SUNZEN BIOTECH BERHAD
(Company No: 680889-W)
(Incorporated in Malaysia)

NOTES TO THE INTERIM STATEMENTS FOR THE FINANCIAL P ERIOD ENDED 30
JUNE 2012

A.

Al.

NOTES PURSUANT TO THE MALAYSIAN FINANCIAL REPORTING
STANDARD 134 (MFRS 134): INTERIM FINANCIAL REPORTIN G

Basis of reporting preparation

The interim financial statements are unaudited aade been prepared in accordance
with the Malaysian Financial Reporting Standardd ((i@FRS 134): “Interim Financial
Reporting” issued by the Malaysian Accounting Stadd Board (“MASB”) and
Appendix 9B of the Listing Requirements of Bursal&aia Securities Berhad (“Bursa
Securities”) for the ACE Market (“ACE LR").

These interim financial statements are the Grodp® MFRS compliant interim
financial statements and hence MFRS 1: First-Tingwpiion of Malaysian Financial
Reporting Standards (MFRS 1) has been applied. dite of transition to the MFRS
framework is 1 January 2011. At that transitioned#élhe Group reviewed its accounting
policies and considered the transitional opportesittinder MFRS 1. As the requirements
under FRS and MFRS are similar, the significantoanoting policies adopted in
preparing this interim financial statements, areststent with those of the audited
financial statements for the financial year end&Y'E”) 31 December 2011.

The interim financial statements should be readoimunction with the Group’s audited
financial statements presented in the annual rdporthe FYE 31 December 2011 and
the accompanying explanatory notes attached tmteéem financial statements.

As at the date of authorization of these interimaficial statements, the following
MFRSs, Amendments to MFRSs and IC Interpretatiorevigsued but not yet effective
and have not been applied by the Group:

MFRSs, Amendments to MFRSs and IC Interpretation Effective Date
MFRS 9 Financial Instruments 1 January 2015
MFRS 10 Consolidated Financial Statements 1 Jraed 3
MFRS 11 Joint Arrangements 1 January 2013
MFRS 12 Disclosure of Interests in Other Entities Jahuary 2013
MFRS 13 Fair Value Measurement 1 January 2013
MFRS 119 Employee Benefits 1 January 2013
MFRS 127 Separate Financial Statements 1 January 2013
MFRS 128 Investments in Associates and Joint \festu 1 January 2013
Amendments to  Disclosures - Offsetting Financial Assets and

MFRS 7 Financial Liabilities 1 January 2013

Amendmentsto  Presentation of Items of Other Comprehensive
MFRS 101 Income 1 July 2012
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Al.

A2.

A3.

A4.

AS.

AG.

AT.

Basis of reporting preparation Cont'd)

Amendmentsto  Offsetting Financial Assets and Financial

MFRS 132 Liabilities 1 January 2014
IC Interpretation Stripping Costs in the Production Phase of a
20 Surface Mine 1 January 2013

The initial adoption of the above applicable MFR&sd its consequential amendments)
and IC Interpretation, is expected to have no ri@témpact on the interim financial
statements of the Group.

Auditors’ report on preceding annual financial statements

The audited financial statements of the Company ihdubsidiaries for the FYE 31
December 2011 were not subjected to any qualifinati

Seasonal or cyclical factors

The principal business operations of the Group weoé significantly affected by
seasonal or cyclical factors during the currentiguainder review.

Items of unusual nature and amount

There were no items affecting assets, liabilitegyity, net income or cash flows that
were unusual because of their nature, size oreénciel during the current quarter under
review.

Material changes in estimates

There were no material changes in estimates ofiateseported that will have a material
effect in the current quarter under review.

Issuances, cancellations, repurchase, resale andpeyments of debt and equity
securities

There were no issuances, cancellations, repurshessale and repayments of debt and
equity securities during the current quarter umdeiew.

Dividends paid

There was no dividend paid during the current guamder review.
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A8.

A9.

Al0.

All.

Al2.

Segmental information

Segmental revenue on the basis of geographicalehirks follows:

Current Corresponding

Geographical Market Year-To-Date Year-To-Date
Ended Ended

30 June 30 June

2012 2011

RM’000 RM’'000

Asia other than Malaysia 2,927 2,331
Middle East - 872
Malaysia 13,116 12,243
Africa 57 -
Total 16,100 15,446

Valuation of property, plant and equipment

The valuation of the Group’s freehold lands anddmgs has been brought forward
without any amendments from the annual financitieshents for the FYE 31 December
2011.

Capital commitments

As at the end of reporting period, there were ntstanding capital commitments not
provided for in the financial statements.

Material subsequent event

There were no material events subsequent to theftié current quarter that have not
been reflected in the financial statements, whigh likely to substantially affect the
current quarter results under review.

Changes in the Composition of the Group

There were no changes in the composition of theurin the current quarter under
review.
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Al3.

Contingent Liabilities

Save for the corporate guarantee granted by thep@oy in favour of financial
institutions for banking facilities extended to wbsidiary amounting t®RM17,131,000
neither the Company nor its subsidiaries have amjirngent liabilities at the end of the
reporting period, which upon becoming enforceablay have a material effect on the
financial position of the Group.

The corporate guarantee forms part of the secsintiedged for the following banking
facilities made available to a subsidiary company:

Outstanding Balance

As At
Banking Facility: Limit 30 June 2012

RM’000 RM’'000

Bank overdraft 500 5
Trade line 6,000 1,971
Term loans 6,465 5,628

Total 12,965 7,604
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B.

B1.

B2.

ADDITIONAL INFORMATION REQUIRED UNDER THE ACE LR

Review of performance of the Company and its pmcipal subsidiaries for the
current quarter and financial year-to-date

Current  Corresponding Current  Corresponding
Quarter Quarter Year-To-Date Year-To-Date
Ended Ended Ended Ended
30 June 30 June 30 June 30 June
2012 2011 2012 2011
RM’'000 RM’'000 RM’'000 RM’'000
Revenue 7,947 7,891 16,100 15,446
Profit before 363 563 953 1,355
taxation
(“PBT")

The Group recorded a slight increase of 0.71% ob5&B00 in revenue for the second
guarter compared with the corresponding quartevigus year. This was caused mainly
by the volatility of prices faced by poultry indostn the country.

Despite an increase in revenue, the Group’s PBpedifby 35.35% or RM200,000 in the
second quarter compared with the correspondingteuprevious year as impacted by
higher cost of raw material and the increase otlomargin product sales.

For the first half of 2012 ended June 30, the Gouevenue increased by 4.23% or

RM654,000 compared with the same period previous yehereas PBT declined by
29.67% or RM402,000.

Review of performance of the operating segmentg the Company and its principal
subsidiaries for the current quarter and financial year-to-date

Current  Corresponding Current  Corresponding

Quarter Quarter Year-To-Date Year-To-Date

Ended Ended Ended Ended

30 June 30 June 30 June 30 June

2012 2011 2012 2011

RM’000 RM’000 RM’000 RM’000
Trading 3,949 4,243 8,231 7,856
Manufacturing 3,998 3,648 7,869 7,590

Total revenue 7,947 7,891 16,100 15,446

Trading products sales decreased by 6.93% in theerduquarter ended June 30
compared with the corresponding quarter previousar.y&his was attributed to the

decrease in local sales of water soluble produsinfdctant product and companion
animal product.
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B2.

B3.

Review of performance of the operating segmentg the Company and its principal
subsidiaries for the current quarter and financial year-to-date Cont'd)

Manufacturing products sales increased by 9.59%eéncurrent quarter ended June 30
compared with the corresponding quarter previoas geinly due to the increase in both
local sales of premixes product and overseas sél@sgacids product.

Profit before taxation

Profit before taxation is arrived at after credififcharging):

Interest income

Other income including
investment income

Interest expense

Depreciation and
Amortization

Provision for and write off
of receivables

Provision for and write off
of inventories

Gain on disposal of quoted
or unquoted investments
or properties

Impairment of assets

Gain/(loss) on foreign
exchange

Gain/(loss) on derivatives

Exceptional items

Current
Quarter
Ended
30 June
2012
RM’000

24

(167)

(217)

(25)

Corresponding

Current  Corresponding

Quarter Year-To-Date

Ended
30 June
2011
RM’000

30

(1_13)

(191)

(60)

Ended
30 June
2012
RM’000

48

(é10)

(431)

(83)

83

Year-To-Date
Ended

30 June

2011

RM’000

68

(-216)

(375)

(148)



SUNZEN BIOTECH BERHAD
(Company No: 680889-W)
(Incorporated in Malaysia)

B4.

BS.

B6.

Material changes in the Current Quarter's resuts compared to the results of the
immediate Preceding Quarter

Current Preceding
Quarter Quarter Variance
Ended Ended
30 June 31 March
2012 2012
RM’'000 RM’'000 RM’'000 %
Revenue 7,947 8,153 (206) (2.53)
PBT 363 590 (227) (38.47)

The Group recorded lower revenue of 2.53% for tbeosd quarter ended June 30
compared with the preceding quarter ended 31 Mdwehto the decrease in sales volume
of trading product.

PBT decreased by 38.47% in the second quarter eB@edune compared with the
preceding quarter ended 31 March. The lower PBT masly due to higher operating
expenses incurred.

Prospects

The overall financial performance of the Groupépehdent greatly on the sales vibrancy
of Orgacids product in existing overseas marketdmaloping new overseas markets for
the product.

The Group will continue to embark on research aeetbpment activity on Orgacids in
potential overseas markets. The outcome of thearelseand development conducted in
China is expected to be known in the next few manth

Profit forecast and profit guarantee

No profit forecast or profit guarantee has beenddsby the Group for the current quarter
under review.
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B7. Taxation

Current  Corresponding Currrent Corresponding
Quarter Quarter  Year-To-Date Year-To-Date
Ended Ended Ended Ended
30 June 30 June 30 June 30 June
2012 2011 2012 2011
RM’000 RM’000 RM’000 RM’000
Income tax expense
Current financial year 143 155 301 323
(Over)/underprovision
in previous financial year (38) (50) (38) (50)
105 105 263 273
Deferred tax expense
Current financial year 18 43 31 43
(Over)/underprovision
in previous financial year - - - -
18 43 31 43
Tax expense 123 148 294 316

The Company’'s wholly-owned subsidiary, Sunzen &diences Sdn. Bhd. was awarded
the BioNexus status incentive under the Promotibrineestment Act, 1986 by the
Ministry of Finance, with the recommendation madg Malaysian Biotechnology
Corporation Sdn Bhd on 23 July 2007. Accordinghe subsidiary is granted 100% tax
exemption from the statutory income derived from pnoduction of in-feed anti bacterial

products and supplements for animal health prodiget® period of 10 years from 1
January 2010.
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B8. Status of Corporate Proposal

There was no other corporate proposal announceddbuwtompleted as at the date of this
announcement.

Utilisation of IPO Proceeds

As at 30 June 2012, the status of utilisation efghoss proceeds of RM8 million raised
from the public issue was as follows:

Intended
timeframe
for utilisation Deviation
Proposed Actual from the
utilisation utilisation | |isting date*
Purpose RM’000 RM’000 (Months)| RM’000| % |Explanation
Research ang
development 4,770 3,836 36 - -l Note®
Overseas 1,000 1,000 48
expansion - - -
Working 430 250 24
capital - - -
Estimated
listing 1,800 1,980 3
expenses (180)( (10.00 Note®
Total 8,000 7,066
Notes:
(1) Sunzen Biotech had announced to Bursa Secaurdie 26 May 2011 to extend the

utilisation of proceeds period to 8 October 2012.

(2) The excess amount of listing expensesrieduduring the implementation of Sunzen
Biotech’s listing exercise was adjusted to the Camyfs working capital.

* Sunzen Biotech was listed on 8 October 2008.
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BO. Group borrowings and debt securities

The Group’s borrowings as at 30 June 2012 wefellasvs:

Secure Unsecured Total
RM'00C RM'000 RM'000

Short-term borrowings:-
Bills payable 1,971 - 1,971
Hire purchases 139 - 139
Term loan 513 - 513
2,623 - 2,623
Secure Unsecured Total
RM'00C RM'000 RM'000

Long-term borrowings:-
Hire purchases 148 - 148
Term loan 5,115 - 5,115
5,263 - 5,263
Total 7,886 - 7,886

The above borrowings are denominated in Ringgitayih.
B10. Material Litigation

As at the date of this announcement, neither thigany nor any of its subsidiaries is

engaged in any material litigation and arbitrat@ther as plaintiff or defendant, which

has a material effect on the financial positiorttef Company or its subsidiaries and the
Directors are not aware of any proceedings penalirthreatened or of any facts likely to

give rise to any proceedings which might materiahd adversely affect the financial

position or business of the Company or its subsata

B11. Dividend declared or recommended

No dividend was declared for the current quarter.
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B12.

B13.

Earnings per share

Basic earnings per share is calculated by dividimg Group’s profit after taxation
attributable to owners of the Company for the pkdeer the weighted average number
of ordinary shares in issue during the financialqukas follows:

Current  Corresponding Current Corresponding
Quarter Quarter Year-To -Date Year-To-Date
Ended Ended Ended Ended
30 June 30 June 30 June 30 June
2012 2011 2012 2011
Group’s profit after 240,000 415,000 659,000 1,039,000
taxation attributable
to owners of the
Company (RM)
Weighted average 149,390,500 149,390,500 149,390,500 149,390,500
number of ordinary
shares in issue
Basic earnings per 0.16 0.28 0.44 0.70

share (sen)

Update on the status of the Memorandum of Undstanding (“MOU”) pursuant to
Rule 9.29 of the ACE LR

(@) On 24 November 2008, the Company signed a MQth Wniversity Putra
Malaysia (“UPM”) for the collaboration on researahd development work on
animal health products.

UPM has submitted an application for a grant e Ministry of Higher
Education for the further development of fermermeatiucts which are currently
under research studies.

(b)  On 2 June 2010, Sunzen Feedtech Sdn Bhd signedla WMt Universiti Sains
Malaysia for the research collaboration on develepm and pre-
commercialisation of a new organic acid blend fahancement of growth
performance and disease resistance in farmed aquithals without the use of
antibiotics.

On 25 September 2010, the Ministry of AgricultufMQA”) had approved a
Technofund grant of RM1,155,000 to Sunzen Feedt®edh Bhd for above
collaboration. The grant will be fully utilised awrding to the scaled down scope.

Subsequently, the monitoring committee from MOA haabde a field visit to our
pilot plant on 11 May 2012 and was verbally sadfivith the progress of the
project.



SUNZEN BIOTECH BERHAD
(Company No: 680889-W)
(Incorporated in Malaysia)

B14. Realised and Unrealised Profits or Losses Dlesure

Current Corresponding
Year-To-Date Year-To-Date
Ended Ended
30 June 30 June
2012 2011
RM’'000 RM’000
Total retained profits of the Group:-
- Realised 17,625 16,131
- Unrealised (661) (545)
Total group retained profits as per
consolidated financial statements 16,964 15,586

This quarterly report for the financial period edc® June 2012 has been seen and approved by
the Board of Directors of Sunzen Biotech for re¢etisBursa Securities.

Date: 30 August 2012



