down the complex carbohydrate to
simple sugar.

Sago/Tapioca Starch
Water

Liquefaction Saccharification

FiltrationEvaporationCaramelisation

Finished Product
Caramel
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The solution passes through filtration and evaporation process to adjust the concentration of the
solution. The solution is then pumped to a reactor where the temperature is increased to the optimum
conditions for conversion of Caramel Colour by using steam. The optimum conditions set are based on
the reaction relationship between the pH-Temperature-Time and this is important for this process
because differences in conditions will produce different product.

Glucose/Maltose Syrup

As with Caramel Colour, production commences with the preparation of tapioca or sago starch.
Liquefaction enzyme and saccharification enzyme are added to the starch slurry to break down the
complex carbohydrate to simple sugar.

The solution is then passed through the Decolourisation process to ensure the solution is colourless.
After the filtration process, the solution passed through Demineralisation process where unwanted irons
are removed from the solution. The solution is then followed into special machineries from Denmark
where Vacuum Evaporation takes place to control the density and thickness of the product.

There is a high degree of automation in the production process and optimum steam utilization thus
lowering production cost.

HVP Production

Raw materials such as soya bean meal, water and hydrochloric acid are passed through the Hydrolysis
process to extract and hydrolyze the protein at a certain temperature for a period of time.

Soya Bean
Water

Hydrocholoric Acid

Hydrolysis
Soda Ash

Neutralisation

FiltrationVacuum EvaporationSterilisation

Finished Product HVP

Sago/Tapioca Starch
Water

Liquefaction Saccharification

DecolourisationFiltrationDemineralisation

Vacuum Evaporation Finished Product
(Glucose/Maltose)
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The solution is then neutralized by soda ash. The neutralized solution is then filtered and evaporated to
the required total nitrogen content of 2.4% and 3.0% which is required by the market. The solution is
then stored in aging tanks before it is sterilized for packaging into the food grade jerrycan.

NFV Production

Raw material in the form of refined sugar is diluted to a certain concentration. Yeast is added to start
the fermentation process. The centrifugal separator then separates the fermented solution. The filtrate
will be pumped into the acetator where the crude vinegar is being produced.

The membrane filter machine then filters the crude vinegar and finally the NFV is pasteurized to
achieve the required quality and clarity before packing.

6.5. Research and Development/Quality Control

TARB Group’s R&D team comprises 2 personnel. In November 1995, the Group set-up a laboratory
for the purpose of quality control and product development. All staff are provided with on-the-job
training.

TARB Group conducts R&D for the following purposes:-

• To research and implement cost saving measures to improve the value of the finished products.
• To devise production processes that will increase the productivity of its plant
• To ensure that the products maintain its quality.
• To research the technical aspects of production which may include modification and improvement

on the machinery to produce better quality products and maintaining the efficiency of the
production.

TARB Group is currently researching into improvements to its existing products as well as adding
variety to its Caramel Colour product range. Further, the Group have implemented its ISO standards in
its production process and is currently in the process of obtaining its ISO certification.

Further, in 2001, Glucose/Maltose Syrup was successfully commercialised, leveraging on the Group’s
strength in Caramel Colour production as it shares common raw materials and certain stages of
production process. Caramel Colour and HVP in its dry powder form is planned to be commercialized
within the next 4 years.

The R&D department also conducts quality control (“QC”) procedure. This include sampling the
production output and putting the samples to various tests for viscosity, texture and other properties to
ensure quality products are being produced.

Refined Sugar
Water
Yeast

Fermentation
Centrifugal
Seperation

Filtration
Acetator

(Fermentation)
Membrane Filtration

Pasteurisation Cooling
Finished Product

Vinegar
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6.6. Approvals, Licenses and Permits Obtained

The Group is currently operating under the following licenses:-

Licensor
Date of
License

Term
(years) Nature of License

Jabatan Kemajuan Islam
Malaysia.

March
2002

1 Halal Certification for its Caramel,
HVP and NFV

Jabatan Kemajuan Islam
Malaysia.

September
2001

1 Halal certification for its Glucose and
Maltose Syrup

Jabatan Kemajuan Islam
Malaysia.

August
2001

1 Halal Certification for its Glucose and
Maltose Syrup

Majlis Perbandaran Shah Alam December
1999

- Industrial License

Ministry of International Trade
and Industry

April 1989 - Manufacturers Licence Under Sales
Tax Act,1972

Ministry of International Trade
and Industry (A012288)*

June 2000 - Manufacturing License under the
Industrial Co-ordination Act, 1975 for
the products Caramel Colour, NFV and
HVP

* Conditions for this license, of which SSSFI has complied (where relevant), include the following:-
� Approval from the State Government and ‘Jabatan Alam Sekitar’.
� The project must be implemented within 12 months of the license or such time as granted by the

licensor. Failure to do so will result in the license being revoked.
� The composition of the Board of Directors must reflect the equity of the Company; the MITI

must be told of any change in the composition of the Board of Directors of this Company.
� The Company must hire and train Malaysians to reflect the country’s multi racial community.
� The Company must obtain written approval by the MITI if the Company plans to use second-

hand machinery. Furthermore approval must also be granted before any increase or decrease in
machinery used.

� The Company must use the services of companies owned by Malaysians (whenever possible).
� The Company must obtain written approval from the MITI before entering any agreement to

transer tecnology with a foreign company. However this condition does not include the purchase
of machinery that requires the sevices of a foreign technician to set up the said machinery.

� The products of this Company must meet the standards accepted by the Malaysian Government.
� The Company must select (whenever possible) companies owned by Malaysians for local

distribution of their products. The distribution by Bumiputera distributors must account for at
least 30% of the Company’s sales. The selection of distributors must be approved by the MITI.

� The Company must abide by the Food Act of 1983 and any other rules set forth by the Ministry
of Health.

� This project must abide all the conditions stipulated above along with any other rules and
regulations in Malaysia.

6.7. Major Suppliers

The raw materials required by TARB Group for the production of its food products are flour (tapioca
and/or sago); sugar; chemicals such as ammonia, lime and soda solution, sulphur and enzymes; and
water.

Of the above, the principal raw materials used for the production of Caramel Colour and
Glucose/Maltose Syrup are flour (tapioca and or sago) and sugar. The principal raw materials used for
the production of NFV and HVP are sugar and soya bean respectively.

These raw materials are mainly sourced from Sarawak, Indonesia and Thailand. Sarawak produces a
large proportion of the world consumption of quality sago flour. The Group does not have formal
agreements with vendors to supply raw materials on a continuing basis. Nevertheless, the principal
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7. FINANCIAL AND OTHER GROUP INFORMATION

7.1. Profit and Dividend Records

The table below sets out a summary of the audited proforma consolidated results of TARB Group for the
past five (5) financial years ended 31 December 2001 and are provided for illustrative purposes based on
the audited financial statements of TARB and its subsidiary company, prepared on the assumption that the
group structure has been in place throughout the period under review :-

Year ended 31
December 1997 1998 1999 2000 2001

RM’000 RM’000 RM’000 RM’000 RM’000

Revenue 18,001 18,933 18,487 22,268 23,735

Profit before depreciation, 6,091 4,517 3,945 4,901 4,912

interest and taxation

Depreciation (636) (732) (961) (1,173) (1,161)

Interest (613) (1,128) (764) (660) (696)

Proft before taxation 4,842 2,657 2,220 3,068 3,055

Taxation (471) (440) 96 (627) (622)

Profit after taxation 4,371 2,217 2,316 2,441 2,433

Gross EPS (sen) (iv) 4.82 2.64 2.21 3.05 3.04

Net EPS (sen) (iv) 4.35 2.21 2.30 2.43 2.42

Gross Dividend (%) - - - - -

Notes:-
i. The audited results of TARB Group have been prepared based on accounting policies consistent with those

adopted in the preparation of the Company's audited financial statements.
ii. There were no exceptional items, share of profits from joint ventures or extraordinary items for the financial

years under review
iii. No dividends were declared or paid by TARB Group during the financial years under review.
iv. Based on the enlarged share capital prior to Public Issue of 100.5 million Shares

7.2. Proforma Consolidated Cash Flow Statement

The table below sets out the proforma consolidated cash flow statement of the TARB Group for the
financial year ended 31 December 2001 and are provided for illustrative purposes based on the audited
financial statements of TARB and its subsidiary company, prepared on the assumption that the structure of
the Group had been in existence throughout the period under review :-

RM'000

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation (6)

Working capital changes:

Payables 6

Cash used in operations -
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CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of a subsidiary company* (6,579)

Purchase of property, plant and machinery (2,000)

Net cash used in investing activities (8,579)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from Public Issue 9,875

Payment of estimated listing expenses (1,500)

Repayment of term loans (1,838)

Net cash generated from financing activities 6,537

NET DECREASE IN CASH AND CASH EQUIVALENTS (2,042

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR -

CASH AND CASH EQUIVALENTS AT END OF YEAR (2,042)

* Please refer to the Accountant’s Report for further details.

7.3. Key financial/operating ratios

The table below sets out key financial ratios which are provided for illustrative purposes based on the
audited financial statements of TARB Group, prepared on the assumption that the structure of the Group
had been in existence throughout the period under review:-

1997 1998 1999 2000 2001

RM RM RM RM RM

Shareholders' funds 9,003,910 11,220,770 19,513,504 19,762,770 22,201,304

Total assets 21,836,918 25,256,559 31,191,200 33,292,937 42,940,399

Net tangible assets (NTA) 9,003,910 11,220,770 19,513,504 19,762,770 22,201,304

NTA per share (RM)* 0.09 0.11 0.19 0.19 0.22

Revenue 18,000,649 18,932,814 18,487,205 22,268,155 23,735,237

Pre-tax profit 4,841,502 2,656,622 2,219,536 3,069,203 3,054,679

Profit after tax 4,370,508 2,216,860 2,315,797 2,441,716 2,432,384

Effective tax rate (%) 15.07 19.65 10.59 19.29 24.97

Pre-tax profit margin (%) 26.90 14.03 12.01 13.78 12.87

Trade debtors turnover
(days) 112 95 122 115 120

Current ratio 0.64 0.63 1.09 0.84 0.69

Total borrowings 7,095,147 9,004,975 8,521,272 7,949,046 12,689,625

Gearing 0.79 0.80 0.44 0.40 0.57

Interest expense 613,416 1,128,334 763,752 659,698 695,938

Interest coverage ratio 8.89 3.35 3.91 5.66 5.47

After tax return on

shareholders' funds (%) 48.54 19.76 11.87 12.35 10.96
* Calculated based on the enlarged share capital before public issue of 100,500,010 Shares.
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7.4. Significant accounting policies

a) Basis of Accounting

The financial statements of the Company and of the Proforma Group are prepared under the
historical cost convention, unless otherwise stated in this summary of significant accounting
policies, and comply with applicable approved accounting standards issued by the Malaysian
Accounting Standards Board

b) Basis of Consolidation

The proforma consolidated statement of assets and liabilities have been prepared based on the
audited financial statements of TARB and SSSFI as at 31 December 2001. The revenue of
SSSFI is included in the Proforma Group financial statements from the date of acquisition
based on the acquisition method of accounting.

All inter-company transactions and balances are eliminated on consolidation.

Reserve on consolidation represents the difference between the consideration paid for the
shares in the subsidiary company and the fair value of attributable net assets acquired. Reserve
on consolidation is separately disclosed in the statement of assets and liabilities.

c) Property Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses, if any.

Gain or losses arising from the disposal of an asset is determined as the difference between the
net disposal proceeds and the carrying amount of the asset, and is recognised in the income
statement.

The carrying amounts of the property, plant and equipment are reviewed at each balance sheet
date to determine whether there is any indication of impairment. An impairment loss is
recognised whenever the carrying amount of an item of property, plant and equipment exceeds
its recoverable amount. The impairment loss is charged to income statement unless it reverses
a previous revaluation in which case it is treated as a decrease in the revaluation surplus.

Long leasehold land and capital work-in-progress are not depreciated. Short leasehold land
with unexpired lease periods of less than 50 years are amortised over the remaining period of
the lease.

Depreciation on other property, plant and equipment is calculated on a reducing balance basis
to write off the cost of the assets over their estimated useful lives. The principal annual rates
used are as follows:-

Factory 2.00%

Plant and machinery

- acquired before 31.12.94 10.00%

- acquired after 31.12.94 6.60%

Tools and implements 10.00%

Furniture, fittings, lab and office equipment 10.00%

Renovation and electrical installation 10.00%

Motor vehicles 10.00%

Fire hydrant system 10.00%
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d) Property, plant and equipment under hire purchase

Property, plant and equipment acquired under hire purchase agreements are capitalised at their
purchase cost and depreciated according to the policy in (c) above. The total amount repayable
under hire purchase arrangements are included under hire purchase payables. The interest
charges are allocated to the income statement over the period of the agreements

e) Borrowing costs

Borrowing costs incurred on the construction of property, plant and equipment which require a
substantial period of time to get them ready for the intended use are capitalised and included as
part of the related assets. Capitalisation of the borrowing costs will cease when the assets are
ready for their intended use.

f) Investment in subsidiary company

Investment in the subsidiary company and investments which are held on a long term basis are
stated at cost. Allowance for impairment loss in value of the investment is only made if the
impairment in value of investment is of a permanent nature. Permanent impairment in value of
investment is recognised as an expense in the period in which the impairment is identified.

g) Inventories

Inventories are valued at the lower of cost and net realisable value. In arriving at the net
realisable value, due allowance is made for all damaged and slow moving items.

Cost is determined on the first-in first-out method. The cost of raw materials comprises the
original purchase price plus cost incurred in bringing the inventories to their present location.
The cost of work in progress and finished goods comprises the cost of raw materials, direct
labour and a proportion of production overheads. Net realisable value represents the estimated
selling price in the ordinary course of business less selling and distribution costs and all other
estimated costs to completion.

h) Receivables

Known bad debts are written off and specific provision is made for any debts considered to be
doubtful of collection.

i) Payables

Payables are carried at cost which is the fair value of the consideration to be paid in the future
for goods and services received, whether or not billed to the Company or SSSFI.

j) Provisions

Provisions are recognised when the Company or SSSFI has a present obligation as a result of a
past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

k) Deferred Taxation

Deferred taxation is provided for on all material timing differences using the liability method
except where it can be demonstrated with reasonable probability that these timing differences
will not reverse in the foreseable future. Deferred tax benefits are not recognised in the
financial statements unless there is reasonable expectation of realisation in the near future.
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l) Foreign Currencies

Transactions in foreign currencies are recorded in Ringgit Malaysia at the rates of exchange
which approximate the exchange rates ruling at the dates of the transactions. Assets and
liabilities in foreign currencies at balance sheet date are reported in Ringgit Malaysia at rates
ruling at that date. Exchange differences are dealt with through the income statement.

m) Revenue Recognition

Revenue from sale of goods is recognised upon delivery of products and when the risks and
rewards of ownership has passed.

7.5. Analysis and commentary on financial information

Revenue

Despite the Asian financial crisis, the Group still managed to register a growth from its manufacturing
products of 16.83% in 1998 as compared to 1997 while recording 6.7% growth in 1999. In 2000 and
2001, turnover of manufacturing products increased due to the realization of marketing efforts for the
overseas market.

Turnover from trading of raw materials for 1998 till 2001 shows an overall declining trend mainly due
to the change of strategy by the Group to focus on the manufactured products which contribute higher
profit margins.

Profitability

Profit before taxation declined from RM4.84 million in 1997 to RM2.66 million in 1998 mainly due to
higher operating expenses which mainly comprised interests on bank borrowings and provision for
doubtful debts of approximately RM1.13 million and RM0.38 million respectively. This is mainly
attributable to the hike in interest rates as a result of the economic crisis.

In addition to the interest cost, profit before tax and margins shows a decline, for the year ended 1998
and 1999 due to expenses relating to promotional acitivites for new product as well as product
development, examples of which includes the introduction of NFV in 1998 and HVP in 1999. In 2000,
the decrease in raw material prices increased the margins of the Group while marketing efforts of the
management resulted in the increase in profitability. In 2001, profit before taxation shows a slight drop
mainly due to higher interest cost arising from the Group’s expansion in the Glucose/Maltose Syrup
plant.

Liquidity

Specific provisions for irrecoverability have been made in respect of debts which are doubtful of
collection. The Board of Directors believe that all debts not provided for are fully recoverable albeit
payments may be slow. It is the Group's policy to monitor and follow up on all outstanding debts to
ensure their recovery

The decrease in trade debtors to RM5.25 million in 1998 was mainly due to tighter credit control and
increase in collection efforts. In line with this, trade creditors decreased significantly in 1997 mainly
due to shorter credit period granted by the suppliers.

Trade debtors increased from RM5.25 million in 1998 to RM6.52 million in 1999 while recording
RM7.15 million in 2000 and RM7.81 million in 2001 mainly due to the relaxation on the credit terms
given to the customers as well as the revenue growth of the Group as a result of the economic recovery
from the Asian financial crisis.
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Name of
authority

Date of
approval

Conditions Status of
Compliance

SC 3 August
2001

a) TARB to disclose the status of utilization of proceeds
in its quarterly and annual report until the utilization is
completed

b) TARB to make adequate disclosure in the prospectus
about transactions and agreements between TARB
Group and any parties related to the directors,
promoters, main shareholders and key management.

c) Any existing transactions or future transactions
between TARB Group and any parties related to the
directors, promoters, main shareholders and key
management must be on an arm’s length basis and not
on terms to the detriment of TARB Group. The Audit
Committee of TARB is required to monitor and the
Board is to report any such transactions in the annual
report.

Will be met

MITI 13 March
2001

a) SC and FIC approval be obtained
b) The bumiputra allocation amounting to 7,630,000

Shares is subject to MITI approval

a) Met

b) To be met
FIC 19 January

2001
a) TARB to increase its direct bumiputra equity to at

lease 30% on IPO.
b) TARB to obtain the approval of FIC and MITI for the

Listing Proposals

a) To be met

b) Met

8.4. Listing Proposals/Restructuring Scheme

In conjunction with the listing of and quotation for the entire enlarged issued and paid-up share capital
of TARB on MESDAQ Market, the Company implemented the listing proposal which involves the
following:-

8.4.1. Acquisition of SSSFI

On 20 December 2000, TARB signed a conditional sales and purchase agreement to acquire
the entire issued and paid-up share capital of SSSFI for a total purchase consideration of
RM20,100,000, satisfied by an issuance of 20,100,000 TARB Shares, credited as fully paid at
an issue price of RM1.00 per Share to the following vendors :

Vendors No. of SSSFI
Shares

acquired by
TARB

% of
SSSFI

Purchase
consideration

RM
No. of TARB
Shares issued

Fang Chew Ham 1,381,800 46.06 9,258,060 9,258,062
Foong Chiew Fatt 236,880 7.90 1,587,096 1,587,096
Fong Chiew Hean 236,880 7.90 1,587,096 1,587,096
Fong Chu King 118,440 3.95 793,548 793,548
Dato' Mohd Nor Abdul Wahid 126,000 4.20 844,200 844,200
PNS 900,000 30.00 6,030,000 6,030,000
Total 3,000,000 100.00 20,100,000 20,100,000

The purchase consideration was based on the audited NTA of SSSFI as at 31 December 1999
of RM19.514 million. The issued and paid-up share capital of each of the above companies
were acquired free from all liens, claims, charges, pledges and/or any other encumbrances
whatsoever and with all rights, benefits and distributions attaching thereto and accruing
thereon.

The acquisition of SSSFI by TARB was completed on 30 April 2002 when new ordinary
shares of TARB were issued to the respective vendors. Saved for as disclosed herein, none of
the directors and/or substantial shareholders of TARB are interested in the Restructuring
Exercise.
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8.4.2. Share Split

Each ordinary share of RM1.00 each will be split into five (5) ordinary shares of RM0.20.

8.4.3. Public Issue

The final stage in the Restructuring Exercise involves a Public Issue of 39,500,000 new Shares
at an issue price of RM0.25 each. Upon completion of the Public Issue, the issued and paid-
up share capital of TARB will be increased from RM20,100,002 to RM28,000,002 comprising
140,000,010 Shares.

The Public Issue of a total of 39,500,000 Shares representing 28.2% of the enlarged share
capital of 140,000,010 are to be issued to the following parties :-

• 29,275,000 ordinary shares of RM0.20 each representing approximately 20.9% of the
enlarged share capital of 140,000,010 Shares have been made available for placement to
selected investors which includes Bumiputera investors nominated by the Company and
approved by MITI;

• a maximum of 5,225,000 ordinary shares of RM0.20 each representing approximately
3.7% of the enlarged share capital of 140,000,010 ordinary shares of RM0.20 each have
been reserved for eligible directors and employees of TARB Group; and

• 5,000,000 ordinary shares of RM0.20 each representing approximately 3.6% of the
enlarged share capital of TARB of 140,000,010 ordinary shares of RM0.20 each have
been made available for application to the Malaysian Public, companies, societies, co-
operatives and institutions.

All the new ordinary shares issued pursuant to the Proposed Listing rank pari passu in all
respects with the existing ordinary shares of TARB including voting rights and the rights to all
dividends and/or distribution that may be declared or paid subsequent to the completion of the
restructuring exercise and any surplus in the event of the liquidation of the Company.

8.5. Information on Subsidiary Companies

Information on SSSFI, TARB’s only wholly-owned subsidiary company, are detailed below. TARB
does not have any associated companies.

SSSFI was incorporated in Malaysia on 27 February 1989 under the Companies Act 1965 as a private
limited company. SSSFI is principally engaged in the manufacturing of Caramel Colour, HVP and
NFV. SSSFI’s present authorised share capital is RM5,000,000 comprising RM5,000,000 Shares. The
present issued and paid-up capital of SSSFI is RM3,200,000 comprising 3,200,000 Shares

SSSFI is the manufacturing arm of TARB through its factory located on a 5.3 acres land in Sungai
Buloh, Selangor, part of which is still available for expansion. SSSFI does not have any subsidiary or
associated companies. As at 18 June 2002, the Group has 108 employees. The changes in the issued
and paid-up share capital of SSSFI since its incorporation are as follows :-

Date of
allotment

No. of shares
allotted

Par
value
RM

Consideration

Total issued and
paid-up share

capital
RM

27.02.89 4 1.00 Subscribers’ shares 4
13.06.89 180,000 1.00 Cash 180,004
23.09.94 201,000 1.00 Cash 381,004
04.11.96 118,996 1.00 Cash 500,000
02.04.97 500,000 1.00 Cash 1,000,000
10.06.99 1,000,000 1.00 Bonus Issue 2,000,000
15.06.99 100,000 1.00 Rights Issue 2,100,000
03.08.99 900,000 1.00 Rights Issue 3,000,000
14.06.02 200,000 1.00 Capitalisation of share application account 3,200,000
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9. SUMMARY OF BUSINESS DEVELOPMENT PLAN

The following is a summary of the business development plan dated 18 June 2002 prepared by TARB for the
purpose of inclusion in this Prospectus.

9.1. Background

The Group is primarily involved in the food based industry and the Board believes that it is uniquely
positioned to capture a significant portion of the market with its range of products and experience in the
industry. The Group’s vision is to be a provider of a whole range of Caramel Colour products in the
region while diversifying its product range to achieve higher revenue growth. Its promoters, bringing
with them their vast experience in this industry will be able to guide the Group well to achieve its
vision.

9.2. Plans and Strategies

The Group’s mission is to produce a complete range of Caramel Colour products and aims to be among
the main producers in the Asia Pacific region.

The Group has plans to market its product internationally. Currently the Group’s products are marketed
regionally which includes Singapore, Indonesia, Philippines, Hong Kong, Vietnam and Taiwan.
Through flexible pricing policies and market expansion evaluation, the Group is venturing into other
undeveloped markets and the management is continuously searching for potential markets to tap.
Currently, exports amounts to approximately 26% of Group’s turnover for the year ended 31 December
2001.

With continuous product R&D coupled with tight quality control, the Group plans to be among the
frontrunners of the competition and enables the Group to enjoy a long-term relationship with its
customers. In addition, with the vision to diversify its product range as well as strengthen its revenue
growth, the Group is already in the progress of venturing into other food related products in the form of
HVP as well as NFV.

As consumer tastes shift towards healthy living, TARB Group is well positioned to take advantage of
this shift in consumer demand and is poised to ride on this anticipated wave of growth with its natural
products i.e. Caramel Colour and NFV.

9.3. Human Resource Policy

Although the production technology to the Group’s products is a closely guarded secret of the top
management, the Group believes that its human resource is important and retention of good personnel is
a difficult process. As such, the Group is continuously maintaining a good working relationship with its
personnel and a conducive working environment is created as a motivating factor.

9.4. Conclusion

With the above in mind, the Group believes it is able to capitalise on its strength and take initiative of
opportunities arising to register growth not only locally or regionally but internationally as well.
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10. SHAREHOLDERS, DIRECTORS, KEY MANAGEMENT AND TECHNICAL PERSONNEL

10.1. Substantial Shareholders and Promoters

10.1.1. Shareholdings in TARB

Based on the Register of Substantial Shareholders of TARB as at the date of this Prospectus,
the direct and indirect interest of the substantial shareholders in the issued share capital of the
Company before and after the Public Issue are as follows :-

Shareholders Nationality /
Country of

Incorporation

Before the Public Issue After the Public Issue (v)

------- Direct ------
-

------ Indirect -----
-

----- Direct ----- ----Indirect ----

No of
shares
(‘000)

% No. of
shares
(‘000)

% No.of
shares
(‘000)

% No.of
shares
(‘000)

%

Fang Chew Ham(i) (iv) Malaysian 46,291 46.06 19,838 19.75 48,791 34.85 19,838 14.17
Foong Chiew Fatt(i) (iv) Malaysian 7,935 7.90 58,194 57.91 7,935 5.67 60,694 43.35
Fong Chiew Hean(i) (iv) Malaysian 7,935 7.90 58,194 57.91 7,935 5.67 60,694 43.35
Fong Chu King(i) (iv) Malaysian 3,968 3.94 62,161 61.86 3,968 2.83 64,661 46.19
Dato' Mohd Nor
Abdul Wahid(i) (iii) Malaysian 4,221 4.20 - - 4,221 3.01 - -

PNS (ii)(iii) Malaysia 30,150 30.0 - - 30,150 21.54 - -

Notes:
(i) Promoters, substantial shareholders and Directors.
(ii) Promoter and substantial shareholder
(iii) Pursuant to a Share subscription agreement dated 10 May 1999, Dato’ Mohd Nor has the option to

purchase two thirds of the shareholdings of PNS, of which he has serve a notice of exercise to PNS
dated 18 June 2002. As such, after the exercise of the Option, Dato’ Mohd Nor will hold 24.321 million
Shares (17.4%) after the Public Issue.

(iv) Fang Chew Ham, Foong Chiew Fatt, Fong Chiew Hean and Fong Chu King are brothers. Hence, they
are deemed interested by virtue of the other brother’s shareholdings.

(v) Assuming full subscription of the pink form allocation (Managing Director and Deputy Executive
Chairman – 2,500,000 Shares, Non executive directors – 100,000 Shares)

The promoters of TARB are Mr. Fang Chew Ham, Mr. Fong Chiew Hean and Mr. Fong
Chiew Fatt, Mr Fong Chu King, Dato’ Mohd Nor Abdul Wahid and PNS. A brief background
on the substantial shareholders and promoters of TARB, apart from those who are also
directors of the Company, are as follows :

PNS, which was formerly known as PERNAS (Perbadanan Nasional Berhad) was
incorporated in Malaysia on 29 November 1969 under the Companies Act 1965. In September
1996, PERNAS was privatised through a “management buy-out” (“MBO”) in which its
selected assets were taken over by Pernas International Holdings Berhad. The new MBO set-
up adopted the existing acronym PERNAS for their new organisation and hence, Perbadanan
Nasional Berhad adopted “PNS” as its new acronym.

PNS is principally an investment holding company which embarked on its commercial
operations of investing in companies with potential in October 1997 at a new premise located
on the 9th Floor of Pusat Dagangan Putra. With an authorised share capital of RM1 billion and
current issued and paid up share capital of RM751 million, the Ministry of Finance is the
substantial shareholder with 99.44% of the shareholdings. PNS operates under the ambit of the
Ministry of Entrepreneur Development, Malaysia. Its directors include Dato’ Md Desa b.
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Date
Acquired Disposed

No of shares
acquired/
(disposed)

Balance %

Fang Chew Ham 30.04.2002 - 46,290,310* 46,290,310 46.06

Foong Chiew Fatt 30.04.2002 - 7,935,480* 7,935,480 7.90

Fong Chiew Hean 30.04.2002 - 7,935,480* 7,935,480 7.90

Fong Chu King 30.04.2002 - 3,967,740* 3,967,740 3.95

Dato' Mohd Nor Abdul Wahid 30.04.2002 - 4,221,000* 4,221,000 4.20

PNS 30.04.2002 - 30,150,000* 30,150,000 30.00

@ Negligible
* Adjusted for the proposed share split pursuant to the Listing Proposals.

10.3. Moratorium on Promoters’ Shares

It is a condition of MMLR that shares held by the promoters amounting to 45% of the nominal issued
and paid-up capital of the Company at the date of admission of the Company to the Official List of
MESDAQ Market be put under moratorium.

The quantum and proportion of shares which are to be held under moratorium as depicted below is fully
accepted by the following Promoters.

After the Public Issue Under Moratorium
No. of ordinary

shares held
% of enlarged

share capital
No. of ordinary

shares held
% of enlarged

share capital

Fang Chew Ham 48,790,310 34.85 41,454,005 29.61

Foong Chiew Fatt 7,935,480 5.67 7,106,400 5.08

Fong Chiew Hean 7,935,480 5.67 7,106,400 5.08

Fong Chu King 3,967,740 2.83 3,553,200 2.54

Dato' Mohd Nor Abdul Wahid* 4,221,000 3.01 3,780,000 2.70

PNS 30,150,000 21.54 - -

103,000,010 73.57 63,000,005 45.00

* Pursuant to a Share subscription agreement dated 10 May 1999, Dato’ Mohd Nor has the option to purchase
two thirds of the shareholdings of PNS, of which he has serve a notice of exercise to PNS dated 18 June 2002. As
such, after the exercise of the Option, Dato’ Mohd Nor will hold 24.321 million Shares (17.4%) after the Public
Issue.

The moratorium has been fully accepted by the Promoters. They will not be allowed to sell, transfer or
otherwise dispose of any part of their interest in the Shares under the moratorium within one (1) year
from the date of admission of the Company to the Official List of MESDAQ, and thereafter, they are
permitted to sell, transfer or otherwise dispose of up to a maximum of one third per annum of their
respective shareholdings under moratorium on a straight-line basis.

This restriction is specifically endorsed on the share certificates of TARB representing the respective
shareholdings of the Promoters which are under moratorium to ensure that the Company’s Registrars
shall not register any transfer not in compliance with the moratorium restrictions.

10.4. Board of Directors

Dato’ Seri Utama Tan Sri Abdul Samad Idris, aged 79, a respected administrator and former
politician was appointed Chairman of SSSFI in 1996. He was a Minister during the late Tunku Abdul
Rahman’s and the late Tun Abdul Razak’s Cabinet. He had held various Ministrial post from 1969 to
1980 and was the Pro-Chancellor of Universti Pertanian from 1990 to 1995 as well as the Chairman of
Bank Pembangunan Malaysia Berhad from 1981 to 1994. He was appointed as Chairman of












