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4.

RISK FACTORS

4.1.20

4.2

4.2.1

4.2.2

There can be no assurance that any changes to the political and economic conditions of Vietnam will
not materially and adversely affect our expansion plan into that country. In addition, no assurance can
be given that we will be successful in the foreign manufacturing operations.

Unfavourable Economic, Social and Political Conditions

Any adverse change in the political, economic and regulatory environment and uncertainties in
Malaysia and regions where we operate could have unfavourable effect on our financial and business
prospects. These include but not limited to the risk of war, terrorist attacks, riots, changes in political
leadership, global economic downturn and unfavourable changes in government policies such as
changes in the methods of taxation, interest rates, licensing or introduction of new regulations. Whilst
we would continue to take effective measures such as prudent financial management and continue
seeking new markets, there is no assurance that any change to these factors will not materially and
adversely affect our financial position or business in the future

RISKS RELATING TO THE INVESTMENT IN OUR SHARES
No Prior Market for Our Shares

Prior to our Listing, there was no public trading for our Shares. Accordingly, there can be no assurance
that an active market for our Shares will develop upon our Listing or, if developed, that such market
will be sustained. The IPO Price of RMO0.65 per Share was determined after taking into consideration a
number of factors including but not limited to our historical earnings, prospects and future plans, our
financial and operating history and the market value of our assets. There can be no assurance that the
IPO Price will correspond to the price at which our Shares will be traded on the Main Market of Bursa
Securities upon or subsequent to our Listing or that an active market for our Shares will develop and
continue upon or subsequent to our Listing.

The price at which our Shares will trade on the Main Market of Bursa Securities after the [IPO may be
influenced by a number of factors including, amongst others, the depth and liquidity of the market for
our Shares, investors’ individual perceptions of our Group, market and economic conditions.

Failure / Delay in or Abortion of the Listing

Our Listing is exposed to the risk that it may be aborted or delayed on the occurrence of any one or
more of the following events:-

(a) Force majeure events or events/circumstances including war, riot, flood, fire, storm, hijacking,
sabotage crime, epidemic and acts of God, which are beyond the control of our Company
and/or the Sole Underwriter, arising prior to our Listing;

(b) The identified investors fail to subscribe for the portion of the Offer Shares allocated to them
pursuant to the Offer for Sale;

(c) The Sole Underwriter exercising its rights pursuant to the Underwriting Agreement
discharging itself from the obligations therein; and

(d) We are unable to meet the public shareholding spread requirement, which is at least 25% of
our total number of Shares for which listing is sought must be held by a minimum number of
1,000 public shareholders holding not less than 100 shares each upon the completion of the
IPO and at the point of Listing.

In this respect, we will exercise our best endeavour to comply with the various regulatory requirements,
including, inter-alia, the public shareholding spreads requirement in paragraph (d) above. However,
there can be no assurance that the abovementioned factors/events will not cause a delay in or non-
implementation of our Listing.
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4.2.4

4.3

4.3.1

In the event of the failure of our Listing, we will return in full without interest, monies paid by the
investors in respect of all applications in accordance with the provision of sub-Section 243(2) of the
Capital Markets and Services Act, 2007.

Dividend Payment

Our Company, an investment holding company, derives its income mainly from dividends received
from our subsidiary companies. Hence, our ability to pay future dividend and our ability to sustain our
dividend policy in the future are largely dependent on the performance of our subsidiary companies. In
determining the size of any dividend recommendation, we will also take into consideration a number of
factors, including but not limited to our financial performance, cash flow requirements, debt servicing
and financing commitments, availability of distributable reserves and tax-exempt profits/tax credits,
future expansion plans, loan covenants and compliance with regulatory requirements.

Continued Control by Promoters

Upon Listing, the Promoters will collectively hold a total of approximately 74.9% of our enlarged
issued and paid-up share capital. Depending on how they choose to vote and because of their
shareholdings, these shareholders will generally be expected to have significant influence on the
outcome of certain matters requiring the vote of our shareholders unless they are required to abstain
from voting by law and/or as required by the relevant authorities. Nevertheless, as a step towards good
corporate governance, we have appointed 3 Independent Non-Executive Directors and set up an Audit
Committee to ensure that, inter-alia, all future transactions involving related parties are entered into at
arm’s length basis, on normal commercial terms which are not more favourable to the related parties
than those generally available to the public and are not to the detriment of our minority shareholders.

OTHER RISKS
Forward-Looking / Prospective Statements

Certain statements in this Prospectus are based on historical data which may not be reflective of future
results and others are forward-looking in nature that are based on assumptions and subject to
uncertainties and contingencies which may or may not be achievable. Whether such statements would
ultimately prove to be accurate depends upon a variety of factors that may affect our businesses and
operations, and such forward-looking statements also involve known and unknown risks, uncertainties
and other factors which may cause our actual results, performance and achievements, or industry
results, to be materially different from any future results, plans, performances and achievements,
expressed or implied, by such prospective statements. Although we believe that the expectations
reflected in such future statements are reasonable at this time, there can be no assurance that such
prospective statements or expectations will prove to be correct in the future. Any deviation from the
expectations may have a material adverse effect on our business and financial performance.

The above is not an exhaustive list of challenges we are currently facing or that may develop in the
future. Additional risks whether known or unknown, may in the future have a material adverse effect
on us and/or our Shares.

[ The rest of this page is intentionally left blank ]
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GENERAL INFORMATION ON OUR GROUP

5.1

INCORPORATION AND HISTORY

We were incorporated in Malaysia as a public limited company on 6 February 2008. Our principal
activities are those of investment holding and the provision of management services. The Company is a
listing vehicle incorporated to undertake the flotation exercise of HUI and USF, our wholly-owned
subsidiaries. The sole activity of USF is property investment holding where it owns Lot 8726, which
houses Factory A and our head office.

We are principally an integrated ODM and OEM player with a complete range of upholstered home
furniture products. As an ODM, we design and manufacture furniture for our customers whereas, as an
OEM, we manufacture furniture based on their designs provided to us. For the FYE 2009,
approximately 86% of our Group’s revenue was contributed by ODM sales with the remaining 14%
from OEM sales. Our primary activity revolves around the design, manufacture and sale of upholstered
home furniture which includes upholstered sofas, upholstered dining chairs and upholstered bed
frames.

We are one of the leading upholstered home furniture manufacturers in Malaysia and our products are
mainly focused on ‘medium to high end range’ of upholstered home furniture. We design our furniture
products primarily based on Western stylishness and preferences. We believe we have earned a strong
reputation for our product quality and reliability with approximately 99% of our Group’s revenue
contributed from overseas.

Since commencement of business in 1997, Chua Fen Fatt, our Managing Director, has been
instrumental in the success, growth and development of our Group. He has had over 22 years of
working experience in the furniture industry, particularly in the upholstered furniture industry.

We made our first foray into the overseas market in 1997 when we exported to Singapore and in 1999,
we ventured into Reunion Island, Bahrain, Australia and Cyprus. Presently, we export our products to
more than 40 countries across the world covering Europe, Australasia, North and South America, Asia
and Africa. In 2001, we started participating in the Malaysian International Furniture Fair and
thereafter, we continued to participate annually in the fair as well as other international furniture fairs
held in different countries such as Spain, Ukraine, Belgium, Germany and China. The participation in
the furniture fairs is very important to us as they provide a platform for us to create awareness for our
products in the international markets.

Initially, we were only involved in the manufacturing of upholstered sofas from a tenanted factory with
a built up area of 7,200 sq. ft. and in 2002, we began manufacturing upholstered dining chairs. To cater
for the rapid growth in demand for our products, we moved our operations into several tenanted
factories with total built up area of about 32,200 sq. ft. in 2003. To improve overall efficiency and to
achieve greater economy of scale, we then acquired Factory A with a total built up area of 97,400 sq. ft.
and shifted our entire operations to Factory A from the tenanted factories in 2005.

In 2005, we introduced upholstered bed frames in addition to the upholstered sofas and dining chairs to
accomplish our main vision in becoming one of the manufacturers/producers of a complete range of
upholstered home furniture products in Malaysia.

With Factories B and C commissioned in November 2006 and August 2007 respectively, we now own
and occupy 3 manufacturing plants with a total built up area of 330,000 sq. ft. All of our plants are
located in Kawasan Perindustrian Bukit Bakri, Muar, Johor. In addition, since November 2007, we
have been renting Factory D with a built up area of 18,000 sq. ft., which is principally used for
woodworking activities for our upholstered dining chair frames as well as for our wooden dining
tables.
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Further, we have acquired 2 pieces of freehold land in 2007 with a total land area of 167,315 sq. ft.
located adjacent to our existing manufacturing plants and head office where we intend to set up our
new plant, which we envisage to commence construction work within the next 24 months (from the
Listing), to increase our production capacity. Besides, the new plant is also intended to house the
operation of the woodworking activities for our upholstered dining chair frames as well as the wooden
dining tables which are currently being carried out in the rented Factory D.

In 2008, we attained the ISO 9001:2000 certification and were honoured at the prestigious Golden Bull
Awards 2008 organised by Nanyang Siang Pau, where we ranked 1* out of 100 Outstanding Small and
Medium Enterprises. We were also declared a winner of the Enterprise 50 Award Programme 2008
which was jointly organised by the Small and Medium Industries Development Corporation (SMIDEC)
and Deloitte Consulting (M) Sdn Bhd. We believe such awards have been accorded to us in recognition
of our business acumen, entrepreneurship and vision in running our Company.

In 2009, in line with our continuous effort in new product development, we had introduced and
successfully commercialised the sofa bed, our new product, to the Australian market. For the 2™ year
running, we won the Enterprise 50 Award Programme 2009. In addition, we also won the 2009 Product
Excellence and Asian Furniture Leadership Award at the Malaysian Furniture Leadership Award
organised by the Furniture & Furnishing Export International.

Our current group structure is set out as follow:-

Homeritz Corporation Berhad

100% | 100%

Home Upholstery Industries Sdn Bhd U. S. Furniture Manufacturing Sdn Bhd

SHARE CAPITAL

Our authorised share capital is RM100,000,000 comprising 500,000,000 ordinary shares of RM0.20
each, of which 191,000,000 Shares have been issued and fully paid-up as at the date of this Prospectus.
Upon completion of the Public Issue, our enlarged issued and paid-up share capital will be increased to
RM40,000,000 comprising 200,000,000 Shares.

The movements in our issued and paid-up share capital since the date of our incorporation are set out
below:-

Resultant Issued

Date of No. of Shares Consideration/ and Paid-up
Allotment Allotted Par Value Types of Issue Share Capital

RM RM
06.02.08 2 1.00 Subscribers’ shares 2
25.02.08 4 0.50 Subdivision 2
15.09.09 72,358,950 0.50 Acquisition of HUI 36,179,477
26.11.09 361,794,770 0.10 Share split 1 : 5 36,179,477
26.11.09 180,897,385 0.20 Share consolidation 2 : 1 36,179,477
30.11.09 10,102,615 0.20 Rights Issue 38,200,000
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5.3.1

53.2

533

534

LISTING SCHEME

In conjunction with and as an integral part of our Listing, we undertook a listing scheme which was
approved by the SC on 26 September 2008, 26 March 2009, 8 September 2009 and 6 November 2009
as well as the MITI on 25 July 2008, 1 September 2009 and 26 November 2009, involving the
following:-

Acquisitions
Acquisitions by our Company in respect of the entire issued and paid-up share capital of:-

(a) HUI comprising 450,000 ordinary shares of RM1.00 each for a purchase consideration of
RM36,179,475 to be satisfied by an issuance of 72,358,950 new Homeritz Shares at an issue
price of RM0.50 per Share.

The purchase consideration was based on the audited consolidated NTA of the HUI Group as
at 31 August 2008 of RM36,179,475 (after adjusting for the payment of first and final
dividend of RM3.0 million in respect of the financial year ended 31 August 2008).

(b) USF comprising 50,002 ordinary shares of RM1.00 each for a purchase consideration of
RM1,012,324 to be satisfied in cash.

The purchase consideration was based on the original cost of investment in USF in the books
of HUL

The Acquisitions were completed on 15 September 2009. Following the Acquisitions, the existing
subscribers’ shares in the Company were also transferred to Chua Fen Fatt and Tee Hwee Ing on an
equal basis on the same date.

Subdivision

A share split involving the subdivision of each of the existing 72,358,954 ordinary shares of RM0.50
each in Homeritz (after the Acquisitions and transfer of the existing subscribers’ shares in the
Company) into 361,794,770 ordinary shares of RM0.10 each in Homeritz by subdividing one (1)
ordinary share of RM0.50 each in Homeritz into five (5) ordinary shares of RM0.10 each in Homeritz.
The Subdivision was completed on 26 November 2009.

Share Consolidation

A share consolidation was undertaken immediately after the Subdivision but prior to the Rights Issue
involving the consolidation of each of the 361,794,770 ordinary shares of RM0.10 each in Homeritz
into 180,897,385 ordinary shares of RM0.20 each in Homeritz by consolidating two (2) ordinary shares
of RM0.10 each in Homeritz into one (1) ordinary share of RM0.20 each in Homeritz. The Share
Consolidation was completed on 26 November 2009.

Rights Issue
A renounceable rights issue of 10,102,615 new Homeritz Shares at an issue price of RM0.20 per share
to all shareholders of the Company was implemented after the Acquisitions, Subdivision and Share

Consolidation on the basis of approximately 0.0558 new Homeritz Shares for every one (1) existing
ordinary share then held in the Company. The Rights Issue was completed on 30 November 2009.
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5.3.5  Offer for Sale
The Offerors shall offer for sale an aggregate of 35,020,000 existing Homeritz Shares at the IPO Price
in the following manner:-
(a) 20,000,000 Shares by way of private placement to Bumiputera investors approved by the
MITI;
(b) 8,020,000 Shares by way of private placement to identified investors; and
(c) 7,000,000 Shares available for application by the Malaysian Public,
as detailed below:-
Offerors No. of Shares
Chua Fen Fatt 17,510,000
Tee Hwee Ing 17,510,000
Total 35,020,000
5.3.6  Public Issue
In conjunction with our Listing, we are undertaking a public issue of 9,000,000 new Homeritz Shares at
the IPO Price comprising the following:-
(a) 1,000,000 new Shares available for application by our eligible Directors, employees and
business associates under the Pink Form Allocations; and
(b) 8,000,000 new Shares available for application by the Malaysian Public.
5.3.7  Listing and Quotation
Following the Offer for Sale and Public Issue, we shall seek the perrnission of Bursa Securities for the
listing of and quotation for our entire enlarged issued and paid up share capital comprising 200,000,000
Homeritz Shares on the Main Market of Bursa Securities.
5.4 SUBSIDIARY COMPANIES

All of our subsidiary companies are wholly-owned by our Company. As at the date of this Prospectus,
we do not have any associated companies. Details of our subsidiary companies are summarised as
follows:-

Issued and
Date/ Place of Authorised  Paid-up Share Equity
Company Incorporation Share Capital Capital Interest  Principal Activity
(RM) (RM) %
HUI 4 August 1997/ 500,000 450,000 100.00 Design, manufacture and
(Company No:  Malaysia sale of  upholstered
441363-V) furniture products
USF 24 October 1992 / 100,000 50,002 100.00 Property investment
(Company No:  Malaysia holding !

251531-U)
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54.1 HUI
(a) History and business

(b)

©

@

542 USF

@

()

HUI was incorporated in Malaysia under the Act on 4 August 1997 as a private limited
company under its present name. The principal activity of HUI is that of design, manufacture
and sale of upholstered furniture products.

Share capital

HUT’s present authorised share capital is RMS500,000 comprising 500,000 ordinary shares of
RM1.00 each, of which 450,000 ordinary shares of RM1.00 each have been issued and fully
paid-up. The movements in issued and paid-up share capital of HUI since its incorporation are
as follows:-

Resultant Issued

Date of No. of Shares Consideration/ and Paid-up
Allotment Allotted Par Value Types of Issue Share Capital

RM RM
04.08.1997 3 1.00 Subscribers’ shares 3
05.11.1997 49,997 1.00 Cash 50,000
22.10.2002 50,000 1.00 Cash 100,000
19.03.2004 100,000 1.00 Bonus issue 1 : 1 200,000
09.06.2006 100,000 1.00 Cash 300,000
30.06.2006 100,000 1.00 Cash 400,000
30.08.2007 50,000 1.00 Cash 450,000

Substantial shareholders and Directors

HUI is a wholly-owned subsidiary company of Homeritz and the Directors are Chua Fen Fatt
and Tee Hwee Ing.

Subsidiary and associated companies

As at the date of this Prospectus, HUI does not have any subsidiary or associated company.

History and Business

USF was incorporated in Malaysia under the Act on 24 October 1992 as a private limited
company under its present name. The principal activity of USF is that of a property investment
holding since incorporation.

Share Capital

USF’s present authorised share capital is RM 100,000 comprising 100,000 ordinary shares of
RM1.00 each of which 50,002 ordinary shares of RM1.00 each have been issued and fully
paid-up. The movements in issued and paid-up share capital of USF since its incorporation are
as follows:-

Resultant Issued

Date of No. of Shares Consideration/ and Paid-up
Allotment Allotted Par Value  Types of Issue Share Capital

RM RM
24.10.1992 2 1.00 Subscribers’ shares 2
12.08.1995 50,000 1.00 Cash 50,002
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(0) Substantial shareholders and Directors

USF is a wholly-owned subsidiary company of Homeritz and the Directors are Chua Fen Fatt
and Tee Hwee Ing.

(d) Subsidiary and associated companies

As at the date of this Prospectus, USF does not have any subsidiary or associated company.

[ The rest of this page is intentionally left blank ]
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