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11. ACCOUNTANTS' REPORT

{Prepared for inclusion in this Prospectus)
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10 December 2004

The Board of Directors
HeveaBoard Berhad

Lot 683, Batu 5, Jalan Kuala Pilah,

70400 Seremban,
Negeri Sembilan.

Dear Sirs

HEVEABOARD BERHAD (“HEVEABOARD” OR “THE COMPANY")

ACCOUNTANTS’ REPORT

1. PURPOSE OF REPORT

This report has been prepared by Horwath, an
in the Prospectus of HeveaBoard to be dated
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y auditor, for inclusion
in connectiocn with the

listing of HeveaBoard on the Main Board of Bursa Malaysia Securities Berhad (“Bursa
Securities”). The details of the listing scheme are disclosed in paragraph 2.2 of this
report.

DETAILS OF HEVEABOARD AND ITS SUBSIDIARIES

THE COMPANY

The Company was incorporated on 3 September 1993 in Malaysia as a private limited
company under the Malaysian Companies Act, 1965 under the name of HeveaBoard

Sdn. Bhd. The Company assumed its present name upon its conversion to a public
company cn 16 February 2004.

The Company is principally engaged in the businesses of manufacturing and trading of
particleboards and wood related products and investment holding.
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22 LISTING SCHEME

In conjunction with and as an integral part of the listing of HeveaBoard on the Main
Board of Bursa Securities, the Company undertook the following transactions which
have been approved by the relevant authorities:-

(a) Public Issue of 15,040,000 new ordinary shares of RM1.00 each in HeveaBoard
at an issue price of RM2.00 per share payable in full on application comprising:-

(i) 7,300,000 new ordinary shares of RM1.00 each made available for
application by bumiputera investors approved by the Ministry of
International Trade and Industry (*MITI"};

(i) 4,000,000 new ordinary shares of RM1.00 each made available for
application by the Malaysian public, companies, societies, co-operatives
and institutions; and

i) 3,740,000 new ordinary shares of RM1.00 each made available for
application by eligible directors, employees and persons who have
contributed to the success of the HeveaBoard Group;

{b) Issuance of 40,000,000 warrants to be allotted at no consideration fo all entitled
shareholders of HeveaBoard after the Public Issue on the basis of one (1) new
Warrant for every two (2) ordinary shares held as at the entittement date; and

(c) The listing of and quotation for the entire enlarged issued and paid-up share
capital of HeveaBoard comprising 80,000,000 ordinary shares of RM1.00 each,
40,000,000 Warrants and up to 40,000,000 new ordinary shares of RM1.00 each
to be issued pursuant to the exercise of the Warrants on the Main Board of
Bursa Securities.
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2.3 DETAILS OF THE SUBSIDIARIES

A summary of the details of the subsidiaries of HeveaBoard, all of which are
incorporated in Malaysia, as at the date of this report are as follows:-

Name

HPSB

HMSB

BWSB

HOSB

Notes:-

HPSB
HMSEB
BWSB
HOSB

lohor Bahru = Klang + Kota Kinabalu *+ Kuala Lumpur * Kuching » Labuan + Melaka *

Issued and Effective
Date of paid-up share equity
incorporation capital interest
%

19 November 1987 RM29,800,000 100

24 June 1983 RM250,000 100

20 July 2000 RM8&00,000 100

25 January 1995  RM7,500,002 100

HeveaPac Sdn. Bhd.
HeveaMart Sdn. Bhd.
BocoWood Sdn. Bhd.
Hevea OSE Sdn. Bhd,

Horwath Offices in Malaysia:
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Principat activities

Manufacturing and trading of
ready-to-assemble furniture.

Trading of plain and
laminated particleboards and
other panel wood products.

Distribution, trading and
marketing  of  ready-to-
assemble furniture.

Currently  dormant. The
intended business activity is
the manufacturing of
particleboards and [aminated
oriented strand board.
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3. SHARE CAPITAL

As at the date of this report, the authorised share capital of HeveaBoard is
RM500,000,000 comprising 500,000,000 ordinary shares of RM1.00 each.

The issued and paid-up share capital of HeveaBoard as of the date of this report is
RM&4,960,000 comprising 64,960,000 ordinary shares of RM1.00 each.

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

Date of

Allotment

3 September 1993
2 March 1994

25 April 1994

24 August 1994

30 December 1994
28 October 1995
29 December 2000
30 December 2000
30 December 2003

31 December 2003

Number of

ordinary

shares

issued
2
2,999,998
9,000,000
9,000,000
6,000,000
3,000,000
500,000
20,333,000
10,167,000

3,960,000

Resultant
number of
ordinary
shares in
issue

2
3,000,000
12,000,000
21,000,000
27,000,000
30,000,000
30,500,000
50,833,000
61,000,000

64,960,000

Par

Value per
share

RM

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

Cumulative
issued and
paid-up
Consideration/ ordinary
Type of issue share capital
RM
Subscribers shares 2
Cash 3,000,000
Cash 12,000,000
Cash 21,000,000
Cash 27,000,000
Cash 30,000,000
Cash 30,500,000
Bonus issue 50,833,000
Bonus issue 61,000,000
Share issued in 64,960,000
respect of acquisition
of 20% equity interest
in HPSB

Upon completion of the Public Issue as detailed in paragraph 2.2, the issued and fully
paid-up share capital of HeveaBoard will be enlarged to RM80,000,000 comprising
80,000,000 ordinary shares of RM1.00 each.
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4. RELEVANT FINANCIAL PERIOD

The relevant financial period for the purpose of this report ("Relevant Financial Period”)

is as follows:-
Company Relevant Financial Period
HeveaBoard Financial years ended 31 December 1999, 2000, 2001,
2002 and 2003 and financial period ended 30 June 2004.
HPSB Financial years ended 31 December 1998, 2000, 2001,
2002 and 2003 and financial period ended 30 June 2004.
HMSB Financial years ended 31 December 1999, 2000, 2001,
2002 and 2003 and financial period ended 30 June 2004.
BWSB Financial period from 20 July 2000 (date of incorporation)
to 31 December 200f and financial years ended 31
December 2002 and 2003 and financial period ended 30
June 2004.
HOSB Financial years ended 31 December 1899, 2000, 2001,

2002 and 2003 and financial period ended 30 June 2004.
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ACCOUNTING STANDARDS AND POLICIES

BAsIS OF PREPARATION

The financial statements of HeveaBoard and its subsidiaries (“HeveaBoard Group or
the Group”) are prepared under the historical cost convention and modified to include
other bases of valuation as disclosed under significant accounting policies below. The
financial statements comply with applicable approved accounting standards in Malaysia
and the provisions of the Companies Act, 1965.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted by the Group in the preparation of this report
are as follows:-

(a)

(b)

Basis of Gonsolidation

The consolidated financial statements include the financial statements of the
Company and all its subsidiaries.

A subsidiary is defined as a company in which the Group has the power directly
or indirectly to exercise control over the financial and operating policies so as to
obtain benefits from its activities.

All subsidiaries are consolidated using the acquisition method of accounting.
Under the acquisition method of accounting, the results of subsidiaries acquired
or disposed of are included from the date of acquisition or up to the date of
disposal. At the date of acquisition, the fair values of the subsidiaries’ net assets
are determined and these values are reflected in the consolidated financial
statements.

Intragroup transactions, balances and unrealised gains on ftransactions are
eliminated; unrealised losses are also eliminated unless cost cannot be recovered.
Where necessary, adjustments are made to the financial statements of subsidiaries
to ensure consistency of accounting policies with those of the Group.

Goodwill or Negative Goodwill on Consolidation

Goodwill represents the excess of the fair value of the purchase consideration
over the Group's share of the fair values of the identifiable net assets of
subsidiaries at the date of acquisition. Negative goodwill represents the excess
of the Group's share of the fair values of the identifiable net assets of the
subsidiaries at the date of acquisition over the fair value of the purchase
consideration.

Goodwill on consclidation is stated net of negative goodwill, and the net carrying
amount of goodwill is amortised on a straight-line basis to write off the amount of
the net goodwiil over a period of ten years.

The carrying value of goodwill is reviewed annually, and is written down for

impairment where it is considered necessary. The impaiment value of goodwill is
taken to the income statement.

Horwath Offices in Malaysia:

lohor Bahru = Klang + Kota Kinabalu + Kuala Lumpur * Kuching * Labuan + Melaka * Penang * Prai * Sungai Petani

141



Company No. 275512-A

11. ACCOUNTANTS’ REPORT
Horwath
5.2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
{c) Investments

(i) Investments in shares in corporations, other than subsidiaries, associates
and joint ventures, held for long-temm purposes are stated at cost less
allowance for permanent diminution in value.

{ii) Investments in subsidiaries, associates and joint ventures are stated at
cost in the balance sheet of the Company, and are reviewed for
impairment at the end of the financial period if events or changes in
circumstances indicate that their carrying values may not he recoverable.

(d) Financial Instruments

(e)

Financial instruments are recognised in the balance sheet when the Group or the
Company has become a party to the contractual provisions of the instruments,

Financial instruments are classified as liabilities or equity in accordance with the
substance of the contractual amangement. Interest, dividends, gains and losses
relating to a financial instrument classified as a liabllity, are reported as expenses or
income. Distributions to holders of financial instruments classified as equity are
charged directly to equity.

Financial instruments are offset when the Group or the Company has a legally
enforceable right to offset and intends to settle either on a net basis or to realise the
asset and settle the liability simultaneously.

Financial instruments recognised in the balance sheet are disclosed in the
individual policy statement associated with each item.

Property, Plant and Equipment

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

Freehold land is stated at cost less impaiment losses, if any, and is not
depreciated. Depreciation or amortisation is calculated under the straight-line
method to write off the cost of the assets over their estimated useful lives. The
principal annual rates used for this purpose are:-

Long leasehold fand over the remaining lease period
of 90 to 92 years

Short leasehold land over the remaining lease period
of 42 years

Buildings 2% t0 5%
Ptant, machinery and equipment 5% to 10%
Furniture and fitlings 10%
Motor vehicles 20%
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(e)

#

(9)

Property, Plant and Equipment (Cont’d)

Capital work-in-progress represents assets under construction, and which are
not ready for commercial use at the balance sheet date. Capital work-in-progress
is stated at cost, and will be transferred to the relevant category of long term
assets and depreciated accordingly when the assets are completed and ready
for commercial use. Cost of capital work-in-progress includes direct costs,
related expenditure and interest cost on borrowings taken specifically to finance
the construction or acquisition of the assets till the date that the assets are
completed and put into use.

Impairment of Assets

The carrying values of assets, other than those to which MASB 23 - Impairment
of Assets does not apply, are reviewed at each balance sheet date for
impairment when there is an indication that the assets might be impaired.
Impaiment is measured by comparing the carrying values of the assets with
their recoverable amounts.

An impairment loss is charged to the income statement immediately unless the
asset is carried at its revalued amount. Any impairment loss of a revalued asset
is treated as a revaluation decrease to the extent of a previously recognised
revaluation surplus for the same asset.

In respect of assets other than goodwill, and when there is a change in the
estimates used to determine the recoverable amount, a subsequent increase in
the recoverable amount of an asset is treated as a reversal of the previous
impairment loss and is recognised to the extent of the carrying amount of the
asset that would have been determined (net of amortisation and depreciation)
had no impairment loss been recognised. The reversal is recognised in the
income statement immediately, unless the asset is carried at its revalued
amount. A reversal of an impairment loss on a revalued asset is credited directly
to the revaluation surplus. However, to the extent that an impaiment loss on the
same revalued asset was previously recognised as an expense in the income
statement, a reversal of that impairment loss is recognised as income in the
income statement.

Inventories

Inventories are stated at the lower of cost and net realisable value, Cost is
determined on the weighted average basis, and comprises the cost of materials
and incidentals incurred in bringing the inventories to their present location and
condition. Cost of finished goods includes cost of materials, labour and an
appropriate proportion of production overheads.

In arriving at net realisable value, due allowance is made for gbsolete, slow-
moving and defective inventoriss,
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(h)

(i)

)

(k)

)

Receivables

Receivables are carried at anticipated realisable value. Bad debts are written off
in the period in which they are identified. An estimate is made for doubtful debts
based on a review of all outstanding amounts at the balance sheet date.

Payables

Payables are stated at cost which is the fair value of the consideration fo be paid in
the future for goods and services received.

Assets under Hire Purchase

Equipment acquired under hire purchase are capitalised in the financial statements
and are depreciated in accordance with the policy set out in Note 5.2(e) above.
Each hire purchase payment is allocated between the liability and finance charges
so as to achieve a constant rate on the finance balance outstanding. Finance
charges are allocated to the income statement over the pericds of the respective
hire purchase arrangements.

Interast-bearing Borrowings

Interest-bearing bank joans and overdrafts are recorded at the amount of proceeds
received, net of transaction costs.

Borrowing costs directly attributable to the acquisition of property, plant and
equipment are capitalised as pait of the cost of those assets, until such time as the
assets are ready for their intended use or sale.

All other borrowing costs are charged to the income statement as an expense in
the period in which they are incurred.

Equity Instruments

Ordinary shares are classified as equity. Dividends on ordinary shares are
recognised as liabilittes when declared before the balance sheet date. A dividend
proposed or declared after the balance sheet date, but before the financial
statements are authorised for issue, is not recognised as a Hability at the balance
sheet date but as an appropriation from refained eamnings and treated as a
separate component of equity. Upon the approval of the proposed dividend, it will
be accounted for as a liabiiity.
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SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(m)

(n)

Taxation

Taxation for the period comprises current and deferred tax.

Current tax is the expected amount of income taxes payable in respect of the
taxable profit for the period and is measured using the tax rates that have been
enacted or substantially enacted at the balance sheet date.

Deferred tax liahilities are recognised for all taxable temporary differences other
than those that arse from goodwill or negative goodwill or from the initial
recognition of an asset or liability in a transaction which is not a business
combination and at the time of the transaction, affects neither accounting profit
nor taxable profit.

Deferred tax assets are recognised for all deductible temporary differences,
unused tax losses and unused tax credits to the extent that it is probable that
taxable profit will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can be utilised.

Deferred tax assefs and liabilities are measured at the tax rates that are
expected to apply in the period when the asset is realised or the liability is
settled, based on the tax rates that have been enacted or substantially enacted
at the balance sheet date.

Deferred tax is recognised in the income statement, except when it arises from a
transaction which is recognised directly in equity, in which case the deferred tax
is also charged or credited directly to equity, or when it arises from a business
combination that is an acquisition, in which case the deferred tax is included in
the resulting goodwill or negative goodwill. The carrying amounts of deferred tax
assets are reviewed at each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profits wilt be available to allow all or
part of the deferred tax assets to be utilised.

Employee Benefits

(i) Short-Term Benefits

Wages, salaries, paid annual leave, bonuses and non-monetary benefits
are accrued in the period in which the associated services are rendered by
employees of the Group and of the Company.

{if} Defined Contribution Plans
The Group’s and the Company’s contributions to defined contribution plans
are charged to the income statement in the period to which they relate.

Once the contributions have been paid, the Group and the Company have
no further liabilities in respect of the defined contribution plans.
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SIGNIFICANT ACCOUNTING POLECIES (CONT'D)

{0}

{+)

(a)

Cash and Cash Equivalents
Cash and cash equivalents comprise cash in hand, bank balances, demand
deposits, deposits pledged with financial institutions, bank overdrafts and short

term, highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value.

Foreign Currencies

Transactions in foreign currencies are converted into Ringgit Malaysia at the
approximate rates of exchange nuling at the transaction dates. Monetary assets
and liabiities in foreign cumencies at the balance sheet date are translated at the

rates ruling as of that date. All exchange differences are taken to the income
statement.

Revenue Recognition
(i) Sale of Goods

Revenue is recognised upon delivery of goods and customers’ acceptance
and where applicable, net of retums and trade discounts.

(ii) interest Income
Interest income is recognised on an accrual basis.
(ili)y  Dividend Income

Dividend income from investments is recognised when the right to receive
payment is established.

CONSISTENCY OF APPLICATION OF ACCOUNTING POLICIES

There were no changes in the significant accounting policies adopted by the Group
during the Relevant Financial Period except for the change in the accounting policy
adopted by the Group with respect to deferred tax in compliance with MASB 25 -
Income Taxes which became effective from 1 July 2002. However, the change in this
accounting policy has no significant effect on the financial statements of the Group for
the Relevant Financial Period.
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6. AUDITORS AND AUDIT REPORTS

6.1 AUDITORS

We have acted as auditors for HeveaBoard and HPSB since the financial year ended
31 December 2002. Prior to the financial year ended 31 December 2002, the financial
statements were audited by another firm of accountants. The financial statements of
HMSB, BWSB and HOSB for the Relevant Financial Period were audited by another
firm of accountants.

6.2 AUDIT REPORTS

The audited financial statements for HeveaBoard, HPSB, HMSB, BWSB and HOSB for
the Relevant Financial Period were reported upon without any qualification.
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7. SUMMARISED INCOME STATEMENTS
71 PROFORMA CONSOLIDATED INCOME STATEMENTS OF HEVEABOARD GROUP

The summarised proforma consolidated income statements of HeveaBoard Group for
the Relevant Financial Period have been prepared on the assumption that HeveaBoard
Group had been in existence throughout the Relevant Financial Period. The proforma
consolidated income statements are prepared for illustrative purposes only and should
be read in conjunction with the notes hereto:-

Turnover
Cost of salag

Gross profit
Other operating income

Administrative expenses
Selling and distribution expenses
Finance costs

Profit before taxation (“PBT™)
Depreciation
Goodwili amortisation
Interest expense
Interest income
Eamings before interest,
depreciation, tax and amortisation
{“EBIOTA™)
Less : Depreciation
Goodwill amartisation
Interest expense
Add : Interest income

PBT
Taxation

Profit afier taxation {"PAT"}

Weighted average number of
ordinary shares of RM1 each in
issue ("000}

Gross eamings per share ("EPS")
(sen)

Net EPS (sen}

Financial

Pearlod

from

4~ Financial Year Ended 31 Dacember (Fy") — > 112004
1998 2000 2001 2002 2003 30.6.2004
RM'00D RM'GO0 RM'000 RM'000 RM'000 RM'000
50,221 53,114 51,660 79,762 106,334 70,240
(37.,083)  (34,899)  (35305)  (54.667)  (77.779) {56,280)
13,138 18,212 16,355 25,095 28,555 13,960
640 434 859 1,038 527 1,050
13,778 18,646 17,214 26,131 29,082 15,010
{2,148) {2,485) {4,354) {6,515) (8,153) {4,528}
(282) (363) {343} (991) (920) {492)
(4,422) (3,883) (3,387) (2.817) {2,421) (975)
6,926 11,915 9,130 15,808 17,588 9,015
4018 3660 4837 5,236 5,754 3.273
453 483 483 501 501 284
4,364 3.809 3,322 2653 2,006 761
{472) {323) (333) (359} @ 3)
15,319 19,544 17,238 23,839 25,930 13,330
{4,018) (3,660) (4,637) {5,236} {5.754) (3,273)
(483) {483) {483) {501} {(501) (284)
(4,364} (3,809) (3.322) (2,653) {2,096) (761}
472 323 333 359 9 3
6,926 11,915 9,130 15,508 17,588 8,015
(1,868) (4,001) {3,283) (3,143) (3,069) (1,709}
5,058 7.914 5847 12,665 4,519 7,306
*56,000 *50,405 *61,000 61,000 61,011 54,960
12.4 19.7 15.0 25.0 28.8 713.9
9.0 13.1 9.6 20.8 23.8 *11.2
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7. SUMMARISED INCOME STATEMENTS (CONT’D)

741 PROFORMA CONSOLIDATED INCOME STATEMENTS OF HEVEABOARD GROUP {CONT’D)

Notes:-

* - Assumed number of ordinary shares in issus, based on the existing paid-up capifal before the
Public Issus.

¥ . Assumed weighted average number of ordinary shares in Issue, after faking into account the
Bonus Issus.

A

- The Gross EPS and Nef EPS were compuled by dividing the PBT and PAT respactively for the 8-
month period ended 30 June 2004 by the weighted average number of ordinary shares in issue
during the pericd. The Gross EPS and Nef EPS computed were not annualised.

Notes to the proforma consolidated income statements of HeveaBoard Group:-

(a) The proforma consolidated income statements are presented for illustrative
purposes only and are prepared based on the audited financial statements of the
Company, HPSB, HMSB, BWSB and HOSB for the Relevant Financial Period.
The proforma consolidated income statemenits are prepared on the basis that
the acquisifion of the entire issued and paid-up share capital of HPSB, HMSB,
BWSB and HOSB had been in effect throughout the Relevant Financial Period.

(b) The proforma consolidated income statements for the Relevant Financial Period
have been prepared based on accounting policies consistent with those
previously adopted in the preparation of the audited financial statements of the
HeveaBoard Group.

(c} The results of BWSB for the financial period ended 31 December 2001 have
been time apportioned to be co-terminous with that of the Group.

(d) The difference between the effective tax rate and the statufory tax rate is
explained in the notes fo the financial statements for each individual company.

(e} There were no extraordinary or exceptional items during the Relevant Financial
Period under review.

(f The proforma gross and net EPS for the financial years ended 2001 to 2003 and
financial period ended 30 June 2004 are computed by dividing the PBT and PAT
by the assumed weighted average number of ordinary shares in Issue
respectively, based on the existing issued and paid-up share capital of
HeveaBoard before the Public Issue.

(g) The proforma gross and net EPS for the financial years ended 1999 to 2000 is
computed by dividing the PBT and PAT by the assumed weighted average
number of ordinary shares in issue respectively, after taking into account the

Bonus Issue.

(h) All significant intra-group transactions are eliminated on consolidation and the
consolidated resufts reflect external transactions only.
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INCOME STATEMENTS OF HEVEABOARD

The summarised income statements of HeveaBoard based on its audited financial
statements for the Relevant Financial Period are set out below:-

Tumover
Cost of sales

Gross profit
Other operating income

Administrative
expenses

Selling and distribution
expenses

Finance costs

PBT
Depreciation
Interest expense
Interest income

EBIDTA

Less : Depreciation
Interest expense
Add : Interest income

PBT
Taxation

PAT

Weighted average
number of ordinary
shares of RM1 each in
issue {'000)

Gross EPS {sen}
Net EPS (sen)

Note:-

Financial
Period
from
+4+—— Financial Year Ended 31 December ("FY") —————» 1.1.2004
to

1999 2000 2001 2002 2003 30.6.2004

RM'0G0 RM"000 RM'000 RM"000 RM'000 RM000
43,932 51,109 44,584 50,850 54,444 29,256
{28,659) (32,742) (30,768) (32,583) (38,937) (22,225)
15,273 18,367 13,816 18,267 168,507 7,031
640 434 840 4,734 354 2,020
15,913 18,801 14,656 22,998 15,861 9,051
{2,106} {2,878} (2,606) {3,362) {3,031} {1,863}
{282) (362) (306) (377) (412) (205)
(4.419) {3.880) {3,355) {2,645) (2,132) {(717)
9,106 11,681 8,389 16,614 10,288 6,266
3,606 3,660 3773 3,900 3,959 2,112
4,364 3,805 3,300 2,585 1,881 663
472) (323) (332) (321) 2 (3
16,604 18,823 15,130 22,778 16,224 9,038
(3,606) (3,660) {3,773) (3,900) {3,959) (2,112)
(4,364) (3.808) {3,300) (2,585) {1,981} {663)
472 323 332 321 2 3
9,106 11,681 8,389 16,614 10,286 8,266
(1,868) {3.773) {3,183} (3,956} {(2,078) (1,127)
7,238 7,908 5,226 12,658 8,208 5,139

56,000

*60,405

*61,000

*51,000

*61,000

64,960

16.3

19,3

13.8

27.2

16.9

9.6

12.9

13.1

8.6

20.8

13.5

A7.9

After adjustment for bonus issue.

A - The Gross EPS and Net EPS were computed by dividing the PBT and PAT respectively for the 6-
month period ended 30 June 2004 by the weighted average number of ordinary shares in issue
dwring the period, The Gross EPS and Net EPS computed were nof annualised,
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7.2 INCOME STATEMENTS OF HEVEABOARD (CONT'D)

Notes to the income statements of HeveaBoard:-

(a)

(b)

(c)

(d)

(e)

H

(g)

HeveaBoard commenced its business operations on 1 August 1996 and is
principally engaged in the business of manufacturing and frading of
particleboards and wood related products.

Turnover for FY1999 and FY2000 increased by 13.6% and 16.3% respectively,
mainly due fo the increase in demand, higher average selling prices of
particleboards and the commencement of the commercial production of E1
particleboards in FY1999. Gross profit margins improved by 3.3% and 1.1% in
FY1999 and FY2000 respectively, due to lower average prices of rubberwood
and improved productivity. Despife the increase in operating overheads, the
higher gross profit was more than sufficient to absorb this increase, resulfing in
an increase in PBT by 87.6% and 28.3% in FY1999 and FY2000 respectively.

Tumover for FY2001 decreased by 12.8% mainly due to weak demand arising
from the downturn in the global economy. in addition, average selling prices of
particleboards decreased by 3.3% in FY2001 compared fo FY2000. Coupled
with the increase in the average glue (a major component of materials used for
production) prices and lower production voiume, the gross profit margin
decreased by 4.9% in FY2001. Correspondingly, PBT decreased by 28.2%.

Tumover for FY2002 and FY2003 increased by 14.1% and 7.1% respectively,
mainly due to the increase in demand, higher average selling prices of
particleboards and commencement of the commercial production of Super EQ in
FY2003. Gross profit margin improved by 4.9% in FY2002 mainly due to the
reduction in the average giue prices coupled with beffer average selling prices.
Higher productivity further helped to improve PBT. However for FY2003, despite
the increase in turnover, the gross profit margin decreased by 7.4% compared to
FY2002 mainly due to the increase in average rubberwood and glue prices. In
FY2002, PBT improved as a result of higher productivity. However in FY2003,
PBT decreased corraspondingly as a result of the drop in gross profit margin.

Turnover for the financial period ended 30 June 2004 (“FP20047) increased
slightly by 7.0% on an annualised basis compared fo FY2003. This was mainly
due fo the increase in the average selling prices of particleboards by 7.4%.
However, the increase in the average rubberwood and glue prices by 18% and
3%, respectively had resulted in the decrease in the gross profit margin by 4.5%,
PBT improved by 21.8% on an annualised basis despite the decrease in gross
profit. This was mainly due to the dividend received of RM1 million from HMSB,
its subsidiary, and the waiver of RM1 million obfained on the prepayment of a
term loan.

HeveaBoard was granted pioneer stafus tax incentive with 70% of its statutory
income from pioneer activities being exempted from tax during the pioneer
period from 1 August 1996 {o 31 July 2001.

The taxation for FY 1999 was due deferred faxation.
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INCOME STATEMENTS OF HEVEABOARD {CONT’D)

(h)

Y

Y

(k}

In FY2000 and FY2001, the effective tax rates of 32.3% and 37.7% were higher
than the statutory tax rate of 28% due fo an overprovision for taxation in respect
of the FY2000 and FY2001. This overprovision was reversed in the FY2002.

The effective tax rates for FY2002, FY2003 and FP2004 were lower than the
statufory tax rate of 28% mainly due fo the adjustment made for the reversal of
the overprovision of income tax and deferred fax in respect of previous financial
years. Discounting the effeci of the reversal of overprovision of tax, the effective
tax rates were higher than the statutory tax rate mainly due to certain expenses
heing disaliowed for taxation purposes.

There were no exceptional and extraordinaty ilems during the Relevant Financial
Period under review.

The gross and net EPS are computed by dividing the PBT and PAT by the
weighted average number of ordinary shares in issue respectively, for the
Relevant Financial Period under review.
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7.3 INCOME

STATEMENTS OF HPSB

The summarised income statements of HPSB based on its audited financial statements
for the Relevant Financial Period is set out below:-

Financial
Period
from
+—— Financial Year Ended 31 December (“FY"}———» 1.1.2004
to
1999 2000 200 2002 2003 30.6.2004
RM'000 RM'000 RM’000 RM'000Q RM'0D0 RM'000
Turnover 5,145 7.254 8,144 34,032 57,763 42,958
Cost of sales {7.085) (6,975) {6,933) (31,568} (49,695) {38,543}
Gross (foss Yprofit (1,950) 279 1,211 3,364 8,068 4,415
Other operating income - - 194 1,117 1,211 685
(1,950) 279 1,405 4,481 8,279 5,100
Administrative expenses (57) {111} (678) {1,323) {1,572) {1,133)
Selling and distribution expenses - # {36) {78) (99} (103)
Finance costs # @ 32} (173) (287) {257}
{Loss)yProfit before taxation
(“LBT"YPBT (2,007) 165 659 2,907 7.321 3,607
Depreciation 412 517 864 1,332 1,758 1,142
Interest expense - 3 21 67 113 97
interest income - - - - {7) {1)
Loss before interest, depreciation,
tax and amortsation
{"LBIDTA"YEBIDTA (1,595) 685 1,544 4,308 9,185 4,845
Less: Depreciation 412) (517) (864) {1,332) {1,758) {1,142)
Interest expense - {3) {21) (67) {113) (97)
Interest income - - - - 7 1
{LBTVPBT {2.007) 165 659 2,907 7,321 3,607
Taxation - - - {12) (707} {756)
Loss after taxation ("LAT"YPAT 2,007 165 659 2,895 6,614 2,851
Weighted average number of
ordinary shares of RM1 each
in issue *44 *305 *3,589 *6,600 *8,988 9,900
Gross foss per share ("LPS"YEPS
{(RM} 45.61 0.54 0.18 0.44 0.81 .36
Net (LPSYEPS (RM) 45.61 0.54 0.18 0.44 0.74 A0.29
Notes:-

-

L4

AL

lohor Bahru *

After adjustment for bonus issue

Other income comprised inferest, rental and sundry income.

Negligible, less than RM1,000.

The Gross EPS and Net EPS were computed by dividing the PBT and PAT respectively for the 6-
month period ended 30 June 2004 by the weighted average number of ordinary shares in issue
during the pericd. The Gross EPS and Net EPS computed were not annualised.
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7.3  INCOME STATEMENTS OF HPSB (CONT’D)

Notes to the income statements of HPSB:-

(a)

(b)

(c)

{d)

(e}

it

(g)

(h)

1)

HPSB commenced its business operations on 19 November 1987 and is
principally engaged in business as a logging contractor. From FY1999 fo
FY2000, HPSB was principally engaged in the trading of particleboards and
other wood products. From October 2000 onwards, HPSB changed its business
activities to that of manufacturing and trading of ready-to-assemble (“RTA*)
furniture.

Turnover for FY1999 increased by 16.6% mainly due to higher sales volume.
Gross loss margin increased by 75.5% in FY1999 due to the difficult trading
conditions coupled with price pressure on the sub-grade producis.

Turnover in FY2000 increased by 41.0% mainly due to increase in sales volume
of particleboards. Gross profit margin of 3.8% was recorded in FY2000 due fo
improved trading conditions. As a result, HPSB recorded a profit of RM165,000.

in FY2001, HPSB ceased fo frade in particleboards. HPSB commenced the new
activities of manufacturing of RTA products and the provision of lamination
services. FY2000 and FY2001 are not directly comparable, due fo the different
business activities for the two financial years.

Turnover in FY2002 and FY2003 improved significantly by 329.0% and 65.4%
respectively, mainly due fo the success in the manufacturing and trading of the
RTA products. Gross profit margin improved in the FY2003 due to economies of
scale being achieved. As a result, PBT increased substantiaily.

Turnover for the financial period ended 30 June 2004 (“FP2004") increased by
48.7% on an annualised basis compared fo FY2003. This was mainly due to the
increase in demand of RTA products. PBT decreased slightly by 1.5% on an
annualised basis mainly due to the lower gross profit margin.

HPSB was granted the pioneer status tax incentive with 70% of its statutory
income from the pioneer activities being exempted from tax during the pioneer
period from 2 January 2002 to 1 January 2007,

There was no tax charge for FY1999 due to the losses incurred. In FY2000 and
FY2001, there was no tax charge due o the utlilisation of capital allowances and
unabsorbed business losses brought forward from previous financial years. In
FY2002, the effective tax rate of 0.4% was lower than the statutory rate due io
the utlilisation of capital allowances and unabsorbed business losses brought
forward from previous financial years. In FY2003 and FP2004, the effective fax
rates of 9.7% and 21.0% were lower than the stafutory rate, due to the Pioneer
Status.

There were no exceptional and extraordinary items during the Relevant Financial
Period under review.

The gross and net EPS are compuled by dividing the PBT and PAT by the
weighted average number of ordinary shares in issue respectively, for the
Relevant Financial Period under review.
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74 INCOME STATEMENTS OF HMSB

The summarised income statements of HMSB based on its audited financial statements
for the Relevant Financial Period are set out below:-

Turnover
Cost of sales

Gross profit

Other operating income

Administrative and other
opérating expenses

Finance costs

PBT
Depreciation
interest expense

EBIDTA

Less: Depreciation
Interest expense

PBT
Taxation

PAT

Number of ordinary shares of
RM1 each in issue (RM'000)

Gross EPS (RM}
Net EPS (RM}

Nofes:-

Financial
Period
from
+— Financial Year Ended 31 December (“FY”)—»  1.1.2004
to
1999 2000 2004 2002 2003 30.6.2004
RM’000 RM000 RM’Q00 RM’000 RM'000 RM’000
6,216 8,201 4,432 7.536 10,228 4,575
{5,582) {8,362} {4,169) {6,897) {9,472) {4,070)
634 839 263 639 756 506
- - 17 23 94 21
633 839 280 662 850 526
{10} (39 (1 %) {285) (98) {128)
4) (2 (1) 2) (N
620 804 268 are 750 397
. - - 3 34 17
- - - 2 1
820 804 268 3ro 786 415
- - - 3) (34) {17)
- - - - 2) )]
620 804 268 76 750 397
- (225) 81) (165) 211 79)
620 579 187 211 539 318

250 250 250 250 250 250

248 3.22 1.07 1.50 3.00 #1.50

248 232 0.75 0.84 218 ~.27

- Negligible, less than RM1,000.
& . The Gross EPS and Net EPS were computed by dividing the PBT and PAT respectively for the 8-
month period ended 30 June 2004 by the weighted average number of ordinary shares in issue
during the period. The Gross EPS and Netl EPS computed were not annualised,
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(a)

{b)

{c)

(d)

(e)

(f

(9)

)

Horwath

INCOME STATEMENTS OF HMSB (CONT’D)
Notes fo the income stfatements of HMSB:-

HMSB recommenced its business operations on 28 September 1998 and is principally
engaged in the trading of plain and faminated particleboards and other panel wood
products.

Turnover in FY2000 increased by approximately 48% mainly due to HMSB'’s successiul
venture into the export market and the increase in domestic sales. Gross profit margin
decreased marginally in FY2000 due fo the increase in freight and handling charges and
the increase in average costs of plainboard and other panel wood products respectively.
However PBT improved substantially on the back of the significantly higher turnover.

Turnover in FY2001 fell by 51.8% as a result of the downturn in the focal economy and
the drop in selling prices of plainboard and other panel wood products. As a result,
gross profit margin and PBT decreased by 3.2% and 66.7% respectively.

Tumover in FY2002 and FY2003 increased by approximately 70% and 40.6%
respectively, due to the increase in demand and higher average selling prices of
plainboard and other panel wood products. Gross profit margin remained fairly constant
and PBT improved by 89.5% mainly due to the higher turnover.

Turnover for the financial period 30 June 2004 (“FP2004”) decreased by 10.5% on an
annualised basis mainly due io the decrease in export of other panel and wood
products. However, gross profit margin and PBT improved by 3.7% and 59%
respectively, on an annualised basis.

No provision for taxation was made for the profit in FY1999 as the amount of tax
payable was waived, in accordance with the provisions of the Income Tax (Amendment)
Act, 1999. In FY2000, the effective tax rate approximated the statutory tax rate of 28%.
The effective tax rafes of 30.2%, 43.9% and 28.1% recorded in FY2001, FY2002 and
FY2003 respectively, were higher than the statulory tax rate of 28% due to certain
expenses being disalfowed for taxation purposes. The effective tax rate in FP2004
approximates the statutory tax rates of between 20% {o 28%.

There were no exceptional and extraordinary items during the Refevant Financial Period
under review.

The gross and net EPS are computed by dividing the PBT and PAT by the number of
ordinary shares in issue respectively, for the Relevant Financial Period under review.
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7.5 INCOME STATEMENTS OF BWSB

The summarised income statements of BWSB based on its audited financial staterments
for the Relevant Financial Period is set out below:-

Turnover
Cost of sales

Gross profit
Other operating income

Administrative and other operating expenses
Finance costs

PBET
Depreciation
Interest expense
EBIDTA

Less: Depreciation
Interest expense

PBT
Taxation

PAT

Weighted average number of ordinary shares
of RM1 each in issus

Gross EPS (RM)

Financial
Period
Period from From
21 July 2000 to Financial Year Ended 31 1.1.2004
31 December 2001 December (“FY”) to
(“FP™) 2002 2003 30.6.2004
RM’000 RM'000 RM’000 RM’000
5,129 12,165 17,483 9,545
(4,250} (10,147) {14,135} (7,947}
880 2,018 3,328 1,598
- # 5 1
880 2,018 3,333 1,599
(719) (1,754) (3,039) (1,517
(1 (1) (1) (2)
160 263 293 80
# 3 3 2
# # # #
160 266 296 82
# 3 (3) (2
# # # #
160 283 293 80
{43) {74) {74} {27)
"7 182 219 53

AN

*459 B0C 600

79,797 0.57 0.45 A0.13

0.41 0.37 A0.09

Net EPS (RM)} 58,297

Notes:-

AL Issued and fully paid-up share capital of RM2 comprising 2 ordinary shares of RM1.00 each.
Y - Weighted average number of ordinary shares in issue.

# - Negfigible, less than RM1,000.

A

- The Gross EPS and Net EPS were computed by dividing the PBT and PAT respectively for the 6-

month period endad 30 June 2004 by the weighted average number of ordinary shares in issue
during the period. The Gross EPS and Net EPS computsd were not annualised.
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7.5  INCOME STATEMENTS OF BWSB (CONT'D)

Notes fo the income statements of BWSB:-

(a)

(b)
{c)

(d)

(e)

b

()

BWSB commenced its business operations on 1 December 2000 and is
principally engaged in the business of distribution, trading and marketing of
ready- to-assemble (“RTA”) furniture.

BWSB recorded a gross profit margin of 17.1% in FP2001.

Turnover in FY2002 and FY2003 increased by 143% and 43.6% respectively,
mainly due to the increase in sales volume. Gross profit margin decreased by
0.5% in FY2002 due fo sales rebates given 1o major superstore customers.
However in FY2003, gross profit margin improved marginally by 2.5% mainly
due to better margin from new models. Higher PBT in FY2002 and FY2003 were
due fo the higher turnover.

Turnover for the financial period 30 June 2004 (“FP2004”) increased by 9.3% on
an annualised basis mainly due to aggressive marketing activities. However, with
higher average purchase cost of 15.9%, gross profit margin decreased by 2.3%.
The lower gross profit margin resulted in a decrease in PBT by 45.4%.

“in FP2001 and FY2002, the effective tax rafes were 26.9% and 28.1%

respectively. Effective tax rate of FP2001 was lower than the statutory tax rate of
28% mainly due to the ulilisation of capital allowances. In FY2003, the effective
tax rate of 25,3% was within the range of the statutory tax rates of 20% and
28%. In FP2004, the effective tax rate of 33.8% was higher than the statutory fax
rate due to ceriain expenses being disallowed for taxation purposes.

There were no exceptional and extraordinary items during the Relevant Financial
Period under review,

The gross and nef EPS are computed by dividing the PBT and PAT by the

weighted average number of ordinary shares in issue respectively, for the
Relevant Financial Period under review.
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INCOME STATEMENTS OF HOSB

The summarised income statements of HOSB based on its audited financial statements
for the Relevant Financial Period are set out below:-

Financtal

Period

from
4+—— Financial Year Ended 31 Decembeor (“FY”) ———»  1.1.2004
to

1999 2000 2001 2002 2003 30.6.2004

RM'000 RM'000 RM'000 RM000 RM"000 RM’000
Turnover - - - - - -
Cost of sales - - - - - -
Gross profit - - - - - -
Other operating income - - 1 - - -

- . 1 - - -

Administrative and other

operating expenses - - 27} (3) {1,313} {2)
Finance costs - - - - - -
LBT - - (26) (3) (1.313) (2)
Depreciation - - - - - -
Interest expense - - - - - -
LBIDTA - - (26} (3} (1,313) (2}

Less: Depreciation - - . - - .
Interest expense - - - - - -

LBT - - (26} (3) {1,313) 2)
Taxation - - ¥ - - -
LAT - - (26) 3 (1.313) 2)

Weighted average number of
ordinary shares of RM1 each

in issue A *1,160 7,500 7,900 7,900 7,500
L ...

Gross LPS (RM) N/& N/A hid - {0.18) -
Net LPS {RM) N/A N/A ** * 0.18 **
& - Issued and fully paid-up share capital of RM2 comprising 2 ordinary shares of RM1.00 each.
o Weighted average number of ordinary shares in issue.
koL Negligible, less than RMT,000.
* . Negligible, less than one cent per share.

N/A - Not Applicable

Horwath Offices in Malaysia:

lohor Bahru = Klang + Kota Kinabalu + Kuala Lumpur * Kuching * Labuan + Melaka * Penang * Prai * Sungai Petani

159



Company No. 275512-A

11.

ACCOUNTANTS’ REPORT

Horwath

7.6  INCOME STATEMENTS OF HOSB (CONT'D})

Notes fo the income statements of HOSE:-

(a)

(6)

fc}

(d)

(e}

HOSB was dormant for the financial years under review. The intended principal
activities of HOSB are the manufacturing and ftrading of laminated oriented
strand board, particleboards and other wood panel products.

All the expenses of HOSB for the FY1998 to FY2000 were capitalised as pre-
operating expenses.

The losses incurred by HOSB for the FY2001 and FY2002 were mainly due to
preliminary expenses, pre-operating expenses and professional fees.

in FY2003, the losses incurred were mainly due fo the loss on the disposal of
two (2) pieces of leasehold land and impairment loss on the freehold land.

In FP2004, the losses incurred were mainly due fo operating expendifure
incurred.
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8. SUMMARISED BALANCE SHEETS

8.1 HeveaBoard

The summarised balance sheets of HeveaBoard based on its audited financial
statements as at the end of the Relevant Financial Period are as follows:-

- At 31 December > At 30 June
1999 2000 2001 2002 2003 2004
RM’000 RM'000 RM*000 RM’000 RM'G00 RM'000

Property, plant and equipment 66,486 64,494 62,144 58,915 60,377 59,174

Investment in subsidiaries 7.200 10,500 13,500 14,700 21,060 30,960
Other investmenit 15 15 95 95 85 95
73,701 75,009 75,739 73,710 81,532 50,229
Current assets 27,698 33,430 35,280 42,505 27,274 20,393
Current liabifities (30,864) {30,045) {32,385) (31,073 (23,288) (29,862)
Net current (liabilitiesyassets (3,166) 3,385 2,895 11,432 3,986 (9,469)

70,535 78,394 78,634 85,142 85,518 80,760
—— e — —— —— P— ———

Financed by:-

Share capital 30,000 50,833 50,833 50,833 64,960 64,960
Share premium - 500 500 500 - -
Retained profits 13,144 720 3,017 5178 913 3.947
Dividend proposed - - - 7.320 2,806 -
Shareholders’ equity 43,144 52,053 54,350 63,831 68,679 68,907
Long term #abilities 27,391 26,341 24,284 21,311 16,839 11,853

70,535 78,354 78,634 85,142 85,518 80,760
——— ———— ——— ——— ———— ———

Net tangible assets (“NTA”")
per share {(RM} 1.44 1.02 1.07 1.26 1.06 1.08
P I
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8.2 HPSB

The summarised balance sheets of HPSB based on its audited financial statements as
at the end of the Relevant Financial Period are as follows:

+— At 31 December > At 30 June
1999 2000 2001 2002 2003 2004
RM’000 RM'000 RM'000 RM'000 RM'000 RM’000

Property, ptant and equipment 3,204 4,612 8,313 13,654 17,677 26,294
Development expenditure - 381 304 228 152 114
Intangible assets 2 - - - - .

3,296 4,903 8,617 13,882 17,829 26,408
Current assets 3,798 2,580 5.960J 12,522 20,050 25,136
Current liabilities (12,384) {9,738) {12,484) (21,169 {21,661} {26,154)
Net (current liabilities)/assets {8,586) {7,158} (6,524} (8.647) {1,611) 2,882

{5,290) (2.1 65! 2,093 5,235 16,218 29,390
Financed by;-
Share capital 40 3,000 6,000 6,000 9,800 19,800
{Accumulated losses)

/Retained profit (5,330} (5,165} {4,505) {1,611} 4,104 6,955
Shareholders’ equity {5,290} (2,165) 1,495 4,389 14,004 26,755
Long term liabilities - - 598 846 2,214 2,635

55.290! !2,1 65! 2,093 5,235 16,218 29,390
Net tangible liabilities
0.25 0.73 1.41 1.35

{"NTL"YNTA per share {RM) {132.3) (0.72)
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8.3 HMSB

The summarised balance sheets of HMSB based on its audited financial statements as
at the end of the Relevant Financial Period are as follows:-

Plant and equipment

Current assets

Current liabilities

Net current assets

Financed by:-

Share capital
Retained profits
Shareholders’ equity

Long term liabilities

NTA per share {(RM)

lehor Bahru = Klang *

At 31 December

» At 30 June

1999 2000 2001* 2002 2003 2004
RM'000  RM'0C0  RM'000  RM'000  RM000  RM'000
- . 166 132 115
3,325 3,056 3,061 746 935 465
(1,145) (297) (115) 491) {108) (22)
2,180 2759 2,946 255 829 443
2,180 2,759 2,946 421 961 558
S ———
250 250 250 250 250 250
1,930 2,509 2,696 171 71 308
2,180 2,759 2,046 421 961 558
2,180 2,759 2,946 421 961 558
A — ——  S—e— " —
8.72 11.04 11.78 1,68 3.84 2.23
—————

Kota Kinabalu + Kuala Lumpur *
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8.4 BWSB

The summarised balance sheets of BWSB based on its audited financial statements as

at the end of the Relevant Financial Period are as follows:

‘- At 31 Decembar " At 30 June
2001 2002 2003 2004
RM000 RM’C00 RM'000 RM’000
Plant and equipment 25 24 32 32
Current assets 2,228 3,578 5,223 5415
Curmrent liabilities {1,537} (2,696 {4,130) {4,269)
Net current assets 681 B82 1,093 1,146
716 906 1,125 1,178
Financed by:-
Share capital * 600 600 600
Share application monies 860G - - -
Retained profit 116 306 525 578
Shareholders’ equity 716 906 1,125 1,178
NTA per share (RM) 358,296.50 1.51 1.88 1.96
* . RM2

Horwath Offices in Malaysia:

lehor Bahru = Klang + Kota Kinabalu + Kuala Lumpur *

164

Kuching * Labuan + Melaka -

Penang * Prai * Sungai Petani



Company No. 275512-A

11.

ACCOUNTANTS’ REPORT

Horwath

85 HOSB

The summarised balance sheets of HOSB based on its audited financial statemenis as
at the end of the Relevant Financial Period are as follows:-

-l

At 31 December

« > At 30 June
1999 2000 2001 2002 2003 2004
RM’000 RM'000 RM'000 RM'000 RM"000 RM'000
Land and improvement 6,026 6,281 6,515 6,586 1,391 1,400
Plant and equiprent - 2,063 4,781 4,781 4,769 4,796
Intangible assets 12 16 - - - -
Deferred expenditure 291 - - - - -
6,329 8,360 11,296 11,367 6,160 6,196
Current assats # 74 70 158 21 #
Current liabilities (329) (934) {3,892} (4,055) {23) 41}
Net current liabilities (329) (860) (3,822) (3,897) (2) (41)
6,000 7,500 7,474 7,470 8,158 6,155
E—__ ____ __] I — ' — d———
Financed by:-
Share capital A 7,500 7.500 7.500 7,500 7,500
Share application monies 6,000 - - -
Accumuiated loss - - {26) {30) {1,342) {1,345)
Shareholders’ equity 6,000 7,500 7,474 7470 6,158 6,155
Long term liabilities - - - - -
6,000 7,500 7,474 7,470 6,158 6,155
— S — ———
NTA per share (RM) 2,994 0.82 0.82
e e e — S ——
A - RM2
# - Negligible, less than RM1,000.

lehor Bahru = Klang *
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9. DIVIDENDS FOR THE RELEVANT FINANCIAL PERIOD
HeveaBoard declared the following dividends during the Relevant Financial Period:-
Name Financial year Ordinary
Net dividend
RM
HeveaBoard  Financial year ended 31 Interim tax-exempt
December 2002 dividend of 6.25 sen per
ordinary share 3,177,063
Financial year ended 31 Special final dividend of
December 2002 20 sen per ordinary
share less 28% tax 7,319,952
Financtal year ended 31 Final dividend of 6 sen
December 2003 per ordinary share less
28% tax 2,806,272
Financial period ended 30 Interim dividend of 4.5
June 2004 sen per ordinary share
less 28% tax 2,104,704
HMSB Financial year ended 31 Interim dividend of 1520
December 2002 sen per ordinary share
less 28% tax 2,736,000
Financial period ended 3¢ Interim dividend of 400
June 2004 sen per ordinary share
less 28% tax 720,000
HOSB, HPSB and BWSB have not paid or declared any dividend during the Relevant
Financial Period.
On 15 September 2004, HeveaBoard declared a special dividend of 8 sen per ordinary
share less 28% tax amounting to RM3,741,696 to its existing shareholders.
10. PROFORMA STATEMENTS OF ASSETS AND LIABILITIES

The proforma statements of assets and liabilities of HeveaBoard Group as at 30 June
2004 are prepared based on the audited financial statements of HeveaBoard, HPSB,
HMSB, BWSB and HOSB as at 30 June 2004.

The Proforma Group's statement of assets and liabilities are provided for illustrative
purposes only to show the effects of the Public Issue as set-out in paragraph 2.2, the
utilisation of proceeds from the Public Issue and assuming the subsequent full exercise
of the warrants.

The Proforma Group's statement of assets and liabilities should be read in conjunction
with the accompanying notes thereon.
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10. PROFORMA STATEMENTS OF ASSETS AND LIABILITIES (CONT'D)

As at 30 June 2004

NON-CURRENT ASSETS
Property, plant and equipment

Other investment
Goodwill an consolidation

CURRENT ASSETS

inventories for resale

Trade receivables

Qther receivabies, deposits and
prepayments

Tax refundable

Cash and bank balances

Total current assets

CURRENT LIABILITIES

Trade payables

Other payables and accruals
Amount owing to related parties
Short term borrowings

Bank overdrafts

Provision for taxation

Total current liahilities

Net cuirent {liabilities)/assets

FINANCED BY:-
Share capital

Share premium
Retained profits
Shareholders’ equity

NON-CURRENT LIABILITIES

Hire purchase payables
Deferred taxation

Number of ordinary shares in
issue ('000) of RM1 each

NTA per share (RM)

lehor Bahru = Klang + Kota Kinabalu + Kuala Lumpur *

Notes

101
10.2
10.3

10.4
10.5

10.8

10.7
10.8
10.9

10.10
10.11
10,12

10.13
10.14

HeveaBoard Proforma | Proforma Il
Group Adjustment [ After After
(Audited) After Pre-  Adjustmenti Proformal
As At PO and Public and
30 June 2004 Dividend Issue Warrants
RM'000 RM'000 RM'000 RM’'000
92 444 92,444 109,524 109,524
95 95 g5 a5
3,128 3,128 3,128 3,128
95,667 95,667 112,747 112,747
21,347 21,347 21,347 21,347
16,638 16,638 16,638 16,638
4,793 4,793 4,793 4,793
61 61 61 61
728 728 10,728 90,728
43,567 43,567 53,567 133,567
13,846 13,846 13,846 13,846
15,314 19,056 19,056 19,056
1,589 1,589 1,569 1,589
7,881 7,881 7.881 7,881
8,060 8,060 8,060 8,060
1,983 1,983 1,983 1,983
48,673 52415 52,415 52,415
{5,1086) (8,848) 1,152 81,152
90,561 86,819 113,899 193,899
64,960 64,960 80,600 120,000
- - 12,040 52,040
11,112 7,370 7.370 7,370
76,072 72,330 99,410 179,410
1,960 1,960 1,960 1,960
12,528 12,529 12,529 12,529
90,561 86,819 113,899 153,899
- . _ ] L. .. ]
64,960 64,960 80,000 120,000
. Y ——————————
1.12 1.07 1.20 1.47
— EE——— PPN
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10. PROFORMA STATEMENTS OF ASSETS AND LIABILITIES (CONT'D)
Notes to the Proforma Statements of Assets and Liabilities:-

10.1 PROPERTY, PLANT AND EQUIPMENT

Accumulated Net
Cost Depreciation Book Value
RM'000 RM'000 RM*000
Freehold land 4,694 - 4,694
Short leasehold fand 88 - 88
Long leasehold land 7,753 (22) 7,731
Buildings 18,173 (1,832) 16,341
Plant, machinery and
equipment 90,259 (31,970) 58,289
Furniture and fittings 1,409 (392) 1,017
Motor vehicles 4,096 (1,367) 2,729
Capital work-in-progress 1,555 - 1,555
Audited as at 30 June 2004 128,027 {35,583} 92 444
Capital expenditure from the
Public Issue proceeds® 17,680 - 17,080
Per Proforma Group 145,107 (35,583) 109,524

The carrying value of plant and equipment acquired under hire purchase terms are as

follows:-

RM’000
Plant and equipment 4,345
Motor vehicles 2,472

@ The total machinery cost for the second manufacturing line is approximately RM181
million where HeveaBoard is required to pay a 15% downpayment of approximately
RM27.10 million. A 5% downpayment was paid on 6 October 2004. In respect of the
remaining 10%, HeveaBoard intends to utitise approximately RM17.08 million of the
listing proceeds for the settlement of the same.

10.2 OTHER INVESTMENT
RM’000

Quoted shares in Malaysia, at cost 80
Club membership, at cost 15

95

Shares quoted in Malaysia, at market value 68

S

Horwath Offices in Malaysia:
lohor Bahru = Klang + Kota Kinabalu + Kuala Lumpur * Kuching * Labuan + Melaka * Penang * Prai * Sungai Petani

168



Company No. 275512-A

11.

ACCOUNTANTS’ REPORT

10.
10.3

10.4
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PROFORMA STATEMENTS OF ASSETS AND LIABILITIES (CONT'D)

GOODWILL ON CONSOLIDATION
Negative goodwill

Goodwill arising on consolidation
At 30 June

Accumulated amortisation
At 1 January
Amortisation during the financial period

At 30 June

INVENTORIES FOR RESALE

At Cost:-

Raw materials

Spare parts and consumables
Work in progress

Finished goods

RM’000
(670)
5,855

5,185

(1,773}
(284)

{2,057)

3,128

RM'000

9,326
2,564
1,441
8,016

21,347

- — ]

There were no inventories stated at net realisable value at the balance sheet date.

TRADE RECEIVABLES

Gross trade receivables
Allowance for doubtful debts

Net trade receivables

RM’000

17,121
(483)

16,638

e S—

The Group’s normal credit terms of trade receivables range from 30 to 90 days.
Other credit terms are assessed and approved on a case-by-case basis.

The foreign currency exposure profile of trade receivables is as follows:-

United States Dollar
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10. PROFORMA STATEMENTS OF ASSETS AND LIABILITIES (CONT'D)

10.6 TRADE PAYABLES

The Group's normal credit terms of trade payables range from 30 to 90 days.

The foreign currency exposure profile of trade payabies is as follows:-

RM’000

United States Dollar 1,646

10.7 AMOUNT OWING TO RELATED PARTIES
Related parties refer to a substantial corporate shareholder of the Company, a
company in which a director has a financial interest and a company which has a
common director with the Company.
These amounts owing are unsecured, interest-free and not subject to fixed terms of
repayment.

10.8 SHORT TERM BORROWINGS

RM’000

Bankers’ acceptances 5,990
Hire purchase payables (Note 10.13) 1,891
7,881

The weighted average interest rate at the balance sheet date for bankers’
acceptances was 5.2% per annum,

The bankers’ acceptances are secured by way of.-

(i) fixed and floating charges over all the property, plant and equipment of the
Group and of the Company;

(i) fixed charges over certain properties of a substantial corporate shareholder;
and

(i}  acorporate guarantee from a substantial corporate shareholder.

10.9 BANK OVERDRAFTS

The bank overdrafts of the Group bore interest at 8.0% per annum and were
secured in the same manner as the bankers' acceptances as disclosed in Note
10.8.
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10.

10.10 SHARE CAPITAL

PROFORMA STATEMENTS OF ASSETS AND LIABILITIES (CONT'D)

Authorised:- RM’000
Ordinary shares of RM1 each 500,000
Issued and Fully Paid-up Share Capital:-
Ordinary shares of RM1 each
Number of Ordinary
Ordinary Shares
Shares RA'000
As at 30 June 2004 64,960 64,960
Public Issue 15,040 15,040
Per Proforma | 80,000 80,000
Exercise of Warrants 40,000 40,000
Per Proforma |l 120,000 120,000
T ——) e ——

10.11 SHARE PREMIUM
The estimated listing expenses of RM3 miillion have been debited against the share
premium account. The movements in the share premium account are as follows:-
RM'000
As at 30 June 2004 -
Premium arising from the Public Issue 15,040
Estimated listing expenses {3,000)
As per Proforma | 12,040
Exercise of Warrants 40,000
As per Proforma i 52,040
10.12 RETAINED PROFITS
RM’'000
As at 30 June 2004 11,112
Special dividend of 8 sen per ordinary share less 28% tax (3,742}
Per Proforma Group 7,370
A —
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10, PROFORMA STATEMENTS OF ASSETS AND LIABILITIES (CONT’D)

10.13 HIRE PURCHASE PAYABLES

RM’000
Future minimum hire purchase payments:
- not later than one year 2100
- later than one year and not later than five years 2,222
4,322
Future finance charges {471}
Present value of hire purchase payables 3,851
Current:
- not later than one year (Note 10.8) 1,891
Non-current:
- later than one year but not later
than five years 1,960
3,851

10.14 DEFERRED TAXATION

The deferred taxation relates to temporary differences between depreciation and
capital allowances on qualifying cost of property, plant and equipment.

The components of deferred tax asset and liability are as follow:-

RM’000
Deferred tax liability:-
Accelerated capital allowances 13,198
Deferred tax asset:-
Unutilised tax losses 669
12,529
10.15 CAPITAL COMMITMENTS
RM'000
Approved and contracted for 171,684
——
Approved but not contracted for 36,200
P —
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Consolidated Cash Flow Statement

The consolidated cash flow statement of HeveaBoard Group set out below is based on
the audited consolidated financial statements of HeveaBoard for the financial period

from 1 January 2004 to 30 June 2004.

Cash Flows From Operating Activities
Profit before taxation

Adjustments for:-

Allowance for doubtful debts

Amortisation of goodwilt on consolidation

Bad debts written off

Depreciation of property, plant and equipment

Bad debts recovered

Dividend income

Waiver of outstanding amount by a financial institution
Interest expense

Interest income

Operating profit before working capital changes
Increase in inventories

Increase in trade and other receivables
Increase in trade and other payables

Cash From Opgeraticns

Interest paid

Income tax paid

Net Cash From Operating Activitios

Cash Flows For Investing Activities
Dividend raceived

Interest received

Purchase of property, plant and equipment

Net Cash For Investing Activities

Cash Flows For Financing Activities
Dividend paid

Net repayment to related parties

Net drawdown of bankers' acceptances
Repayment of hire purchase obligations
Repayment of term loans

Net Cash For Financing Activities

Net Decrease In Cash And Cash Equivalents

Cash And Cash Equivalents At Beginning
Of The Financial Period

Gash And Cash Equivalents At End
Of The Financial Period

Horwath Offices in Malaysia:
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Notes RM'000

9,015

108
284
9
3,273
(1)
(2)
(1,000)
761

- &

12,444

(7,496}
{1,414)
5,201

8,735
(761)

(1,547)
6,427

2
3
11.1 5833

{5,828}

(456)
(3,199}
393
(934)
{7,000)

(11,196)
(10,597)

3,265

11.2 ({7.332
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11. CONSOLIDATED CASH FLOW STATEMENT (CONT’D)

111 PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

RM*000

Cost of property, plant and equipment purchased 10,708
Amount financed through hire purchase (949)
Amount included as other payables (3,926)

Cash disbursed for the purchase of plant, property and
equipment 5,833
11.2 ANALYSIS OF CASH AND CASH EQUIVALENTS
RM’000

Cash and bank balances 728
Bank overdrafts (8,060}
(7,332)

12. NET TANGIBLE ASSETS PER ORDINARY SHARE

The net tangible assets cover of HeveaBoard based on the Proforma Group’s
statements of assets and liabilities as at 30 June 2004 as set out in Paragraph 10 above
is illustrated below:-

RM’000

Shareholders’ equity before the Pre-IPO dividend, Public Issue
and exercise of Warrants 76,072
Less: Pre-IPO dividend (3,742)

Goodwill on consolidation (3,128)
Net tangible assets after the Pre-IPO dividend but before
Public lssue and the exercise of the Warrants (Adjustment I) 69,202
Increase in net fangible assets arising from the Public Issue 30,080
Less: Estimated listing expenses {3,000}
Net tangible assets after the Public Issue but before
the exercise of the Warrants (Proforma () 96,282
Increase in net tangible assets arising from the exercise of the
Warrants 80,000
Proforma Net Tangible Assets (Proforma Il) 176,282

Horwath Offices in Malaysia:
lohor Bahru = Klang + Kota Kinabalu + Kuala Lumpur * Kuching * Labuan + Melaka * Penang * Prai * Sungai Petani

174



Company No. 275512-A

11.

ACCOUNTANTS’ REPORT

12

13.

14,

Horwath

NET TANGIBLE ASSETS PER ORDINARY SHARE (CONT'D)
Number of ordinary shares of RM1.00 each in HeveaBoard that are in issue:-

Number of ordinary shares

000
Existing ordinary shares in issue 64,960
Additional shares to be issued pursuant to
the Public Issue 15,040
Enlarged share capital after the Public Issue
but before the exercise of Warrants (Proforma |) 80,000
Additional shares 10 be issued pursuant to
the exercise of the Warrants 40,000

Enlarged share capital after the Public Issue and
exercise of the Warrants (Proforma I{) 120,000

On the basis of the enlarged issued and paid-up share capital of 120,000,000 ordinary
shares of RM1.00 each in HeveaBoard, the Group’s net tangible assets backing per
ordinary share of HeveaBoard is as follows:-

RM
- Per Proforma |, before the exercise of warrants 1.20
- Per Proforma |, after the exercise of warrants 1.47

SUBSEQUENT EVENTS
There were no significant subsequent events between the date of the last financial

statements used in the preparation of this Report and the date of this Report which will
affect materially the content of this report. '

AUDITED FINANCIAL STATEMENTS

As of the date of this report, no audited financial statements have been prepared in
respect of any period subsequent to 30 June 2004 for the HeveaBoard Group.

Yours faithfully

et A

Horwath Onn Kien Hoe
Firm No ; AF 1018 Approval No : 1772/11/06 (J/PH)
Chartered Accountants Partner
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