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ACCOUNTANTS' REPORT

1. INTRODUCTION

This report has been prepared by KPMG, an approved company auditor for inclusion in the
Prospectus of DXN Holdings Bhd (hereinafter referred to as “DXN™ or “the Company™) dated
28 August 2003 in connection with the following:

(2) the offer for sale of 47,600,000 ordinary shares of RMO0.25 each in DXN (“DXN
Shares™) comprising:

L 12,000,000 DXN Shares for application by Bumiputera investors approved by
the Ministry of International Trade and Industry (“MITI”} at a retail price of
RMO0.63 per DXN Share; and

ii. 35,600,000 DXN Shares available for application by the Malaysian
institutional investors at an institutional price to be determined by way of
book-building;

(b} the public issue of 10,000,000 new DXN Shares at a retail price of RM0.63 per DXN
Share; and

(<) the listing of and quotation for the entire enlarged issued and fully paid-up share

capital of DXN comprising 240,000,000 DXN Shares on the Main Board of the Kuala
Lumpur Stock Exchange (“KLSE™).

th
KPhG. KPMG. a partnership established under I H - .
. . Malayzian Law. is 3 membor of KPMG Imernational, a ANNIVERSARY
Swiss sssociation 1928-2003
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2. GENERAL INFORMATION

2.1

THE COMPANY’S BACKGROUND

DXN was incorporated in Malaysia under the Companies Act, 1965 on 11 October
1995 as a private limited company under the name of Magcure Marketing Sdn Bhd.
Subsequently, on 3 August 1998, the Company changed its name from Magcure
Marketing Sdn Bhd to DXN Holding Sdn Bhd and on 21 June 2002, the Company
changed its name from DXN Holding Sdn Bhd to DXN Holdings Sdn Bhd. It was
subsequently converted into a public limited company on 16 July 2002.

The principal activities of the Company are investment holding and provision of
management services whilst the principal activities of its subsidiaries, branches and

associated company are as follows:
Subsidiaries

DXN Marketing Sdn Bhd (“DMSB”)

DXN Industries Sdn Bhd (“DISB™)

DXN Pharmaceutical Sdn Bhd
(*DXN Pharma™)}

DXN Plantation Sdn Bhd (“DXN
Plantation™}

DXN (Penang) Sdn Bhd (“DPSB™)
DXN (KL) Sdn Bhd (“DKSB™)
DXN International Holding Limited
((‘DIH)!)

Subsidiarics of DIH

DXN International Private Limited
(“DIPL!‘)

DXN International (Hong Kong)
Limited (“DXN HK"™)

DXN (Singapore) Pte Ltd ("DXN
Singapore™)

PT Daxen Indonesia (“PT Daxen™)

Principal Activities

Sale of health supplements and other
products on direct sales basis

Manufacture of health food supplements and
other products

Cultivation of Ganoderma and Mycclium
and the manufacturing of health supplements

and other products

Dormant

Dormant
Dormant

Investment holding and provision of
management services

Trading of health food, traditional medicine,
all kinds of confectioneries and other food
products and investment holding

Multi-level marketing of health care products
Trading in health products

Sale of traditional medicines, cosmetics,
beverages and cleaning materials
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Subsidiaries of DIH
DXN (Cyprus) Limited (“DXN
Cyprus”)

DXN International (UK) Limited
(“DXN UK}

Daeshan (South Africa) (Proprietary)
Limited ("DXN SA™)

Subsidiaries of DIPL

Daxen USA (“Daxen™)

DXN Herbal

Branch of DIPL

DIPL Philippines Branch

Subsidiary of Daxen

DXN Mexico

Branch of Daxen

DXN Canada Branch

Associated Company of DIH

DXN Internaticnal (Thailand) Co.,
Limited (“DXN Thailand™)

Principal Activities

Dormant

Dormant

Dormant

Trading of health food, traditional medicine,
all kinds of confectioneries and other food
products

Manufacturing, production and processing of
herbal health care products, herbal beverages
and health care instruments

Trading of health food, traditional medicine,
all kinds of confectioneries and other food
products

Sale, purchase, import, export and
distribution of natural food and vitamin
supplements

Distribution of natural health products
through multi-level marketing

Import and distribution of consumable health
and nutrition products
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2.3

SHARE CAPITAL

The authorised share capital of DXN is RM100,000,000 comprising 400,000,000
DXN Shares. The issued and paid-up share capital of DXN is RM57,500,000
comprising 230,000,000 DXN Shares.

The changes in the issued and paid-up share capital of DXN since its incorporation are
as follows:

No. of

ordinary Total issued
Date of Par shares and paid-up
Allotment Value allotted  Consideration/Type of issue share capital
RM
11.16.1995 1.00 2 Subscribers® shares 2
26.01.1999 1.00 299,998  Cash 300,000
12.07.2002 1.00 75,000  Cash 375,000
27.06.2003 0.25 1,000,000  Subdivision of par value from 375,000

RMI1.00 per share to RMO.25 per

share

18.07.2003 0.25 122,600,000 Bonus issue¢ of approximately 30,875,000
81.33 new DXN Shares for every
1 existing DXN Share held

31.07.2003 0.25 17,169,000  Acquisitions 35,167,250

18.08.2003 0.25 89,331,000  Rights issue of approximately 57,500,000
6.35 new DXN Shares for every
10 DXN Shares held

RESTRUCTURING SCHEME

In conjunction with, and as an integrat part of the listing of and quotation for the entire
enlarged issued and paid-up share capital of DXN on the Main Board of the KLSE,
the Company undertook a restructuring scheme which was approved by Bank Negara
Malaysia on 17 February 2003 and 8 March 2003 and 11 July 2003, the Foreign
Investment Committee on 2 April 2003, 7 July 2003; 15 July 2003 and 15 August
2003, the Securities Commission (“SC”) on 5 May 2003, 18 June 2003 and 15 August
2003, the MITI on 28 May 2003, 5 June 2003 and 23 July 2003 involving the
follewing inter-conditional transactions:

(a) Divestment of 20,847 existing ordinary shares of RM1.00 each in DXN by
Leong Bee Ling to LTAT at an offer price of approximately RM264 per
ordinary share which was arrived at based on a willing buyer-willing seller
basis (“Divestment to LTAT”).

(b) Sub-division of par value for every existing ordinary share in DXN from
RM1.00 to RMO0.25 (“Share Split”).
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(d)

Bonus Issue

Bonus issue of 122,000,000 new DXN Shares, credited as fully paid-up, on
the basis of 81.33 new DXN Shares for every | existing DXN Share held prior
to the Acquisitions.

Acquisitions

1

il.

iii.

Acquisition of DIPL

Acquisition of the entire issued and fully paid-up share capital of
DIPL comprising 15,010 ordinary shares of USD1.00 each {“DIPL
Shares™) for a total purchase consideration of approximately
RM1,726,023 to be satisfied by the issuance of 6,904,050 new DXN
Shares at par. As part of the Acquisition of DIPL, the DIPL Shares
were transferred to DIH, DXN’s wholly-owned subsidiary, resulting
in DIH holding the entire equity interest in DIPL upon completion of
the Acquisition of DIPL; '

Acquisition of PT Daxen

Acquisition of the entire issued and fully paid-up share capital of PT
Daxen comprising 700 ordinary shares of Rupiahl4,500,000 each
(“PT Daxen Shares™) for a total purchase consideration of
approximatcly RM2,021,546 to be satisfied by the issuance of
8,086,100 new DXN Shares at par. As part of the Acquisition of PT
Daxen, 99% of the PT Daxen Shares were transferred to DIH, DXN’s
wholly-owned subsidiary, resulting in DIH holding $9% of the equity
interest in PT Daxen upon completion of the Acguisition of PT
Daxen;

Acquisition of DXN HK

Acquisition of the entire issued and fully paid-up share capital of
DXN HK comprising 2,500,000 ordinary shares of HKD1.00 each
(“*DXN HK Shares”) for a total purchase consideration of
approximately RM 145,896 to be satisfied by the issuance of 583,580
new DXN Shares at par. As part of the Acquisition of DXN HK,
2,499,999 DXN HK Shares were transferred fo DIH, DXN’s wholly-
owned subsidiary while ! DXN HK Share is held by DXN in trust for
DIH.. DIH still effectively holds the entire equity interest in DXN HK
upon completion of the Acquisition of DXN HK;
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®

tv.

Acquisition of DXN Singapore

Acquisition of the entire issued and fully paid-up share capital of
DXN Singapore comprising 2 ordinary shares of SGD1.00 each
(“DXN Singapore Shares”) for a total purchase consideration of
approximately RM291,870 to be satisfied by issuance of 1,167,470
new DXN Shares at par. As part of the Acquisition of DXN
Singapore, the DXN Singapore Shares were transferred to DIH,
DXN’s whelly-owned subsidiary, resulting in DIH holding the entire
equity interest in DXN Singapore upon completion of the Acquisition
of DXN Singapore;

Acquisition of DXN Thailand

Acquisition of 36.75% of the issued and fully paid-up share capital of
DXN Thatland comprising 73,500 ordinary shares of Baht100 each
(“DXN Thailand Shares™ for a total purchase consideration of
approximately RM106,950 to be satisfied by the issuance of 427,800
DXN Shares at par. As part of the Acquisition of DXN Thailand, the
DXN Thailand Shares were transferred to DIH, DXN’s wholly-owned
subsidiary, resulting in DIH holding 36.75% equity interest in DXN
Thailand upon completion of the Acquisition of DXN Thailand.

Transfers

il.

iiL.

Transfer of DXN Cyprus

Transfer of the entire issued and fully paid-up share capital of DXN
Cyprus comprising 10,000 ordinary shares of CYP1.00 each held by
DXN to DIH, its wholly-owned subsidiary, to be satisfied via
intercompany advances;

Transfer of DXN SA

Transfer of the entire issued and fully paid-up share capital of DXN
SA comprising 100 ordinary shares of Rand1.00 each held by DXN to
DIH, its wholly-owned subsidiary, to be satisfied via intercompany
advances.

Transfer of DXN UK

Transfer of the entire issued and fully paid-up share capital of DXN
UK comprising 1,000 ordinary shares of £1.00 each held by DXN to
DIH, its wholly-owned subsidiary, to be satisfied via intercompany
advances;

Rights issue of 89,331,000 new DXN Shares at par on the basis of
approximately 6.35 new DXN Shares for every 10 existing DXN Shares held
after the Acquisitions.
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(g)

(b)

Offer for sale of 47,600,000 DXN Shares of which 12,000,000 DXN Shares
will be allocated to Bumiputera investors approved by MITI and 35,600,000
DXN Shares will be made available for application by Malaystan investors
whereby attempt will be made to allocate 30% of the Offer Shares to
Bumiputera investors;

Public issue of 10,000,000 new DXN Shares of which 1,200,000 new DXN
Shares will be made available for application by the Malaysian public and
8,800,000 new DXN Sharcs will be reserved for application by the eligible
Directors and cmployees, the registered distributors in Malaysia and the
suppliers of DXN and its subsidiaries.

Listing of and quotation for the entire enlarged issued and paid-up share
capital of DXN comprising 240,000,000 DXN Shares on the Main Board of
the KLSE.

Subsequent fo the listing of DXN, the Company shall implement an executive share
option scheme for the eligible executives and Executive Directors of the DXN Group
who meet the criteria of eligibility for participation in the Executive Share Option
Scheme (“ESOS”) as sct out in the ESOS By-Laws.
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SUBSIDIARIES AND ASSQCIATED COMPANY

The subsidiaries and associated company of DXN as at the datc hereof are as follows:

Name

DMSB

DISH

DXN Pharma

DXN Plantation

DPSE

DKSB

DIH

Date and
place of
intorporation

11.12.1953;
Malaysia

20.11.19%6;
Malaysia

20.11.19%6;
Malaysia

6.10.1995;
Malaysia

25.3.1997;
Malaysia

17.9.199%;
Malaysia

11.4.2002;
British Virgin
Islands

Subsidiaries of DIH

DIPL

08.03.1999;

Federal Territory

of Labuan,
Malaysia

Authorised
share
capital

RM500G,000

RMS500,000

RM3,000,000

RM3500,000

RM 100,000

RM100,000

USD50,000

U3sD250,000

1ssued and
paid-up
share capital

RM300,000

RM300,000

RM4,000,000

RM135G,000

RM100,000

RM100,000

USD2,500

USD15,010

Effective
interest
Ya

100.00

100.00

100.G0

100.00

100.00

100.00

100.00

100.00

Principal activities
Sale  of  healh
supplements and

other products on a2
direct salzs basis

Manutacure of
health food
supplements and
other products
Cultivation of
Ganoderma and
Mycelium and the
manufacturing of
health  supplements
and other products
Dormant

Daormant

Dormant

Investment  holding

and provision of
management services

Trading of health
food, traditional
medicine, all kinds of
confectioneries  and
other food products
and investment
helding
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24 SUBSIDIARIES AND ASSOCIATED COMPANY (CONT'D)

Date and
place of
Name incorporation
Subsidiaries of DTH
(cont’d)
DXN 05.03.1997,
Singapore Singapore
PT Daxen 05.08,1998,
Indonesia
DXN HK 17.10.1997,
Hong Kong
DXN 31.12.2001;
Cyprus Cyprus
DXN UK 05.06.2002;
United
Kingdom
DXN SA 22.02.2002
South Africa
Subsidiaries of DIPL
Daxen 04,10.2001;
us
DXN 30.07.2001;
Herbal India

Authorised
share
capital

SGD100,000

Rupiah
14,500,000,000

HEKD?2,500,000

CYP10,000

£20,000

Rand4,000

USD1,060,000

Issued and
paid-up
shitre capital

SGD2

Rupiah
10,150,000,000

HKD2Z,500,000

CYP10,000

£1,000

Rand100

USD206,000

Rupee30,000,000  Rupee 4,865,000

Effective

interest
%

100.00

100.00

106.00

100.00

100.00

100.06

100.00

100.00

Principal activities

Trading in Thealth
producis

Sale of traditional
medicines,
cosmetics, beverages
and cleaning
materials

bulti-level marketing
of health care
products

Dormant

Dormant

Donmant

Trading of healh
food, traditional
medizing, al} kinds of
confectioneries  and

other foed products
Manufacturing,
production and

processing of herbal
health care products,
herbal beverages and
health care
instruments
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24 SUBSIDIARIES AND ASSQCIATED COMPANY (CONT'D)
Date and Autharised Issued and
place of share paid-up Effective
Name incorporation capital share capital interest Principal activities
Yo
Branch of DIFL
DIPL Nil; - - - Trading of heafth
Philippincs Philippines food, traditional
Branch medicine, all kinds of
confectioneries  and
other food products
Subsidiary of Daxen
DXN 01.11.2002; MXNS50,000 MXN 50,000 9990  Sale, purchase,
Mexico Mexico import, export and
distribution of natural
food and vitamin
supplements
Branch of Daxen
DXN Nil: - - Distribution of
Canada Canada natural health
Branch products through
multi-level marketing
The associated company of DIH as at the date hereof is as follows:
Date and Anthorised Issued and
place of share paid-up Effective
Name incorporation capital share capital Interest Principal activities
%
DXN 25.06.1998; Baht Baht 36.75 Import and
Thailand Thailand 20,000,000 20,000,060 distribution of
consumable health
and nutrition
producis
3. AUDITED FINANCIAL STATEMENTS AND AUDITORS

We have been the auditors of DXN, DMSB, DISB, DXN Pharma, DXN Plantation, DPSB,
DKSE, DIPL and Daxen since the financial year ended 28 February 2002. Prior to the
financial year ended 28 February 2002, the above mentioned companies were audited by
another firm of auditors. We are also the auditors of DIH, DXN UK, DXN SA and DXN
Mexico for the financial period ended 28 February 2003.

The financial statemenis of DXN Herbal, DXN Singapore, PT Daxen, DXN HK, DXN
Cyprus, DIPL Philippines branch and DXN Thailand for the 5 financial period/years ended 28
February 2003 were audited by other auditors.
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The financial statements of PT Daxen for the three finanecial period/years ended 31 December
1998 to 2000 have not been audited as it is not required by Indonesian legislation. The
contribution of the said financial period/years to the results of the DXN Group is immaterial,

Nonc of the financial statements of all the companies within the Group for all the financial
years/periods under review were subject to any audit qualification.

ACCOUNTING POLICIES AND STANDARDS

This report is prepared on a basis consistent with accounting policies normally adopted by
DXN Group and in accordance with applicable approved accounting standards issued by the
Malaysian Accounting Standards Board.

EVENTS SUBSEQUENT TO BALANCE SHEXET DATED 28 FEBRUARY 2003

Based on the audited financial statements for the financial year ended 28 February 2003 and
other than the Restructuring Scheme as mentioned in Section 2.3 and the acquisition of land
and building by DXN amounting to RM2.220 million, no events have arisen subsequent to the
balance sheet date, which required disclosure in this report.
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6. SUMMARISED PROFORMA CONSOLIDATED RESULTS OF THE GROUP

6.1 The summarised proforma conselidated results of DXN Group for the financial years
ended 28/29 February 1999 to 2003 have been prepared for illustrative purposes after
making such adjustments that we considered necessary and assuming that DXN Group
has been in existence throughout the years under review.

DXN Group
Lem———————-Financial years ended 28/29 February-———e— >
1999 2000 2001 2002 2003

RMM000 RM’000 RM'0HH) RM'000 RMM 004
Revenue 54,589 64,473 77,329 118,598 132,461
Profir before
depreciatiosn, interest,
exceptional items, sharc
of associate resukis and
taxation 18,157 16,953 8,185 20,958 25,509
Depreciation {1,263} {2,335) (2,709} (2,891) {4.211)
Interest expense (225) (409} {379) {812) {814}
Exceptional item - - 298 - -
Share of associate
results (11} - - - .
Profit before taxation
("PBT™) 16,559 14,209 3,395 17,255 20,484
Tax expense 21 4,151) {1,993) (3,562) {3,526)
Profit afier taxation
{(“PAT") 16,538 10,0358 3,402 13,693 16,958
No, of shares assumed
in issue (*000) 140,669 140,569 140,669 140,669 140,669
Gross Eamings per
share (“EPS™) (sen) 11.77 10,10 334 12.27 14.56
Net EPS (sen) 11.76 7.15 242 9.73 [2.06
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The proforma group results have been prepared on a time apportionment basis and all
under/over provision for taxation made in the subsidiaries’ or associated company’s
audited financial statements have been adjusted to the relevant year concerned.

Notes:

(1)

(i5)

(ii)

{iv)

V)

The proforma consolidated results of DXN are prepared for illustrative
purposes only and are based on the audited financial statements of DXN,
DMSB, DISB, DXN Pharma, DXN Plantation, DPSB, DKSB, DIPL, Daxen,
DXN Herbal, DXN Singapore, PT Daxen, DXN HK, DXN Cyprus, DXN UK,
DXN SA, DXN Thailand and DXN Mexico respectively.

The financial statements of the foreign subsidiaries and associated company
of DXN were translated at foreign exchange rates in accordance with the
accounting poticy as stated in Section 8.1.14.

There were no extraordinary or exceptional itemns in the years/period under
review cxcept for DXN Plantation whereby there was an exceptional item in
2001. This exceptional item represented insurance compensation received in
respect of floods on the plantation and office break in.

Group revenue for financial years ended 28 February 2001 and 2002 increased
by 19.94% and 53.37% respectively mainly due to contribution from its main
subsidiaries, DMSB and DIPL where both companies have successfully
launched new products and captured the various consumer markets.

[nerease in gross revenue for the financial year ended 28 February 2003 was
as a result of increase in production velume and sales demand by its
subsidiaries, DXN Phama and DXN Herbal. Both commenced full
manufacturing operations during the financial year ended 28 February 2003,

Profit before taxation was higher in the financial year ended 28 February 1999
mainly contributed by the increase in sales of the Group’s main products,
Reishi Gano (“RG™) and Ganocelium (“GL™} with a profit margin of
approximately 60% and 35% respectively.

There was a slight decrease in the profit before taxation for the financial year
ended 29 February 2000 due to an increase in promotional activities and
bonus for multi-level marketing expenses.

Profit before taxation was lower in the financial year ended 28 February 2001
mainly attributed to the drop in sales of RG and GL in the Indonesian market
due to the adverse economic situation in that country. The percentage of sales
contributed by RG and GL to the Group’s total sales revenue had reduced
from 34% in 2000 to 11% in 2001. As a result, the Group’s net profit margin
declined from 22.04% in 2000 to 6.98% in 2001.

Profit before taxation was higher for the financial year ended 28 February
2003 mainly due to increase in sales demand and intreduction of new products
during the financial year.

The gross earnings per share has been calculated based on the PBT divided by
the enlarged issued and paid-up share capitat of the Group of 140,669,000
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DXN Shares {after Divestment to LTAT, Share Split, Bonus Issue,
Acquisitions and Transfers) on the assumption that the DXN Shares have been
in issue througheut the years under review.

(vi)  The net carnings per share has been calculated based on PAT divided by the
enlarged issued and paid-up share capital of the Group of 140,669,000 DXN
Shares {aftcr Divestment to LTAT, Share Split, Bonus Issue, Acquisitions and
Transfers) on the assumption that the DXN Shares have been in issue
throughout the years under review.

(vii)  The DXN Group did not make any significant allowance for doubtful debts in
the past 5 financial years ended 28 February 2003 except as follows :-

e Financial perfods/years ended 28/29 February———7m —ae—>
1999 2000 2001 2002 2003
RM"000 RAM000 RM'000 RM'000 RM’000
DMSB - - - - 577
DISB - - - - 396
BXN Phama - - - - 271
DXN Thailand - - 7 7 -
7 7 1,244

The allowance for doubiful debts in the financial year ended 28 February
2003 was high as the Group made allowance for doubtful debts for certain
trade receivables due from stockists and distributors which have been
outstanding for more than 5 months.
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6.2 The summarised results of the companies in DXN Group for the 5 years ended
28 February 1999 to 2003 are set out below:-

6.21 DXN
«————-Financial years ended 28/2% February-—-————-———--->
1999 240 2001 002 2003
RM RM RM RM RM
Revenue 104,000 2,611,000 120,000 10,120,000 44,064 444
Profit before depreciation,
interest and taxation 88,172 2,529,044 9,189 10,231,208 43,410,067
Depreciation - {2,407} {9,628) {3,804} {4.603)
Interest expense {462) {7,780} (69,147 {11,922} (8,572)
PBT/(Loss before taxation) 87,710 2,519,457 (69,586) 10,215,483 43,396,892
Tax expense (28,000} {706,122} - {80,000) (5,425314)
PAT/{Laoss after taxation) 39,710 1,813,335 {69,586) 10,135,483 37,971,578
Weighted average ne. of .
shares in issue 27.947 300,000 300,000 300,000 347,466
Gross EPS/(loss per share)
(RM} 314 840 (0.23) 34.05 124.%0
Net EPS/(loss per share)
(RM) 214 6.04 (0.23) 33.78 109.28
Gross dividend rate (%) —
ordinary shares - - - 3333.33 2,400.00
Notes:

(i} There were no extraordinary or exceptional items for all the periodivears under review.

(i} The tax expense for the financial year ended 28 February 1999 was in respect of non-tux exemp!
dividend received. There was no business income in 1999 and the expenses incurred were not
eligible to be set off against dividend income as 1999 was a tax waiver year under the Income Tax
(Amendment) Act, 1999, There was no tax expense for financial year ended 28 February 2001 as
the Company incurved Iosses for the year. The tax expense Jor the flnancial year ended 28
February 2002 and 28 February 2003 was lower than the statutory income tax rate mainly due to
tax exempt dividend received.

(iii} Gross EPS/loss per share) has been calcuinted based on PBT/(loss before taxation) divided by
the weighted average number of ordinary shares in issue.

(iv) Net EPSffloss per share} has been calculated based on PAT/loss afier taxation) divided by the
weighted average number of ordinary shares in ssue.
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6.2.2 DMSB
<—-—————-——Financial years ended 28/29 February-—————->
1999 2000 2001 2002 2003
RM RM RM RM RM
Revenue 39,566,539 27,000,691 24,670,173 21,485,217 23,146,373
Profit before depreciation,
interest and faxation 8,108,187 2,213,800 1,323,556 944 835 528,329
Depreciation (765,853) (649,113) (674,441} (665,771) (364,628)
Interest expense (206,555} (330,040 (219,580) {159,823) {82,324)
peT 7,105,779 1,234,645 429,135 119,241 81,377
Tax expense @ - (369,501} (363,844) (163,000 {133,000)
PAT/Loss after taxation) 7,105,779 865,144 65201 {43,759) {51,623)
Weighted averape no. of
shares 186575 500,000 500,500 500,000 500,000
Gross EPS (RM) 3809 247 0.86 0.24 0.16
Net EPS/(loss per share)
(RM} 38.09 1.73 13 (0.09) (0.10)
Gross dividend rate (%) -
ordinary shares 2,520.00 500.00 - - 2,383.33

Notes:
(i) There were no extraordinary or exceptional items for all the financiul periodivears under review.

(i} There was no tax expense in financial year ended 28 February 1999 as the income tax has been
waived under the Income Tax (Amendmeny Act, 1999. The effective tuax rate is higher than the
statitory rate for the financial years ended 28 February 2000 to 2003 mainly due to certain
expenses not deductible for income tax purposes.

(i) Gross EPS hus been caiculated based on PBT/floss before taxation) divided by the weighted
average number of ordinary shuves in issue.

(v} Net EPSHloss per share) has been calculated bused vn PATHloss afier taxation} divided by the
weighted average number of ardinury shares in issue.
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Notes:

{1} The PBT after adjusting for the prior year adjusted in respect of membership fees under recognised

Jor the financiad years ended 28 February 1999 to 2000 has been restated as follows:

As per audited

financial staternents

Membership fee
under recognised -
before tax

As restated

2001 2002 2003

RM RM RM

452,052 429,135 119,241 81,377
782,593 -
1,234,645 429,135 119,241 21,377

Bused on the audited financial statements, the under-recognised membership fees afier tax for the
financial years ended 28 February 1996 to 2000 way recognised in the 2001 financial statements,

{2} Due to the change in the accounting policy as noted above, the tax expense for the financial years
ended 28 February 1999 to 2000 has been restated as follows and adjusted for under/fover)
provisions to the relevant financial years:

As per audited

financial statements

Membership fees

under recognised -

tax expense

Adjustment on prior

year’s tax

As restated

2000 2001 2002 2003

RM RM ‘M RM
(414,489) (368,660 2,305 {133,000}
(219,076) y . .
264,064 4,816 (165,805} -
(369,501) (363,344) (163,000 (133,000)

* No tax expense had been accrued for the financial year ended 28 February 1999 as it was « tax

welver year.
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6.2.3 DISB
— Financial years ended 2829 February--——-————- 4
1999 2000 1001 2002 2003
RM RM RM RM RM
Revenue 12,788,732 31739658 24952839 29219520 29,975,050
Profit before depreciation,
interest and taxation 7.412,211 12,735,017 4,023,375 10,018,984 6,246,407
Depreciation {152,014) (893,581) (1,095,807) {875,111} (1,077,843}
Interest expense - (21,479) (35,143) (114,119) (341,215}
PBT 7,260,197 11,819,957 2,892,425 9,029,754 4,827,349
Tax expense - (2,989,612) (855,514) (2,254,349) {1,136,884)
PAT 7.260,197 8,830345 2,036,911 6,775,205 3,690,465
Weighted average no. of
shares in issue 2 228,708 500,000 506,000 500,000
Gross EPS {RM) 3,630,099 51.67 578 18.06 9.65
Net EPS (RM) 3,630,099 38.60 4.07 13.55 7.38
Gross dividend rate (%) -
ordinary shares - - - 1,400.00 3,294.44
Notes:
(1) There were no extraordinary or exrt'epﬁonaf items for all the financial period/vears under review.

i)

fiie}

fiv)

There was no tax expense in the financial year ended 28 February 1999 as the income tax has
been waived under the Income Tux (Amendment) Act, 1999, The effective tax rate for year 2000 is
lower than the sigtutory tax rate due to the wtilisation of refnvestment allowance by the company.
From the financial year ended 28 February 2001 DISB started 1o receive 10% royaity on sales io
DIPL s Philippines Branch. There is no tax charge for the net royalty received ax it was in respect
of income from foreign source, however the gross royalty is subject to foreign withholding tax at
25%. For the financial year ended 28 February 2001, the higher effective tax rate is due to
certain expenses disallowed for tax purposes. The effective tax rate for financial year ended 28
February 2003 is lower than the statutory tax rate as the foreign income is exempted from the
Mualaysia s income tax.

Gross EPS has been caleviated based on PBT divided by the weighted average number of
ordinary shures in issue.

Net EPS has been calculated based on PAT divided by the weighted average number of ordinary
shares in issue.
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6.2.4 DXN Pharma

< -———-Financial years ended 2829 February— —_—
1999 2000 2001 2002 2003
RM RM RM RM RM
Revenue - - - 22,046,931 27,082,076
(Loss)/Profit betore
depreciation, interest and
taxation (50,173} (19,429) (216,514} 7,743,593 14,630,385
Depreciation - - (13,904) (854,231) (1,713,266)
Interest expense - (2,719) (25,800} (504,204) (361,254)
{Laoss before taxation)
PRT (50,173) (22,148) (256,218) 6,385,158 12,555,365
Tax expensc - (29,346) {1,395) {448,000) (2,211,641)
(Loss after taxationVPAT (50,173) (51,494) (257,613} 5,937,158 10,343.224
Weighted average no. of
shares in issue 2 1,043,837 3,756,164 4,000,000 4,000,000
Gross (Toss per sharey
EPS (RM) (25,087 (0.02) 0.07) 1.60 314
Net (loss per share) EPS
(RM) {25,087) {0.05) (G.07) 1.48 2.59
Gross dividend rate (3%) —
ordinary shares - - - - 319.44
Notes:

(il There were no exwraordinary or exceptional items for all the periodivears under review.
(i} DXN Pharma commenced operations on I March 2001,

(i) Tux expense for the finuncial years ended 28 February 2000 and 2001 reflected an effective tax
rate that was higher than the statutory tax rate as the wx was in respect of rental and interest
incame. The tax expense for the financial years ended 28 February 2002 and 2003 was lower
than the statutory tux rate due 1o (ax incentives available to DXN Pharmu.

{ivi Gross (loss per share)/EFS hus been calculated based on (loss before taxation)/PBT divided by
the weighted averge number of vrdinary shures in issue.

(v} Net (luss per sharel/EPS has been calculated based on (loss affer taxation)/PAT divided by the
weighted average mumber of ordinary shares in issue.
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6.2.5 DXN Plantation

Commrme e e Financial years ended 282% February-————>
1999 2000 2001 2002 2003
RM rM RM RM RM
Revenuc 8,060,368 7,408,148 2,499.249 3,043,886 -
Profit/(Loss) before
depreciation, interest,
exceptional item and
taxation 3,573,309 2,405 467 840,305 158,263 {(9,993)
Deepreciation (160,008} (372,337 (511,647} (134,002} -
Interest expense (4,019 {36,415} {24,116} {0,583) -
Exceptional item - - 297948 - -
PRT/(Loss before
taxation) 3,409,342 1,996,715 602,490 17,678 (9,993
Tax expense - {745,851) (121,364) 29,000 73,745
PAT 3,408,342 1,230,864 481,126 46,678 63,752
Weighted average no. of
shares in issue 2 2 2 2 150,000
Gross EPS/(loss per shate)
{(RM} 1,704,671 998,358 301,245 8,839 (0.07)
Net EPS (RM) 1,704,671 625,432 240,563 23,338 043
Gross dividend rate (%) —
ordinary shares - - - 150,000,000 1,851.85

Notes :

(i

(i)

(i}

{iv)

(v}

In June 2008, DXN Fluniation transferved the wctivities of cultivation of Ganoderma and
Mycelium to DXN Pharma and remained dormant theregfler.

Exceptional item in financial year ended 28 February 2001 is in respect of insurance
compensation received by DXN Planution for flooding of the plantation and an office break in.

No tax expense were incurred for the financial yeur ended 28 February 1999 as income fux had
been waived under the Income Tax (Amendmeni) Act, 1999, Tax expense for the financial year
ended 28 February 2000 reflected an effective tux rate which was higher than the statutory tax
rate mainly due to certuin expenses not deductible for tax purposes. The tux experse for the
financial year ended 28 February 2002 inchudes u reversal of deferred wax. The tux expense for
financial year ended 28 February 2003 is in respect of reversal of over provision of prior year
X,

Gross EPS /loss per share) has been caleulated based on PBT/(loss before taxation) divided by
the weighted average number of ordinary shares in issue,

Net EPS has been calvulated based on PATloss afler taxation) divided by the weighted average
number of ordinary shares in issue.
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6.2.6 DPSB
< ——-———————Financial year ended 2829 February——m98 ————-=>
1999 2000 2001 2002 2003
RM RM RM RM RM
Revenue 1,660,354 1,918,633 1,247,746 - -
(Loss)/Profit before
depreciation, interest and
taxation (34,725} 44,131 {110,238} (13.441) (1,988)
Depreciation {9,013} (11,6407 (15,172} - -
Interest expense - - - - -
(Loss before taxakon)y
PBT (43,738) 32,491 (125,410) (13,441) (1,988}
Tax expense - - - - -
({Loss after taxation)PAT (43,738) 32,491 (125,410) (13,441) - (1,988}
Weighted average no. of
shares in issue 2 548 100,000 100,000 100,000
Gross (loss per share)EPS
(RM) (21,869) 59.29 (1.25) (0.13) (0.02)
Net (loss per share)/
EPS (RM} (21,869} 59.29 (1.25} (.13} (0.02)
Gross dividend rate (%) -
ordinary shares - - - - -
Notes ;

(i) There were no extraordinary or excepiiondl ftems jor alf the financial years under review.

(il DPSB ceased its operations as a stockist and distributor during the financial year ended 28
February 2002 and is presendly dormant.

(iii) There were no lux expense during financial years ended 28 February 1999 to 2003 as DPSB
incurred business losses.

(v} Gross (loss per share)/EPS has been calculated based on PBT/(Ioss before taxation) divided by
the weighted averuge number of ordinary shares in issue.

fv)  Net (loss per shure)/EPS has been calculated based on PAT/loss afler taxation) divided by the
weighted average number of ordinary shares in issue.
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6.2,7 DKSE
<——————rFinancial period/years ended 28/29 February- —_
1999 2000 2001 2002 2003
RM RM RM RM RM
Revenue 357.401 3,592,674 5,016,386 - -
(Loss)/Profit before
depreciation, interest and
taxation {53.250) 112,921 159,823 {27,987) (2,3003
Depreciation (6,272) (19,534) {19.943) - -
Interest expense - - - - -
{Loss before
taxation¥PRT (59,522} 93,387 139,880 (27.987) (2,300}
Tax expense - {16,763} (26,721 14,809 -
{Loss after taxation)/PAT {59,522) 76,624 119,159 {13,178) (2,300)
Weighted average no. of
shares in issue 2 548 100,000 100,000 104,000
Gross {loss per share)YEPS
(RM) *(59,522) 17041 1.40 {0.28) ©.02)
Net (loss per share)/EPS
(RM) *(59,522} 139.82 1.19 (0.13) (0.02)
Gross dividend mte (%) — )
ordinary shares - - - - -

* Annualised

Notes »
(il There were no extraordinary or exceptional items for all the periodiyears under review,
(i} DKSB ceased operations in 2002 and is presently dormant,

(iii) There was no tax expense during finuncial year ended 28 February 1999 as DKSB incurred
business losses. The tax expense for the financial year ended 28 February 2000 was in respect of a
provision for deferved tax. The tax expense for the financial year ended 28 February 2001 wos
lower than the staiutory tax rate as DKSB hod unabsorbed tax losses and capial allowances. The
tax expense for the financial year ended 28 February 2002 is u reversal of the provision for
deferved tax. There was ne tax expense for the financial year ended 28 February 2003 as DKSB
incuwrred loss for the year.

(ivi  Gross (loss per shure)/EPS has been calculmted based vn profitfloss} before tax divided by the
weighted average number of urdinary shares in issue.

fvj  Ner floss per share)/EPS hus been calculated bused on profitiluss) afier tax divided by the
weighted average number of ordinary shares in issue.
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6.2.8 DIH

11 months

financial

period ended

28 February

2003

RM
Revenue -
Lass before depreciation, interest and taxation {11,360)
Depreciation -
Interest expense -
Loss before taxation {11,360)
Tax expense -
Loss after taxation (11,360)
Weighied average no. of shares in issue 2,219
Gross loss per share (RM) *(5.58)
Net loss per share {RM) *(5.58)

Gross dividend rate (%) — ordinary shares -

* Annualised

Notes:
(i There were no extraordinary or exceplional items for the period under review.

(i) There was no lax expense for the financial period ended 28 February 2003 as DIH incurred
losses for the year.

(iii) Gross loss per share has been calculated based on loss before taxation divided by the weighted
average number of ordinary shares in issue.

(v} Net loss per share has been calculated based on foss afier tuxation divided by the weighted
average number of ordinary shares in issue.
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62.9 DIPL

Revenue

(Loss)Profit before
depreciation, interest and
taxation

Depreciation

Intgrest expense

{Loss before taxationyPBT

Tax expense

(Loss after taxation)/ PAT
Weighted average no. of
shares in issue

Gross (loss per shareYEPS
(RM)

Net {loss per sharne)/EPS
(RM)

Gross dividend rate (%0) -
ordinary shares

Notes :

iy There were no exiraordinary or exceptional items for all the periodiyears under review.

B Financial period/year ended 28/29 Februagy-—---———— >
2000 2001 2002 2003
RM RM RM RM
608,694 34,122,518 70,509,032 57,086,189
(22,574} 1,508,359 1,918,973 166,737
(10,716) (65,383) (146,729) {221,544)
- (4,195) (12,590 (14,989)
(33,290 1,898,779 1,759,654 {69,796)
- (625,930) {623,439) (105,224)
(33,290) 1,272,849 1,136,215 (175,020)
7,736 15,010 15,010 15,010
(4.30) 126.5 117.23 (4.65)
4.30) 84.80 75.70 {11.66)

(it} DIPL was incorporated on 8 March 1999 and therefore, the first financial stutements were for the

financial period ended 28 February 2000,

(it} There was no tax expense for the financial period ended 28 February 2000 as DIPL incurred
losses for the year. DIPL's source of revenue is from the Philippines Branch which atiracts a
statutory tax rate of 32%. In Maluysia, DIPL has elected to pay RM20.000 per year under the
Labuan Offshore Business Activity Tax Act 1996

(vl Gross (loss per share)/EPS has been calculuted based on PBT/{loss before taxation) divided by
the weighted average number of ordinary shares in issue.

(v Net (loss per share)/EPS has been colenlated based on PAT/(loss after taxation) divided by the
weighted averuge number of ordinary shares in issue,
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6.2.10 Daxen

3 months Financial year
financial periad ended
ended 28 28 February
February 2002 2003
RM RM
Revenue - 19,052,602
{Loss)Profit before depreciation, interest and taxation (331,057) 323,024
Depreciation (4,579) (45,122)

Interest expenses -
Loss before taxation/PBT (335,636) 277,902
Tax expense - {26,509
Loss after taxationPAT (335,636) 251,393
Weighted average no. of shares in issue 50,411 200,000
Gross {loss per share)/EPS (RM) *15.98) 1.38
Net (loss per share)/EPS (RM) *15.98) 126

Gross dividend rate (%) - ordinary shares - -

* Annualised

Notes :

(i) There were no extraordinary vr exceptional items for all the period/years under review.

(i} There wus nou tax expense for the financial period ended 28 February 2002 as Daxen incurred
losses_for the year. The tux expense for the financial year ended 28 February 2003 was lower than

the statutory tax rate ay Daxen had nmabsorbed tax lasses and capital allowances.

(i) Gross (loss per share)/EPS hus been calculated based on (Toss before taxation)/PBT divided by
the weighted average number of ordinary shares in issue.

{ivi Net {loss per share)/EPS has been calculuted based on (loss afler taxation)/PAT divided by the
weighted average number of ordinary shares in issue.
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6.2.11 DXN Herbal

Revenue

Profit before depreciation, interest and taxation
Depreciation

Intercst expenses

PBT

Tax expense
PAT

Weighted average ne. of shares in issue
Gross EPS (RM)
Net EPS (RM)

Gross dividend rate (%} ~ ordinary shares

¥ Annualised

Notes:

7 months
financial period
ended 23
February 2002
RM

Financial year
ended 28
February
2003

RM

17.902,270

6,385,604
(350,522)
5,995,142

@72,117

5,523,025

197,989
30.28

27.90

(0 There were no exiracrdinary or exceptional items for all the period/vears under review.

(ii}  The expenses incurrved for the financial period ended 28 February 2002 have been capitalised and
deferred as expenditure carried forward in the balance sheet. However, for the purpose of the

proforma Group resulls, this item has been expensed off in the income statement.

{ifit There was no tux expense for financial period ended 28 February 20002 as DXN Herbal has not
commenced operations. There was no tax expense for the financial year ended 28 February 2003
as DXN Herbal was granted a five year corporation tax exempton from the commencement of

business from I March 2002 up to 28 February 2007.

(v}  Gross EPS has been culculuted based on FBT divided by the weighted average number of

ordinary shures in issue.

v} Net EPS has been calowlated based on PAT divided by the weighted average number of ordinary

shares in issue.
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6.2.12 DXN Singapore

Cemreme - Financial periodiyears ended 28/29 February——-——>>

1999 2000 2001 2002 2003

RM RM M RM RM
Revenue 310,512 3,732,823 12943278 20519642 22,155,794
Profit/{Loss) before depreciation
intercsi and txation 99,817 (174339} 103,263 334,909 298,476
Depreciation (25,004) (85,066} (86,377} {79,553} (14,501)
Interest cxpense - - - - -
PBT/{Loss before taxation} 74,813 {259,405) 16,886 255,356 283,975
Tax expense (27.567) - - {16,101} (35,20%)
PAT/(Loss after taxation} 47,246 (25940%5) 16,386 239,255 248,770
Weighted average no. of shares
in issue 2 2 2 2 2
Gross EPS/{loss per share) (RM) *44 888 (129,703} 8,443 127,678 141,988
Net EPS/{loss per share} (RM) *28,348 (129,703} 8,443 119,628 124,385

Gross dividend rate (%) —
ordinary shares - - - - -

* Annualised
Notes:

() There were nu extraoprdinary or excepiional items for all the period/vears under review.

(it} There was no tax charge for the financial years ended 29 February 2000 and 28 February 2001
as DXN Singapuore had avaiable cupital allowances and tax losses to offset against the year's
prafit. The tax expense for the financial year ended 29 February 2002 was lower than the
statutory tax rate due fo wtilisation of unabsorbed capital allowance and tax losses. The fox
axpense for the financial year ended 28 February 2003 was lower than the statutory tax rate due
{o partial tax exemption of up to SGDI106,000 of the chargeable income of DXN Singapore.

(it} Gross EPSlfloss per share) has been calculated based on PBI/(loss before taxation) divided by
the weighted average number of ordinary shares in issue.

(iv) Net EPS/(loss per share) has been calcuiuted based on PAT/(loss after taxation) divided by the
welghted average manber of ordinary shares in issue.
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6.2.13 PT Daxen

Revenue

(Loss)/Profit before
depreciation interest and
taxation

Depreciation

Interest expense

{Loss before
taxationYPBT

Tax expense (I
{Loss after taxation)/PAT

Weighted average no. of
shares in issue

Gross (loss per sharcYEPS
(RM)

Net (loss per share)/EPS
(RM)

Gross dividend rate (%) —
ordinary shares

*  Annudalised

2 months

financial

period

ended 28

<m—w—-Financial years ended 31 December————--> February
#1999 # 2000 2001 2002 2003
RM RM RM RM RM

- 17,973 580,357 1,467,284 213,187
(143,8589) 5,426 (54,718) 477,638 93,962
(257,305) (195,965} {57.138) (272,208) (46,176)
- - (2,954) (5,266) (983)
(401,154} (190,539} (114,830) 200,164 46,803
- - {23,498) 27,925 -
(401,194) {190,539) (138,328) 228,089 46,803
648 700 700 700 700
(619.13) (272.20) (164.04) 285.95 *01.17
(615.13) (272.20) (197.61) 325.84 *01.17

# Based on the manugement accounis of PT Daxen

Notes :

(1} In compliunce with Malaysian Accounting Standurds Board No 23, Income Tuxes, the tax expense

Sor the financiol yearsiperiod under review has been restated as follows:

As per audited financial
statements

MASB 235, Income taxes —

reversal of deferred tax
benefits

As restated

(2i  The resuits of PT Daxen have been
consolidated results of the DXN Group,

1999 2000 2001 2002 2003
RM RM RM RM RM
. . (23,498) 193,838 724
- - - (165,913) (724)
- - (23,498) 27,925 -

time uapportioned for the purpvses of the proformu
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Notes :
(i) There were no exiraordinary or exceplional items for all the periodiyears under review.

(i} There was no lax expense for financial year ended 31 December 1999 1o 2004 us PT Daxen
incurred losses in those years. There was no tax charge for the finuncial year ended 31 December
2002 and financial period ended 28 February 2003 ay PT Daxen had available tax losses to offset
against the year's profit,

{5} Gross (loss per share¥EPS has been calculated based on floss before raxation)/PBT divided by
the welghted averuge number of ordinary shares in issue.

{iv}  Net (loss per share)/EPS has been calcwluted bused on (loss after inxationy/PAT divided by the
weighted average number of ordinury shares in issue.
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6.2.14 DXNHK

< -Finaneial periodfyears ended 28/29 February---——em— >
1999 2000 2001 2002 2003
RM RM RM RM RM
Revenue 2,046,306 2,570,541 2,093 583 2,108,667 2,467,532
(Loss before taxation)/
PBT, depreciation and
mterest (871.499) {252,534) BRAZ5 133,898 663,817
Depreciation (18,340) (44,052) (44,174} (44,871 (49,608)
Interest expense {14,401) (10,415) - - -
{Loss before taxationy
PBT (904,240} (307,001} 44,251 29,027 614,200
Tax expense - - - - -
(Loss after taxation)PAT (904,240) (307,001) 44.251 89,027 614,209
Weight average no. of
shares in issue 2 2 2 2 2
Gross {loss per shareYEPS
(RM) *(319,144) (153,501} 22,126 44,514 307,105
Net (loss per share)EPS
{RM) *(319,144; (153,501) 22,126 44,514 307,105
Gross dividend rate (%) —
ordinary shares - - - - -

. Annualised

Notes:

() There were no extraordinary or exceptional items for all the periodivedrs under review.

(it} There was no tax expense for financial periodivear ended 28 February 1999 to 2000 as DXN HK
incurred losses in those years. There was no tax charge for the financial year ended 28 Februury
2001 ta 28 February 2003 as DXN HK has unabsorbed capital allowance and tax losses to set off

against the profits for those years.

(iti}  Gross (loss per share)/EPS has been caleulated bused on (loss before waxaton)/PBT divided by
the weighted average number of ordinary shares in issue,

fiv} Net floss per share)/EPS has been calculated based on (loss afler raxation)/PAT divided by the
weighted average number of ordinary shares in issue,

-157 -



Company No.: 363120-V

X. ACCOUNTANTS’ REPORT (CONT'D)

nana

6.215 DXN Cyprus

14 months

financial

period ended

28 February

2003

RM

Revenue -
Loss before depreciation, interest and taxation (80,364)
Depreciation -
Interest expense -
Loss before taxation {80,364}
Tax expense -
Loss after taxation (80,364)
Weiglited average no. of shares in issue _ 5,389
Gross loss per share (RM) *12.78)
Net loss per share (RM) *(12.78)

Gruss dividend rate (%) - ordinary shares -

* Annualised

Notes:
(il There were no extravrdingry or exceptonal items for the period under review,

(i)  There was no tax expense for financiaf period ended 28 February 2003 as DXN Cyprus incurred
losses for the period.

(iii} Gross loss per share has been calewluted based on loss before taxation divided by the weighted
average number of ordinary shares in issue.

(iv) Net loss per share has been calculated bused on loss afier taxation divided by the weighted
average number of ordinary shares in issue.
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6.2.16 DXNUK

9 months

financial

peripd ended

28 February

2003

RM

Revenue -
Loss before depreciation, interest and taxation {20,738)
Depreciation -
Interest expense -
Loss before taxation {20,738)
Tax expense .
Loss after taxation (20,738)
Weighted average no. of shares in issue 737
Gross logs per share (RM} *(37.52)
Net loss per share {RM) *(37.52)

Gross dividend rate (%) — ordinary shares .

* Annualised

Notes:
(i There were no exrracrdinary or exceptional items for the period under review.

(i) There was no tax expense for the financial period ended 28 February 2003 as DXN UK incurred
losses for the period.

(5} Gross loss per share has been calculated based on loss before taxution divided by the weighted
averuge number of ordinary shares in issue,

fivi Net loss per share hus been colcwlated based on loss afier raxation divided by the weighted
average number of ordinary shaves in issue.
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