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

NOTES TO THE INTERIM STATEMENTS FOR THE FINANCIAL P ERIOD ENDED 30
SEPTEMBER 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 opportesittnder 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.

A7.

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, liabiliteguity, net income or cash flows that
were unusual because of their nature, size orénciel 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, resale repayments of debt and equity
securities during the current quarter under revi@m 5 July 2012, the Company
repurchased 10,000 of its issued ordinary sharew fthe open market for a total
consideration of RM2,144 at an average price of RMIQper share. The repurchase
transaction was financed by internally generatedi$u The shares repurchased are being
held as treasury shares.

Dividends paid

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

Segmental revenue on the basis of geographicalehirks follows:

Current Corresponding

Geographical Market Year-To-Date Year-To-Date
Ended Ended
30 September 30 September|

2012 2011

RM’000 RM’000

Asia other than Malaysia 4,419 3,606
Middle East 182 872
Malaysia 19,616 18,669
Africa 57 -
Total 24,274 23,147

A9. 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 financiieshents for the FYE 31 December
2011.

A10. Capital commitments

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

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

Al2. Changes in the Composition of the Group

There were no changes in the composition of theufrin the current quarter under
review.
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Al13. Contingent Liabilities

Save for the corporate guarantee granted by thep@oy in favour of financial
institutions for Islamic banking facilities extertdeto a subsidiary amounting to
RM17,131,000 neither the Company nor its subsidiaries haveamjingent liabilities
at the end of the reporting period, which upon ba&iog enforceable, may have a

material effect on the financial position of theoGp.

The corporate guarantee forms part of the secsiritie the following banking facilities

made available to a subsidiary company.

Outstanding Balance

Islamic Banking As At
Facility Guarantee Limit 30 September 2012
RM’000 RM’000
Bank overdraft 500 -
Trade line 6,000 1,683
Term loans 6,465 5,503
Total 12,965 7,186
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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 September 30 September 30 September 30 September
2012 2011 2012 2011
RM’'000 RM’'000 RM’'000 RM’'000
Revenue 8,174 7,701 24,274 23,147
Profit before 684 555 1,637 1,910
taxation
(“PBT")

The Group’s revenue increased by 6.14% or RM473i608e third quarter compared
with the corresponding quarter of previous year.

An increase of 23.24% or RM129,000 in Group’s PBT the third quarter compared
with the corresponding quarter of previous yearmniyadue to higher sales volume of
trading products.

For the year-to-date ended 30 September 2012, tihepG revenue increased by 4.87%
or RM1,127,000 compared with the same period ofiptes year whereas PBT decreased
by 14.29% or RM273,000. The decline in PBT was tyailne to higher product cost for
manufacturing products and the increase of lowergmgproduct sales as well as the
increase in operating expenses.

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

Revenue Current  Corresponding Current  Corresponding

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

Ended Ended Ended Ended

30 September 30 September 30 September 30 September

2012 2011 2012 2011

RM’000 RM’000 RM’000 RM’000
Trading 3,969 3,529 12,200 11,385
Manufacturing 4,205 4,172 12,074 11,762

Total 8,174 7,701 24,274 23,147

Trading products sales increased by 12.47% in tineect quarter ended 30 September
2012 compared with the corresponding quarter ptsvi@ar. This was mainly attributed
to companion animal product sales increased.
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B2. Review of performance of the operating segmentg the Company and its principal
subsidiaries for the current quarter and financial year-to-date Cont'd)

For the year-to-date ended 30 September 2012, toepG trading products sales
increased by 7.16% compared with the same periedqurs year. This was mainly due
to higher sales volume of feed supplement and companimal products despite lower
sales volume of injectable and water soluble prtsduc

Manufacturing products recorded 0.79% increasealessor the current quarter ended 30
September 2012 compared with the correspondingequarrevious year. For the quarter
under review, feed supplement product sales ineteasereas premixes product sales
decreased, resulted in having a marginal increaasnufacturing products sales.

For the year-to-date ended 30 September 2012, ingp@& manufacturing products sales
increased by 2.65% compared with the same periedqurs year. This was mainly due
to higher sales volume of premixes product despoteer sales volume of feed
supplement product.

B3. Profit before taxation

Profit before taxation is arrived at after credififcharging):

Current  Corresponding Current  Corresponding
Quarter Quarter Year-To-Date  Year-To-Date
Ended Ended Ended Ended
30 September 30 September 30 September 30 September
2012 2011 2012 2011
RM’000 RM’000 RM’000 RM’000
Interest income 24 32 72 100
Other income including
investment income - - - -
Interest expense (99) (120) (309) (336)
Depreciation and
amortisation (220) (203) (651) (578)
Provision for and write
off of receivables - - - -
Provision for and write
off of inventories (33) (112) (116) (260)
Product development
expenditure written off 77 - 77) -

Gain on disposal of

quoted or unquoted

investments or

plant and equipment 1 46 3 46
Impairment of assets - - - -
Gain/(loss) on foreign

exchange 62 20 145 265
Gain/(loss) on derivatives - - - -
Exceptional items - - - -
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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 September 30 June
2012 2012
RM’000 RM’000 RM’000 %
Revenue 8,174 7,947 227 2.86
PBT 684 363 321 88.43

The Group reported 2.86% increase in revenue fothird quarter ended 30 September
2012 compared with the preceding quarter endedug@ 2012 due to the increase in
sales volume of manufacturing products in respefdes supplement.

Group’s PBT increased by 88.43% in the third quadeded 30 September 2012
compared with the preceding quarter ended 30 JQa&2. ZThis was attributed to higher
sales volume, lower operating expenses and uredatigin on foreign exchange for
overseas trade payable.

Prospects

Overall financial performance of the Group depemeisvily on sales of Orgacids product
in overseas markets. Based on current scenarigG g does not anticipate any drastic
change in the fourth quarter’s performance to imgse financial results of 2012.

The demonstration trial of Orgacids for local clenk in China has shown positive
results, however, the poultry company plans toycaunt a second trial to substantiate the
first trial's results. Positive results of the tngill create a better prospect for future sales
in China market.

Profit forecast and profit guarantee

No profit forecast or profit guarantee has beenddshy 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 September 30 September 30 September 30 September
2012 2011 2012 2011
RM’000 RM’000 RM’000 RM’000
Income tax expense
Current financial year 146 153 447 476
(Over)/underprovision
in previous financial year - - (38) (50)
146 153 409 426
Deferred tax expense
Current financial year 27 (29) 58 14
(Over)/underprovision
in previous financial year - - - -
27 (29) 58 14
Tax expense 173 124 467 440

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 to 31 December 2019.
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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 September 2012, the status of utilisatibthe gross 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 3,967 36 - -l Note®
Overseas
expansion 1,000 1,000 48 - - -
Working
capital 430 250 24 - - -
Estimated
listing
expenses 1,800 1,980 3 (180) (10.00 Note®
Total 8,000 7,197
Notes:
(1) Sunzen Biotech had announced to Bursa Seauotie3 October 2012 to further extend

the utilisation period for the balance proceed8t@ctober 2013.

2) The excess amount of listing expensesriedtuduring 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 September 2012 affollows:

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

Short-term borrowings:-
Bills payable 1,683 - 1,683
Hire purchases 141 - 141
Term loan 520 - 520
2,344 - 2,344
Secure Unsecured Total
RM'00C RM'000 RM'000

Long-term borrowings:-
Hire purchases 112 - 112
Term loan 4,983 - 4,983
5,095 - 5,095
Total 7,439 - 7,439

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
An interim tax-exempt dividend of RM0.006 per oy share of RM0.10 each for the

financial year ending 31 December 2012 was decldwgthg the quarter under review
and shall be paid on 24 December 2012.
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B12. 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 excluding treasury eshaturing the financial period as

follows:
Current  Corresponding Current Corresponding
Quarter Quarter Year-To -Date Year-To-Date
Ended Ended Ended Ended
30 September 30 September 30 September 30 September
2012 2011 2012 2011
Group'’s profit after 511,000 431,000 1,170,000 1,470,000
taxation attributable
to owners of the
Company (RM)
Weighted average 149,380,500 149,390,500 149,380,500 149,390,500
number of ordinary
shares in issue
excluding treasury
shares
Basic earnings per 0.34 0.29 0.78 0.98

share (sen)
B13. Disclosure of Realised and Unrealised Profits Losses

The breakdown of the retained profits of the Gratiphe end of the reporting period is
presented in accordance with the directive issuedlrsa Securities and prepared in
accordance with Guidance on Special Matter No. é&teBnination of Realised and

Unrealised Profits or Losses in the Context of Disere Pursuant to Bursa Securities
Listing Requirements, as issued by the Malaysiatitirte of Accountants.

Current Corresponding

Year-To-Date Year-To-Date

Ended Ended

30 September 30 September

2012 2011

RM’000 RM’000

Total retained profits of the Group:-

- Realised 18,026 16,506
- Unrealised (551) (489)

Total group retained profits as per
consolidated financial statements 17,475 16,017
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This quarterly report for the financial period edd80 September 2012 has been seen and
approved by the Board of Directors of Sunzen Biotiee release to Bursa Securities.

Date: 22 November 2012



