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10. ACCOUNTANTS’' REPORT

C. GENERAL INFORMATION (CONTINUED)

(2) Acquisitions of Companies Not Owned by Old Town International which will involve the following:

Number of
shares at _ Satisfied by way of:
% RM1.00 ‘Purchase Shares
Companies acquired each consideration issued Cash
RM RM RM
Emperor’s Kitchen 100.0 200,002 16,353,000 8,176,000  8177,000
Esquire Chef 100.0 1,000 10,759,000 5,380,000 5,379,000
01d Town Kopitiam
Butterworth Group @ 100.0 100,000 14,964,477 5,985,000 8,979.477
0Old Town Kopitiam
Kuala Lumpur 100.0 100,000 2,135810 1,495,000 640,810
Dynasty Confectionery 100.0 200,000 4,179,000 2,507,000 1,672,000
0ld Town Kopitiam Cheras 100.0 160,000 11,911,000 11,911,000 -
Conneczone £0.0 40,000 3,900,000 3,900,000 -
Total 64,202,287 39354000 24,848 287

@ Includes a wholly owned subsidiary company, Dynasty Kitchen.

Upon completion of the Acquisitions of Companies Not Owned by Old Town International, Emperor’s
Kitchen, Esquire Chef, Old Town Kopitiam Butierworth, Old Towa Kopitiam Kuala Lumpur, Dynasty
Confectionery and Old Town Kopitiam Cheras will become wholly owned subsidiary companies of
Oldtown, and Dynasty Kitchen will become an indirect wholly owned subsidiary company of Oldtowm
Oldtown will also hold 80% equity interest in Conneczone,

Apart from the issuance of 39,354,000 Shares for part settlement of the purchase considerations up to

RM39,354,000, the remaining RIv24,848,287 of the purchase considerations are to be satisfied in full
by cash,

The completion of the Acquisitions of Companies Not Owned by Old Town International will result in
an increase in the issued and paid up share capital of Oldtown from 2 to 39,354,002 Shares.
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C. GENERAL INFORMATION (CONTINUED)

- () Acquisitions of Companies Owned by Old Town International which will involve the following:

©

@

Number of
shares at Satisfied by way of:
% RM1.00 Purchase Shares
Companies acquired each consideration issued Cash
RM RM RM

White Cafe 100.0 1,000,000 62,263,998 62,263,998 -
Gongga Food 100.0 100,000 69,825,000 69,825,000 -
White Cafe Marketing 100.0 1,700,000 21,156,000 21,156,000 -

Kopitiam Asia Pacific
Group @ 100.0 1,250,000 66,230,000 66,230,000 -
Oldtown Singapore @ 100.0 SGD100,000 6,676,000 6,676,000 -
OTK Eatery 40.0 40,000 1,101,000 1,101,000 -
Total 227,251,998 227.251,998 -

@

, Includes a wholly owned subsidiary company, Old Town Kopitiam.
a

Includes a 50% owned associated company, OTK Singapore.

Upon completion of the Acquisitions of Companies Owned by Old Town International, White Cafe,
Gongga Food, White Cafe Marketing, Kopitiam Asia Pacific and Oldtown Singapore will become
wholly owned subsidiary companies of Oldtown, while Old Town Kopitiam will become an indirect
wholly owned snbsidiary company of Oldtown. Oldtown will also hold 50% of equity interest in OTK
Singapore via Oldtown Singapore and 40% of direct equity interest in OTK. Eatery.

The completion of the Acquisitions of Companies Owned by Old Town International will resuit in an
increase in the issned and paid up share capital of Oldtown from 39,354,002 to 266,606,000 Shares.

IPQ involve:

0] a Public Issue of 63,394,000 new Shares at the IPO price; and

(i) an Offer for Sale of 33,000,000 Shares, representing 10.0% of the enlarged issued and paid-
up share capital of Oldtown at the Offer Price, payable in full upon application, via private
placement to identified investors.

The completion of the IPO will result in an enlarged issned and paid up share capital of Oldtown of

RM330,000,000 comprising 330,000,000 Shares.

Listing of and Quotation for Shares for its entire enlarged issned and paid-up share capital of
RM?330,000,000 comprising 330,000,000 Shares on the Main Market of Bursa Securities.
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3.

Share Capital

The authorised share capital of Oldtown as at the date of incorporation was RM100,000 comprising 100,000
ordinary shares of RM1.00 each. On December 28, 2009, the authorised share capital of Oldtown was
increased to RM500,000,000 comprising 500 ,000,000 ordinary shares of RM1.00 each.

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

No. of Cumulative Issued
ordinary and Paid-up Share
Date of allotment Type of Issue shares issued Par value Capital
or to be issued RM RM
30.11.2007 Subscribers’ shares 2 1.00 2
16.05.2011 Other than cash 266,605,998 1.00 266,606,000
Upon listing Public issne - 63,394,000 1.00 330,000,000

Upon completion of the Listing Scheme, the issned and paid-up share capital of Oldtown will be enlarged to
RM330,000,000 comprising 330,000,000 ordinary shares of RM1.00 each.

Subsidiary Companies
Oldtown has two (2) existing subsidiary companies, Oldtown Logistics and Old Town (M). Oldtown Logistics

Logistics was incorporated by Oldiown on March 4, 2010 while Old Town (M) was acquired on July 7, 2010.
2010. Details of the subsidiary companies under the Oldtown Group upon listing are as follows:

Effective Issued and
Date/Placeof Equity paid up share
Company Incorporation  Interest capital Principal Activities
(%9) RM
Direct
‘White Cafe 11.02.1999/ 100.0 1,000,000 Manufacturing of beverages
Malaysia
White Cafe Marketing 24.01.1996/ 100.0 1,700,000 Marketing of beverages
Malaysia ,
Gongga Food 13.10.2003/ 100.0 300,000 Manufacture of roasted coffee
Malaysia powder and procurement of
food items
Kopitiam Asia Pacific 10.04.1990/ 100.0 1,250,000 Franchisor of cafe outlets and
Malaysia provision of management
services
0Old Town Kopitiam 03.10.2006/ 100.0 160,000 Operator of cafe outlets
Cheras Malaysia
0Old Town Kopitiam 09.08.2005/ 1000 100,000 Operator of cafe outlets
Kuala Lampur Malaysia
0Old Town Kopitiam 14.06.2005/ 100.0 100,000 Operator of cafe outlets
Butterworth Malaysia
(Forward)
5
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Company

Direct

Dynasty Confectionery

Emperor's Kitchen
Esquire Chef
Conneczone

Oldtown Singapore

Oldtown Logistics

0ld Town (M)

Date/ Place of
Incorporation

04.072007/
Malaysia

21.06.2005/
Malaysia

05.12.2006/
Malaysia

16.11.2005/
Malaysia

29.06.2007/
- Singapore

04.03.2010/
Malaysia

08.08.2007/
Malaysia

Effective

Equity
Interest
(%)

1000

1000

1000

80.0

100.0

100.0

100.0

Indirect held through Kopitiam Asia Pacific

01d Town Kopitiam

29.11.2005/
Malaysia

1000

Issued and
paid up share
capital
RM

200,000

200,002

1,000

50,000

SGD100,000

200,000

Indirect held through Old Town Kopitiam Butierworth

Dynasty Kitchen

21.12.2006/

Malaysia

100.0
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Principal Activities

Central bakery and confectionery
processing centre

Ceniral food processing centre

Centxal food processing centre

Operator of cafe outlets

Supply of food and beverages,
provision of management
services, licensor and operation
of food and beverage outlets

Dormant

Investment holding

Operator of cafe outlets

Distribution centre



| Company No: 797771-M |

10. ACCOUNTANTS’ REPORT
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5. Associated Companies

Oldtown has one (1) existing associated company, PT Oldtown Indonesia, which was incorporated on
Angust 13, 2010. Details of the associated companies under the Oldtown Group upon listing are as follows:

Effective  Issued and
Date/Placeof Equity paid up share
Company Incorporation  Interest capital Principal Activities -
(%) RM
Direct
OTK Eatery 20.08.2007/ 400 100,000 Operator of cafe outlets
Malaysia
Indirect held throngh Oldtown Singapore
OTK Singapore 19.10.2007/ 500  SGD100,000 Operatorofcafe outlets
Singapore

Indirect held through Ol Town (VM)

PT Oldtown Indonesia 13.08.2010/ 35.0 Rp6,923,374,800 Licensor and operator of
Indonesia cafe outlets

D. AUDITORS’ REPORTS

The extemal anditors who have andited the financial statements of QOldtown aud its subsidiary companies for the
respective financial years/periods are as follows:

Companies

Oldtown

White Cafe

White Cafe Marketing

Gongga Food

Kopitiam Asia Pacific

(Forward)

FYE/FPE

November 30, 2007 (date of incorporation) to

December 31, 2008
January 1, 2009 to December 31, 2009
Janyary 1, 2010 to December 31, 2010

January 1, 2007 to December 31, 2007
January 1, 2008 to December 31, 2008
Jamuary 1, 2009 to December 31, 2009
Jamuary 1, 2010 to December 31, 2010

January 1, 2007 to December 31, 2007
January 1, 2008 to December 31, 2008

‘Jamoary 1, 2009 to December 31, 2009

Janwary 1, 2010 to December 31, 2010

Jamiary 1, 2007 to December 31, 2007
January I, 2008 to December 31, 2008
January 1, 2009 to December 31, 2009
January 1, 2010 to December 31,2010

January 1, 2007 to December 31, 2007
January 1, 2008 to December 31, 2008
January 1, 2009 to December 31, 2009
January 1, 2010 to December 31, 2010
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- External Auditors
Deloitte KassimChan

Deloitte KassimChan
Deloitte KassimChan

KPMG

Deloitte KassimChan
Deloitte KasstimChan
Deloitte KassimChan

KPMG

Deloitte KassimChan
Deloitte KassimChan
Deloitte KassimChan

KPMG

Deloitte KassimChan
Deloitte KassimChan
Deloitte KassimChan

KPMG

Deloitte KassimChan
Deloitle KassimChan
Deloitte KassimChan
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D. AUDITORS®’ REPORTS (CONTINUED)

Companies External Auditors
Old Town Kopitiam January 1, 2007 to December 31, 2007 KPMG
January 1, 2008 to December 31, 2008 Deloitte KassimChan
Janunary 1, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
0ld Town Kopitiam October 3, 2006 (date of incorporation) to KPMG
Cheras December 31, 2007
January 1, 2008 to December 31, 2008 Deloitte KassimChan
January I, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
0ld Town Kopitiam January 1, 2007 to December 31, 2007 KPMG
Kuala Lumpur January 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
0l1d Town Kopitiam January 1, 2007 to December 31, 2007 KPMG
Butterworth Jamuary 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
Dynasty Kitchen Degember 21, 2006 (date of incorporation) to KeMG
December 31, 2007
January 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
Dynasty Confectionery  July 4, 2007 (date of incorporation) to XpMG
December 31, 2007
January 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
Emperor’s Kitchen January 1, 2007 to December 31, 2007 KPMG
' January 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
Janvary 1, 2010 to December 31, 2010 Deloitte KassimChan
Esquire Chef December 5, 2006 (date of incorporation) to KPMG
December 31, 2007
January 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
January 1, 2010 to December 31, 2010 Deloitte KassimChan
Conneczone Jannary 1, 2007 to December 31, 2007 KPMG
Jannary 1, 2008 to December 31, 2008 Deloitte KassimChan
January 1, 2009 to December 31, 2009 Deloitte KassimChan
Jamuary 1, 2010 to December 31, 2010 Deloitte KassimChan
(Forward)

FYE/ ¥PE
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Companies FYE/ FPE External Auditors
Oldtown Singapore June 29, 2007 (date of incorporation) to K.G. Tan & Co.
December 31, 2007
January 1, 2008 to December 31, 2008 K.G. Tan & Co.
January 1, 2009 to December 31, 2009 K.G. Tan & Co.
January 1, 2010 to December 31, 2010 K.G. Tan & Co.
Oldtown Logistics March 4, 2010 (date of incorporation) to . Deloitte KassimChan
) December 31, 2010
Old Town (M) August 8, 2007 (date of incorporation) to Cheng & Co.
December 31, 2008
January 1, 2009 to December 31, 2009 Cheng & Co.
January 1, 2010 to December 31, 2010 Deloitte KassimChan

The auditors’ reporis on the financial statements of Oldtown and its subsidiary companies for the respective

years/periods under review were not subject to any qualifications.

BASIS OF PREPARATION OF THE AUDITED FINANCIAL STATEMENTS

Except for the audited financial statements of Oldtown Singapore, a company incorporated in Singapore, for the
financial period June 29, 2007 (date of incorporation) to December 31, 2007, the financial years ended December 31,
2008, 2009 and 2010, and Old Town (M) for the financial period August 8, 2007 (date of incorporation) to December
31, 2008 and for the financial year ended December 31, 2009, the audited financial statements of Oldtown and other
subsidiary companies incorporated in Malaysia have been prepared in accordance with the provisions of the
Companies Act, 1965 and FRS and are presented on the basis consistent with the accounting policies adopted by
Oldtown Group. These companies have adopted all of the new and revised FRS and Interpretations issued by the

- MASB that are relevant to their operations.

The audited financial statements of Oldtown Singapore were prepared in accordance with the provisions of the
Singapere Companies Act and Singapore Financial Reporting Standards and are presented on a basis consistent with
the accounting policies adopted by Oldtown Group. Oldtown Singapore has adopted all the new/revised Singapore
Financial Reporting Standards and Singapore Interpretations of Financial Reporting Standards that are relevaot to its
operations. There is no material difference between the Singapore Financial Reporting Standards that are relevant
and adopted by Oldtown Singapore as compared to FRS which require adjustments to the audited figures.

The audited financial statements of Old Town (M) for the financial period August 8, 2007 (date of incorporation) to
December 31, 2008 and for the financial year ended December 31, 2009 were prepared in accordance with the
Private Entity Reporting Standards in Malaysia and are presented on a basis consistent with the accounting policies
adopted by Oldtown Group. There is no material difference between the Private Entity Reporting Standards in

Malaysia that are relevant and adopted by Old Town (M) as compared to FRS which require adjustments to the
audited figures.

No group financial statements have been prepared by Oldtown to consolidate the financial results and financial
position of Oldtown and its subsidiary companies as the acquisitions of the subsidiary companies not currently owned
by Oldtown are to be viewed as one exercise undertaken to facilitate the Listing of Oldtown detailed in Section C2
above. As disclosed in Section C4 above, Oldtown has two existing subsidiary companies, Oldtown Logistics and
Old Town (M) which were incorporated/ acquired in 2010 and as such, the consolidated financial statements of
Oldtown were not included herein as comparative information is not available. Audited financial statements of
subsidiary companies are therefore presented individually.
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F. DIVIDENDS

No dividend has been paid by Oldtown since the date of its incorporation.

Details of dividend paid or declared by the subsidiary companies of Oldtown for the financial years/periods under

review are as follows:

Companies
White Cafe

Gongga Food

Kopitiam Asia Pacific

Old Town Kopitiam Cheras

OMld Town Kopitiam Kuala Lumpur

Old Town Kopitiam Butterworth

{Forward)

FPE/FYE

31.12.2007
31.12.2010

31.12.2007
31.12.2008
31.12.2009
31.12.2009
31.12.2010
31,12.2010

31.12.2007

31.12.2007

- 31.12.2008

31.12.2008
31.12.2009
31.12.2009
31.12.2009
31.12.2009
31.12.2009
31.12.2010
31.12.2010

31.12.2008
31.12.2009
31.12.2008

31.12.2007
31.12.2009
31.12.2010
31.12.2010
31.12.2010

Type of dividend

Interim, less 27% tax
Interim, tax-exempt

Interim, tax-exempt

First and final, tax-exempt
First interim, tax-exempt
Second interim, less 25% tax
First interim, tax-exempt
Second interim, tax-exempt

Interim, less 27% tax

Interim, less 27% tax
First interim, single tier
Second interim, single tier
First interim, single tier
Second interim, single tier
Third interim, single ter
Fourth interim, single tier
Fifth interim, single tier
First interim, single tier
Second interim, single ter

Interim, single tier
First interim, single tier
Second interim, single tier

Interim, less 27% tax
Interim, less 25% tax
First interim, less 25% tax
Second interim, single tier
Third interim, single tier

10
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Dividend Rate Net Amount

%

70.00
200.00

600.00
2,600.00
1,000.00
1,333.34
2,000.00

666.67

11,424,657.00

'171.25
12547
62.50
62.50
125.00
125.00
375.00
250.00
250.00
250.00

200.00
200.00
200.00

275.00
666.67
300.00
300.00
100.00

RM

511,000
2,000,000

600,000
2,600,000
1,000,000
1,000,000
2,000,000
2,000,000

250,200

200,020
200,750
100,000
100,000
200,000
200,000
600,000
400,000
400,000
400,000

200,000
- 200,000
200,000

200,750
500,000
225,000
300,000
100,000
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E. DIVIDENDS (CONTINUED)

Companies

Dynasty Kitchen

Emperor’s Kitchen

Dynasty Confectionery

Esquire Chef

Conneczone

FPE/FYE

31.12.2008
31.12.2009
31.12.2009
31.12.2010

31.12.2007
31.12.2007
31.12.2008
31.12.2008
31.12.2009
31.12.2009
31.12.2009
31.12.2009
31.12.2009
31.12.2009
31.12.2010
31.12.2010

31.12.2009
31.12.2010
31.12.2010

31.12.2007
31.12.2008
31.12.2008
31.12.2008
31.12.2009
31.12.2009
31.12.2009
31.12.2009
31.12.2010
31.122010

31.12.2007
31.12.2008
31.12.2008
31.12.2008
31.12.2009
31.12.2009
31.12.2009
31.12.2010
31.12.2010

Type of dividend

Interim, less 26% tax
First interim, less 25% tax
Second interim, single tier
Interim, single tier

First interim, less 27% tax
Second interim, less 27% tax
First interim, less 26% tax
Second interim, less 26% tax
First interim, less 25% tax
Second interim, single fier
Third interim, single tier
Fourth interim, single tier
Fifth interim, single tier
Sixth interim, single tier
First interim, single tier
Second interim, single tier

Interim, single tier
First interim, single tier
Second interim, single tier

Interim, less 27% tax

First interim, tax-exempt
Second interim, single tier
Third interim, single tier
First interimn, single tier
Second interim, single tier
Third interim, single tier
Fourth interim, single tier
First interim, single tier
Second interim, single tier

Interim, less 27% tax
First inferim, less 26% tax
Second interim, single tier
Third interim, single tier
First interim, single tier
Second interim, single tier
Third interim, single tier
First interim, single tier
Second interim, single tier
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Dividend Rate Net Amount

% RM
1,351,351.30 100,000
3,394,594.80 254,595
454,053.90 45 405
1,000,000.00 100,000
54.79 80,001
137.00 200,020
140.00 207,200
135.00 199,300
99.99 150,000
74.99 150,000
99.99 200,000
224.99 450,000
349.99 700,000
349.99 700,000
249.99 500,000
249.99 500,000
25.00 50,000
75.00 150,000
75.00 150,000
5,500,000.00 80,300
4,500,000.00 90,000
20,000.00 200,000
10,000.00 100,000
20,000.00 200,000
20,000.00 200,000
20,000.00 200,000
20,000.00 200,000
40,000.00 400,000
20,000.00 200,000
550.00 200,750
292.00 108,151
400.00 200,000
400.00 200,000
200.00 100,000
200.00 100,000
200.00 100,000

400.00 200,000
400.00 200,000
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G. HISTORICAL FINANCIAL INFORMATION

The historical financial information has been presented based on audited financial statements of Oldtown and its
subsidiary companies. The significant accounting policies adopted by Oldtown Group below are in line with those
adopted by the subsidiary companies and disclosed in their respective audited financial statements.

1.1 SIGNIFICANT ACCOUNTING POLICIES OF OLPTOWN GROUP

Other than disclosed in Section E above, during the financial yeai' ended December 31, 2010, Oldtown and its
subsidiary companies adopted all new and revised FRSs and IC Interpretations that are relevant to their
operations for financial periods beginning on or after January 1, 2010. The adoption of these new and revised

FRSs and IC Interpretations have not resulted in material changes to Oldtown Group’s accounting policies
except as follows:

®

(ii)

FRS 7 Financial Instruments: Disclosares

FRS 7 requires comprehensive disclosure on qualitative and quantitative information about exposure to
risks from financial instruments, including specified minimum disclosure about credit risk, liquidity
risk and market risk, including sensitivity analysis to market risk.

Oldtown Group has applied FRS 7 prospectively in accordance with the iransitional provisions.
Hence, the new disclosures are included in Oldtown Group’s financial statements for the year ended
December 31, 2010, -

Revised FRS 101: Presentation of Financial Statements

The revised FRS 101 introduces changes in the presentation and disclosure of financial statements.
The revised standard requires owner and non-owner changes in equity to be presented scparately. The
statement of changes in equity will include only details of transactions with owners, with all non-
owner changes in equity presented as a single line labelled as total comprehensive income, The revised
standard also requires the presentation of the statement of comprehensive income. It presents all items
of income and expense recognised in profit or loss, together with all other items of recognised income
and expense recognised directly in equity, either in one single statement, or in two linked statements.
QOldtown Group has elected to present this statement as one single statement.

In addition, a statement of financial position is required at the beginning of the earliest comparative

period following a change in accounting policy, the correction of an error or the classification of items
in the financial statements.

The revised FRS 101 also requires Oldtown Group to make new disclosures. to enable users of the

financial statements to evaluate Oldtown Group’s objective, policies and processes for managing
capital.

The revised FRS 101 was adopted retrospectively by Oldtown Group.
FRS 139 Financial Instruments: Recognition and Measurement

FRS 139 sets out the requirements for the recognition and measurement of Qldtown Group's financial
instruments. Financial instruments are recorded initially at fair value. Subsequent measurement of the
financial instruments at the end of reponing period reflects the designation of the financial
instrments. Oldtown Group has adopted FRS 139 prospectively in accordance with the transitional
provision of FRS 139. Oldtown Group determines the classification of financial instruments at their

initial recognition and for the purpose of the first adoption of the standard, as at transitional date on
Jamuary 1, 2010.

The effects arising from the adoption of this standard is assessed as immaterial and has not been
accounted for by adjusting the opening balance of retained earnings as of January 1, 2010.

12
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
1.1 SIGNIFICANT ACCOUNTING POLICIES OF OLDTOWN GROUP (CONTINUED)
" Basis of Accounting

The measurement basis applied in the preparation of the financial statements mclude historical cost,
recoverable value, realisable value and fair value.

Basis of Consolidation
(@ Subsidiary Companies
Business combination

The consolidated financial statements incorporate the financial statements of Oldtown and of the subsidiary
companies controlled by Oldtown made up to the respective financial period/ years ended.

A subsidiary company is an entity where Oldtown or its subsidiary companies have control over the
financial and operating policies of that entity so as to obtain benefits therefrom. Control is presumed to
exist when Oldtown owns, directly or indirectly through subsidiary oompames, more than one half of the
voting rights of the said entity.

Financial statements of subsidiary companies are consolidated using the acquisition method of accounting.
Under the acquisition method, the results of the subsidiary companies acquired or disposed of are included
in the consolidated profit or loss from the effective date of acquisition or up to the effective date of disposal.
On acquisition, the assets and liabilities of the relevant subsidiary companies are measured at their fair
values at the date of acquisition.

The cost of the business combination is measured as the aggregate of the fair values (at the date of
exchange) of asséts given, liabilities incurred or assumed, and equity instruments issned by the Group in
exchange for control of the acquiree, plus any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition
under FRS 3, Business Combinations are recognised at their fair values at the acquisition date.

Where necessary, adjustments are made to the financial statements of subsidiary companies to bring their
accounting policies in line with those used by other members of Oldtown Group.

All intragroup transactions, balances, income and expenses are eliminated in full on consolidation.

Non-controlling interests in the subsidiary companies are identified -separately from the Group’s equity
therein Non-controlling interest consists of the amount of those interests at the date of the original
business combination and the non-controlling party’s share of changes in equity since the date of the
combination. Losses attributable to the non-controlling party in excess of the non-controlling party’s
interest in the subsidiary’s equity are allocated against the interest of the Group except to the extent that the

non-controlling party has a binding obligation and is able to make an additional inrvestment to cover the
losses.

Business combinations involving common control entities

A business combination involving entities or businesses under common control is a business combination
in which .all of the combining entities or businesses are ultimately controlled by the same party or parties,
both before and after the business combination, and that control is not transitory.

The consolidated financial statements incorporate the financial statements items of the combining entities
in which the common control combination occurs as if they had been combined from the date when the
combining entities first came under the control of the controlling parties.

The cost of investment in Oldtown’s book is recorded at the nominal value of shares acquired. A single
uniform set of accounting policies is adopted by the combined entity. Therefore, the net assets of the
combining entities are combined using the existing book values from the controlling parties’ perspective.
No amonnt is recognised in respect of goodwill or excess of acquirer’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities over cost at the time of common control
combination, to the extent of the continuation of the controlling parties’ interests.

13
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ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

1.1 SIGNIFICANT ACCOUNTING POLICIES OF OLDTOWN GROUP (CONTINUED)

(ii)

The consolidated statement of comprehensive income includes the results of each of the combining entities
from the earliest date presented or since the date when the combining entities first came under the common
control, where this is a shorter period, regardless of the date of the common control combination.
Expenditure incwrred in connection with the restructuring is recognised as an expense in profit or loss.

The effects of all transactions between the combining entities or businesses, whether occurring before or

after the combination, are eliminated in preparing the combined financial statements of the combined
entity.

Debit differences arising between the cost of acquisition and the nominal value of share capital of the
subsidiary are included under Oldtown Group’s reserve.

Associated Companies

An associated company is a2 non-subsidiary company in which Oldtown or its subsidiary companies holds
not less than 20% of the equity voting rights as long-term investment and in which Oldtown or its
subsidiary companies is in a position to exercise significant influence in its management.

Oldtown Group’s investment in an associated company is accounted for under the equity method of
-accounting based on the latest audited financial statements of the associated company made up to the
respective financial period/ year ended. Under this method of accounting, Oldtown Group’s interest in the
post-acquisition profits and reserves of the associated company is included in the consolidated results while

dividend received is reflected as a reduction of the invesiment in the consolidated statement of financial
position.

Unrealised profits and losses arising on transactions between Oldtown Group and its associated company
are eliminated to the extent of Oldtown Group’s equity interest in the associated company except where
unrealised losses provide evidence of an impairment of the asset transferred.

Revenue Recopnition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for
estimated customer retumns, rebates and other similar allowances,

Sale of goods

Revenne from sale of goods is recognised when the following conditions are satisfied:

Oldtown Group have transferred to the buyer the significant risks and rewards of ownership of the goods;,

Oldtown Group retain neither continuing managerial involvernent to the degree usually associated with
ownership nor effective control over the goods sold;

the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the transaction will flow to Oldtown Group; and

the costs incurred or to be incurred in respect of the transaction can be measnred reliably.

Sale of food and beverages

Sale of food and beverages are recognised when food and beverages are setved, net of service tax.
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Dividend and interest revenue

Dividend income represents gross dividends from unguoted investments and is recognised when the
shareholder’s rights to receive payment is established.

Interest income is recognised when it is probable that the economic benefits will flow to Oldtown Group and the
amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

Rental income

Rental income is accrued on a time basis, by reference to the agreements entered. Rental income from
investment properties is recognised on a straight-line basis over the term of the relevant lease,

Franchise, advertising and promotion, rights and royally fees

Franchise, advertising and promoticn, rights and royalty fees are recognised on an accrual basis in accordance
with the substance of the relevant agreement (provided that it is probable that the economic benefits will flow to
Oldtown Group and the amount of revenue can be measured reliably). Franchise, advertising and promotion,
rights and royalty fees are recognised on a straight-line basis over the period of the relevant agreement.

Income from accounting services

Income from rendering of accounting services is recognised as and when services are provided.

Operating Lease

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except
where another systematic basis is more representative of the time pattern in which economic benefits from the

leased asset are consumed. Contingent rentals arising under operating leases are recognised as an expense in
the pertod in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line

basis, except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

Foreign Currencies

The individual financial statements of each group entity are presented in the currency of the primary economic
environment in which the entity operates (its functional currency). For the purpose of the consolidated financial
statements, the results and financial position of each entity are expressed in Ringgit Malaysia, which is the
functional currency of Oldtown, and also the presentation currency for the consolidated financial statements.

In preparing the financial statements of Oldtown Group and Oldtown, transactions in currencies ofher than the
Oldtown Group’s and Oldtown’s functional currency (foreign currencies) are initially recorded in Ringgit
Malaysia at the rates of exchange prevailing on the date of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at that date, Non-
monetary items carried at fair value that are denominated in foreign currencies are retranslated at the rates

prevailing at the date when the fair value was determined. Non-monetary items that are measured in terms of
historical cost in foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items,
are included in profit or loss for the period. Exchange differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains and losses are recognised directly in other

comprehensive income. For such non-monetary items, any exchange component of that gain or loss is
recognised directly in equity.
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For the purpose of presenting consolidated financial statements, the assets and liabilities of Cldtown Group’s
foreign operations (including comparative figures) are expressed in Ringgit Malaysia using exchange rates -
prevailing at the end of each reporting period. Income and expense items (including comparative figures) are
translated at the average exchange rates for the period, unless exchange rates fluctuated significantly during
that period, in which case the exchange rates at the dates of transactions are used.

The closing rates per unit of Ringgit Malaysia used in the retransiation of subsidiary company’s functional
currency (foreign currencies) are as follows:

31.12.2010 31.12.2009 31.12.2008 31.12.2007

Currency : RM RM RM RM
100Rp 0.0344 - - -
SGD 2.3867 2.4452 2.4139 2.3033

Exchange differences arising; if any, are classified as equity and transferred to Oldtown Group’s translation

reserve. Such exchange differences are recognised in profit or loss in the period in which the foreign operation
is disposed of.

Goodwill and fair value adjustrnents arising on the acquisition of a foreign operation are treated as assets and
liabilities of the foreign operation and translated at the closing rate.

' Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended vse or sale, are added
to the cost of those assets, until such time as the assets are substantially ready for their intended use or sale.
Investment income eamed on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss for the period in which they are incurred.

Government Grants

Government grants are not recognised natil there is reasonable assurance that Oldtown Group will comply with
the conditions attaching to them and that the grants will be received.

Governinent grants whose primary condition is that Oldtown Group should purchase, construct or otherwise
acquire non-current assets are recognised as deferred revenue in the statement of financial position and
transferred to profit or loss on a systematic and rational basis over the nseful lives of the related assets.

Other government grants are recognised as revenue over the periods necessary to match them with the costs for
which they are intended to compensate, on a systematic basis. Government grants that are receivable as
compensation for expenses or losses already incurred or for the purpose of giving immediate financial support
to Oldtown Group with no foture related costs are recognised in profit or loss in the period in which they

become receivable.
Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the period. Taxable profit differs from profit as reported
in the statement of comprehensive income becanse it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. Oldiown Group’s

and Oldtown’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.
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Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are generally
recognised for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilised. Such assets and Liabilities are
not recognised if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets ard Liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.

The cartying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the

extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset
to be recovered.

Deferred tax assets and Liabilities are measured at the tax rates that are expected to apply in the period when the
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of each reporting period. The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner which Oldtown Group and Oldtown expects, at the end of
the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax Liabilities and when they relate to income taxes levied by the same taxation authority and
Oldtown Group and Oldtown intend to settle their current tax assets and liabilities on a net basis.

Current and deferred tax for the period/ year

Current and deferred tax are recognised as an expense or income in profit or loss, except when they relate to
items that are recognised outside profit or loss (whether in other comprehensive income or directly in equity), in
which case the tax is also recognised outside profit or loss. Where they arise from the initial accounting for a
business combination, in the case of a business combination, the tax effect is taken into account in calculating

goodwill or determining the excess of the acquirer’s interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over cost.

Employee Benefits

Short-term employee benefits

Wages, salaries, bonuses and social security contributions are recognised as an expense in the year in which the
associated services are rendered by employees of Oldtown Group. Short-term accumulating compensated
absences such as paid annual leave are recognised when services are rendered by employees that increase their

entitlement to future compensated absences, and short-term non-accumulating compensated absences such as
sick leave are recognised when the absences occur. '

Defined contribution plan

Oldtown Group is required by law to make monthly contributions to the Employees Provident Fund (“EPF™), a
statutory defined contribution plan for all its eligible employces based on certain prescribed rates of the
employees’ salaries. Oldtown Group’s contributions to the EPF are recognised as an expense when employees
have rendered service entitling them to the contributions and are disclosed separately. The contributions of the

employees to EPF are included in salaries and wages. Once the contributions have been paid, Oldtown Group
has no forther payment obligations.
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Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses.

Depreciation is charged so as to write off the cost of assets, other than frechold land and capital work-in-
progress, less their residual values over their estimated usefol lives, using the sfraight-line method. The
estimated useful lives, residual values and depreciation method are reviewed at the end of each financial period,
with the effect of any changes in estimate accounted for on a prospective basis.

Freehold 1and is not amortised.

Capital work-in-progress is stated at cost less accumulated impairment, if any, and is not depreciated. Capital
work-in-progress comprises contractors’ payments and directly attributable costs incurred in preparing these
assets for their intended use. Depreciation on assets under construction commences when the assets are ready
for their intended use.

Annual depreciation rates used to depreciate property, plant and equipment over their estimated remaining
useful lives are as follows:

Buildings 2%

Plant, machinery and equipment 5% to 20%
Motor vehicles ' 10% to 20%
Air conditioning, computers, furniture, fixtures and fittings, and office equipment 10% to 20%
Factory equipment, signboard and elecirical fittings 10% to 20%
Rengvation 10% to 20%

Assets held under hire-purchase arrangements are depreciated over their expected usefirl lives on the same basis
as owned assets or, where shorter, the term of the relevant hire-purchase.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined

as the difference between the sale proceeds and the carrying amount of the asset and is recogrised in profit or
loss.

Property, Plant and Equipment Under Hire-Purchase Arrangements

Assets acquired under hire-purchase arrangements which transfer substantially all of the risks and rewards
incident to ownership of the assets are capitalised under property, plant and equipment. The assets and the
corresponding hire-purchase obligations are recorded at their fair values or, if lower, at the present value of the
minimum hire-purchase payments of the assets at the inception of the respective arrangements.

Finance costs, which represent the difference between the total hire-purchase commitments and the fair values
of the assets acquired, are charged to statement of comprehensive income over the term of the relevant hire-

purchase so as to give a constant periodic rate of charge on the remaining balance of the obligations for each
accounting period. :

Non-current Assets Held ¥or Sale

Non-current assets are classified as held for sale if their carrying amount will be recovered through a sale
transaction rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset is available for immediate sale in its present condition. Management must be committed

to the sale, which should be expected to qualify for recognition as a completed sale within one year from the
date of classification.

Non-current assets classified as held for sale are measured at the lower of the assets’ previous carrying amounts

and fair values less costs to sell. When the sale of such assets is expected to occur beyond one year, the costs to
sell are measured at their present value.
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Prepaid Lease Payments

Leaschold land that normally has an indefinite economic life and whete title iz pot expected to pass to the lessee
by the end of the lease period is treated as an operating [ease, The payment made on entering into or acquiring &
leasehold interest is accounted for as prepaid lease paymeats at the end of the reporting period. In the case of &
lease of land and buildings, the prepaid lease payments are allocated whenever necessary, between the land
clement and building element of the lease at the inception of the lease in proportion to their relative fair value,

Prepaid lease payments on leasehold land are stated at surrogatc cost less accumulated amortisation and
accumulated impairment losses, if any.

Teasehold land is amortised on a straight-line basis over the remaining terms of the lease ranging from 43 to 87
years.

Investment Properties

Investment properties, which are properties held to eam rentals and/or for capital appreciation, are measured
initially at cost, including transaction cosis, Subsequent to fmitial recognition, investment properties are measured
at fair value, Fair value is arrived by reference to market evidence of transaction prices for similar properties.

Gain or loss arising from changes in the fair values of investment properties is included in the profit or loss in the
period in which they arise. )

Investment properties are derecognised when either they have been disposed of or when the investment properties
are permancotly withdrawn from use and no fature economic benefit is expected from their disposal., Gain or {oss
on the retirement or disposal of an investment property is determined as the difference between the sale proceeds
and the carrying amount of the asset and i3 recognised in profit or loss in the period in which the retivement or
disposal arise.

Investments

Investments in subsidiary companies, which are eliminated on consolidation, and investment in associated
companies, are stated in Qldtown's ﬁnaqcia.l statements at cost less accurmulated impairment loases, if any.

Goodwill/Negative Goodwill

Goodwill acquired in & business combination is initially recognised as an asset and is subsequently measured at
cost less any accumulated impairment losses. Goodwill arising on consolidation represents the excess of cost of
business combination over the Group’s interest in the net fair values of the identifiable assets, lisbilities and

. contingent liabilities recognised of the acquired at the date of the combination,

For the purpose of impairment testing, goodwill is allocated to each of Oldtown Group's cash-generating units
expected to benefit from the synergies of the combination. Cash-generating units to which goodwill has been
allocated are tested for impairment anmually, or more frequently when there is an indication that the unit may be
impaired. If the recoverable amount of the cash-gensrating undt is less than the carrying amount of the unit, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit. Any impainnent

loss is recognised immediately to profit or loss and any impsimment loss recognised for goodwill is mot
subsequently reversed.

On disposal of an entity or operation, the goodwill associated with the entity or operation disposed of is included
in the carrying amount of the entity or operation when determining the gain or loss oz disposal.

Any excess of Oldtown Group’s interest in the net fair value of the ecquiree’s identifisble assets, lisbilities and

contingent liabilities over costs of acquisition (previously known as negative goodwill), after reassessed, is
recopnised immediately to profit or loss.
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Impairment of Assets excluding Goodwill

At the end of each reporting period, Oldtown Group reviews the carrying amounts of their assets (other than
goodwill, investment properties, olher investments, inventories and financial assets, which are dealt with in
their respective policies) to determine if there is any indication that those assets have suffered an impairment
loss. If amy such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any).

Where it is not possible to estimate the recoverable amount of an individual asset, Oldiown Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs, Where a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated to individual cash-generating umits, or
olberwise they are allocaled to the smallest group of cash-generating umits for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs (o sell and value in use. In assessing value in use, the
estimated fotare cash flows are discounted to their present value using a pre-lax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generaling unit) is estimated 1o be less than its camying amount,
the cammying amount-of the asset (or cash-generating unit) is reduced toits recoverable amount. An impairment
loss is recognised immediately in profit or loss,

Where an impairment loss subsequently reverses, the carrying amount of the asset {or cash-generating unif) is
increased to the revised estimate of its recoverable amount, but the increased carrying amount would not excesd
the cammying amount that would have been determined had no impairment loss been recognised for the asset {or
cash-penerating unit) in prior years. A reversal of an impairment loss is recognised imrmediately in profit or
loss.

Inventories

Inventories are valued at the lower of cost and net realisahle value. Cost is determined principally on the "First-
in, First-out™ method.

Costs of trading merchandise, raw materals and packing materials comprise the original purchase price plus
cost incurred in bringing the inventories to their present conditions and location. Costs of finished goods and
wurk-in-progress comprise the cost of direct materials, packing materials, direct labour and an appropriate
proportion of manufacturing overheads. Net realisable value represents the estimated selling price in the
ordinary course of business less selling and disiribulion costs and all other ¢stimated costs to completion,

Provisions

Provisions are recopnised when Oldtown Group and Oldtown has a present legal or constructive obligation as a
result of past events, it is probable that Oldtown Group and Qldtown will be reguired to setile the obligalion,
and a reliable estimate of the amount of the obligation can be made.

The amount recognised as a provision is the best estimate of the consideration required to setile (he present
obligation at the end of the reporling peried, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated 1o settle the present obligalion, its
carmying amount is the present value of those cash flows.

When some or all of the economic benefits required to setlle a provision are expected to be recovered from a
third party, a receivable is recognised as an assel if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

Financial Instruments
Financial assets and financial liabilities are recognised on Oldtown Group’s and Oldtown’s stalement of

Anancial position when Qldtown Group and Oldiown become a party lo the contractual pravisions of the
financial instrament.
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Where the purchase or sale of a financial asset is under a contract whose terms require delivery of the financial

assel within the timeframe established by the market concemed, such financial assets are recognised and
derecognised on trade date.

Financial instruments are initialty measured at fair value, plus transaction costs.
Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a financial instrument and of
allocating interest income or expense over the relevant period. The effective interest rate is the rale that exactly
discounts estimated future cash receipts or payments through the expected life of the financial instrument, or a

shorter period to the net carrying amount on initial recognition. Income and expense is recognised on an
effective intercst basis for debt instmments.

Financial assets
Loans and receivables

Loans and receivables are non-derivalive Anancial assets with fixed or determinable payments that are nol
quoted in an active market. Loans and receivables are measured at amortised cost using the effective interest

method less impairment. Interest income is recognised by applying the effective interest rate, except for short-
term receivables when the recognition of interest wonld be immaterial.

Avaitable-for-sale (“"AFS") financial assets

AFS financial assets are non-derivatives financial assets that are either designated as available-for-sale or are
not classified as loans and receivables, beld-to-maturity investments or financial assets at fair value through
profit or loss (“FVTPL"™). All AFS assels are measured at fair value at the end of the reporting period. Gains
and losses arising from changes in fair value are recognised in other comprebensive income and accumulated in
the investments revaluation reserve, with the exception of impairment losses, interest calculated uvsing the
effective interest method which are recognised in profil or loss. Where the investment is disposed of or is

determined to be impaired, the comulative gain or loss previcusly accumulated in the investments revaluation
reserve is reclassified to profit or loss.

AFS equity investments that do not have a gnoted market price in an active market and whose fair value cannot
be reliably measured and derivatives that are linked to and must be settled by delivery of such unguoted equity
investments are measured at cost less any identified impairment Iosses at the end of the reporting period.

Dividends on AFS equity instrurments are recognised in profit or loss when the Company’s right lo receive the
dividends is eslablished.

Impairment of Financial Assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.  Financial assets
are impaired where there is objective evidence that, as a result of one or more events that gocurred afier the
initial recognition of the finaneial asset, the estimated future cash flows of the investment have been impacted.

AFS investments are considered to be impaired when there is objective evidence that, as a result of one or more
evenls that occurred after the initial recognition of the AFS investments, the estimated future cash flows of the
investments have been affected. For unlisted equity investments classified as AFS, a significant or prolonged
decline in the fair value of the investments below their costs is considered to be objective evidence of
impairment. When an AFS investment is considered to be impaired, cumulative gains or losses previously
recognised in Investments revalnation reserve are reclassified to profit or loss even though the investment has
not been derecognised. Impainment losses of AFS investments previously recognised in profit or loss are not

reversed through profit or loss. Any increase in fair value subsequent to an impairment loss is recognised in
investments revaluation reserve.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s

carrying amouni and the present value of estimated future cash flows, discounted at the original effective
interest rate.
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The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets

with the exception of trade receivables where the carrying amount is reduced through the use of an allowance
account.

When a trade receivable is mncollectible, it is written off against the allowance account. Subsequent recoveries
of amounts previcusly written off are credited to allowance account. Changes in the carrying amount of the
allowance actount are recognised in profit or loss.

Derecognition of Financial Assets

Oldtown Group and QOldtown derecognise a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If Oldtown Group and Oldtown neither transfer nor retain substantially
all the risk and rewards of ownership and continues to control the transferred asset, Oldtown Group and
Oldtown recoguise their retained interest in the asset and an associated liability for amounts it may have to pay.
If Oldtown Group and Oldtown retain substantially all the risk and rewards of ownership of a transferred
financial asset, Oldtown Group and Oldtown continve to recognise the financial asset and also recognise a
Collateralised borrowing for the proceeds received.

Financial liabilities and equity instruments

Classification as debt or equily

Financial liabilities and equity instruments issned by Qldtown Group and Qldtown are classified according to
the sobstance of the contractual arrangements entered into and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of Oldtown Group and
Oldtown after deducting all of their liabilities. Equity instruments are recorded at the proceeds received, net of
direct issue costs. :

Financial liabilities

Financial liabilities of Oldtown Group and Oldtown are classified into the “other financial liabilities™ category.
Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs, and subsequently
measured at amortised cost, using the effective interest method, with interest expense recognised on an effective
vield basis.

Derecognition of Financial Liabilities

Oldtown Group and Oldtown derecognise financial liabilities when, and only when, Oldtown Group’s and
Oldtown’s obligations are discharged, cancelled or expired.

Preliminary Expenses

Preliminary expenses are charged to profit or loss in the financial period in which they are incurred.
Statements of Cash Flows

Oldtown Group and Oldtown adopt the indirect method in the preparation of the statements of cash flows.

Cash equivalents are short-term, highly liquid investments with maturities of three months or less from the date
of acquisition and are readily convertible to cash with insignificant risks of changes in value.
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1.2 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION

UNCERTAINTY
(@)  Crifical judgement made in applying accounting policies

®)

In the application of Oldtown Group’s acconnting policies, which are dwcribéd in Section 1.1 above,

“management is required to make judgements, estimates and assumptions about the carrying amounts of

assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

- The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

There are no significant areas of estimation uncertainty and critical judgements in applying accounting

policies that have significant effect on the accounts recognised in the financial statements.

Key sources of estimation uncertainty

The following are key assumptions concerning the firture, and other key sources of estimation
uncertainty at the reporting period, that have a significant risk of causing a material ad_]ustment to the
carrying amonnts of assets in the next financial year:

(i) Impairment of Property, Plant and Equipment

Oldtown Group assess impairment of assets whenever the events or changes in circumstances

indicate that the carrying amount of an asset may not be recoverable i.e. the carrying amount of
the asset is more than the recoverable amount.

Recoverable amount is measured at the higher of the fair value less cost to sell for that asset and
its value-in-use. The value-in-use is the net present value of the projected future cash flow
derived from that asset discounted at an appropriate disconnt rate. Projected future cash flows
are based on Oldtown Group’s estimates calculated based on historical, sector and industry
trends, general market and economic conditions, changes in technology and other available
-information, Management of Oldtown Group have carried out an impairment review on their
property, plant and equipment and concluded that there is no indication of impairment.

(ii) Estimated Useful Lives of Property, Plant and Equipment

Oldtown Group regularly reviews the estimated useful lives of property, plant and equipment at
the end of each annual reporting period based on factors such as business plan and strategies,
-expected level of usage and fature technological developments. Futnre results of operations
could be materially affected by changes in these estimates brought about by changes in the
factors mentioned above. A reduction in the estimated vseful lives of property, plant and

equipment would increase the recorded depreciation and decrease the value of property, plant
and equipment.

(iii) Recoverability of Receivables

An allowance is established when there is objective evidence that Oldtown Group will not be
able to collect all amounts due according to the original term of receivables. This is determined
based on the ageing profile and collection patterns.
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2.

2.1

OLDTOWN

OLDTOWN - STATEMENTS OF COMPREHENSIVE INCOME

Revenue
Cost of sales

Gross profit

Other income

Directors’ fees

Other operating expenses

Loss from operations
Finance cost - bank charges

Loss before tax
Income tax expense

Loss and total comprehensive loss for the year

attribuiable to owner of Qldtown

Key financial ratios:

Weighted average number of ordinary shares -

of RM1.00 each in issue (units)
Gross profit margin (%)
Basic loss per share (sen)

Effective tax rate (%)

24
272

Note

251
252

FYE FYE FPE
31.12.2010 31.12.2009 31.12,.2008
{12 Months) {12 Months) (13 Months)
RM RM RM
220,000 - .

(156,000) (22,225) -
(107.733) _ (L141,601)  (18,638)
@3,733) (1,163,826 (18,638)
(180) (9 -
@43,913)  (1,163,835) (18,638)
(43,913)  (1,163,835) (18,638)
2 2 2
(2,195,650) (58,191,750} (931,900)
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22

OLDTOWN - STATEMENTS OF FINANCIAL POSITION

ASSETS

Non—current asset
Investment in subsidiary companies

Current assets

Amount owing by subsidiary companies
Other asset - prepaid expense
Current tax assets

Cash and bank balances

Total current assets

Total assets

EQUITY AND LIABILYTIES
Capital and rescrves

Issued capital

Accumulated loss

Capital deficicncy

Current liabilities

Otker payable

Amount owing 1o a director
Total current Liabilities

Total equity and Iiabilities

Key financial ratios:
Net tangible liabilities per share (sen)

Debt-equity ratio (Hmes)

Note

253

2.55

2.5.6
257

25
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31122010 31.12.2009  31.12.2008
RM RM RM
4 - -
522,500 - -
977,826 300 300
5,500 - -
96,064 54,639 -
1,601,890 54,939 300
1,601,894 54,939 300
2 2 2
(1,226,386)  (1,182,473) (18,638)
(1,226,384) _(1,182,471) (18,636)
2,828278 1,237,410 2,000
- - 16,936
2828278 1,237,410 18,936
1,601,894 54,939 300
(61,319,200) (59,123,550)  (931,800)
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2.3 OLDTOWN - STATEMENTS OF CHANGES IN EQUITY

Issued  Accumnlated — Capital

Capital Loss Deficiency
RM RM RM
Balance as of November 30, 2007
{(Date of incorporation) 2 - 2
Total comprehensive loss for the period - (18,638) (18,638)
Balance as of December 31, 2008 2 (18,638) (18,636)
Total comprehensive loss for the year - (1,163,835)  (1,163,835)
Balance as of December 31, 2009 2 (1,182,473) (1,18-2,4‘?1)
Total comprebensive loss for the year - (43,913) (43,913)
Balance a3 of December 31, 2010 2 (1,226,386)  (1,226,384)

24 OLDTOWN - SUMMARISED STATEMENTS OF CASH FLOWS

¥YE FYE FPE
31.12.2010  31.12.2009 31.12,2008
(12 Months) (12 Months) (13 Months)

Note  RM RM RM
Net Cash Generated From/(Used In)

Operating Activities 564,109 71,575 (16,938)
Net Cash Used In Investing Activities (522,504) - -
Net Cash (Used In)/Generated From

Financing Activities (180) (16,936) 16,936
NET INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTS 41,425 54,639 @)
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 54,639 - 2
CASH AND CASH EQUIVALENTS

AT END OF YEAR 2.5.9 96,064 54,639 -

26
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1.5

2'5 .1

252

2,53

2.54

OLDTOWN - NOTES TO THE FINANCIAL STATEMENTS

LOSS BEFORE TAX
FYE FYE FPE
31122010 31122009 31.12,2008
(12 Months) (12 Months) (13 Months)
RM RM RM
Listing fee recovered 220,000 - -
Listing expenses (60,253)  (1,076,705) (10,500)
Audit fee (1,500) (2,500) (1,000)
Preliminary expenses written off - - (3,784)
INCOME TAX EXPENSE

No income tax expense was charged to the financial statements in the cwurent and previous financial
years/period as Oldtown has not commenced business operations.

INVESTMENT IN SUBSIDIARY COMPANIES
31122010  31.12.2009 31.12.2008

RM RM RM
Unguoted equity shares, at cost 4 - -
The subsidiary companies are a3 follows:
Effective
Equity Interest
Country of  31.12,2010 31.12.2009 31.12.2008
Name of Company Intorporation % % % Principal Activity
Oldtowm Logistics Malaysia 100.00 - - Dormant
Old Town (M) Malaysia 100.00 - - Dormant

On March 4, 2010, Oldtown incorporated the wholly-owned subsidiary company, Oldtown Logistics which
comprising 2 ghares of RM1 each.

On July 7, 2010, Oldtown acquired 100% of the equity interest comprising 2 shares of RM1 each iz Old
Town (M).

RELATED PARTY TRANSACTIONS

The amount owing by subsidiary companies arose from advances granted which are unsecured, interest- free
and repayable upon 'demand,

27
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25

2.54

OLDTOWN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

RELATED PARTY TRANSACTIONS (CONTINUED)

FYE EYE FPE
31.12.2010  31.12.2009  31.12.2008
(12 Months) (12 Months) (13 Months)

RM RM RM

Subsidiary companies
Old Town (M)

Advances granted 515,000 - -
Oldtawn Logistics

Advances granted 13,500 - -

Repayment of advances granted 6,000 - -
Related party
Old Town International

Advances received 1,590,000 500,000 -

28
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

2.5
2.5.7

258

OLDTOWN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
AMOUNT OWING TO A DIRECTOR

Amount owing to a director in 2008 represents unsecured and inlerest-free advances which are repayable
upon demand.

FlNANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

-Categorles of financial instruments

31.12.2910
M
Financial assets
Loans and recejvables - Amount owing by subsidiary companies 522,500

Cash and cash equivalents — cash and bank balances 96,064

Financial Habilitles

Amertised cost - other payables 2,828,278

Financial Risk Management Objectives and Policies

‘Risk management is integral to the whole business of Oldiown. Manggement continually monitors Oldtown’s

risk management process to ensure that an apprapriate balance between risk and control is achieved. Risk

management policies and systems are reviewed regulatly to reflect changes in the market conditions and
Oldiown’s activities. )

There has been no change to Oldtown’s cxposure to these financial risks or the manner in which it manages
and measures the risk.

(a) Credit risk management

The maximum exposire to credit risk in the event that the counterparties fail to perform their obligations
as of December 31, 2010 in relation to each class of recognised financial assets of Oldiown is the
carrying amount of those assets as stated in the statement of financial position

At the end of the reporting date, Oldtown has minimel credit risk exposure as it has not commenced
business operations.

(b) Ligquidity and cash flow risk management

Ultimate responsibility for liquidity and cash flow risks management rests with the Board of Directors,
which has established an appropriate liquidity and cash flow risks management framework for the
management of Cldtown’s short, medium and long-term funding, liquidity and cash flow management
requirements. Oldtown manages liquidity and cash flow risks by obtaining financial support from its
related party to finance daily operations as and when required,

Management is of the view that Oldtown's exposure to liquidity and cash flow risks are minimal as the
continuous financial support from- the related party will be obtained to ﬁnance its ongoing working
capital requirements.

All non~derivative financiat asscts and liabilities are repayable on demand or due within 1 year from the
end of the reporting date,

Oldtown have not committed for agy-derivative financial instruments during the financial year.
fc) Market risk
Oldtown’s exposures to financial risks of changes in foreign currency exchange rates and interest rates

are minimal as Cldiown has not commenced business operations during the current Anancinl year.
Hence, no sensitivity analysis to market risk was disclosed.
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25
2.58

259

2.5.10

OLDTOWN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

(d) Capital risk management

Oldtown manages it capital to ensure that it will be able to continus es a going concern while
maximising the return to sharcholders through the optimisation of the equity balance. Oldtown's overall
strategy remains unchanged from the prior year.

The capital structure of Oldtown consists of issued capital.
Falr Values of Financlal Assets and Financial LiabHitles

The carrying amounts of the financial assets and financial liabilities of Qldtown comprise of cash and cash
equivalents, amount owing by subsidiary companies, other payables and amount owing to a director

approximate their respective fair values due to the relatively short-term maturity of these financial
instruments.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise the following:
31.12.2010 31.12.2009 31.12.2008

RM RM RM
Bank balance 96,064 54,639

SIGNIFICANT EVENTS

On December 28, 2009, the Company entered into Sale and Purchase Agreements (as was supplemented by
letters dated May 24, 2010 and June 11, 2010 respectively, and supplemental agreements dated December 9,
2010 and December 15, 2010 respectively) with the existing shareholders of the following companies for the

acquisition of the issued and paid up ordinary shares of the respective companies for purchase consideration
as follows: .

Purchase Consideration
Tercentage Issuance of new
-acquired Incash  ordinary shares
% RM

OM Town Kopitiam Butterworth 100 8,979,477 5,985,000
Old Town Kopitiam Kuala Lumpur 100 640,810 1,495,000
Emperor’s Kitchen 100 8,177,600 8,176,000
Esquire Chef 100 5,379,000 5,380,000
Dynasty Confectionery 100 1,672,000 2,507,000
Old Town Kopitiam Cheras 100 - 11,911,000
Conneczone 30 - 3,900,000
‘White Cafe 100 - 62,263,998
Gongga Food . 100 - 69,825,000
‘White Cafe Marketing 100 - 21,156,000
Kopitiam Asia Pacific ' 100 - 66,230,000
Oldtown Singapore 100 - 6,676,000
OTK Eatery 40 - 1,101,000

On April 12, 2011, Securilies Commission had granted Oldtown the approval for the proposed listing on the

Main Merket of Bursa Securities. Following the said spproval, Oldtown intends to complete the transfer of
shares before June 2011.

3
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3. ‘WHITE CAFE

31 WHITE CAFE - STATEMENTS OF COMPREHENSIVE INCOME

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008  31.12.2007
Note RM RM RM RM

Revenue 3.51 73,304,338 51,351,827  36,948937 23,818,635
Cost of sales (54,048,265) (36,907,249 (28,221 415) (18,319,463)
Gross profit 19,256,073  14,444578 8,727,522 5,495,172
Other operating income 11,700 226,469 48,523 126,720
Investment revenue 66,487 117,508 49,637 24419
Other gains and (losses) (1,360,350) (321,813) 352,628 (408,444)
Selling and distribution expenses - (5.232,405)  (3,521,240)  (2,348,355) (801,365)
Administrative and general expenses (1,650,756)  (1,384,979)  (1,357,269) (741,005)
Cther operating expenses - - (522,576) (132.000)
Profit from operations 11,050,749 9,560,523 4,950,160 3,567,497
Finance costs 353 (546,601) (256,321) (417,708) {352,250)
Profit before tax 3.54 10,544,148 9,264,202 4,532,452 3,215,247
Income tax expense 3.5.5  (1,766,530)  (2,422,025)  (1,016,225) (644,937)
Profit and total comprehensive

income for the year atiributable

to the owner of White Cafe 8,777,618 6,842,177 3,516,227 2,570,310
Rey financiel ratios:
Weighted average number of

ordinary shares of RM1.00 each in

issue (units) 1,000,000 1,000,000 1,000,000 1,000,000
Gross profit margin (%) 26.27 28.13 23.62 23.09
Basic eamnings per share (sen) 871.76 68422 351.62 257,03
Effective tax rate (%) 20.72 13.66 24.51 25.89
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WHITE CAFE - STATEMENTS OF FINANCIAL FOSITION

3.2

ASSETS

Non-corrent assets

Property, plant and equipment
Prepaid lease paymenls
Investment property

Total non-current assets

Current assets
Inventories
Trade and other recetvables

Amount gwing by holding company
Amount owing by related companies
Fixed deposits, cash and bank balances

Total current assets

Non-current asset
classified as held for sale

Total assets
EQUITY AND LIABILITIES

Capital and reserves
Issued capital
Retained earmings
Total cquity

Non-carrent liabilities
Hire-purchase payables
Borrowings

Deferred tax liabilities
Total non-corrent liabilities
Current liabilities
Trade and olher payables
Hire-purchase payables
Borrowings

Current tax liabilities
Total current liabilities

Non-current liabilities
classified as held for sale

Total liabilities

Total equity and liabilities

Key financial ratios:

Net 1angible assels per share (sen)
Debl-cquity ratio (times)

2010 2009 2008 2007
Note RM RM RM RM
356 7192219 5854742 4,629,764 3 813,665
357 5131455 192486 194,938 197,350
358 1140000 1140000 1,070,000 -

13,463,674 7,187,228 5894702 4,011,055
359 4733924  3,109049 3150079 1,966,896

3.5.10 5668925 4473296  3.649545 2999404
3511 3775053 2379614 1419943 1133943
3511 10,153,145 7442116 4,150,763  2,929.941
3512 4314793 4362823 3119668 964029

28,645,340 21,766,898 15489998 9,994,213

35.13 ; - ] 857,073

28,645,840 21766,898 15489998 10,851 286
42,109,514 28954126 21,384,700 14,862,341

3514 1000000 1,000,000 1,000,000 1,000,000

3515 23211814 16434196 9592019 6075792
24211814 17434196 10,592,019  7,075792

3516 88,039 84,070 126920 280,311
3517 6664375 138L673 1508620 1,139,325
3518  577.000 444000 142000  215.000

7329414 1909743 1777,540 1,634,636

3519 6974634 5766794 3546807  2,815484
3516 23768 37442 153391 127,634
3517 3240012 2963613 4,699,083  2,847.792
355 320872 842338 615860  337.003

10568286 9,610,187  9,015,14F  6,127.913

35.13 - - - 24,000

10,568,286 9,610,187 _ 9,015,141 6,151,913
17,897,700 11,519,930 10,792,681 7,786,549
42,109,514 28954126 21384700 14,862,341
242118 174342 1,059.20 707.58
0.41 0.26 0.61 0.62
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33 WHITE CAFE - STATEMENTS OF CHANGES IN EQUITY
Distribatable
Reserve Total
Issued Retained Shareholders®
Capital Earnings Equity
Note rM RM M
Balance as of Janunary 1, 2007 1,000,000 " 4,016,482 5,016,482
Total comprehensive income for the year - 2,570,310 2,570,310
Dividend F - (511,000) (511,000)
Balance as of December 31, 2007 1,000,000 6,075,792 7,075,792
Total comprehensive income for the year - 3,516,227 3,516,227
Balance as of December 31, 2008 1,000,000 9,592,019 10,592,019
Total comprehensive income for the year - 6,842,177 6,842,177
Balance as of December 31, 2009 1,000,000 16,434,196 17.434,196
Total comprehensive income for the year - 8,777,618 8,777,618
Dividend F - (2,000,000) (2,000,000)
Balance as of December 31, 2010 1,000,000 23211814 24,211,814
34 WHITE CAFE - SUMMARISED STATEMENTS OF CASH FLOWS
FYE FYE FYE FYE
31.12.2010 31.12.2009  31.12.2008  31.12.2007
Note RM RM RM RM
Net Cash Generated From :

Operating Activities 6,973,557 6,204,124 2,831,181 2,944,766
Net Cash Used In Investing Activities (9,916,842) (2,715,340)  (3,354,015) (1,779,094)
Net Cash Generated From/(Used In)

Financing Activities 2,948,016 (2.344,094) 1,292352  (1,320,433)
NET INCREASE/(DECREASE) IN

CASH AND CASH 4,731 1,144,690 769,518 (154,761)
EQUIVALENTS
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 1,671,426 526,736 (242,782) (88,021)
CASH AND CASH EQUIVALENTS
AT END OF YEAR 3521 1,676,157 1,671,426 526,736 (242,782)
34
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3.5

3.35.1

3.5.2

3.5.3

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS

REVENUE

Manufacturing sales

OPERATING COSTS APPLICABLE TO REVENUE

Changes in inventories of finished
goods and work-in-progress
Raw materials and consnmables used
Employee benefit expenses
Directors’ remuneration:
- salaries and bonuses
- EPF contributions
Depreciation of
property, plant and equipment
Amortisation of prepaid lease payment
Other (gains) and losses
Other operating expenses

Estimated monetary value of benefits-in-
kind received by directors otherwise
than in cash

FINANCE COSTS

Interest on:
Term loans
Bankers’ acceptances
Bank overdrafis
Hire-purchase
Bank charges and commission

Note

356
3.5.7

FYE FYE FYE FYE
31122010 31122009  31.12.2008  31.12.2007
RM RM RM RM
73,304,338 51351827 36,948,937 23,818,635
FYE FYE FYE FYE
31122010 31122009 31122008  31.12.2007
RM RM RM RM

(503,810) (900,300)  (192,320) 188,902
50,840,961 35,322,209 26448463 16,487,982
2,427,496 1583290 1,124,560 847,450

135,310 95,450 66,000 69,990
14,916 10,020 6,480 7,692
754,672 576,291 635,139 568,322
86,205 2,452 2,452 2,452
1,360,350 321813 (352,628) 408444
7,175,176 5124056 4358841 13821043
62,291,776 42,135,281  32,096987 20,402,277

FYE FYE FYE FYE
31122010 31122009 31122008  31.12.2007

RM RM RM RM
- - 6,600 11,100

FYE FYE FYE FYE
31122010 31122009 31122008  31.12.2007

RM RM RM RM
386,925 84,363 94,518 92,629
74,906 84,628 139,479 134,077
43,552 39,061 38,731 22,976
5,510 15,113 42,797 32,319
35,708 73,156 102,183 70,249
546,601 296,321 417,708 352,250

35
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G. HISTORICAL FINANCIAL INFORMATION {CONTINUED)

3.5 WHITE CA¥E - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.54 PROFIT BEFORE TAX
Profit before tax has been arrived at after crediting/(charging):

FYE FYE FYE FYE
31122010 31.12,2009  31,12.2008  31.12.2007
RM RM RM RM
Grant received - 127,044 41,083 -
Foreign exchange gain/(loss):
- Realised {1,378,062) (281,858) 48,146 (268,825)
- Unrealised (59,238) (109,955) 186,556 (139,619)
Interest income from fixed deposits 20,887 71,908 33,384 24,419
Rental income;
Investment property (Note 3.5.8) 45,600 45,600 16,303 -

Others 11,100 7,000 - -
Net gain from fair value adjustments

of investment property - 70,000 60,000 -
Gain on disposal of asset held for sale - - 52,927 -
Gain on disposal of property, plant and equipment 76,950 - 4,999 -
Audit fee:

- Current year (20,000) (36,000) (25,000) (18,000)
- Prior year - - 1,860 -
Rental of:

- Billboards (301,875) (126,944) (74,181) (36,929)

- Factory (66,720) (10,400) - -

- Hostel (15,765) (7,700) (5,200) (7,350)
Property, plant and equipment written off - - (522,576) (132,000)
Allowance for doubtful debts - - (80,110) -
Bad debts written off - (9,330) - -
Included in employee benefits expenses of White Cafe are the following:

FYE FYE FYE ¥YE
31.12.2010  31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Contributions made to EPF 136,697 110,886 82,884 64,668
355 INCOME TAX EXPENSE
FYE FYE FYE FYE
31122010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Income tax comprises:
Current tax expense in respect of the 2,018,534 1,963,000 800,000 669,000
current year
Adjustments recognised in the current year in
relation to the income tax of prior years (385,004) 157,025 313,225 (7,163)
1,633,530 2,120,025 1,113,225 661,837
Deferred tax (income)/expense relating to
origination and reversal of teraporary .
differences 166,000 184,000 36,000 (16,500)
Adjustments recognised in the current year in

relation to the deferred tax of prior years (33,000) 118,000 (133,000) -

{Note 3.5.18) 133,000 302,000 (97,000) 16,900)
1,766,530 2,422,025 1,016,225 644,937
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3.5

3.5.5

WHITE CAFE - NOTES TO THE FINANCYAL STATEMENTS (CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The statutory income tax rates for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies with a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is

. applicable for chargeable income of up to RM500,000. However, with effect from year of assessment 2009,

this preferential tax rate will no longer be applicable for companies that controls or being controlled
directly or indirectly by, or are related to another company which has a paid-up ordinary share capital of
more than RM2,500,000. As a result, income tax rate of White Cafe has also been revised accordingly.

The expense for the year can be reconciled to the accounting profit as follows:

Profit before tax

Income tax expense calcnlated at 25%
(31.12.2009: 25%; 31.12.2008: 26%
and 31.12.2007: 27%)
Tax effects of:
Expenses that are not deductible
in determining taxable profit
Income that are not taxable
in determining taxable profit
Expenses available for double deduction
Reinvestment allowance utilised
Adjustment for deferred tax due to
change in incoine tax rates
Unrecognised temporary differences
in prior year
Effect of diffcrence in tax rate applicable to
small and medium scale companies
Adjustments recognised in the current year
in relation to the taxes of prior years:
lncome tax
Deferred tax

Income tax expense for the year

Current tax liabilities

Income tax payable

FYE FYE FYE FYE
31122010 31122009 31122008 31.12.2007
RM RM RM RM
10,544,148 9264202 4532452 3215247
2.636,000 2316000 1,178,000 868,000

175,534 140,000 294,000 78,000
- (49,000) (28,000) -
(387,000) - (352,000) -
(240,000)  (260,000)  (218,000)  (261,000)
3 - @,000)  (11,000)
. - - 13,100
- - (30,000)  (35,000)
(385,004) 157,025 313225 (1,163)
(33.000) 118,000  (133,000) :
1766,530 2,422,025 1016225 644,937
31122010 31122009  31.12.2008  31.12.2007
RM RM RM RM
329 372 842,338 615860 337,003
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[ Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAYL INFORMATION (CONTINUED)
35 WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
356 PROPERTY,PLANT AND EQUIPMENT (CONTINUED)

Factory buildings of White Cafe are charged to certain local licensed banks for facilities granted to White
Cafe as mentioned in Note 3.5.17.

Included in property, plant and equipment of White Cafe are fully depreclated asscts which are still in use,

‘with the following cost:
31122010 31122009 31.12.2008  31.12.2007
RM RM RM RM
Plant and machinery 87,000 - - -
Motor vehicles 64,572 64,572 64,572 64,572
151,572 64,572 64,572 64,572

The carrying amounts of assets under hire-purchase arrangement are as follows:

31.12.2010  31.12,2009  31.12.2008  31.12.2007

RM RM RrM M
Plant and machinery - 237,180 31 5,630 360,720
Motor vehicles 117,889 43,000 86,001 129,001

117,889 280,180 401,631 489,721

3.5.7 PREPAID LEASE PAYMENTS
Long-term leasehold land
31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM RM RM RM .
At cost
At beginning of year 203,520 203,520 203,520 -
Additions 5,025,174 - - -
Effects of adoption of FRS 117 - - - 203,520
At end of year 5,228,694 203,520 203,520 203,520
Accmmunlated amortisation
At beginning of year 11,034 8,582 6,130 -
Effects of adoption of FRS 117 - - - 3,678
Amortisation for the year 86,205 2,452 2,452 2,452
At end of year 97,239 11,034 8,582 6,130
Carrying amonnt 5,131,455 192,486 194,938 197,390

Leasehold 1and of White Cafe is charged to certain local licensed banks for facilities granted to White Cafe
as mentioned in Note 3.5.17.

40
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION {CONTINUED)

3.5

358

3.59

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INVESTMENT PROPERTY
Long-term
leasehold land
and building
RM

At fair valoe:
As of Yanuary 1, 2008 -
Additions 1,010,000
Net gain from fair value adjustment recognised in profit or loss 60,000
As of December 31, 2008 ’ 1,070,000
Additions -
Net gain from fair value adjustment recognised in profit or foss 70,000
As of December 31, 2009 1,140,000
Additions -
As of December 31, 2010 1,140,000

The fair value of the property was estimated based on valnation by an independent professionally qualified
valuer. Valuation was arrived at by reference to market evidence of transaction prices for similar properties.

The investment property was charged to a local licensed bank for banking facilities granted to White Cafe as
mentioned in Note 3.5.17.

The rental income and direct operating expenses arising from the investment property of White Café, all of
which are leased out under operating leases, are as follows:

FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008  31.12.2007
Note RM RM RM RM
Rental income 354 45,600 45,600 16,303 -
Direct operating expenses 5,080 5,080 5,080 -

There are no contractual obligations for future repairs and maintenance on the investment property of White
Cafe..

INVENTORIES
31122000 31122009 31122008  31.12.2007
RM RM 'RM RM
Raw materials 2,397,886 1295000 2,134,141 1,122,829
Packing materials 396,526 378,347 480,536 500,985
Work-in-progress 136,996 136,735 150,243 28,901
Finished goods 1,802,516 1,298,967 385,159 314,181

4,733,924 3,109,049 3,150,079 1,966,896
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

35

3.5.9

3.5.10

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INVENTORIES (CONTINUED)
The cost of inventories of White Cafe recognised as an expense during the year was as follows:
FYE FYE FYE FYE
31.12.2010  31.12.2009 31122008  31.12.2007
RM RM RM RM
Cost of inventories 54,048,265 36,907,249  28,221415 18,319,463
TRADE AND OTHER RECEIVABLES
31.12.2010 3112.2009 31.12.2008 31.12.2007
RM RM RM RM
Trade receivables 4,296,265 3,746,088 3,652,079 2,744271
Allowance for doubtful debts - - (80,110) -
4,296,265 3,746,088 3,571,969 2,744,271
Other receivables 90,072 101,776 15,503 -
Refundable Deposils 43,930 614,094 20,580 21,080
Loans and receivables 4,430,267 4,461,958 3,608,052 2,765,351
Prepaid expenses - 11,333 41,493 11,338
Advance payment for acquisition of:
Plant and machinery 1,238,658 - - -
Imvestment property - - - 101,000
Commercial land - - - 121,715
5,668,925 4,473,296 3,649,545 2,999,404
The currency profile of trade receivables is as follows:
31.12.2010 31.12.2009  31.12.2008 = 31.12.2007
RM RM RM RM
United States Dollar ’ 3,538,461 3,404,326 2,961,798 2,592,783
Singapore Dollar ' 743,724 299,546 - -
Ringgit Malaysia 14,080 42,216 690,281 151,488
4,296,265 3,746,088 3,652,079 2,744,271

Trade receivables comprise amounts receivable for the sale of goods. Certain trade transactions were on
cash terms and credit period for remaining non-interest bearing irade transactions ranged from 30 to 60
days. An allowance has been made for estimated irrecoverable amounts of trade receivables of RMR0,110

in 2008 based on the default experience of White Cafe,

Included in trade receivables of White Cafe as of December 31, 2010 are receivables with total carrying
ameunt of RM1,290,256 which are past due at the reporting date for which White Cafe has not provided
for impairment loss. White Cafe does not hold any collateral over these balances nor does it have a legal
right of offset against any amounts owed White Cafe {o the counterparty.

42
290



| Company No: 797771-M |

10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

3.5
3.3.10

3511

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
TRADE AND OTHER RECEIVABLES (CONTINUED)

Ageing of trade receivables which are past due but not impaired as at the reporting date;
31.12.2010

RM
Within 30 days 898,394
31 - 60 days

391,862

1,290,256
Average age (days) 22

White Cafe seeks to maintain strict control over its oulstanding trade receivables and has a credit period
policy to minimise credit risk. Overdne balances are reviewed regularly by management. White Cafe has not
provided for impairment loss on trade receivable accounts that are past due as there has not been a
significant change in credit quality and the amonnts are still considered recoverable.

Other receivables of White Cafe in 2010 and 2009 comprise mainly stakeholder sum held by a solicitor in
relation to the legal suit claim which has not been received by White Cafe.

Transactions with related parties are disclosed in Note 3.5.11.

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS

The amount owing by holding companmy arose mainly from management fee and advances which are
unsecured and interest free. The amounts owing are repayable upon demand and have therefore been
classified as current assets.

31.12.2010 31122009 31.32.2008 31.12.2007

RM RM RM RM
Amount owing by related companies consist of; :
Trade acoonnt 6,598,374 5542402 3,056,965 2,662,817
Non-trade account 3,554,771 1,899,714 1,093,793 267,124

10,153,145 7,442,116 4,150,763 2,929,941

The trade balances owing by related companies are subject to the normal trade terms. The balances of non-
trade nature are nnsecared, interest-free and repayable upon demand.

During the financial year, significani related party transactions are as follows:

FYE FYE FYE FYE
31.12.2010 31122009 31.12.2008 31.12.2007
RM RM RM RM
Holding company
Dividend payable/paid 2,000,000 - - 511,000
Advances granted 1,760,000 1,310,000 484,000 1,149,998
Management fees paid/payable 348,000 348,000 348,000 180,000
Repayment of advances granted - - 198,000 231,525
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10. ACCOUNTANTS’ REPORT

G. HISTORICAYL FINANCIAL INFORMATION (CONTINUED)
35 WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.5.11 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31122010 31.122009 31.12.2008 31.12.2007
RM RM M RM
Related companies
Gongga Food
Trade sales 4283589 3,296,945 2,867,782 1,183,036
Advances granted 1,350,000 1,400,000 315,000 -
Repayment of advances granted - - 315,000 -
Kopitiam Asia Pacific
Advances granted 1,000,000 - 1,000,000 8,000
Repayment of advances granted 200,000 - 500,000 130,000
Sale of property, plant and emnpmmt - - 5,000 -
Purchases of goods 1,000 - 140 -
Old Town Kopitinm
Advances granted - - - 120,000
Repayment of edvances granted - - - 280,000
White Cafe Marketing
Trade sales 30,026,968 22,039,925 17,522,360 11,462,645
Rentel] received/receivables 12,000 7,000 - -
Rental deposits received - 2,500 - -
Other related parties
Dynasty Confectionery
Rental received 45,600 45,600 16,303 -
Esquire Chef
Laboratory fes received 26,400 - - -
Old Town Industries Sdn. Bhd.
Purchase of property, plant and equipment - 1,084,594 - -
Advances granted - 545,000 775,130 16,398
Repayment of advances granted - - 200,000 -
. Advanced City Limited .
Trade sales

- - - 5,472,624

The relationships of the related parties with Oldtown group of companics are disclosed in Chapters 5 and 7 of
the Prospectus of OQldtown,

The outstanding balances arising from the non-trade transactions above are as follows:

31.12.2010 31122009 31.12.2008 31.12,2007

RM M RM RM
Other receivables

Dynasty Confectionery ; 11,703 15,503 -
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

3.5
3.5.11

3.5.12

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)
Compensation of key management personnel

The remuneration of directots is disclosed in Note 3.5.2. The remuneration of key management personnel of
White Cafe during the financial year are as follows:

FYE FYE FYE FYE
31.12.2010  31.12.2009 3L12.2008 31.12.2007
RM RM RM RM
Salaries, bonuses and allowances 123,600 94,850 71,550 64,800
EPF contributions 14,688 11,064 8,592 7,776
138,288 105,914 80,142 72,576
Estimated monetary value of benefits-in-kind
received and receivable otherwise in cash 8,466 - 3,011 2,885 -

FIXED DEPOSITS, CASH AND BANK BALANCES

31.12.2010 31122009 31.12.2008 31.12.2007

RM RM RM RM
Fixed deposits with licensed banks 2,030,857 2,011,397 1939489 906,105
Cash on hand and at banks 2,283,936 2351426 1,180,179 57,924

4314793  4362,823 3119668 964,029

The effective interest rates per annum and maturity periods for fixed deposits of White Cafe are as follows:

31.12.2010 31.12.2009  31.12.2008  31.12.2007

Effective interest rate (%) 24910270 2.701t03.70 3.52103.70 3.701t03.88
Maturity period (days) 365 180to 360 180 to 360 90 10 360

The currency profile of fixed deposits, cash and bank balances are as follows:

31.12.2010 31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
Ringgit Malaysia 3,790,778 4,356,847 2364372 964,029
United States Dollar 524,015 5976 755296 -

4314793 4,362,823 3,119,668 964,029

Fixed deposits of White Cafe are pledged to local licensed banks for bank overdraft and other credit facilities
granted to White Cafe as disclosed in Note 3.5.17.

Included in fixed deposits are amounts held in trust by a director of the holding company as follows:

31,12.2010 31122009 31.12.2008 31.12.2007
RM RM RM RM

Cartying amounts - 80,291 80,291 77,561

The fixed deposits held in trust by a director were transferred to White Café during the financial year ended
December 31, 2010.
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ACCOUNTANTS'’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

3.5
3.5.13

35.14

3.5.15

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

NON-CURRENT ASSETS/LIABILITIES CLASSIFIED AS HELD FOR SALE

In 2007, a property was presented as an asset held for sale following the commitment of management of Whits
Cafe to sell the building due to the relocation of ifs business. A sale and purchase agreement was signed on
Qctober 23, 2007. The assets and liabilities classified as held for sale were as follows:

31122010 31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Asset classified as held for sale )
Property:
Cost - - - 971,340
Accumulated depreciation - - - (114,267)
- - - 857,073
Liability classifled as held for sale
Deferred tax liability (Note 3.5.18) - - - 24,000

As disclosed in Note 3.5.17, the asset classified as held for sale was charged to a licensed baok for term loan
and other credit facilities granted to White Cafe in 2007,

SHARE CAPITAL

31122019 31.12.2009  31.12.2008 31.12.2007

RM RM RM RM

Authorised: _ .
5,000,000 ordinary shares of RM1 each 5,000,000 5,000,000 5,000,000 5,000,000
Issued and fully péid:
1,000,000 ordinary shares of RM1 each 1,000,000 1,000,000 1,000,000 1,000,000
RETAINED EARNINGS

In accordance with the Finance Act, 2007, the single tier income tax system became effective from the year of
assessment 2008. Under this system, tax on profit of a company is a final tax, and dividends paid are
exempted from tax in the hands of the shareholders. Unlike the previous imputation system, the recipient of
the dividend would no longer be able to claim any tax credit.

Companies without Section 108 tax credit balance will automatically move to the single tier income tax system
on January 1, 2008. However, companies with such tax credits are given an irrevocable option to elect for the
single tier tax system and disregard the tax credit or continue to use the tax credits under Section 108 account
to frank the payment of cash dividends on ordinary shares for a period of 6 years ending December 31, 2013
or util the tax credits are fully utilised, whichever comes first. During the transitional period, any tax paid will
not be added to the Section 108 account and any tax credits utilised will reduce the tax credit balance. Al
companies will be in the new system on January 1, 2014.

As of December 31, 2010, White Cafe has not opted to disregard the Section 108 tax credit balance in
accordance with the Finance Act, 2007. White Cafe may utilise the Section 108 tax credit balance, which has
been frozen as of December 31, 2007, to frank dividend payments during the six-year transitional period.
Based on the prevailing tax rate applicable to dividend, White Cafe has sufficient Section 108 tax credit and
tax-exempt account to frank dividends amounting to RM2,851,000 out of its retained earnings as of December
31, 2010. If the balance of the retained eamnings of RM20,361,000 were to be distributed as dividends, White
Cafe would switch to a single tier tax system and the balance of the dividends would be single tier dividend.

294



g6¢

Ly

-sjuawsguene sseyaand-ainy opun Juswdmbs pue juerd ‘Aredord si1 Jo urerras axnboe 07 aye) sy Jo Aompod o1 5111

11£'082 0T6°9T1 0L0'Y8 6£0'88
- - - LY
- - - 99Y°LT
90F'1€ 90b 1€ Z0£9T EL1°9T
815'6T 81562 ¥£8°67 0£6'vZ
LI9LT LI9'LT vE6°LT -
6LE'RE 6LE'8E - -
16€'€ST - - -
WA Wd N | o) |

LOOTIT'IE 8OOTTI'IE 600ZTI'IE

010TITIE

S10T
P10
€107
(AL
1102
0102

6002
:Surpus sreaf [eIoURUT]

:smoTjor se s]qededar st uorpod Juarma-uou A f,

wopIod JUSHIN-UON

(S2pIIqelf JAIMD ISPUN UMOLS) SYIUOL 7] UM NP JUNOUTY (SS9

11£°082 0z6°9TI 0L0PS8 6£0'88

(peo’Lzr)  (16€esT)  (Tpt'Le)  (89L%7)

Sh6'LOP 11£'082 TI8121 LOBTTIT S6'LOY 11£°082 TIs1Z1 LOB'TTT
- - - - (zze'el)  (smof)  (Tio'sn) (682°21)

SPe'LOY 11£08¢ TIs‘1en LOS'TIT LOF18Y 9£0'11¢ PTTLET 960771

90t 1€ - - - ot TE - - -

16L°8TT 0T6°9T1 0L0'p8 6£0'88 009°8LT TES'THT ¥76'16 556

ShL'Lb] 16€°€51 Trr'LE 89L'€T TEV°0LT 05891 00Z'st . 7987
fripid g 1t g g | it | Wy e |

LOOT'TL'IE 8OOT'TI'IE GOOTZI'IE OTOTTI'IE

A——oseidnd-2.01y WNHHm JO INJEA JUISAJ — 4—— sloatmAed aseyamd-201 WREnA —»

sjuamied

LOOT'ZI'TE S00TTT'IE . 6O0T'TT'IE (IOTII'IE

seo1qeded aseyamd-aary Jo onpeA JussaIg
soSIeyd souBul oMmN, (S5¥]

SIE9A DA UBT) IO

SAISTOUL J834 QYT 0] PUOSSs SN uy

IeoA U0 UTQIIM
suauredierte sseydmd-ammy tapun ojqeded symomry

SHTAVAVd HSVHOUNA-THIH TS

(TANNIINOD) SINTIWALVLS TVIONVNIE THL OL SALON - AIVD ALTHM St

(QANNIINOD) NOLLYINOANI ‘TYIONVNIA TVOTHOLSIH D

1¥0d38 SINVLINNODIV 01

[ W-12226Z :ON Aueduio |




| Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
3.5 WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3,5.16 HIRE-PURCHASE PAYABLES (CONTINUED)

The terms for hire-purchase and average effective borrowing rates per annum are as follows:

FYE FYE ¥YE FYE
31122010 31.12.2009 31.12.2008  31.12.2007
Terms (years) 5 3107 3107 3to7
Average effective financing rates (%) 7.00 7.73 8.63 8.63

Interest rates are fixed at the inception of the hire-purchase arrangements.

Hire-purchase payables of White Cafe are secured by the assets under hire-purchase and guaranteed by a
director of White Cafe,

The fair values of White Cafe’s hire-purchase payables are approximately equal to their carrying amounts.

3.5.17 BORROWINGS

31.12.2010  31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
Secured: .
Bankers® acceptances 1,865,000 2,177,000 3,953,000 2,477,000
Term loans 7,431,608 1,488,286 1,601,260 1,209,411
Bank overdrafts 607,779 680,000 653,443 300,706

9,904,387  4,345286 6,207,703 3,987,117

Less: Amount due within 12 months
(shown under current Liabilities) (3,240,012) (2,963,613)  (4,699,083) (2,347,792)

Non-current portion 6,664375  1381,673 1,508,620 1,139,325

The non-current portion is repayable as follows:

31.12.2010 31.12.2009  31.12.2008  31.12.2007

RM RM RM RM

Financial years ending:
2009 - - - 71,371
2010 - - 106,978 76,488
2011 - 72,761 69,642 29,273
2012 792,753 66,564 68,480 31,352
2013 833,433 70,216 72,612 33,578
2014 876,336 74,074 76,994 35,962
2015 921,592 78,149 81,641 38,516
2016 and above 3,240261 1,019,909 1,032,273 822,785

6664375 1381673 1,508,620 1,139,325
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ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

3.5

3517

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
BORROWINGS (CONTINUED)
Total term loans and other facilities of White Café with local licensed banks are as follows:

31122010 31.12.2009 31.12.2008  31.12.2007
RM RM M RM

Total approved Jimits 25709000 25,083,000 6768000 6,517,000

The abgve facilities are secured by:

i} Fixed lepal charge over the leasehold land and buildings of White Cafe as mentioned in Notes 3.5.6,
3.5.7,3.58and 3.5.13;

iiy Pledpe of fixed deposits as disclosed in Note 3.5.12;

iif) A stamped facilities agreement of RM5.858 million; and

. iv) Joint and several guarantees by the holding company and all the directors of White Cafe.

White Cafe has six (6) term loans that are repayable as follows:

1) 120 monthly instalments of RM4,230 each commencing October 2000;

ii) 60 monthly instalments of RM2,011 each commencing July 2003 which has been fully settled in 2008;
iif) 240 monthly instalments of RM8,284 each commencing March 2006;

iv) 180 monthly instalments of RM3,393 each commencing October 2008;

v) 84 monthly instalments of RM58,051 each commencing April 2010; and

vi) 120 montbly instalments of RM?28,451 each commencing May 2010,

The effective interest rates per annum are as follows:

FYE FYE FYE FYE
31.12.2010 31122009 31.12.2008  31.12.2007
% % % %
* Bank overdrafis 690-780 615-705 7.75-850 7.75-8.50
Term loans 430-805  6.15-705 735-9.50 735-825
Bankers” acceptances 443-445 221-367 4.67-595 475-6.18

In 2007, White Cafe breached one of the loan covenants which stipulated that White Cafe shall not declare
or make any payment to its shareholders by way of dividends without the consent of the lending bank during
the tenure of the facility. No action was taken by the lending bank as of the date of this report.

The fair values of White Cafe's bank borrowings approximate their carrying amounts.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

3.3

3.5.18

3.5.19

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DEFERRED TAX LIABILITIES

At beginning of year

Recognised in profit or Ioss (Note 3.5.5)
Inclnded in asset held for sale (Note 3.5.13)

At end of year

The deferred tax Liabilities are in respect of the following:

Tax effects of temporary differences arising

from:
Property, plant and equipment
Trade receivables
Unabsorbed tax capital allowances

TRADE AND OTHER PAYABLES

‘Trade payables

Other payables

Accrued expenses
Refundable deposits received

31.12.2010 31.12.2009 31.12.2008 31,12,2007
RM RM RM RM
444,000 142,000 215000 255,900
133,000 302,000 (97,000)  (16,900)

- - . 24,000 (24,000)
577,000 444,000 142,000 215,000

31.12.2010 31122009 31.12.2008 31.12.2007
RM RM RM RM
576,000 425,000 142,000 215,000

13,000 19,000 - -
(12,000) - - -
577,000 444,000 142,000 215,000

31.12.2010 31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
5586457 4192273 2,416,595 2,499,389

815,246 1,070,439 742472 -
559,831 490,982 377,140 225,095
13,100 13,100 10,600 91,000
6,974,634 5766794 3546807  2,815484

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The credit
terms granted to White Cafe for trade purchases ranged from 30 days to 60 days. No interest is charged on
outstanding balance on the trade payables. White Cafe has financial risk management policies in place to
ensure that all payables are paid within the credit timeframe.

‘ The amounts owing to other payables are unsecured, interest-free and repayable upon demand.

The currency profile of other payables is as follows:

Ringgit Malaysia
United States Dollar
Singapore Dollar
Hong Kong Dollar
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31122010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
684,566 1,001,157 685,465 -
130,680 69,282 - .

- - 51,947 -
- - 5,060 -
815246 1,070,439 742,472 -
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35
3.5.20

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Categories of financial instruments

31.12.2010
RM
Financial assets
Loans and receivables: . :
Trade and other receivables 4,430,267
Amount owing by helding compamy 3,775,053
Amount owing by related companies 10,153,145
Cash and cash equivalents - fixed deposits, cash and bank balances 4,314,793
Financial liabilities
Amortised cost:
Trade and other payables 6,974,634
Hire purchase payables ' 111,807
- Borrowings 9,904,387

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of White Cafe. Managcment continually monitors White
Cafe’s risk management process io ensure (hat an appropriate balance between risk and control is achieved.
Risk management policies and systems are reviewed regularly to reflect changes in the market conditions
and White Cafe’s activities. :

There has been ne change to White Cafe’s exposure to these fnancial risks or the manner in which it
manages and measures the risk,

{a) Credit risk management

The maximum exposure to credit risk in the event that the counterparties fail to perform their
obligations as of December 31, 2010 in relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the statement of financial position.

At the end of the reporting date, White Cafe is subject to significant concentration of credit risk as 71%
of trade receivables are receivable from the top 3 cusiomers. Majority of these amounts have been
received since December 31, 2010.

(b)) Liguidity and cash flow risks management

Ultimale responsibility for lignidity and cash flow risks management rests with the Board of Directors,
which has established an approprate liquidity and cash flow risks managemcnt framework for the
management of the White Cafe’s short, medium and long-termn funding and liquidity and cash flow
management requircments. White Cafe manages liquidity and cash flow risks by maintaining adequate
reserves and banking facilities by continuously monitoring forecast and actual cash flows and matching
the maturity profiles of financiat assels and financial liabilities.

Management is of the view that White Cafe’s exposure to liquidity and cash flow risks are minimal as
White Cafe has sufficient funds to finance its ongoing working capital requirements,

The maturity profile for the non-derivative financial assets/liabilities of White Cafe at the reporting date

based on the undiscounted cash flows of the respective fnancial assets/liabilities representing the
carliest date on whieh White Cafe is-entitled to receive/required to pay, is as follows:
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G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
35 WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
3,520 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

(CONTINUED)
On demand
or within Oneyearto Over five
one year five years years Total
RM RM RM RM

Nonp-derivative financial assets:

Trade and other receivables 4,430,267 - - 4,430,267

Amount owing by holding company 3,775,053 - - 3,775,053

Amount owing by relaled companies 10,153,145 - - 10,153,145

Fixed deposits, cash and bank balances 4,314,793 - - 4314793
Total nndiscounted '

- non-derivative financial assets ' 22,673,258 - - 22,673,258
Non-derivative financial liabilities:

Trade and other payables 6,974,634 - - 6,974,634

Hire-purchase payables 23,768 33,039 - 111,807

Bormowings 3,240,012 3424114 3240261 9,904,387
Total vndiscounted

nou-dervative financial liabilities 10,238 414 3,512,153 3,240,261 16,990,828
Tolal net undiscounted

non-derivative financial assets/(liabilities) 12,434,844 (3,512,153} (3,240,261) 5,682,430

White Cafe has not committed to any derivative financial instraments during the financial year ended
December 31, 2010,

(c) Market risk

White Café's activities expose it primarily to the financial risks of changes in foreign currency
exchange rafes and interest rates.

There has been no change 10 White Cafe’s exposure to market risks or the manner in which these risks
are managed and measured.

(i} Foreign currency risk management

White Cafe is exposed to the effects of foreign currency exchange rate fluctuation primarily in
relation to the United States Dollar (“USD™) and Singapore Dollar (“SGD™) arising from norral
trading and investment activities. Exposure 1o foreign currency risk is monitored on an ongoing
basis and White Cafe endeavours to kecp the net exposure at an acceptable level.

The carrying amounts of While Cafe’s foreign currency denominaled monetary assets and
monetary liabilities at the end of (he reporling date are as follows:

Ushb SGD
Trade and other receivables 3,538,461 743,724
Fixed deposits, cash and bank balances 524,015 -
Trade aod other payables 130,680 -
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
3.5 WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3520 FINANCIAL msmmms. FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

Foreign currency sensitivity analysis

The following table details White Cafe’s sensitivity to a 3% increase and decrease in RM against
the relevant foreign currencies. 3% is the sensitivity rate used when reporting foreign carrency risk
internally {c key management personnel and represents manapement’s assessment of the reasonable
possible change in foreign exchanpe rates. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts their translation at the period end for a
3% change in foreign currency rates. A positive number below indicates an increase in profit and
other equity where RM strengthens 3% against the relevant cusrency. For a 3% weakening of RM
against the relevant cusrency, there would be a comparable impact on the profit and other equity,
and the balances below would be negative,

31.12.2010

Changes  FProfit before tax

Yo M
usD +3 641,936
SGD ' +3 22,315

(i) Interest rate risk management

Interest rate risk is the risk that the fair value or future cash flows of White Cafe's financial
instruments will fluctuate becanse of changes in market interest rates. White Cafe’s exposure to
interest risk arises primarily from their loans.

Interest rate risk sensitivity analysis

As of December 31, 2010, if interest rates had been 100 basis points lower/higher, with all other
variables beld constant, White Cafe’s profit net of tax would have been RMZ20,394 lower/higher
arising mainly as a result of lower/higher interest expense on floating rate borrowings. The

- assumed movement in basis points for interest mte sensitivity analysis is based on the currenlly
observable matket environment.

{d) Capital risk management

‘White Cafe manages its capital to ensure White Cafe will be able to conlinue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and cquity balance. White
Cafe’s overall strategy remains unchanged from 2009,

The capital structure of White Cafe consists of net debts and equity of White Cafe. White Cafe is not
subject to amy externally imposed capital requirements.

Fair Values of Financial Assets and Financial Liabilities

The fair value of long-term financial assets and liabilities are determined by the present value of future cash
flows estimated and discounted using the current interest rates for similar instruments at the end of the

Teporling date, There is no material difference between the fair values and carrying values of these assets
and liabilities as of the reporting date.

The carrying amounts of cash and cash equivalents, trade and other receivahles, trade and other payables
and inter-company indebledness approximale their respective fair values due (o the relatively short-term
maturity of these financial instruments. The fair values of other classes of financial assets ang liabilities are
disclosed in the respective notes to the financial statements.
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3.5

3.5.21

3.5.22

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, cash and cash equivalents in¢lude cash on hand and at
banks and pet of oulstanding bank overtdraft Cash and cash equivalents at the end of 1he reporting date as
shown in the statement of cash flows can be reconciled to the related items in the staiement of financial
position as follows:

31.12.2010 31122009 31.12,2008  31.12.2007

RM RM RM RM
Fixed deposits with Ticensed banks 2,030,857 2,011,397 1,939,489 906,105
Cash and bank balances 2,283,936 2,351,426 1,180,179 57,924
Bank overdmfts (607.779)  (680,000)  (653,443) (300,706)
3,707,014 3,682,823 2,466,225 663,323
Less: Fixed deposits pledged to banks (2,030,857) (2,011,397)  (1,939,489) (906,105)
1,676,157 16714 526,736 (242,782)

OPERATING LEASE ARRANGEMENTS

Operating leases relaled to Ieases of factory, billboards and hostel with average lease terms as follows:

FYE FYE FYE FYE
31122010 31122009 31.12.2008  31.12.2007

Average lease terms (years) 1to3 lto3 3 3

‘White Cafe does not have an option to purchase the leased factory, billboards and hostel at the expiry of the

lease periods. All operating lease contracts contain clanses for market rental reviews in the event that the
lessee exercises ils option Lo renew.

Payment recopnised as an expenses are as follows:

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
Minimum lease payments 73,605 18,100 18,696 15,522

Non-cancellable operaling lease commitments are as follows:

31.12.2010 31.12.2009 31122008 31322007

RM RM RM RM
Within one year 114,030 31,800 9,474 18,696
In the second to fifth year inclusive ' 26,400 54,600 600 10,074

140,430 86,400 10,074 28,770
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3.523

3524

3.5.25

WHITE CAFE - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

CAPITAL COMMITMENTS

White Cafe has the following capital commitment in respect of property, plant and equipment at the
respective financial years:
31.12.2010 31122009 31.12.2008  31.12.2007

RM RM RM RM
Capilal expenditure:
- approved and contracted for 4,576,096 4,275,000 - -
- contracted but not provided for - - - 009,000
4,576,096 4,275,000 - 909,000
CONTINGENT ASSETS

White Cafe had filed an application to the Intellectnal Property Department of Hong Kong on December 31,
2004 for a declaratior of invalidity of registration of trademark by a competitor on the grounds that the
subject mark is very similar to White Cafe’s trademark and is Iikely to deceive the public and such
registration was made in bad faith.

On December 4, 2007, the Registrar of Trade Marks Registry mentiored that White Cafe is entitled to claim
against the defendant for recovery of damages. With reference to without prejudice letter dated November

17, 2008, White Cafe accepted a payment of HK$280,000 as full and final setilement. The amount was
settled in 2009.

SIGNIFICANT EVENTS

On December 28, 2009, the ultimate holding company entered into Sale and Purchase Agreements (as was
supplemenied by letters dated May 24, 2010 and June 11, 2010 respectively, and supplemental agreement
dated December 9, 2010) with Oldtown to dispose off ils entire equity interest in White Cafe.

On April 12, 2011, Securities Commission had granted the Oldiown the approval for the proposed listing on

the Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the transfer
of shares before June 2011,
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4.

4.1

WHITE CAFE MARKETING

WHITE CAFE MARKETING - STATEMENTS OF COMPREHENSIVE INCOME

Revenue
Cost of sales

Gross profit

Other operating income
Other gains and (losses)

Investment revenue

Selling and distribution expenses
Administrative and general expenses
Other operating expenses

Profit from operations
Finance costs

Profit before tax
Income tax expense

Profit and total comprehensive
income for the year attributable to
owner of White Cafe Marketing

Key financial ratios:

Weighted average number of ordinary
shares of RM1.00 each in issue

(units)

Gross profit margin (%)

Basic earnings per share (sen)

Effective tax rate (%6)

FYE FYE FYE ¥YE
31.12.2010  3L12.2009 3112.2008  31.12.2007
Note RM RM RM RM
4.51 47,344,478 36,317,365 26,884,625 18,601,932
(33,956,788) (25,268,727) (19,481,848) (13,302,877
13,387,690 11,048,638 7,402,777 5,299,055
46,669 y7) - 21,944

(50,390) - 19,346 .
115,979 108,450 78,000 75,300
(8,520,368)  (6,567,861) (4,578,436)  (3,281,579)
(1,521,315) (1,306,321) (1,181,885)  (1,217,380)
- - (31,394) {706)

3,418,265 3,282,978 1,708,908 896,634
453 _ (142,351)  (1227326) (236,534) (166,676)
454 3215914 3,160,652 1,472,374 729,958
455  (915660)  (835,849) {448,394) (210,352)
2,360,254 2,324,803 1,023,980 519,606
1,700,000 _ 1,700,000 1,700,000 1,700,000

28.28 30.42 27.54 28.49

138.84 136.75 60.23 30.57

26.16 28.56 27.90 36.04
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4.2 WHITE CA-FE MARKETING - STATEMENTS OF FINANCIAL POSITION

31,12.2010 31122009  31.12.2008  31.12.2007

Note RM RM RM RM
ASSETS
Non-current assets
Property, plant and equipment 456 2318311 1,626,526 1,354,369 1,276,158
Investment property 4.5.7 660,000 660,000 660,000 640,154
Total non-current assets 2,978 311 2,286,526 2,014,369 1,916,312
Current assets
Inventories 458 1,818,027 1,437,257 795,878 356,175
Trade and other receivables 459 6864519 8295837 6,212,995 4,115,297
Amonnt owing by holding company 45.10 - 100,000 - 122,040
Amount owing by related companies  4.5.10 65,725 283,060 348,186 716,605
Current tax asset 455 286,670 - - -
Fixed deposits, cash and bank balances 4.5.11 _ 2,658,389 2,173,708 1,060,581 996,741
Total current assets 11,693,330 12.289.862  8417,640 6,306,858
Total assets 14,671,641 14,576,388 10,432,009 8,223,170
EQUITY AND LIABILITIES
Capital and rescrves
Issued capital 4512 1,700,000 1,700,000 1,700,000 1,700,000
Retained earnings 4513 6227078 3866824 1,542,021 518,041
Total equity 7927078 5,566,824 3,242,021 2,218,041
Non-current liabilitics
Hire-purchase payables 4514 991,474 415,572 440,127 478,061
Borrowings 4515 226,448 246,166 266,528 286,969
Deferred tax liability 4.5.16 225,000 161,000 107,000 74,000
Total non-current Liabilities 1,442 922 822,738 813,655 839,030
Current liabilities
Trade and other payables 4517 2238947 1,271,143 429,673 794,369
Amount owing 10 holding company 45.10 2,038 - 87,504 -
Amount owing to relaled compantes 4510 2,547,330 4,685,540 2,737,340 2,389,972
Hire-purchase payables 4514 290,045 165,644 155,411 186,969
Borrowings : 4515 222,731 1,622,105 2,794,843 1,779,449
Current tax liabilities 4.5.5 - 442,394 171,562 15,340
Total current liabilities 5,301,641 8,186,826 6,376,333 5,166,099
Total liabilities 6,744,563 9,009,564 7,189,988 6,005,129
Total equity and liabilities 14,671,641 14,576,388 10,432,009 8,223,170 -
Key financial ratios:
Net tangible assels per share (sen) 466.30 327.46 190.71 130.47
Debt-equity ratio (times) 0.22 0.44 1.13 1,23
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4.3 WHITE CAFE MARKETING - STATEMENTS OF CHANGES IN EQUITY
(Accnmu]ated
Loss) Net
Issued Retained Shareholders’
Capital Earnings Eqguity
RM M RM
Balance as of Jannary 1, 2007 1,700,000 (1,565) 1,698,435
Total comprehensive income for the year - 519,606 519,606
Balance as of December 31, 2007 1,700,000 518,041 2,218,041
Total comprebensive income for the year - 1,023,980 1,023.980
Balance as of December 31, 2008 1,700,000 1,542,021 3,242,021
Total comprehensive income for the year - 2,324,803 2,324,803
Balance as of December 31, 2009 1,700,000 3,866,824 5,566,824
Total comprebensive income for the year - 2,360,254 2,360,254
Balance as of December 31, 2010 1,700,000 6,227,078 7,927,078
44  WHITE CAFE MARKETING - SUMMARISED STATEMENTS OF CASH FLOWS
‘ FYE FYE FYE FYE
31.12,2010 31.12.2009  31.12.2008 31.12,2007
Note RM RM RM RM
Net Cacsh Generaled From/AUsed In) -
Operating Activities 2,141,967 2,932,779 (615,439) 342,259 -
Net Cash Generated From/(Used In)
Investing Activities 782,658 (277350) (272,772}  (124,872)
Net Cash (Used In)/ Generaled From
Financing Activities (1,992,559) _(1,574,879) 726,799 448,395
NET INCREASE/(DECREASE) IN }
CASH AND CASH EQUIVALENTS 932,066 1,080,550 (161,412) 665,732
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 1,357,554 277,004 438,416 (227,366)
CASH AND CASH EQUIVALENTS
AT END OF YEAR 4.5.19 2,289,620 1,357,554 277,004 438,416
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4.5

4.5.1

4.5.2

45.3

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS

REVENUE
FYE FYE FYE FYE
31.12.2010 31.12,2009 31.12.2008  31.12.2007
RM RM RM RM
Trading sales 47344478 36317365 26,884,625 18,601,932
OPERATING COSTS APPLICABLE TO REVENUE
FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008  31.12.2007
Note RM RM RM RM
Changes in inventories of
trading merchandise (380,771)  (641,379)  (439,703)  (212,640)
Other gains and losses 90,390 - - -
Purchase of trading merchandise 34,337,559 25,671,054 19,921,551 13,515,519
Employee benefit expenses 3,234,690 2,532,382 1,802,588 1,342,024
Depreciation of property, plant and _ )
equipment 456 411,345 243,693 187,587 171,526
Amortisalion of investment property 457 - - - 14,536
Other operating expenses 6,395,648 5,337,159 3,801,540 2,971,577
44,088,861 33,142,909 25273563  17.802,542
FINANCE COSTS
FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Interest on: )
Hire-purchase 59,807 37,960 88,598 43,267
Bankers’ acceplances 37932 36,182 85,537 68,360
Term loans 18,955 19,441 23,853 25,037
Bank overdraft 277 1,268 2,348 9,260
Bank charges and commission 25,380 27475 36,193 20,252
142,351 122,326 236,534 166,676
59
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4.5
4.5.4

4.5.5

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
PROFIT BEFORE TAX
Profit before tax has been arrived at after crediting/(charging):

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Interest income from fixed deposits 43,979 31,950 - 13,344
Rental income from
investment property (Note 4.5.7) 72,000 76,500 78,000 75,300
Allowance for doubtful debts no longer required 38,086 - - -
Interest income 2,687 - - -
Gain from fair value adjustment :
- of investment propesty - - 19,846 -
. Loss on disposal of property, plant and equipment (91,397) - (31,394) (706)
Rental of;
Office - (77,995) (72,995) (45,073) (51,000)
‘Warchouse . (19,200) (18,500) (33,000) (38,000)
Hostel (8,400) (7,800) - -
Parking lot (750) (500) - -
Promotion space - (650) - -
Others _ _— - - (2,450)
Bad debts wriiten off . (5,763) (46,901) (30,580) (35,028)
Realised gain on foreign exchange 1,007 - - -
Allowance for doubtful debts - (42,874 - (53,276)
Audit fee (20,000) {33,000) (26,000) (18,000)

Included in employee benefits expenses of White Cafe Marketing are the following:

FYE FYE FYE FYE

31.12.2050 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Contributions made to EPF 248 885 194,159 135,769 106,474
INCOME TAX EXPENSE
FYE FYE FYE FYE
31,12,.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Income tax comprises:

Current tax expense in respact of the current year 866,000 790,000 392,000 217,000
Adjustments recognised in current year in relation

To the income tax of prior years (14,340) (8,151) 23,394 (35,604

851,660 781,849 415,394 181,396
Deferred tax (income)/expense relating to

origination and reversal of temporary differences (9,000) 54,060 27,000 16,700
Adjustments recognised in current year in relation

to the deferred tax of prior years 73,000 - 6,000 12,256
(Note 4.5.16) 64,000 54,000 33,000 28,956

915,660 835,849 448,394 210,352

60
308



| Company No: 797771-M |

10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

4.5

4.5.5

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The statutory income tax rates for companies with a paid-up capital of above RM2,500,000 in years of
assessnent 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies with a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up to RM500,000. However, with effect from year of assessment 2009,
this preferential tax rate will no longer be applicable for companies that controls or being controlled directly
or indirectly by, or are related 1o another company which has a paid-up ordinary share capital of more than
RM?2,500,000. As a result, income 1ax rate of White Cafe Marketing has also been revised accordingly.

The expense for the year can be reconciled to the accounting profit as follows:

Profit before tax

" Income tax expense calculated at 25%

(31.12.2009: 25%; 31.12.2008: 26%
and 31.12.2007:27%)
Tax effects of:
Expenses that are not deductible in determining
taxable profit
Income that are not taxable in determining
taxable profil
Adjustment for deferred 1ax due to change
in income 18X rate
Others )
Effect of difference in 1ax rate applicable to small
and medium scale companies
Adjustments recognised in the current year
in relation to the taxes of prior years:
Current tax :
Deferred tax

Income tax expense for the year

Curreni lax asset

Income tax recoverable

Current tax tiability

Income tax payable

6l
309

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
3275914 3,160,652 1472374 729,958

819,000 790,000 383,000 197,100
38,000 54,000 75,000 74,500
- - (5,000) -
- - (4,000) (2,000)
- - - (500)
. - (30,000)  (35,000)
(14,340) (8,151) 23,394 (35,604)
73,000 - 6,000 12,256
915 660 835,849 448394 210,352
31122010 31122009 31122008 31.12.2007
RM RM - RM RM
286,670 - - -
31122010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
- 442,394 171,562 15,340
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4.5

4.5.6

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

PROPERTY, PLANT AND EQUIPMENT

Cnst

As of January 1, 2007
Additions

Disposals

As of December 31, 2007
Additions

Disposals

As of December 31, 2008
Additions

As of December 31, 2009
Additions

Disposals

As of December 31, 2010

Accumulated depreciation

and accumulated impairment loss

Asof January 1, 2007
Depreciation charge for the year
Disposals

As of December 31, 2007
Depreciation charge for the year
Disposals

As of December 31,2008
Depreciation charge for the year

As of December 31, 2009
Depreciation charge for the year
Disposals

As of Decernber 31, 2010

Carrying amonnts
As of December 31, 2007

As of December 31, 2008
As of December 31, 2009

As of December 3], 2010

Factory
equipment, Air-
electrical conditioners,
appliances forniture,
and Computers fittings
Motor electrical and and office
vehicles  installation programming equipment Total
RM RM RM RM RM
1455134 72,568 107,633 58,057 1,693,392
51,404 59,465 7,255 8,552 126,676
(24,000) - - - (24,000)
1,482,538 132,033 114,838 66,609 1,796,068
311,772 135,318 6,497 4,605 458,192
(248,250) - - - {248,250)
1,546,060 267,351 121,385 71,214 2,006,010
306,008 127,594 66,202 16,046 515,850
1,852,068 394,945 187,587 87,260 2,521,360
1,413,247 57,216 13,064 - 1,483,527
(660,776) - - - (660,776)
2,604,539 452,161 200,651 87,260 3,344,611
275,371 34,370 27,662 18615 356,018
144 327 9,398 . 11,126 6,175 171,526
(1,634 - - - (7,634)
412,564 43,763 38,788 24,790 519,910
149,078 19,472 12,037 7,000 187,587
(55,856) -, - - {55,856)
505,736 63,240 50,825 . 31,790 651,641
185,741 33,632 15,853 8 467 243,693
691,527 96,872 66,678 40257 895334
340,555 43319 18,766 8705 411,345
(280,379) - - - (280,379) -
751,703 140,191 85,444 48,962 1,026,300
1,069,974 88,265 76,100 41819 1276158
1,040,274 204,111 70,560 39424 1354369
1,160,541 298,073 120,909 47,003 1,626,526
1,852,836 311,970 115,207 38,298 2318311
62
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4.5 WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
456 PROPERTY,PLANT AND EQUIPMENT (CONT]_NU'ED)
The carrying amounts of assets under hire-purchase arrangement-are as follows:
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RrRM RM RM RM
. Motor vehicles 1,552,689 829,291 874,762 1,069,974
457 INVESTMENT PROPERTY
Ereehold Shoplot
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
At fair value/cost .
As of January 1 660,000 660,000 726,777 726,777
Upon adoption of fair value model - - (86,623) -
Increase in fair value - - 19,846 -
Asof December 31 660,000 660,000 660,000 726,777
Accumulated Amortisation
As of January 1 - - 86,623 72,087
Amortisation for the year - - - 14,536
Upon adeption of fair value model - - (86,623) -
As of December 31 - - - 86,623
Carrying amount 660,000 660,000 660,000 640,154

In 2008, White Cafe Marketing changed the measurement basis of ils investment property from

previously

used cost model to fair value model to be consistent with the group policy on investment property adopted
by the holding company. The effect of the change has not been adjusted retrospectively as the directors

considered the impact of fair value adjustment in the prior year as immalterial.

The fair value of the imvestment property was estimated based on waluation by an independent
professionally qualified valver. Valuation was amvcd at by reference to market evidence of transaction

prices for similar properties,

The investment property was charged to a local licensed bank to securs faclhnes granted to White Cafe

Marketing as disclosed in Note 4.5.15,

The strata title for the shoplot has yet 1o be issued as of December 31, 2010,

The rental income and direct operating expenses arising from investment property are as follows:

FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31,12.2007
Note RM RM RM RM
Rental income 454 72,000 76,500 78,000 75,300
Direct operating expenses 11,309 7,450 7,354 7438
63
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4.5 WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

458 INVENTORIES

31.12.2010 31.12,2009 31.12.2008 31.12.2007

RM RM RM RM
Trading merchandise 1,818,027 1,437,257 795,878 356,175

The cost of inventories of White Cafe Marketing reuogmsed as an expense during the year are as follows:

FYE FYE - FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Cost of invenlories 33,956,788 25,268,727 19,481,848 13,302,877

459 TRADE AND OTHER RECEIVABLES :

’ 31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Trade receivables 6,804,939 8,272,038 6,181,956 4,038,847

Less: Allowance for doubtful debts {(4,788) (42,874 - -
6,800,151 8,229,164 6,181,956 4,038,847
Other reccivables 24,000 11,054 - 25,760
Refundable deposits 40,368 55,169 31,039 31,690
Loans and receivables 6,864,519 8,295,837 6,212,995 4,096,297
Prepaid expenses - : - - 19,000
6,864,519 8295837 6,212,995 4,115,297

Trade receivables comprise amounts receivable for the sale of goods. Certain trade transactions were on cash
terms and credit period for remaining non-interest bearing trade transactions ranged from 14 to 120 days.
An allowance has been made for estimated irrecgverable amounts of trade réceivables of RM4,788 and
RM42,874 in 2010 and 2009 respectively based on the defanlt experience of White Cafe Markeling,

Other receivables of White Café Marketing comprise rental receivable from invesiment property which Is

unsecured, interest-frez and repayable upon demand.

Included in other receivables in 2007 was an amount of RM25,760 owing by an associate of a related
company in which the directors of White Cafe Marketing and persons connected to a director of White Cafe
Marketing are deemed to have financial interest. The granting of non-trade advances to a company in which
a director has financial interest was in contravention of Section 133A of the Companies Act, 1965.

However, the amount had been fully recovered in 2008.

The currency profile of trade receivables is as follows:

31122010  31.12.2009  31,12.2008  31.12.2007
RM RM RM RM
Ringgit Malaysia 6,802,479 8,267,233 6,175,107 4,035,475
United States Dollar - 1,929 6,849 3,372
Singapore Dollar 2,460 2,876 - -
6804939 8272038 6,181956 4,038,847
64
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4.5.10

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
TRADE AND OTHER RECEIVABLES (CONTINUED)

Movement in the allowance for doubifiil debts is as follows:

31.12.2010 31.12.206% 31.12.2008 31.12.2007

RM RM RM RM
Balance at beginning of year 42,874 - - -
Impairment losses recognised on - 42,874 -. -
receivables .
Amounts recovered (38,086) - - -
Balance at end of year 4,788 42,874 - -

Included in trade receivables of White Cafe Marketing are related panties® balances as follows:

31.12.2010 31.12.200% 31.12.2008 31.12.2007
RM RM RM RM

Related parfies' balances 159,133 149,947 249,187 93,559

Included in trade receivables of White Cafe Marketing are receivables with total carrying amount of
RM2,958,625 which are past due as of December 31, 2010 for which While Cafe Marketing has not
provided for impairment loss. White Cafe Marketing does not hold any collateral over these balances nor
does it have a legal right to offset against any amounts owed by White Cafe Marketing to the counterparty.

Ageing of irade receivables which are past due but not impaired as of December 31, 2010 are as follows:

31.12.2010
- RM

1 -30 days 40,845
31 - 60 days 702,669
61 — 90 days ' 1,371,627
91— 120 days 25,012
More than 120 days 818,472

2,958,625
Average age (days) 99

White Cafe Marketing secks to maintain strict control gver its outstanding trade receivables and has a credit
period policy to minimise credit risk. Overdue balances are reviewed regularly by management. White Cafe
Marketing has not provided for impairment loss on trade receivable accounts that are past due as there has
net been a significant change in credit quality ard the amounts are still considered recoverable.

Transactions with related parties are disclosed in Note 4.5,10,

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS

The amount owing by/(to) holding company arose from management fees and rental payable and advances
which are unsecured, interest-free and are repayable upon demand.
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4510 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)
31122010  31.12.2009  31.12.2008  31.12.2007

. RM RM RM RM
Amount owing by related companies
consist of:
Trade account 65,725 83,060 43,186 55,756
Non-trade account - 200,000 305,000 660,849
' 65,725 283,060 348,186 716,605
31.12,2010 31.12.2009 31.12,2008 31122007
RM RM RM RM
Amonnt owing to related companies
consist of: )
Trade acconnt 2,547,880 4,665,904 2,737,340 2,389,972
Non-irade account - 19,636 - -

2,547,880 . 4,685,540 2,737,340 2,389,972
The trade balances owing by related companies are subject to the normal trade terms. The balances of non-
trade nature are unsecured, interest-free and repayable upon demand.

The amonnts owing Lo related companies are unsecured, interest-free and are repayable upon demand.
Druring the financial year, significant related party transactions are as follows:

FYE FYE FYE FYE
31.12,2010 31.12.2009  31.12.2008 31.12,2007
RM RM RM RM
Holding company
Management fees paid 252,000 252,000 252,000 120,000 .
Rental paid/payable 56,995 56,995 21,374 -
Advances granted - 100,000 54,086 241,200
Repayment of advances granted - - 252,000 120,000
Other related companies
Gongga Food
Trade purchases 1,867,432 1486300 1,389,349 1,257.444
Purchase of property, plant and equipment - 30,350 - -
Trade sales - - 24,657 18,874
Repayment of advances received - - - 99000
Kopitiam Asia Pacific
Repayment of advances granted 200,000 - 36,409 500
Trade sales 20,710 3928 - -
Purchase of staff uniform 785 - - -
Trade purchases Co. 18,160 1,079 100
Advances granted - - - L0000 200,500
White Cafe ;
Trade purchases 30,026,968 22,039,925 17,522,360 11,462,645
Rental paid . ; 12,000 7,000 - -
Rental deposits paid - . 2,500 - -
Old Town Kopitiam
Trade sales 484,846 384,256 © 249,954 142,969
Repayment of advances granted - - 200,000 -
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4.5.10 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

Other related parties
Acadian Gourmet KK Sdn. Bhd.
Trade sales

Acadian Gourmet PB Sdn. Bhd.
Trade sales

Acadian Gourmet Sdn_ Bhd.
Trade sales

CN Supplies Sdn. Bhd.
Rental paid
Renlal deposit paid

Conneczone
Trade sales

Dynasty Kitchen
Trade sales

GC Ampang Sdo. Bhd.
Trade sales

GC Alamanda Sdn. Bhd.
Trade sales

GC Bangsar Sdn. Bhd.
Trade sales

GC Bangsar Two Sdn. Bhd.
Trade sales

GC Brickfields Sdo Bhd.
Trade sales

GC Kapar S&dn. Bhd
Trade sales

GC Port Klang Sdn. Bhd,
Trade sales

" GCRLaut Sdn. Bhd
Trade sales

GC Selayang Sdn. Bhd
Trade sales

GC Sonth City Sda. Bhd.
Trade sales

(Forward)

FYE FYE FYE FYE
© 31122010 31122009 31122008  3L12.2007
RM RM. RM RM
13,101 11,449 : ]
11,132 3,658 ] ]
7,436 15,486 13,743 3,307
19,200 18,500 18,000 7,500
_ 200 . .
42,621 42,742 41,728 30,974
- 29,828 120,442 43,612
10,216 9395 : .
7070 - ; ]
10,709 14,003 7,020 ;
8310 4,031 ; ]
8,488 : : .
7,687 7,435 6,616 .
- 6,330 . -
15,120 16,650 - ]
13,178 6,184 ; ]
5,659 8,308 7,696 .
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4.5.10 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31.12.2010 31122009 31122008  31.12.2007
Other related parties (continued)
Gourmet Chef Sdn. Bhd. .
Trade sales 8,027 13,125 20,243 -
-Gourmet Corner lpoh Sdn, Bhd. :
Trade sales : 21,637 27,764 26,971 27419
Gourmet Corner KL Sdn. Bhd. - .
Trade sales . 19,541 22,246 15,536 -
Gourmet Corner Sdn. Bhd.
Trade sales 25,784 32,039 31,984 28,007
Nam Heong .
Trade sales - 128,318 139,701 38,888
0ld Town Kopitiam Butterworth -
Trade sales 154,032 118,773 13,618 53,254
Old Town Kopitiam Cheras N
Trade sales 46,455 69,390 73,714 40,381
Old Town Kopitiam Kuala Lumpur : )
Trade sales . 39,484 43,738 45,808 37,167
Old Town Kopitiam Pavilion Sdn. Bhd. :
Trade sales - 33,652 4,529 -
OTK (Alam Damai) Sdn. Bhd. . .
Trade sales 3,461 - - -
OTK (Genting) Sdn. Bhd.
Trade sales 292,937 192,472 23,438 5,613
OTK (Intan) Sdn. Bhd.
Trade sales 5,365 5,839 - -
OTK (Kuala Selangor) Sdn. Bhd.
Trade sales 4,723 - - -
OTK (Petaling Jaya) Sdn. Bhd.
Trade sales 23,069 35,862 40,641 2,676
OTK (Rawang) Sdn, Bhd.
Trade sales 9,376 2,572 - -
OTK (Shah Alam) Sdn. Bhd. -
Trade sales 3,307 2,939 - -

(Forward)
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WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

. Other related parties (continued)

OTK Ipoh Road Sdn. Bhd.
Trade sales

OTK Logistics Sdo. Bhd.
Trade sales

OTK Manjung Sdn. Bhd
Trade sales

OTK Megah 5dn, Bhd.
Trade sales

OTK Northern Sdn. Bhd.
Trade sales

OTK Sunway Sdo. Bhd.
Trade sales

OTK UST Sdn. Bhd
Trade sales

CN Properties Sdn. Bhd.
Purchase of property, plant and equipment

‘Advances City Limited
Trade sales

AC Montage Marketing Sdn. Bhd.
Sale of property, plant and equipment

Old Town Industries Sdn. Bhd.

Repayment of advances granted
Advances granted

Emperor’s Kitchen
Trade sales

M. Lee Siew Heng
Rental paid

FYE FYE FYE FYE

31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
10,426 7,478 - .
104,699 51,044 11,801 -
6,656 12,405 - .
6,403 4,143 - .
8,370 4,569 - -
14,766 18,335 10,166 -
8,823 - 6,037 - -
- - 125,000 -

. - - 75,742

- - - 15,660
- - 120,440 -

. - - 120,000

- - - 1,723

. - - 10,500

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters § and 7

of the Prospectus of Oldiown.
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WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)
Compensation of key management personnel

There is no directors’ remuneration during the financial year. The remuneration of key management
personnel of White Cafe Marketing during the financial year are as follows,

FYE FYE = FYE = FYE

31122010 31122009  31.12.2008  31.12.2007
RM RM RM RM
Salaries, allowances and bonuses 366,050 232,600 175,746 100,500
EPF coniributions 42,708 25,632 19,901 12 060
408,758 258,232 195,647 112,560
Estimated monctary value of benefits-in-kind
received/receivable otherwise in cash 28,439 24,902 30,140 3,300

FIXED DEPOSITS, CASH AND BANK BALANCES

31.12.2010 31.12.200¢  31.12.2008 31.12.2007

RM RM RM RM
Fixed deposits with licensed banks 368,769 790,275 758,325 558,325
Cash and bank balances 2,289,620 1,383,433 302,256 433416

2,658,389 2,173,708 1,060,581 996,741

The effective interest rates per annum and maturity periods for fixed deposits of White Cafe Marketing are
as follows:

31.12.2014 31122009 31122008 31.12.2007

Effeciive interest rate (%) 278 210 352 3.70-388
Maturity period (days) . 365 365 365 90 to 360

Fixed deposits of White Cafe Marketing are placed under lien to local licensed bank as security for banking
facilities granted to White Cafe Marketing as disclosed in Note 4.5.15. '

Certain fixed depasits, which were held in trust by a director of White Cafe Marketing prior o the financial
year ended December 31, 2009, has been transferred 1o the name of White Cafe Marketing dusing the
financial year ended December 31, 2010.

SHARE CAPITAL
31.12.2010 31122009  31.12.2008  31.12.2007
RM RM RM RM
Authorised:
5,000,000 ordinary shares of RM1 each 5,000,000 5,000,000 5,000,000 5,000,000
Issued and fully paid: _
1,700,000 ordinary shares of RM]1 each 1,700,000 1,700,000 1,700,000 1,700,000
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WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

RETAINED EARNINGS

In accordance with the Finance Act, 2007, the single tier income tax system became effective from the year
of assessment 2008. Under this system, tax on a company's prafit is a final tax, and dividends paid are
exempted from tax in the hands of the shareholders. Unlike the previous l.mputanon system, the recipient of
the dividend would no longer be able to claim any tax credit.

Companies without Section 108 tax credit balance will automatically move to the single tier tax system on
Janmary 1, 2008. However, companies with such tax credits are given an irrevocable option to elect for the
single ter tax system and disregard the tax credit or continuc to use the tax credits under Section 108
acoonnt to frank the payment of cash dividends on ordinary shares for a peried of 6 years ending December
31, 2013 or until the tax credits are fully untilised, whichever comes first. During the transitional period, amy
tax paid will not be added to the Section 108 account and amy tax credits-ulilised will reduce the tax credit
balance. All companies will be in the new system on January 1, 2014.

As of December 31, 2010, White Cafe Marketing has not opled to disregard the Section 108 tax credit in
accordance wilh the Finance Act, 2007 and White Cafe Marketing may utilise the Section 108 tax credit
balance, which has been frozen as of December 31, 2007, to frank dividend payments during the six-year
transitional period. Based on the prevailing tax rate applicable to dividend, White Cafe Marketing has
sufficient Section 108 tax credit io frank dividends amounting to RM1,638,000 out of its retained earnings
as of December 31, 2010. If the balance of the relained eamings of RM4,589,000 were to be distributed as
dividends, While Cafe Markeling would switch to a single tier tax system and the balance of dividends
would be single tier dividend.
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[ Company No: 797771-M_ |

10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

4.5
4.5.14

4.5.15

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
HIRE-PURCHASE PAYABLES (CONTINUED)

The terms for. hire-purchase and average effective borrowing rales per annum are as follows:

FYE FYE FYE FYE
31122010 31122009  31.12.2008  31.12.2007
Terms (years) 5to7 Sto7 5t07 3107
Average effective financing rates (%) 6.13 6.46 6.79 6.82

Interest rates are fixed at the inception of the hire-purchase arrangements.

Hire-purchase payables of White Cafe Marketing are secured by the assets under hi.re-purc.hase and guaranteed
by all the directors of the Company.

The fair valnes of White Cafe Martketing’s hire-purchase obligation approximately equal to their carrying
amonnis.

BORROWINGS
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM M RM RM
Secured:
Bankers’ acceplances 200,000 1,573,000 2,747,000 1,762,000
Term loan 249,179 269,392 289,119 304,418
Bank overdraft - - 25,879 25,252 -

449 179 1,868,271 3,061,371 2,066,418
Less: Amount due within 12 months

(shown under current liabilities) (222,731)  (1,622,105)  (2,794,843)  (1,779,449)

Non-current portion 226,448 246,166 266,528 286,969
The non-current porticn is repayable as follows:

31122010 3L12.2009  31.12.2008 31.12.2007

M RM RM RM
Finaneial years ending:

2009 - - - 18,957
2010 - - 24,700 20,842
2011 - 24,804 26,379 22,457
2012 24,447 26,491 28,173 24,198 -
2013 26,293 28,293 30,089 26,073
2014 28,278 30,217 32,135 28,004
2015 30,413 32,271 34,320 30,271
2016 and above 117,017 104,090 90,732 116,077

226,448 246,166 266,528 286,969

Total term loan and other facilities of White Cafe Marketing with local licensed banks are as follows:

31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RM- RM RM

Tolal approved limits 2,220,000 3,985,000 4,090,000 3,120,000
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

4.5

4,515

4.5,16

4.5.17

WHITE CAFE MARKETING - NOTES TO THE FINANCIAYL, STATEMENTS (CONTINUED)
BORROWINGS (CONTINUED)

The above facilities are secured by:

i) Investment property of White Cafe Marketing as disclosed in Note 4.5.7,

if) Letiers of set off over fixed deposils as disclosed in Note 4.5.11;

iii) A stamped facility agreement of RM1.5million; and

iv) Guaranteed by the holding company and all the directors of White Cafe Marketing jointly and severally.

White Cafe Marketing has one (1) lerm loan which is repayable by 180 instalments as follows
1) 12 monthly instalments of Ri¢3,073 each in the first year;

iy 12 monthly instalments of RM3,200 each in the second year; and

iiiy 156 monthly instalments of RM3,462 each thereafter.

The effective interest mates per annum are as follows:

FYE FYE EYE FYE
31.12.2010  31.12.2009  31.12.2008 31.12.2007
% % Y %
Bank overdrafis 7.80 8.25 8.25 B.25
Term loan 7.55 775 7.75 8.00
Bankers’ acceptances 22310339 21010280 34710528 3.97t04.48

The fair values of White Cafe Marketing’s borrowings approximate their carrying amounts.

DEFERHRED TAX LIABILITY
31.12.2010 31.12.2009 31.12.2008 31.12.2007
M BRM RM RM
At beginning of year 161,000 107,000 74,000 45,044
Recognised in profit or loss (Note 4.5.5) 64,000 54,000 33,000 28 956
At end of year 225,000 161,000 107,000 74,000

The deferred tax liability is in respect of temporary differences between tax capital allowances and book
depreciation of property, plant and equipment.

TRADE AND OTHER PAYABLES

31.12.2010  31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Trade payables 68,195 2,300 44,640 96,049
Other payables 329,074 96,079 160,423 553,491
Accrued expenses 1,821,018 1,172,104 224,250 144,829
Refundable deposils received 20,660 660 360 -
2238947 1271143 429,673 794,369

7
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

4.5
4.5.17

4.5.18

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
TRADE AND OTHER PAYABLES (CONTINUED)

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The credit
terms granied to White Cafe Marketing for trade purchases ranged from 30 days to 60 days. These amounts
are non-interest bearing. White Cafe Marketing has financial risk management policies in place to ensure that
all payables are paid within the credit timeframe.

The amounts owing to other payables are unsecured, interest-free and repayable upon demand. Transactions
with related parties are disclosed in Note 4.5.10,

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISK MANAGEMENT

Categories of financial instruments

31.12.2010
RM
Financial assets
Loans and receivables:
Trade and other receivables 6,864,519
Amount owing by related companies 65,725
Cash and cash equivalents - fixed deposits, cash and bank balances 2,658,389
Finanecial liabilities
Amortised cost:
Trade and other payables 2,238,947
Amount owing to holding company 2,038
Amount owing to related companies 2,547,880
Hire-purchase payables 1,281,512
Borrowings 449,179

Financial Risk Management Objectives and Policies

Ritk management is integral to the whole business of White Cafe Marketing. Management continually
monilors White Cafe Marketing’s risk management process to ensure that an appropriate balance between risk
and control is achieved. Risk management policies and systems are reviewed regularly to reflect changes in the
market conditions and White Cafe Marketing’s activities.

There has been no change to White Cafe Marketing's exposure to these financial risks or the manner in which
it manages and measures the rigk,

{a) Credit risk management

The maximum exposure to credit risk in the event that the counterparties fail 10 perform their obligations
as of December 31, 2010 in relation Lo each class of recognised financial assets is the carrying amount of
those assels as stated in the statement of financial position.

At the end of the reporting period, White Cafe Marketing is subject to significant concentration of credit
risk as 63% of tradc receivables were receivable from top 6 customers. Majority of these amounts have
been received since December 31, 2010,

(B Liguidity emd cash flow risks management

Ultimate responsibility for liquidity and cash flow risks management rests with the Board of Direclors,
which has establish an appropriate liquidity and cash flow risks management framework for the
management of the Company's short, medium and long-term funding and liquidity and cash flow
management requirements. The Company manages liquidity and cash flow risks by maintaining adequate
reserves and banking facilities by continuously monitoring forecast and actual casb flows and matching
the maturity profiles of financial assets and financial liabilities.
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10.

ACCOUNTANTS’ REPORT

4.5

HISTORICAL FINANCIAL INFORMATION (CONTINUED)

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)-

4518 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL. RISK MANAGEMENT

(CONTINUED)

Management-is of the view that White Cafe Marketing"s exposure to liquidity and cash flow risks are
minimal as White Cafe Marketing has snfficient funds to finance its ongoing weorking capital
requirements. -

The maturity profile for the non-derivative financial assets/liabilities of White Cafe Marketing at the
reporting date based on the undiscounted cash flows of the respective financial assets/liabilities
representing the earliest date on which White Cafe Marketing is entitled to receive/required to pay, s as
follows:

On demand
orwithin  One yeartn  Over five
one year five years years Total
RM RM RM RM

Non-derivative financial assets:

Trade and other receivables 6,864,519 - - 6,864,519

Amount owing by related companies 65,725 - - 65,725

Fixed deposits, cash and bank balances 2,658,389 - - 2,658,389
Total undisconunied

non-dervative financial assets 9,588,633 - - 9,588 633
Non-derivative financial liabilities: )

Trade and other payables 2,238,947 - - 2,238,947

Amount owing to holding company 2,038 - - 2,038

Amount owing {o related companies 2,547,880 - - 2,547,880

Hire-purchase payables 290,045 991,474 - 1,281,519

Borrowings 222,731 109,431 117,017 449,179
Total undiscounted

non-derivative financial liabilities 5,301,641 1,100,905 117,017 6,519,563
Tolal net undiscounted

non-derivative financial assets/(liabilities) 4,286,992  (1,100,905)  (117,017) 3,069,070

While Cafe Marketing has not commitied to any derivative financial instruments during the financial year
ended December 31, 2010,

(¢} Market risk

While Cafe Marketing’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates and interest rates.

There has been no change to White Cafe Marketing’s exposure to market risks or the manner in which
these risks are managed and measured.

(i} Foreign currency risk management
White Cafe Marketing has minimal foreign currency risk as most of its transactions are denominated
in Ringgit Malaysia, which is the functional currency of White Cafe Markeling The management

does not consider White Cafe Markefing's exposure to foreign exchange risk significant as of
December 31, 2010, Therefore, sensitivity analysis for foreign currency risk is not disclosed.
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10.

ACCOUNTANTS' REPORT

HISTORICAL FINANCIAL INFORMATION (CONTINUED)

4.5

4.5.18

4.5.19

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISK MANAGEMENT
(CONTINUED)

(t}) Interest rate risk management

Interest rate risk is the risk that the fair value or futnre cash flows of White Cafe Marketing’s financial
instruments will fluctuate because of changes in market interest rates. White Cafie Marketing’s expasure
to interest risk arises primarity from their borrowings.

Inferest rate sensitivity analysis

As of December 31, 2010, if interest rates had been 100 basis poinis lower/higher, with all other variables
held constant, While Cafe Marketing’s profit net of tax would have been RM2,492 lower/higher arising
mainly as a resuit of lower/higher interest expense on floating rate borrowings. The assumed movement in
basis points for inferest rate sensitivity anatysis is based on the currently observable market environment

() Capital risk management

White Cafe Marketing manages ils capital to ensure White Cafe Marketing will be able to continne as a
going concern while maximising the return to stakeholders through the optimisation of the debt and
equity balance. White Cafe Marketing’s overall stralegy remains unchanged from 2009.

The capital structure of the Company consists of net debts and equity of White Cafe Marketing., White
Cafe Marketing is not subject 1o any externally imposed capital requirements.

Fair Values of Financial Assets and Financial Eiabilities

The fair value of long-term financial assets and liabilities are determined by the present value of future cash
flows estimated and discounted using the current interest rales for similar instruments at the end of the

reporting date. There is no material difference between the fair valnes and carrying values of these assets and
liabilities as of the reporting date.

The carying amounts of cash and cash equivalents, trade and other receivables, trade and other payables and
inter-company indebtedness approximate their respective fair values due to the relatively short-lerm maturity
of these financial instruments, The fair values of other classes of financial assets and liabilities are disclosed in
the respective notes to the financial statements.

CASH AND CASH EQUXVALENTS

For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand and at banks
and net of ontstanding bank overdraft Cash and cash equivalents at the end of the reporting date as shown in

the statement of cash flows can be reconciled to the related items in the statement of financial position as
follows:

31122010  31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Fixed deposits with licensed banks 368,769 790,275 758,325 558,325
Cash and bank balances 2289620 1,383,433 302,256 438,416
Bank overdraft i (25.,879) (25.252) .
‘ 2,658,389 2147829 1035329 996,741
Less: Fixed deposits held on lien (68769)  (190.275)  (758325)  (558.325)
2289,620  1357,554 277,004 433,416

m
325



["Company No: 797771-M_|

10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

4.5

4.5.20

4521

4.5.22

WHITE CAFE MARKETING - NOTES TO THE FINANCIAL STATEhIfE‘.NTS (CONTINUED)

CAPITAL COMMITMENT

VWhite Cafe Marketing has the following capital commitment in respect of properly, plant and equipment at
the respective financial years: -
31122010 31.12.2009 31.12.2008 31.12.2007
- RM RM RM RM
Capital expenditure:

- approved and contracted for 212,000 - - 106,000

OPERATING LEASE ARRANGEMENTS
Operating leases related to leases af hostels, offices and warehonses with average lease terms as follows:

FYE EYE FYE FYE
31122010  31.12.2009  31.12.2008 31.12.2007

Average lease lerms (years) 1to3 2103 : 2103 2103

White Cafe Marketing does not have an option to purchase the leased hostels, offices and warehouses at the

expiry af the lease periods. All operating lease contracts contain market review clauses in the event that the
lessee exercises its option to renew.

Payment recognised as an expenses are as follows:

FYE FYE FYE FYE
31122010 31122009 31122008 31122007

RM RM RM RM
Minimum lease payments 105,595 85,995 47,248 69,000

Non-cancellable operating lease commitments are as follows:

31.122010 31.12.2009  31.12.2008 31.12.2007

RM RM RM RM
‘Within one year 53,098 77,995 66,334 55,950
In the second to fifth year inclusive 8,400 34,498 94,118 339
61,498 152,493 160,452 56,289

SIGNIFICANT EVENTS

On December 28, 2009, the ultimate holding company entered into Sale and Purchase Agreements (as was
supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and supplemental agreement
dated December 9, 2010) with Oldtown to dispose off its entire equity interest in White Cafe Marketing.

On April 12, 2011, Securities Commission had granted the Oldiown the approval for the proposed listing on

the Main Market of Bursa Securities. Following the said approval, Oldtown intends 1o complete the transfer of
shares before June 2011,
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

5. GONGGAFOOD

51

GONGGA FOOD - STATEMENTS OF COMPREHENSIVE INCOME

FYE FYE FYE FYE
31.12.2010 31.12.2009  31.12.2008 31.12,2007
" Note RM RM RM -RM
Revenue 55.1 81,026,286 64,718,815 47.459,182 24,631,888
Cost of sales (65,604,868) (52,584,709) (40,055,673)  (19,711,540)
Gross profit 15,421,418 12,134,106 7,403,509 4,920,348
Other gains and (losses) ) (23,667) 2,820 35,718 -
Other income 990,807 570,632 311,423 -
Selling and distribution expenses (4,412,610)  (2,542,259) (887,932) {178,215)
Administrative and general expenses {1,220,438) (834,314) (669,456) (233,876)
Other operating expenses - {7,989) {24,481) (41,211)
Profit from operations 10,755,510 - 9,322,996 6,168,781 4,467,046
Finance costs 553 (113,320) (76,885) (64,215) ~(43,705)
Profit before tax 554 10,642,190 9,246,111 6,104,566 4,423,341
Income tax expense 555  (2,720264)  (1,572,992)  (1,168,913) (642,797)
Profit and fotal comprehensive
income for the year attributable to
owner of Gongga Food 7,921,926 7,673,119 4,935,653 3,780,544
Key financial ratios:
‘Weighied average number of ordinary
shares of RM1.00 each in issue (units) * 194,247 100,000 100,000 100,000
Gross profit margin (%) 19.03 18.75 15.60 19.98
Basic earnings per share (sen) 4,078.27 7,673.12 4,935.65 3,780.54
Effective tax rate (%) 25.56 17.90 17.68 13.79

*  Calculated based on 200,000 new ordinary shares of RM1 each issued at par on July 13,2010
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

5.2 GONGGA FOOD - STATEMENTS OF FINANCIAL POSITION

ASSETS

Non-current assets
Property, plant and equipment
Prepaid lease payments

Total nonp-current assets

Current assets

Inventories

Trade and other receivables

Amount owing by related companies
Cash and bank balances

Total current assets
Total assets
EQUITY AN]) LIABILITIES

Capital and reserves
Issued capital
Retained eamnings

Total equity
Non-carrent liabilities
Hire-purchase payables

Borrowings
Deferred tax liability

Total non-current liabilities
Current liabilities

Trade and other payables

Amount owing to holding company
Amount owing to related companies
Hire-purchase payables

Borrowings

Current tax labilities

Total current liabilities
Total liabilities

Total equity and liabilities
Key financial ratios:

Net tangible assets per share (sen)

Debt-equity ratio {times)

31122010 31122009  31.12.2008  31.12.2007
Note RM RM RM RM
556 3342298 2729641 - 2029391 1,194,093
557 6758736 488,986 439,506 445201

10,101,034 3218627 2463897 1639294

558 3,137,786 2,173,497 1,754,660 882,556
559 15906921 11,561,189 - 7,284,316 4,766,405
5510 12,753,693 7,629,076 6,407.987 4,202,100
4115075 2,028,041 1,026 434 2,518
35913475 23,391,803 16,473,397 .9,853,579
46014,509 26,610,430 18942294 11492873

5.5.11 300,000 100,000 100,000 100,000
5512 18,097,540 14175614 11102495 6,166,842

18,397,540 14275614 11,202,495 6,266,842

5.5.13 180,374. 211,446 218,532 93,374

5.5.14 831,810 1,012,847 220,419 231,441

5.5.15 319,000 200,000 153,000 84,500

1,331,184 1424293 591,951 409,315

5516 15721,374 7,375,644 5764,716 2,527,692

5.5.10 25,310 - 30,781 639,000

5510 9,386,047 2,593,565 537,848 643,863

5.5.13 79,859 101,811 79450 - 40,953

55.14 190,195 439,003 458,785 577,583
555 883,000 400,500 276,268 387,625

26,285,785 10,910,523 7,147,848 4816716
27616969 12,334,816 7,739,799 5226031
146,014,509 26,610,430 18,942,294 11492873
947121  14,275.61 11,202.50  6,266.84
0.07 0.12 0.09 0.15

80

328



[ Company No: 797771-M_|

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINVED)

5.3 GONGGA FOOD - STATEMENTS OF CHANGES IN EQUITY

Distributable
Reserve Total
Issued Retained Shareholders®
Capital Earnings Equity
Note RM - RM RM

Balance as of January 1, 2007 . 100,000 2,986,298 3,086,298

Total comprehensive income for the year - 3,780,544 3,780,544
Dividends : F - (600,000) (600,000)

Balance as of December 31, 2007 100,000 6,166,842 6,266,842

Total comprehensive income for the year - 4,935,653 4,935,653

-Balance as of December 31,2008 100,000 11,102,495 11,202,495

_Total comprehensive income for the year - 7,673,119 . 7,673,119
Dividends - F - (4,600,000) (4,600,000)
Balance as of December 31, 2009 100,000 14,175,614 141275’614

Total comprehensive income for the year - 7,921,926 7,921,926

Issue of shares 200,000 - 200,000
Dividends F - (4,000,000) (4,000,000}

Balance as of December 31, 2010 - 300,000 18,097,540 18,397,540

5.4 GONGGA FOOD - SUMMARISED STATEMENTS OF CASH FLOWS

FYE FYE FYE FYE .

31.12.2010 31.12.2009  31.12.2008 ° 31.12.2007

Note RM RM RM RM
Net Cash Generated From/(Used In)

Operating Activities 5,347,939 4,567,905 ~ 2,894,539 (225,216)
Net Cash Used In Investing Activities (2,467,294) (948,056)  (727.318)  (493,740)
Net Cash Generated From/(Used In)

Financing Activities (793,611) (2,618,242) -(1,021,038) 678,399
NET INCREASE/(DECREASE) IN

CASH AND CASH EQUIVALENTS 2,087,034 1,001,607 1,146,183 (40,557)
CASH AND CASH EQUIVALENTS

A'_I‘ BEGINNING OF YEAR 2,028,041 1,026,434 (119,749 (79,192)
CASH AND CASH EQUIVALENTS

AT END OF YEAR 5.5.18 4,115,075 2,028,041 1,026,434 (119,749
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
5.5 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS

551 REVENUE

FYE FYE FYE FYE
31122010  31.12.2009 31122008  31.12.2007

RM RM RM RM
Manufacturing sales 8,026,842 6,933,168  57212,089 4523390
Trading sales 72,999.444 57,785,647 42,246993 20,108,498

81,026,286 64,718,815 47,459,182 24,631,888

552 OPERATING COSTS APPLICABLE TO REVENUE

FYE FYE FYE FYE
31.12.2010 31.12.2009  31.12.2008  31.12.2007
Note RM RM _ RM RM
Changes in inventories of finished
goods, trading merchandise :
and work-in-progress (942,022) (352,027) (700,257) (337,911)
Other gains and losses 23,667 - - -
Raw materfals and consumables used 3,069,245 2,715,783 2,450,080 1,821,261
Purchase of trading merchandise 62,610,899 49,596,418 37,788,103 17,836,275
Employee benefit expenses 2,574,528 1,628,959 541,839 239,631
Depreciation of property,
plant and equipment 556 438034 283,077 186,863 94,532
Amortisation of prepaid lease payment  5.5.7 6,993 6,340 5,695 5,695
Other operating expenses 3,480,239 2,090,721 1,365,219 505,359

71,261,583 55,969,271 41,637,542 20,164,842

5.5.3 FINANCE COSTS

FYE FYE FYE FYE
31.12.2010 31.12,.2009  31.12.2008  31.12.2007
RM RM RM RM
Interest on: .
Term: loans 82,520 35,966 18,539 12,812
Hire-purchase 21,601 20,360 18,582 3,694
Bankers’ acceptances - 14,884 25,313 25,499
Bank overdrafis - - - 5.
Bank charges and commission 9,199 5,675 1,781 1,695
113,320 76,885 64,215 43,705
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10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

55 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

554 PROFIT BEFORE TAX

Profit before tax has been arrived at after crediting/(charging):

FYE FYE FYE FYE
31.12.2010 31,12.2009  31,12.2008  31.12.2007
RM RM RM RM
Net foreign exchange (loss)/gain: ‘

Realised (6,248) 740 28,698 (18,770)
Unrealised (559) 2,080 176 -
Rental of office (683,027) (530,127) (216,735) (34,752)

Rental of motor vehicles {44,400) - - -
Rental of hostel (1,340) (9,600) (800) -
Rental of others (216) - - -
Rental of factory paid to:
A close family member of
a director of Gongga Food (16,300) (16,500) (6,300) -
A company in which a director
has substantial financial interest (9,700) (9,800) (16,300) (12,600)
Others (16,800) (16,800) (6,300) (9,300)
Audit fee (23,000) (41,000) (30,000) (14,000)
Bad debts wriiten off - - (48,703) -
Loss on disposal of property,
plant and equipment (16,360) (3,958) (11,165) 22,40
Property, plant and equipment written off - (3,951) 6,473) -
Included in employee benefits expenses of Gongga Food are the following:
FYE FYE FYE FYE
31.12,2010 31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Contributions made to EPF 214,230 142,139 47,531 21,022
535 INCOME TAX EXPENSE
FYE FYE FYE FYE
31.12.2010 31122009  31.12.2008  31.12.2007
RM RM RM RM
Income tax comprises:
Current tax expense in respect of the
current year 2,621,600 1,608,000 1,090,000 570,000
Adiustments recognised in the current year in
relation to the income tax of prior years {19.736) (82,008) - 10,413 15,425
2,601,264 1,525,992 1,100,413 585425
Deferred tax expense/(income) relating to
origination and reversal of
temporary differences 99,000 47,000 71,500 32,517
Adjustments recognised in the current year in
relation to the deferred tax of prior years 20,000 - (3,000) 24.855
(Note 5.5.15) 119,000 47.000 68,500 51,372
2,720,264 1,572,992 1,168,913 642,797
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3.5

3.5.5

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The statutory income tax rate for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies with a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up 10 RM500,000. However, with effect from year of assessment 2009,
this preferential tax rate will no longer be applicable for companies that controls or being controlled directly
or indirectly by, or are related to another company which has a paid-up ordinary share capilal of more than
RIM?2,500,000. As a result, income tax rate of Gongga Food has also been revised accordingly.

The expense for the year can be reconciled to profit before tax as follows: .

Profit before tax

Income tax expense calculated at 25%
(31.12.2009: 25%; 31.12.2008:26%

- and 31.12.2007:27%)

Tax effects of:
Expenses that are not deduclible
in determining taxable profit
Income that are not taxable
in determining taxable profil
Reduction in deferred tax liabilities resulling
_from reduclion in tax rate
Effect of difference in tax rate applicable to
small and medium scale companies
Adjustments recognised in the current year

- in relation to the taxes of prior years:

Income tax
Deferred tax

Income tax expense for the year

Current tax liabilities

Income tax payable

FYE FYE FYE FYE
31.12.2010  31.12.2009 31122008  31.12.2007
RM RM RM RM
10,642,190 9246111 6,104,566  4,423341
2,661,000 2,312,000 1,587,000 1,194,302

59,000 9,000 57,000 6,746

- (666,000)  (446,500)  (560,291)

- - (6,000) (3,240}

- - (30,0000 (35,000
(19,736) (82,008) 10,413 15,425
20,000 - (3,000) 24 855
2720264 1572992 1168913 642,797
31.12.2010  31.12.2009  31.12.2008 31.12.2007

RM RM RM RM

883,000 400,500 276,268 387,625
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ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

33

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5.5.6 PROPERTY,PLANT AND EQUIPMENT (CONTINUED)

5.3.7

Leasehold buildings of Gongga Food are charged to certain local licensed banks for facilities granted to
Gongga Food as mentioned in Note 5.5.14.

The carrying amounts of assets nnder hire-purchase arrangements are as follows:

31122010  31.12.2009  31.12.2008 31.12.2007

RM RM RM RM
Motor vehicles 347,391 445,011 386,724 188,191
PREPAID LEASE PAYMENTS
Short-term  Long-term
leasehold leasehold

land land Total

RM RM RM
Cost
As of January 1, 2007 - - -
Effect of adoption of FRS 117 50,000 400,000 450,000
Additions - 896 896
As of December 31, 2007 50,000 400,896 430,896
Additions - - -
As of December 31, 2008 ) 50,000 400,896 450,896
Additions 55,820 - 55,820
As of December 31, 2009 105,820 400,896 506,716
Additions - 6,276,743 6,276,743
As of December 31, 2010 105,820 6,677,639 6,783,459
Accumulated amortisation
As of Janmary 1, 2007 - - -
Amortisation for the year 1,087 4,608 5,695
As of December 31, 2007 1,087 4,608 5,693
Amortisation for the year 1,087 4,608 5,695
As of December 31, 2008 . 2,174 9,216 11,390
Amortisation for the year 1,732 4,608 6,340
As of December 31, 2009 3,906 13,824 17,730
Amortisation for the year 2385 4,608 6,993
As of Dccember 31, 2010 6,291 18,432 24,723
Carrying amount -
As of December 31, 2007 48,913 396,288 445201
As of December 31, 2008 47,826 391,680 439,506
As of December 31, 2009 101,914 387,072 488,986
As of December 31, 2010 99,529 6,659,207 6,758,736

Leasehold land of Gongga Food is charged to certain local licensed banks for facilities granted to Gongga
Food as mentioned in Nole 5.5.14.
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5.3

558

5.5.9

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INVENTORIES

Raw materials

Packing maierials

Work-in-progress

Finished goods and trading merchandise

31.12.2009

31.12.2010 31.12.2008  31.12.2007
RM RM RM RM
396,971 335,370 227,887 157,899
143,824 183,158 223,831 121,972

18,205 16,285 19,003 25,599
2,5787786 1,638,684 1283939 577,086
3,137,786 2,173,497 1754660 882,556

The cost of inventories of Gongga Food recognised as an expense during the year was as follows:

Cost of inventories

TRADE AND OTHER RECEIVABLES

Trade receivables
Other receivables
Refundable deposits

Loans and receivables

Advance payment for acquisition
of plant and machinery

Prepaid expenses

FYE FYE FYE FYE
31122010 31122009 31122008  31.12.2007
RM RM RM RM
65604868 52,584,709 40055673 19711540
31.12.2010  31.12.20059  31.12.2008  31.12.2007
RM RM RM RM
15,596,754 11,138,685 7,071,755 4,719,083
4,500 10,500 3,000 -

302,367 196,227 157,527 43,815

15,003,621 11,345412 7,232,282 4,762,898
- 194,242 26,000 -

3,300 21,535 26,034 3,507

15,906,921 11,561,189 7,284,316 4,766,405

Trade receivables comprise amounts receivable for the sale of goods, Cerlain trade transactions were on cash

terms and credit period for remaining non-interest bearing trade transactions were as follows:

Credit period

The currency profile of trade receivables is as follows:

Ringgit Malaysia
United States Dollar
Singapore Dollar

FYE FYE FYE FYE
31.12.2010  31.12.2009  31.12.2008 31.12.2007
Days Days Days Days
30 to 90 30 to 60 30 30

31.12.2010  31.12.2009  31.12.2008 31.12,2007
RM RM RM RM
15,572,454 11,091,354 7,068,114 4,677,364
13,975 25,414 3,641 -
10,325 21,917 - 41,719
15,596,754 11,138,685 7,071,755 4,719,083
88
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55.10

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
TRADE AND OTHER RECEIVABLES (CONTINUED)
Included in trade receivables of Gongga Food are related parties’ balances as follows:

31.12.2010 | 31.12.2009  31.12.2008  31.12.2007
RM RM RM RM

Related parties’ balances 11,605,463 8,834,387 3,127,333 3,044,720

Included in trade receivables of Gopgga Feod are receivables with total carrying amount of RM1,847,678
which are past due as of December 31, 2010 for which Gongga Food has not provided for impairment loss.
Gongga Food does not hold any collateral over these balances nor does it have a Iegal right to offset against
amy amounts owed by Gongga Food to the counterparty.

Ageing of trade receivables which are past due but not impaired as of December 31, 2010 are as follows:

31.12.2010
RM
91 — 120 days 705,937
121 days — 180 days 769,189
Over 180 days 372,552
1,847,678
Average age (days) 149

Gongga Food seeks to mainlain strict control over its ontstanding trade receivables and has a credit period
policy 1o minimise credit risk. Overdue balances are reviewed regularly by management. Gongga Food has
not provided for impairment loss on trade receivable accounts that are past due as there has not been a
significant change in credit quality and the amounts are still considered recoverable,

Transactions with related parties are disclosed in Note 5.5.10.
HOLDING COMPANY AND RELATED PARTY TRANSACTIONS .

The amount owing to holding company arose from dividend payable, management fees and rental expenses,
advances and expenses paid on behalf which are unsecured and interest-free and repayable upon demand.

31122010 31122009 31.12.2008  31.12.2007

RM RM RM RM
Amount owing by related companies consist of;:
Trade account 12,753,693 7,629,076 6,407,987 4,145,369
Non-trade account - - - 56,231

12,753,693 7,629,076 6,407,987 4,202,100

Amount owing to related companies consist of:

Trade account 4,331,276 1,193,062 537,848 395,407
Non-trade account 5,054,771 1,400,503 - 248,456
9,386,047 2,593,565 537,848 643,863

The trade balances owing Lo related companies are subject to the normal trade terms. The balances of non-
trade nature are nnsecured, interest-free and are repayable upon demand.

89
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5.5

5.5.10

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

During the financial year, significant related party transactions are as follows:

Holding company

Dividend paid/payable

Renial of premises paid/ payable
Management fees paid/payable
Advances granted

Repayment of advances granted

Other related companies
Kopiliam Asia Pacific
Advances received

Trade sales

Trade purchases

Repayment of advances received
Advances granted

Repayment of advances granted

Old Town Kopitiam
Trade sales )
Repayment of advances granted

Oldtown Singapore
Trade sales
Transport charges received/receivable
Invoicing and warehouse service
charges reccived/receivable

‘White Cafe Marketing
Trade sales
Sale of property, plant and equipment
Trade purchases
Repaymeni of advances granted

White Cafe
Trade purchases
Advances received
Advanees pranted
Repayment of advances granted

Other related parties

AC Montage Marketing Sdn, Bhd.
Rental of premises paid/payable
Rental deposits paid/ payable
Utilities deposit paid/payable

(Forward)

FYE .FYE FYE FYE
31122010 31122009  31.12.2008  31.12.2007
RM RM RM RM

4,000,000 4,600,000 - -
496,627 496,627 186,235 -
348,000 348,000 348,000 144,000

. - 99,000 103,000
. - 60,000 142,000

2,800,000 230,000 - -

382,544 204,123 46 22,800
50,136 336 - -
- 230,000 - -

- - - 200,000

- - 56,231 303,769

19,912,084 14,245,665 9,855,954 4,849,470

- - - 230,000

2,458,801 1,622,589 912,417 10,307
56,090 - - -
21000 - - - - -

1,867,432 1,486,300 1,389,349 1,257,444
- 50,350 - -

- - 24,657 18,874

. - - 99,000

4,283,589 3,296,945 2,867,782 970,103
1,350,000 1,400,000 - -
- - 315,000 -
. - 315,000 -
35,300 9,600 200 -
6,600 - - -
1,000 - - -
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535 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5.5.10 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31.12.2010 31.12,2009 31.12.2008 IL12.2007
RM rM RrM RrM
Other related companies (continued)
Acadian Gourmet KK Sdn. Bhd
Trade sales 501,390 437,476 - -
Acadian Gourmet PB Sdo. Bhd
Trade sales 703,266 34,133 - -
Acadian Gourmet Sdn. Bhd
Trade sales 369,945 569,615 462,265 104,253
CN Supplies Sdn. Bhd
Purchase of property, plant and equipment - 250,000 - -
Rental paid/payable - 9,200 16,800 12,600
Trade purchases - .- - 160,996
* Conneczone
Trade sales 2,316,761 2,161,153 1,670,640 986,581
Dynasty Confectionery
Trade purchases 4,389,666 4,208,736 3,534,631 673,350
Rental of motor vehicles paid/payable 44,400 - - -
Purchase of consumables 616 - - -
Dynasty Kitchen
Trade sales 6,145,225 5,003,397 4,736,185 2,078,022
Sale of property, plant and equipment . - - 46,000 -
Emperor's Kitchen
Trade purchases 20,662,185 17,661,361 14,587,004 6,989,541
Rental of premises paid/payable 1,340 - - -
Purchase of property, plant and equipment - 8,341 104,550 -
Trade sales - 172 - -
"Esquire Chef
Trade purchases 5145514 4750522 3,084,364 862,779
Sale of property, plant and equipment - - - 19,505
GC Alamanda Sdn. Bhd.
Trade sales 464,228 126,875 - -
GC Ampang Sdn. Bhd
Trade sales 648,788 417,356 - -
GC Bangsar 8dn. Bhd.
Trade sales 616,462 655,356 156,861 .

(Forward}
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5.5.10

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

Other related parties (continued)
GC Bangsar Two Sdn. Bhd,

Trade sales

GC Brickfields Sdn. Bhd.
Trade sales

GC Kapar Sdn, Bhd.
Trade sales

GC Porl Klang Sdao. Bhd.
Trade sales

GC R Laut Sdo. Bhd.
Trade sales

GC Selayang Sdn. Bhd.
Trade sales

GC Sonth City Sdn. Bhd.
Trade sales

Gourmet Chef Sdn Bhd.
Trade sales

Gourmet Corner Sdn. Bhd.
Trade sales

Gourmmet Corner Ipoh Sdn. Bhd.

Trade sales

Gonrmet Comer KL Sdn Bhd.

Trade sales

Natural Marketing Sdn_ Bhd.

Trade purchases

Nam Heong
Trade sales

Qld Town Kopitiam Buttersorth

Trade sales

Qld Town Kopitiam Cheras

Trade sales

(Forward)

FYE FYE FYE FYE
31122010 31122009 31122008  31.12.2007
RM RM RM RM
513,372 165,219 : .
692,635 . . -
454,317 418,992 222,319 -

- 227,764 - -
344,787 325,211 : .
539,403 279,643 - -
421,275 502,830 323,823 -
495,401 633,311 728,727 -
891,355 912,464 | 1,000,852 436,259
862,399  1037,591 1,046,912 727,338
808,023 732,517 671,064 -
259,005 254,189 204,645 94,374

- 7,138 7,290 14,938

1,928,186 1,475,770 675,362 524,688
2,957,404 37776586 4174628  1993,698
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5.5.10

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

Other related parties (continued)
0Old Town Kopitiam Kuala Lumpur
Trade sales

OldTown Kopitiam Pavilion Sdn. Bhd.
Trade sales

OTK Ipoh Road Sdn. Bhd.
Trade sales

OTK Logistics Sdn. Bhd.
Trade sales

- OTK Manjung Sdn. Bhd.
Trade sales

OTK Megah Sdn. Bhd.
Trade sales

OTK Northern Sdn. Bhd.
Trade sales

OTK Sarawak Sdn. Bhd.
Trade sales

OTK Sunway Sdn. Bhd.
Trade sales

OTK USJ Sdn. Bhd.
Trade sales

OTK (Alam Damai) Sdn. Bhd.
Trade sales

OTK (Genting) Sdn. Bhd.
Trade sales

OTK (Intan) Sdn. Bhd.
Trade sales

OTK (Kuala Sclangor) Sdn, Bhd.
Trade sales

OTK (Petaling Jaya) Sdo. Bhd.
Trade sales

(Forward)

FYE FYE FYE FYE
311220010 3L12,2009 31122008  31.12.2007
RM RM RM RM
1,771,871 1,722,045 2,121,889  1611,395

- 400,611 52,186 -

453,670 250,538 - -
2,127,665 798,755 304,184 -
580,416 625,892 ; -
366,757 217,770 - .
89,351 58,041 . -
16,886 - - .
652,104 714,931 324,389 -
529,405 367,734 17,933 -
343,465 - - -
4,500,322 3,029,811 1,111,092 174,604
573,020 517,284 - .
328,560 . . .
1222390 1429569 1,699,544 94,784
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G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
3.5 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

53.5.10 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31.12.2010  31.122009 31122008  31.12.2007
RM RM RM RM
Other related parties (continued)
OTK (Rawang) Sdn. Bhd.
Trade sales 527,907 71,837 - -
OTK (Shah Alam) Sde. Bhd
. Trade sales 465,651 148,707 - -
Lee Siew Ming )
Rental paid 16,800 16,800 6,300 -
OTK Eatery
Trade sales - - 212,719 -
Advance City Limited
" Trade sales - - 33,279 36,140

The relationships of the relaled parties with Oldlown group of companies are disclosed in Chaplers 5 and 7
of the Prospectus of Oldtown.

Compensation of key management personnel

There is no directors’ remuncration paid during the financial year. Other than the directors, there are no
other key management personnel in Gongga Food.
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[ Company No: 797771-M |

10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

5.5

5.5.12

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

RETAINED EARNINGS

In accordance with the Finance Act, 2007, the single tier income tax system became effective from the year
of assessment 2008. Under this system, tax on a company’s profit is a fingl tax, and dividends paid are
exempted from tax in the hands of the shareholders. Unlike the previous imputation system, the recipient of
the dividend would no longer be able 1o claim any tax credit.

Companies without Section 108 tax credit balance will antomatically move to the single tier tax system on
January I, 2008. However, companies with such tax credits are given an irrevocable option to elect for the
single tier tax system and disregard the tax credit or continne to use the tax credits under Section 108
account to frank the payment of cash dividends on ordinary shares for a period of 6 years ending December
31, 2013 or until the iax credits are fully uiilised, whichever comes first. During the transitional period, any
tax paid will not be added to the Section 108 account and any tax credits wtilised will rednce the tax credit
balance. All companies will be in the new system on January 1, 2014,

As of December 31, 2010, Gongga Food has not opted to disregard the Scction 108 tax credit in accordance
with the Finance Act, 2007. Gongga Food may utilise the Section 108 tax credit balance which has been
frozen as of December 31, 2007 to frank dividend payments during the six-year trancitional period. Based
on the prevailing tax rate applicable to dividend, Gongga Food has sufficient Section 108 tax credit and tax
exempt income (o frank dividends amounting to RM1,559,000 out of its relained earnings as of December
31, 2010. If the balance of the retained earnings of RM16,539,000 were to be distributed as dividends,

Gongga Food would switch to a single tier tax system and the balance of the dividends would be single tier
dividend.
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[ Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

5.5 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5.5.13 HIRE-PURCHASE PAYABLES (CONTINUED)
The terms for hire-purchase and average effective financing rates per annum are as follows:
FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
Terms (years) Jto5 3to5 3t05 3to5
Average effective financing rates (%) 7.21 7.39 7.38 7.837
Interest rates are fixed at the inception of the hire-purchase arrangements.
Hire-purchase payables of Gongga Food are secured by the assets under hire-purchase.
The fair values of Gongga Food’s hire-purchase payables are approximately equal to their canmying
amounts,
5.5.14 BORROWINGS
31.12,2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Secured:
Term loan 1,022,005 1,199,850 229,204 236,757
Bankers’ acceptances - 252,000 450,000 450,000
Bank overdrafts - - - 122,267
1,022,005 1,451,350 . 679,204 809,024
Less: Amount due within 12 months -

(shown under current liabilities) (190,195} (439,003) (458,783) (577,583)
Non-current portion 331,810 1,012,847 220,419 231,441
The non-current portion is repayable as follows:

31.12.2010 31.12.2009 31.12.2008 31.12,2007
RrM M RM RM
Financial years ending;

2009 - - - - 5,804
2010 - - 9,837 6,275
2011 - 199,719 10,506 6,777
2012 204,555 213,300 11,220 7319
2013 219,999 227,804 11,983 8,865
2014 219,371 203,989 12,798 9,575
2015 8,611 13,399 13,669 10,341
2016 and above 179,274 154,636 150,406 176,485

831,810 1,012,847 220,419 231,441
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[ Company No: 797771-M |

10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

5.5

5.5.14

5.5.15

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
BORROWINGS (CONTINUED)

Total term Ioan and other facilities with local lict_eused banks are as follows:

31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Total approved limits 2,440,000 2,440,000 1,440,000 790,000

These facilities are secured by land and buildings of Gongga Food as mentioned in Notes 5.5.6 and 5.5.7.

Certain facilities are guaranteed by Syarikat Jaminan Pembiayaan Perniagaan. All the above facilities are
also guaranteed by all the directors of Gongga Food jointly and severally.

Gongga Food has two (2) term loans that are repayable as follows:
i) 240 monthly instalments of RM1,837 each commencing April 2006; and
i) 60 monthly instalments of RM19,707 each commencing November 2009.

In 2007, Gongga Food breached one of the loan covenants which stipulate that Gongga Food shall not
declare or make any payment to its shareholders by way of dividends without the consent of the lending
bank during the tenure of the facility. The matter has since been resolved as Gongga Food obtained from
the bank, via letter dated April 17, 2009, its consent for the dividend payment made.

The effective interest rates per anuum are as follows:

FYE FYE EYE FYE
31.12.2010 31.12,2009 31.12.2008 31,12.2007
% % % %
Term loan 1.55 6.80 to 7.05 8.00 8.00
Bankers’ acceptances - 2.34 t0 4.22 3.68105.79 3.80103.90
Bank overdrafts _ - - 8.00 8.00
The fair vatues of Gongga Food's borrowings approximate their carrying amouuts.
DEFERRED TAX LIABILITY
31.12,2010 31.12.2009 31,12.2008 31.12.2007
RM RM RM RM
At beginning of year 200,000 153,000 84,500 27,128
Recognised in
profit or loss (Note 5.5.5) 119,000 47,000 68,500 57,372
At end of year 319,000 200,000 153,000 84,500

The deferred tax liability is in respect of temporary differences between tax capital allowances and book

depreciation of property, plant and equipment.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

8.8
5.5.16

5.5.17

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TRADE AND OTHER PAYABLES
31122010 31122009 31122008  31.12.2007
RM RM RM RM
Trade payables 10,574,266 7,085,163 5,503,207 2,426,874
Other payables 4,902,793 92,341 49,167 79,220
Accrued expenses 244,315 198,140 212,342 21,598

15,721,374 7,375,644 5,764,716 2,527,692

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The
credit terms granted to Gongga Food for trade purchases ranged from 30 days to 60 days. These amounts
are non-interest bearing. Gongga Food has financial risk management policies in place to ensure that all
payables are paid within the credit timeframe.

Included in trade payables of Gongga Food are related parties’ balances as follows:

31.12,2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM

Related parties’ balances 5320691 3248287 3,117279 1,262,564

The amounts owing to other payables are imsecured, interest-free and are repayable upon demand.
Transactions with related parties are disclosed in Note 5.5.10.

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Catepories of financial insiruments

31.12.2010
Financial assets M
Loans and receivables:
Trade and other receivables 15,903,621
Amount owing by related companies 12,753,693
Cash and cash equivalents — cash and bank balances 4,115,075
Financial Habilities
Amortised costs: .
Trade and other payables 15,721,374
Amount owing to holding company 25,310
Amount owing to related companies 9,386,047
Hire-purchase payables 260,233
Borrowings 1,022,005

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of Gongga Food. Management continually monitors
the Gongga Food’s risk management process to ensure that an appropriate balance between risk and

control is achieved. Risk management policies and system are reviewed regularly to reflect changes in
the market conditions and Gongga Food’s activities.

There has been no change to Gongga Food’s exposure to these financial risks or the manner in which it
manages and measures the risk.

{a) Credit risk management
The maximum exposure to credit risk in the event that the counterparties fail to perform their

obligations as of December 31, 2010 in relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the statement of financial position.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

) 5.5 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5.5.17 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

@)

At the end of the reperting date, Gongga Food is subject to significant concentration of credit risk
as 75% of its trade receivables are with its related parties. Majority of these amounts have been
received since the period end.

Liguidity and cash flow risks management

Ultimate responsibility for liquidity and cash flow risks management rests with the Board of
Directors, which has establish an appropriate liquidity and cash flow risks management framework
for the management of Gongga Food’s shoxt, medium and long-term funding and ligquidity and cash
flow management requirements. Gongga Food manages liquidity and cash flow risks by
maintaining adequate reserves and banking facilities by continuously monitoring forecast and
actual cash flows and matching the maturity profiles of financial assets and financial liabilities,

Management is of the view that Gongga Food’s exposure to liquidity and cash flow risks are
minimal as Gongga Food has sufficient funds to finance its ongoing working capital requirements.

The maturity profile for the non-derivative financial assets/liabilities of Gongga Food at the
reporting date based on the undiscounted cash flows of the respective financial assets/liabilities

representing the earliest date on which Gongga Food is entitled to receive/required to pay, is as-
follows:

On demand
or within One year
to Over five
one year five years years Total
RM RM RM RM

Non-derivative financial assets:

Trade and other receivables 15,903,621 - - 15,903,621

Amount owing by related companies 12,753,693 - - 12,753,693

Cash and bank balances 4,115,075 - - 4,115,075
Total undiscounted non-derivative

financial assets T 32,772,389 - - 32,772,389
Non-derivative financial liabilities:

Trade and other payables 15,721,374 - —_— 15,721,374

Amount owing to holding company 25,310 - - 25,310

Amount owing to related companies 9,386,047 - - 9,386,047

Hire- purchase payables 79,859 180,374 - 260,233

Borrowings 190,195 661,798 170,012 1,022,005
Total undiscounted non-derivative

financial liabilities 25,402,785 842,172 170,012 26,414 969
Total net undiscounted non-derivative

financial assets/(liabilities) 7,369,604 (842,172) (170,012) 6,357,420

Gongga Food has not committed to any derivative financial instruments during financial period
ended December 31, 2010,
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
3.5 GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5.5.17 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED) '

(¢} Market risk

Gongga Food’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates and interest rate,

There has been no change to Gongga Food's exposure to market risks or the manner in which
these risks are managed and measured. ’

(i) Foreign currency risk management

Gongga Food has minimal foreign currency risk exposure as most of its transactions are
denominated in Ringgit Malaysia, which is the functional camrency of Gongga Food. The
management does not consider Gongga Food’s exposure to foreign exchange risk significant
as of December 31, 2010. Therefore, sensitivity analysis for foreign currency risk is not
disclosed.

(i} Interest rate risk management

Interest rate risk is the risk that the fair value or futare cash flows of Gongga Food’s financial
instruments will fluctuate because of changes in market interest rates. Gongga Food’s
exposure to interest rate risk arises primarily from their loans.

Interest rate sensitivity analysis

As of December 31, 2010, if interest rates had been 100 basis points lower/higher, with all
other variables held constant, Gongga Food’s profit net of tax would have been RM10,220
lower/higher arising mainly as a result of lower/higher interest expenses on floating rate
borrowings. The assumed movement in basis poinis for interest rate semsitivity analysis is
based on the currently observable market environment..

{d) Capital risk management

Gongga Food manages its capital to ensure Gongga Food will be able to continue as going concern
while maximising the retwrn to stakeholders through the optimisaton of the debt and equity
balance, Gongga Food’s overall strategy remains unchanged from 2009.

The capital structure of Gongga Food consists of net debt and equity of Gongga Food, Gongga
Food is not subject to any externally imposed capital requirements.

Fair Values of Financial Assets and Financial Liabilities

The fair value of long-term financial assets and liabilities are determined by the present value of future
cash flows estimated and discounted using the current interest rates for similar instruments at the end
of the: reporting date. There is no materizal difference between the fair values and carrying values of
these assets and liabilities as of the reporting date.

The carrying amounts of cash and cash equivalents, trade and other receivables, trade and other
payables and inter-company indebtedness approximate their respective fair values due to the relatively
short-term maturity of these financial instruments. The fair values of other classes of financial assets
and liabilities are disclosed in the respective notes to the financial statements.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTENUED)

3.3
5.5.18

5.5.19

5.5.20

5.5.21

GONGGA FOOD - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
CASH AND CASH EQUIVALENTS
31.12.2010  31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
Cash and bank balances 4,115,075 2,028,041 1,026,434 2,518
Bank gverdrafts - - - (122,267)

4,115,075 2,028,041 1,026,434 (119,749)

CAPITAL COMMITMENT
Gongga Food has the following capital commitments in respect of property, plant and equipment:
31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Capital expenditure
Contracted but not provided for - 410,553 39,000 116,122
- 410,553 39,000 116,122

OPERATING LEASE ARRANGEMENTS

Operating leases relates to leases of offices and warehouses with average lease term of 2 to 3 years. All
operating Iease contracts contain market review clauses in the event that the lessee exercises its option to

renew. Gongga Food does not have an option to purchase the leased offices and warehouses at the expiry
of the lease period.

Payment recognised as an expenses are as follows:

FYE FYE FYE FYE
31122010 31122009 31122008 31122007
RM RM RM RM
Minimum lease payments 720,527 555327 246 935 57.152

Non-cancellable operating lease commitments are as follows:

31.12.2010 31.12.2009 31.12,2008 31.12.2007

RM RM RM RM
Within one year 505,914 725,727 567,627 38,675
In the second to fifth year inclusive 255,200 598,528 209,841 9,800

761,114 1,324,255 1,377,468 48,475

SIGNIFICANT EVENTS

On December 28, 2009, the ultimate holding company entered into Sale and Purchase Agreement (as
was supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and supplemental
agreement dated December 9, 2010) with Oldtown to dispose off its entire equity interest in Gongga

Food. )
On April 12, 2011, Securities Commission had granted Oldtown the approval for the proposed listing on

the Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the
transfer of shares before June 2011.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
6. KOPITIAM ASIA PACIFIC

6.1 KOPITIAM ASIA PACIFIC - STATEMENTS OF COMPREHENSIVE INCOME

FYE FYE ¥YE FYE
31.12,2010  31.12.2009 31.12.2008 31.12.2007
Note RM RM RM RM
Revemue 651 34,707,872 28362,996 18092237 7,269,425
Direct expenses (654,579)  (435,225) - -
Cost of sales (10,619,376) (5,102,309 (5,840,227) (3,053,252)
Gross profit 23,433,917 18,825462 12,252,010 4,216,173
Other income - net 671%,552 433,448 695,806 144,021
Selling and distribution expenses (10,403,613) (9,538,171) (6,036,437) (2,515,450)
Administrative and general expenses (3,379,192) (2,730,852) (1,870,802) (1,096,479
Other expenses (17,918)  (16,258) (8.490) (106,094
Profit from operations 10,306,746 6,973,629 5,032,087 642,171
Finance costs 6.53 (256,028) (220,413) (102,195) (12,970)
Profit before tax 6.5.4 10,050,718 6,753,216 4,929,892 629,201
Income tax expense 6.5.5 (2,874,669) (1,467,060 {(1,391,246)  (183,058)
Profit and total comprehensive
income for the year attributable
to owner of Kopitiam Asia Pacific 7,176,049 5,286,156 3,538,646 441,143
Key financial ratios:
' Weighted average number of
ordinary shares of RM1.00 each
in issue (units) 1,250,000 1,250,000 1,250,000  * 247 945
Gross profit margin (%) 67.52 66.37 67.72 58.00
Basic eammings per share (sen) 574.08 422.89 283.09 177.92
Effective tax rate (%) 26.07 29.53 2225 28.74

* Calculated based on 249,997 new ordinary shares of RMI each issued at par on January 24, 2007 and 1,000,000
new ordinary shares of RM! each issued at par on December 27, 2007
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION CONTINUED)

6.2

KOPITIAM ASIA PACIFIC - STATEMENTS OF FINANCIAL POSITION

ASSETS (Note 6.5.18)

Non-current assets

Property, plant and equipment
Investment in a subsidiary comparny
Investment in associated cornpanies
Other investments

Deferred tax asset

Total non-current assets

Current asseis

Inventorics

Trade and other receivables

Amount owing by ultimate holding
Company

Amount owing by subsidiary company

Amount owing by related company

Amount owing by associated companies

Current tax asset
Fixed deposit, cash and bank balances

Total cnrrent assets
Total assets

EQUITY AND LIABILITIES
Capital and reserves

Issued capital

Retained earnings

Total equity

Non-current liahilities
Hire-purchase payables
Borrowings

Deferred income

‘Total non-current liabilities

Current liabilities

Trade and other payables

Amount owing to related companies
Awmount owing to a director
Hire-purchase payables

Borrowings

Current tax liability

Deferred incoime

Totai current liabilities

Total Habilities

Total equity and liabilities

Key financial ratios:

Net tangible assets per share (sen}
Debt-equity ratio (times)

31.12.2010 31,12.2009 31.12.2008 31.12.2007
Note RM RM RM RM
656 2,581,567 2,261,035 1,797,935 1,062,057
657 1,199,998 1,199,998 1,199,998 1,199,998
658 60,000 60,000 60,000 60,000
6.5.9 29,000 29,000 29,000 29,000
6.5.10 1,065,000 768,000 515,000 435,246
4,935,565 4,318,033 3,601,933 2,786,301
6.5.11 1,760,682 1,009,423 539,122 345,722
6.5.12 6,028,300 5,535,759 5,596,979 2,269,959
6513 1454652 620304 418912 9 880
6,5.13 13,724,698 9,857,793 3,078,055 654,582
6.5.13 3,797,943 193,037 79,824 100
6.5.13 976,654 828,190 659,684 562,495
6.5.5 - - - 38,666
6.5.14 2333,890 1,846,905 1,688,965 152,812
30,076,819 19891411 12,061,541 4034216
35,012,384 24209444 15,663,474 6,820,517
6.5.15 1,250,000 1,250,000 1,250,000 1,250,000
6.5.16 16,568.940 9392891 4,106,735 568,089
17,818,940 10,642.891 5,356,735 1,318,089
6.5.17 486,651 576,956 620,054 504,020
6.5.18 2,077,650 2,261,712 798,687 -
6.5.19 3,597,590 2,617,318 1838069 1,256,510
6,161,891 5455986 3,256,810 1760,530
6.5.20 6,438,169 5,550,977 4,562,688 2,200,231
6.5.13 1,419,626 750,388 805,000 408,789
6.5.13 - - - 40,982
6.5.17 213,193 178,833 144,940 119,896
6.5.18 678,207 - - -
6.5.5 715,500 423,000 778,901 -
6.5.19 1506858 1,207,369 758,400 472,000
11,031,553 8,110,567 7,049,929 32418938
17,193,444 13,566,553 10,306,739 5,002,428
35,012384 24209444 15,663,474 6,820,517
1.425.52 851.43 428 54 733.26
0.19 0.28 0.29 0.34
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
6.3 KOPITIAM ASIA PACIFIC - STATEMENTS OF CHANGES IN EQUITY

Distributable
Reserve Total
Issned Retained Shareholders’
Capital Earnings Equity
Note RM kM kM
Balance as of Jaouary 1, 2007 3 377,146 377,149
Total comprehensive income for the year - 441,143 441,143
Issue of shares 6.5.15 1,249,997 - 1,249,997
Dividend F - (250,200) (250,200)
Balance as of December 31, 2007 1,250,000 568,089 1,818,089
Total comprehensive income for the year - 3,538,646 3,538,646
Balance as of December 31, 2008 1,250,000 4,106,735 5,356,735
Total comprehensive income for the year - 5,286,156 5,286,156
Balance as of December 31, 2009 1,250,000 9,392,891 10,642,891
Total comprebensive income for the year - 7,176,049 7,176,049
Balance as of December 31, 2010 1,250,000 16,568,940 17,818,940
6.4 KOPITIAM ASIA PACIFIC - SUMMARISED STATEMENTS OF CASH FLOWS
EYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008  31.12.2007
Note M RM RM M
Net Cash Generated From
Operating Activities 4,399,406 265,009 1,873,851 768,281
Net Cash Used In Investing Activities (4,596,270)  (1,172,369) (1,881,486) (1,749,282)
Net Cash Generated From
Financing Activities 327,879 1,009,407 543,788 925,563
NET INCREASE/(DECREASE)
IN CASH AND CASH
EQUIVALENTS 131,015 102,047 536,153 (55,438)
CASH AND CASH
EQUIVALENTS AT
BEGINNING OF YEAR 791,012 688,965 152,812 208,250
CASH AND CASH
EQUIVALENTS AT
END OF YEAR 6522 922,027 791,012 688,965 152 812
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ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5

6.5.1

6.5.2

6.5.3

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS

REVENUE

Trading sales

Royalty fees

Advertising and promotion fees
Franchise fees

Accounting fees

Sale of food and beverages
Rights fee

Initial training fee

Dividend income

Outlet opening fee

OPERATING COSTS APPLICABLE TO REVENUE

Changes in inventories of
trading merchandise, food,
beverages and consumables

Purchase of trading merchandise

Purchase of food, beverages
and consumables

Employee benefit expenses

Depreciation of property,
plant and equipment

Impairment of property,
plant and equipment

Other operating expenses

FINANCE COSTS

Interest on:
Term loan
Hire-purchase
Bank overdraft
Bank charges and commitment fees

Note

6.5.6

6.5.6

FYE FYE FYE FYE
31122010 31122009 31122008 31.12.2007
RM RM RM RM
12,780,825 11,561,516 6,851,410 3,268,640
11633,922 9,101,525 6,568,622 3,426,210
6,717,638 5349729 3,721,263 -

1,512,446 1,036,715 674,042 394,050
. 464,066 327,900 216,900 120,300
505,399 373,944 - -
500,000 - 291,667 - -
321,570 - - -
210,000 320,000 60,000 60,225
62,006 - - -
34,707,872 28,362,996 18,092,237  7,269425
FYE FYE FYE FYE
31,12.2010 31122009 31122008 31.12.2007
RM RM RM RM
(751,259)  (470301)  (193,400)  (215,264)
11,388,429 9,537,287 6,033,627 3,268,516
261,090 195,133 - -
5,078,503 8,559,529 4759479 2,106,043
840,985 612,502 398,408 179,715
. - - 106,094
8,338,674 8199215 5035844 1954734
25,156,422 26,633,365 16,033,958 7,399,838
FYE FYE FYE FYE
31.12.2010 31122009 31.12.2008  31.12.2007
RM RM RM RM
175,994 142,029 14,600 -
43,339 44,966 55,847 11,225
20,330 14,157 21,762 -
15,815 19,261 9,986 1,745
256,028 220,413 102,195 12,970
107
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ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5

6.5.4

6.5.5

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
PROFIT BEFORE TAX
Profit before tax has been arrived at after crediting/(charging):

FYE FYE FYE FYE
31.12.2010 31.12.2009  31.12.2008  31,12.2007
RM RM RM RM
Rental income 50,750 112,790 79,320 72,430
Fixed deposit interest 28,477 55,893 - -
Bad debis recovered 6,227 - - -
Rental of:
Office (196,261) {118,135) (230,063)  (155,000)
Hostel {117,230) (123,875) (61,900) (31,420)
Ontlets (31,200) (31,200) - -
Shop . (17,250) (84,000) - -
Store (16,000) (52,800) - -
Warewashing machine {9,600) (6,400) - -
Avdit fee (28,000) (27,000) {20,000) (14,000)
Unrealised loss on foreign exchange (5,021) “ - -
Realised (loss)/gain on foreign exchange (4,917 (13,608) 11,990 -
Property, plant and equipment written off (301) {3,482) - -
Allogwance for doubtful debis - (12,331) - -
Deferred expenditure written off - - - (11.845)

Included in employee benefits expenses of Kopitiam Asia Pacific are the following:

FYE FYE FYE FYE
31.12.2010 31122009  31.12.2003  31.12.2007
RM RM RM RM
Coniributions made to EPF 467412 325,907 213,215 115,483
INCOME TAX EXPENSE
FYE FYE FYE FYE
31.12.2010 31122009 31.12.2008  31.12.2007
RM RM RM RM
Income tax comprises:
Current tax expense in respect of the
current year 2,953,000 1,971,000 1477874 278,000
Adjustments recognised in the current year
in relation to the current tax of prior years 218,669 (250,940) (6,874) 322

3,171,669 1,720,060 1,471,000 278,322
Deferred tax income/(expense) relating to

origination and reversal of

temporaty differences (333,000)  (231,400) (108,633) (90,264)
Adjustments recognised in the current year

in relation to the deferred tax of prior years 36,000 (21,600) 28,879 -
(Note 6.5.10) ‘ (297,000)  (253,000) (79,754) (90,264)

2,874,669 1,467,060 1,391,246 188,058
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5

6.5.5

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The statutory income tax rate for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years
of assessments, for companies with a paid-up capital of RM2,500,000 and below, an income tax rate of
20% is applicable for chargeable income of up to RM3500,000. However, with effect from year of
assessment 2009, this preferential tax rate will no longer be applicable for companies that controls or
being controlled directly or indirectly by, or are related to another company which has a paid-up
ordinary share capital of more than RM?2,500,000. As a result, Kopitiam Asia Pacific’s income tax rate

has also been revised accordingly.

The expense for the year can be reconciled to the profit before tax as follows;

Profit before tax

Income tax expense calculated at 25%
(31.12.2009: 25%; 31.12.2008: 26%
and 31.12.2007: 27%)
Tax effects of:
Expenses that are not deductible
in determining taxable profit
Income that are not taxable in
determining taxable profit
Reduction in deferred tax liabilities
resulting from reduction in tax rate
Others
Effect of difference in tax rate applicable to
small and medivm scale companies
Adjustments recognised in the current year
in relation-to the taxes of prior years:
Income tax
Deferred tax

Taxation recognised in profit or loss

Current tax asset

Tax refund receivable

Current tax liability

Income tax payable

FYE FYE FYE FYE
31122010 31.12.2009 31122008 31,12.2007
RM RM RM RM
10,050,718 6,753,216 4929892 629,201
2,513,000 1,683,300 1,282,000 169,384
137,000 81,300 117,241 23,481
(30,000) (30,000) - -

- - 28,879 29,061

- - - 310

- - (30,000).  (35,000)

218,669 (250,940) (6,874) 322
36,000 (21,600) - -

2,874,669  1467,060 1,391,246 188,058

31122010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM

- - - 38,666

31122010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
775,500 423,000 778,901 -
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10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
6.3 KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
6.5.7 INVESTMENT IN A SUBSIDIARY COMPANY

31.12.2010 31122009 3112.2008 31,12.2007

RM RM Ry RM
Unquoted shares, at cost 1,199,998  1,199.998 1,199,998 1,199,998
The subsidiary company is as follows:
Effective Equity Interest
Name of Country of 2010 2009 2008 2007
Company Incorporation % % % % Principal Activity

Old Town Kopitiam Malaysia 100.00 100.00 100.00 100.00 - Operator of cafe
outlets

6.5.8 INVESTMENT IN ASSOCIATED COMPANIES ’
31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM v RM RM
Unquoted shares, at cost 60,000 60,000 60,000 60,000
The associated companies are as follows:
EfTective Equity Interest
Name of Country of 2010 2009 2008 2007
Company Incorporation % % % % Principal Activities
Old Town Kopitiam  Malaysia 30.00 30.00 30.00 30.00 Operator of cafe
Butterworth ontlets
Old Town Kopitiam Malaysia 30.00 30.00 30.00 30.00 Operator of cafe
Kuala Lumpur outlets
Gourmet Comer Malaysia - - - * Sale of food and
Sdn. Bhd. beverages

* In 2007, Kopitiam Asia Pacific disposed off 1% of its investment in Gourmet Comer Sdn. Bhd. reducing
its tolal investment in Gourmet Corner Sdn. Bhd. 1o 19%. Accordingly, Gourmet Comer Sdn. Bhd. ceased
to be an asseciated company of Kopitiam Asia Pacific and Kopitiam Asia Pacific’s investment had been
reclassified as investment in unquoted shares in 2007 as disclosed in 6.5.9.

The summarised financial information of the associated companies based on audited financial statements is

as follows:
Old Town Kopitiam Butierworth
31.12.2010 31.12,2009 31.12.2008 31.122007
M RM RM RM

Total assets 2,438,056 8,553,599 6,237,998 4,181,553
Total liabilities (4,952,516) (5,435,126) (4,447,265) (3,465,779
Revenue 23,169,920 19,092,585 15,568,247 9,298,685
Net profit for (he year 1,992.067 1,827,740 1,074,959 657,150
Share of net assels - 1,345,662 935,542 537,220 214,732
Share of profit 597,620 548,322 322,488 197,145
(Forward)
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
6.5 KOPITIAM ASJA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
653 INVESTMENT IN ASSOCIATED COMPANIES (CONTINUED)

Old Town Kopitiam Kunala Lumpur )
31.12.2010 31.12,2009 31122008 3L12.2007

RM RM RM RM
Total assets ‘ 2,132,551 1,280,312 1,375,990 1,687,443
Total liabilities (1,911,240)  (964,271)  (894,178) (1,628,220)
Revenue 4,620,735 4,240,803 6,017,234 4,517,448
Net (loss)/profit for the year 95230y 234729 622,589 240,644
Share of net assets 66,393 94,962 144,544 17,767
Share of (toss)/profit (28,569) 70,419 186,777 72,193

6.59 OTHER INVESTMENTS
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RrM RrM RM RrM

Unquoted shares in Malaysia, at cost 29000 29,000 29,000 29,000

© 6,510 DEFERRED TAX ASSET

31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM RM RM RM

At beginning of year 768,000 515000 435246 344,982
Recognised in profit or loss (Note 6.5.5) 297,000 253,000 79,754 90,264
Atend of year 1,065000 768,000 515000 435246

The net deferred tax asset is in respect of the following:
31.12.2010 31.12.2009 31122008 31.12,2007

RrRM RM RrM RM
Tax effects of temporary differences arising from:
Property, plant and equipment (254,666) (194,695)  {134,509) (14,167)
Unabsorbed tax capital allowances 43,554 27,357 - -
Deferred franchise fees 1,276,112~ 935,338 649,509 449 413

1065000 768,000 515000 435246

6.511 INVENTORIES
31.12.2010 31.12.2009 31.12.2008 31.12.2007

RM RM RrM RM
Trading merchandise 1,743,154 974,100 539,122 345,722
Food, beverages and consumables 17,528 35,323 - -

1,760,682 1,009,423 539,122 345,722
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5
6.5.11

6.5.12

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
INVENTORIES (CONTINUED)

The cost of inventories of Kopiliam Asia Pacific recognised as an expense during the year was as follows:

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008 31.12.2007
EM RM RM RM
Cost of inventories 10,898,260 9,262,119 5,840,227 3,053,252

TRADE AND OTHER RECEIVABLES

31.12.201¢ 31122009 31.12.2008 31.12.2007

RM RM RM RM
Trade receivables 5515926 4,511,208 4,270,606 1,717,144
Less: Allowance for doubtful debis {6,104) (12,331) - -
5,509,822 4,498,877 4270606 1,717,144
Other receivables 51,611 - 301,862 1,190
Refundable deposits : 99022 125,033 370,541 339,854
Loans and receivables 5,660,455 4,623,910 - 4943009 2,058,188
Prepaid expenses 367,845 911,849 653,970 211,771

6,028,300 5,535,759 5,596,979 2,269,959

Trade receivables comprise mainly amounts receivable for the sale of kitchen equipment, royalty fees, and
advertising and promotion fees receivable. The terms granted on sale of goods are as follows:

Average
credit period
Bays
31.12.2010 Cash to 90
31.12.2009 Cash to 30
31.12.2008 Cash to 30
31.12.2007 Cash to 30

No interest is charged on the outsianding balances.

An allowance has been made for estimated irrecoverable amounts of trade receivables of RM6,104 and
RM12,331 in 2010 and 2009 respectively based on the default experience of Kopitiam Asia Pacific.
Movement in the allowance for doubtful debts is as follows:

31.12.2010 31.12.2009 31122008 31.12.2007

RM RM RM RM
Balance at beginning of year 12,331 - - -
Impairment losses recognised on receivables - 12,331 - -
Amounts recovered (6,227) - - -
Balance at end of year 6,104 12,331 - -
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5
6.5.12

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
TRADE AND OTHER RECEIVABLES (CONTINUED)

The currency profile of trade and other receivables are as follows:

31.12.2010  31.12.2009 31.12.2008  31.12.2007

RM RM RM rM
Ringgit Malaysia 5,080,680 4,511,208 4,572,468 1,718,334
United States Dollar 486,848 - - -
Balance at end of year 5,567,537 4,511,208 4,572,468 1,718,334

Included in trade receivables of Kopitiam Asia Pacific are related parties” balances as follows:

31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM

Related parties’ balances 3279017  3,488211 2,873,848 910,514

Included in trade receivables of Kopitiam Asia Pacific are receivables with folal carrying amount of
RM]1,176,083 which is past due as of December 31, 2010 for which Kopitiam Asia Pacific has not provided
for impairment loss. Kopitiam Asia Pacific does not hold amy collateral over these balances nor does it have
a legal right to offsel apainst any amounts owed by Kopitiam Asia Pacific to the counterparty.

Apgeing of irade receivables which are past due but not impaired are as follows:

31.12.2010
RM

31 days to 60 days 643,641
61 days to 90 days 195,818
91 days to 120 days 210,278
Over 121 days 126,346
1,176,083

Average age (days) 75

- Kopitiam Asia Pacific seeks to maintain strict control gver its outstanding trade receivables and has a credit

peried policy to minimise credit risk. Overdue balances are reviewed regularly by management Kopitiam
Asia Pacific has not provided for impairment loss on trade receivable accounts that are past due as there has
nol been a significant change in credit quality and the amounts are still considered recoverable.

Included in other receivables is an amount of RM190 in 2007 owing by a company in which the directors
have financial interest The granting of non-trade advances to a company in which a director has financial
interest was in contravention of Section 133A of the Companies Act, 1965. However, the amount had been
fully recovered in 2008,

Transactions with related parties are disclosed in Note 6.5.13.
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10.

ACCOUNTANTS' REPORT

G. BISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5
6.5.13

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

31.12.2010  31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Amount owing by ultimate holding company
consist of:
Non-trade account 1,454,652 620304 418912 9,880
Amount owing by a subsidiary company consists of:
Trede account 13,731,000 9,857,793 3,080,755 529,566
Noo-trede account (6,302) - (2,700 125,016

13,724,698 9,857,793 3078055 654,582

Amount owing by related company consists of:

Trade account ' 997,943 193,037 79,824 100
Non-trade account 2,800,000 - - -
3,797,943 193,037 79,824 100
Amount owing by associated companies consists of:
Trede account 976,654 828,190 659,684 357,795
Non-trade account - - - 204,700

976,654 828,190 659,684 562,495

Amount owing to related companies consists oft

Trade account ° (119,626)  (50,388)  (45,000)  (12,150)
Non-trade account (1,300,000) _ (700,000) _(760,000) _(396,639)

{1,419.626)  (750,388) (805,000) _ (408,789)

The amount owing by ultimate holding company arvse mainly from advances granted and management fee
paysable which are unsecured and interest-free. The amounts owing aro repayable upon demand and has
therefore been classified as cumrent asset.

The trade balances owing by subsidiary company and associate companies, and by/(to) related companies ere
subject to the normal trade terms, The balances of non-trade accounts are unsecured and interest-free, The

amounts owing by/{to) are repayable upon demand and have therefore been classified as - current
assetz/(liabilities).

The amount owing to a dircctor in the 2007 represents unsecured and interest-free advances. The amount
owing was repayable upon demand end had therefore been classified as current liability.

During the financial year, significant related party transactions are as follows:

FYE FYE FYE FYE
31.12.2010  31,12.2009 31.12,2008 31.12.2007
RM RM RM RM
Ultimate holding company
Advances granted 1,340,000 186,690 819,474 109,880
Management fees paid/payable 348,000 348,000 348,000 180,000
Rental paid/payable 149,686 76,435 28,663 -
Repayment of advences granted - - 400,083 100,000
_Dividend paid - - - 250,200
(Forward)
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6513 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

Subsidiary company
Trade sales
Royalty fees received/receivable
Advertising and promotion fees received/receivable
Franchise fee received/receivable
Security deposit received/receivable
Accounting fees received/receivable
Incentives paid/payable
Staff training fees received/receivable
Rental received/receivable
Rental paid/payable
Conlract wages received/receivable
Advances granted
Repayment of advances granted

Assgciated companies

Old Town Kopitiam Kuvala Lumpur
Trade sales
Royalty fees received/receivable
Advertising and promotion fees received/receivable
Accounting fees received/receivable
Incentives paid/payable
Staff training fees received
Dividends received
Conlract wages received/receivable
Repayment of advances granted
Franchise fees received

Advances granted

Old Town Kopitiam Butterworth
Royalty fees received/receivable
Advertising and promotion fees received/receivable
Trade sales
Dividend received/receivable
Franchise fees received/receivable
Security deposit received/receivable
Accounling fees received/receivable
Incenlives paid/payable
Staff training fees received
Rental paid/payable

Relatcd companies
White Cafe
Advances received
Repayment of advances received

Purchase of property, plant and equipment
Trade sales

(Forward)
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FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007

EM RM RM RM
3,632,196 3313,305 187777} 982,439
2,730,236 1,893,392 1238075 612,310
1,638,141 1,136,035 742,345 -
1,120,000 400,000 - -

420,000 150,000 - -

170,100 109,500 66,000 38,100

25,125 41,083 - -

21,800 - - -

14,750 72,000 66,000 66,000

13,000 - - -

1,464 3,311,938 1,054,008 115,245
- 1,114,682 192,708 50,000
- 1114682 239615 230,000
380,655 162,925 86,125 113,666
229331 238947 297,957 229,180
137,599 143,368 178,774 -
14,400 14,400 14,400 12,300
2,833 5,000 - -
500 - - -
- 120,000 - S
- 1,069 - 12,910
- - 165,000 -
: . 50,000 -
- - - 165,000
1,074,816 887,910 770,051 456,591
644890 532,746 462,031 -
590,224 679361 681,349 332,830
187,500 150,000 - -
160,000 80,000 230,000 190,000
60,000 30,000 - -
49,500 43,500 36,600 26,700
8,583 19,583 - -
4,350 - - .
3,000 - - -
1,000,000 - 1,000,000 3,000
200,000 - 500,000 130,000
- - 5,000 -
- - 140 -
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FYE ¥YE FYE FYE
31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RrRM RrM RM
Related companies (continued)
Gongga Food .
Advances granted 2,800,000 230,000 - -
Trade purchases 382,544 204,123 46 22,800
Trade sales 50,136 336 - -
Repayment of advances granted - 230,000 - -
Repayment of advances received - - 56,231 303,769
Advances received - - - 200,000
Oldiown Singapore
Trade sales 684,773 28,789 - -
Royalty fees received/receivable 251,022 159,804 65,143 -
Repayment of advanees granted 73,263 - - -
Accounting fees received/receivables 17,666 - - -
Contract wages Teceived/receivable - - 65,031 -
‘White Cafe Marketing .
Repayroent of advances received 200,000 - 36,409 500
Trade purchases 20,710 3,928 - -
Trade sales 785 18,160 1,079 100
Advances received - - 1,000 200,500
Oldtown Kopitiam Pavilion Sdn. Bhd.
Trade sales - - 469,942 -
Franchise fee received - - 80,000 -
Conlract wages receivedfreceivable - - 11,870 -
Royalty fees received/receivable - - 6,013 -
Advertising and promotion fees received/reccivable - - 3,608 -
Accounting fees recelved/receivable - - 300 -
Related parties
Oldtown Kopitiam Pavilion Sdn. Bhd.
Royalty fees received/receivable - 68,038 - -
Contract wages received/receivable - 67,944 - -
Trade sales - 49,578 - -
Advertising and pomotion fees received/receivable - 40,823 - -
Acoounting fees received/receivable - 3,300 - -
Dynasty Confectionery
Accounting fees received/receivable 8,400 8,400 8,400 2,100
Trade purchases - 120 - -
Dynasty Kilchen
Trade sales 25,568 43,775 45,074 28,284
Accounting fees received/receivable 7,200 7,200 7,200 6,600
Esquire Chef
-Accounting fees received/reccivable 8,400 8,400 8,400 5,600
Trade purchases : 65 - - -
(Forward)
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Related parties (continned)
Emperor's Kitchen
Accounting fees received/receivable
Rental paid/payable
Trade purchases

Acadian Gourmet Sdn. Bhd.
Royalty fees received/receivable
Advertising and promotion fees received/receivable
Trade sales
Accounting fees received/receivable
Incentives paid/payable
Staff training fees received
Franchise fees received
Rental received

GC Bangsar Two Sdn. Bbd.
Royalty fees received/receivable
Advertising and promotion fees received/reccivable
Trade sales
Accounling fees received/receivable
Tncentives paid/payable
Staff training fees received
Franchise fees received
Security deposit received

0ld Town Kopitiam Cheras
Royalty fees received/receivable
Advenising and promotion fees received/receivable
Trade sales
Accounting fees received/receivable
Rental paid/payable
Staff training fees received
Incentives paid/payable
Coniract wages received/receivable
Franchise fees received

Acadian Gourmet KK Sdn. Bhd.
Royaliy fees received/receivable
Advertising and promotion fees received/receivable
Trade sales

Accounting fees received/receivable
Rental paid/payable

Incentives paid/payable

Staff training fees received

(Forward)
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FYE FYE FYE FYE
31122010 31122009 31.12.2008 31.12.2007
RM RM RM RM
9,600 9,600 9,600 4,000
1,230 - - -
974 - - -
50,354 79,284 64,430 11,796
30,213 47,570 38,658 -
23,300 179,209 17,032 119,451
3,600 4,500 4,200 -
1,000 2,417 - -
500 - - -

- 60,000 50,000 -

- - - 1,480
98,048 22,541 - -
58,829 13,525 - -
19,362 202,161 - -
3,600 1,200 - -
1,000 250 - -

350 - - -

- 80,000 - .

- 30,000 - -
413,081 508479 532,853 259,309
247,849 305,087 319,712 -
215,815 225059 492387 351,345
14,400 14,400 13,800 6,000
6,800 - - -
5,100 - - -
4,000 10,333 - -

152 780,585 335,602 78,345

- - 200,000 -
76,627 68,188 - -
45,976 40,913 - -
18,778 17,575 - -
3,600 2,700 - -
1,200 - - -
1,000 2,417 - »

500 - - -
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6.5 KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6.5.13 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31.12.2010  31.12.2009 31122008 31.12.2007
RM RM RM RM
Related parties (continued)
OTK Northern Sdn. Bhd.
Royalty fees received/receivable 80,857 26,209 - -
Advertising and promotion fees received/receivable 48,514 15,726 - -
Trade sales 17,314 328,723 - -
Accounting fees received/receivable 3,600 1,200 - -
Incentives paid/payable 1,000 250 - -
Staff training fees received 550 - - -
Franchise fees received - 80,000 - -
Security deposit received - 30,000 - -
GC Ampang Sdn. Bhd.
Royalty fees received/receivable 96,847 59,939 - -
Advertising and promotion fees received/receivable 58,108 35,964 - -
Trade sales 19,522 215,071 - -
Accounting fees received/receivable 3,600 1,800 - -
Rental paid/payable 2,200 - - -
Incentives paid/payable 1,000 2,250 - -
Staff training fees received 850 - - -
Franchise fees received - 60,000 - -
GC Port Klang Sdn. Bhd.
Trade sales - 171,270 - -
Franchise fees received/receivable - 60,000 - -
Royalty fees received/receivable - 29,231 - -
Advertising and promotion fees received/receivable - 17,538 - -
Accounting fees received/receivable - 2,700 - -
Incentives paid/payable - 500 - -
GCR Laut Sdo Bhd.
Royalty fees received/receivable 48,571 45,935 - -
Advertising and promotion fees received/receivable 29,143 27,561 - -
Trade sales 16,437 188,051 - -
Accounting fees received/receivable 3,600 2,700 - -
Incentives paid/payable 1,000 2,250 - -
Staff training fees received 350 - - -
Franchise fees received - 60,000 - -
GC Selayang Sdn, Bhd.
Royalty fees received/receivable 81,088 39,081 - -
Advertising and promotion fees received/receivable 48,653 23,449 - -
Trade sales 24,036 180,496 - -
Accounting fees received/receivable 3,600 1,300 - -
Incentives paid/payable 1,000 2,250 - -
Staff training fees received 350 - - -
Franchise fees received - 60,000 - -
(Forward)
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6.5.13 HOLDING COMPANY AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Related parties (continued)
GC Alamanda Sdn. Bhd.
Royalty fees received/receivable 68,471 17,054 - -
Advertising and promotion fees received/reccivable 41,083 10,232 - -
Trade sales 21,562 104,947 - -
Acconnting fees received/receivable 3,600 600 - ) -
Staff training fees received 250 - - -
* OTK Ipoh Road Sdn. Bhd.
Royalty fees receivedfreceivable 62,376 33,305 - -
Advertising and promotion fees received/recelvable 37,426 19,983 - -
Trade sales 20,473 182,336 - -
Accounting fees received/receivable 3,600 1,300 - -
Rental paid/payable 2,200 - - -
Incentives paid/payable 1,000 2,250 - -
Staff training fees received/receivable 450 - - -
Franchise fees received - 60,000 - -
Conneczone
Royalty fees received/receivable 365,260 339,185 246,130 166,365
Advertising and promotion fees received/receivable 219,156 203,511 147,678 -
Trade sales 96,408 477,316 241,350 139,941
Accounting fees received/receivable 14,400 14,400 11,400 8,100
Incentives paid/payahle 4,000 10,000 - -
Staff training fees received 2,000 - - -
Rental paid/payable . 1,200 - - -
Franchise fees received - - 60,000 50,000
GC Bangsar Sdn. Bhd.
Royalty fees received/receivable 98,477 23,269 - -
Advertising and promotion fees received/receivable 59,086 63,526 900 -
Trade sales 29,407 30,328 382,459 -
Accounting fees received/receivable 3,600 3,600 14,136 -
Incentives paid/payable 1,000 2,500 - -
Staff training fees received/receivable 700 - - -
GC Kapar Sdn. Bhd.
Royalty fees received/receivable 66,965 62,110 . 30,703 -
Advertising and promotion fees received/receivable 40,179 37,266 18,422 -
Trade sales 21,239 15,439 198,361 -
Accounting fees received/receivable 3,600 3,600 1,200 -
Incentives paid/payable 1,000 2,500 - -
Staff training fees reccived/receivable 300 - - -
Franchise fees received - - 50,000 -
(Forward)
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FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Related parties (continued)
GC South City Sdn. Bhd.
Royalty fees received/receivable 63,985 74,490 45,540 -
Advertising and promotion fees received/receivable 38,391 44,694 27,324 -
Trade sales 21,475 17,680 194,797 -
Accounting fees received/receivable 3,600 3,600 1,800 -
Staff training fees received/receivable 300 - - -
Franchise fees received - - - 50,000 -
Gourmet Chef Sdn. Bhd.
Royalty fees received/receivable 74,641 95,430 109,337 -
Advertising and promotion fees received/receivable 44,784 57,258 65,602 -
Trade sales 26,448 21,296 148,394 -
Rental paid/payable 1,200 - - -

. Incentives paid/payable 1,000 2,500 - -
Staff training fees received/receivable 150 - - -
Franchise fees received - - 60,000 -

Gourmet Corner Ipoh Sdn. Bhd. .

Trade sales : 131,992 75,587 72,476 84,116
Royalty fees received/receivable 131,879 146,726 149,645 110,649
Advertising and promotion fees received/receivable 79,127 88,036 89,787 -
Incentives paid/payable 2,000 5,000 - -
Rental paid/payable 1,000 - - -
Staff training fees received/receivable 150- - - -
Franchise fees received - - - 50,000

Body Revolution Sdn. Bhd.

Rental received/reccivable 36,000 36,000 6,000 -

Gourmet Corner KL Sdn. Bhd.

Royalty fees received/receivable 133,650 120,373 105,683 -
Advertising and promotion fees received/receivable 80,190 72,224 63,410 -
Trade sales 75,825 34,271 138,305 -
Accounting fees received/receivable 3,600 3,600 1,800 -
Staff training fees received/receivable 300 - - -
Franchise fees received - - 50,000 -
Gourmet Corner Sdn, Bhd.
Trade sales 161,060 52,747 70,260 149,606
Royalty fees received/receivable 131,800 131,677 147,528 67,941
Advertising and promotion fees received/receivable 79,080 79,006 88,517 -
Incentives paid/payable ) 2,000 5,000 - -
Rental paid/payable 1,200 - - -
Staff training fees received/receivable 100 - - -
Franchise fees received - - 50,000 -

(Forward)
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FYE FYE FYE FYE
31122010 31122009 31.12.2008 31.12.2007
RM RM RM RM
Related parties (continued)
OTK. (Genting) Sdn. Bhd.
Royalty fees received/receivable 835014 514,935 175,523 20,324
Trade salcs 580,205 490,526 53,152 87,672
Advertising and promotion fees received/receivable 501,008 308,961 105,314 -
Franchise fees received 160,000 140,000 - -
Security deposit received 60,000 30,000 - -
Accounting fees received/receivable 16,500 6,900 3,600 600
Renial received/receivable - 2,840 1,250 -
OTK. (Petaling Yaya) Sdn. Bhd.
Royalty fees received/receivable 167,238 203,829 221,695 8,352
Advertistng and promotion fees received/receivable 100,343 122297 133,017 -
Trade sales 39,772 70,199 388,205 112,843
Accounting fees received/receivable 7,200 8,700 9,300 900
Renial paid/payable . 3,400 - - -
Incentives paid/payable 2,000 5,000 - -
Staff training fees received/receivable 550 - - -
Contract wages received/receivable - 466 - -
Franchise fees received - - 150,000 -
OTK Eatery .
Trade sales 632,136 75,903 155,083 160,178
Royalty fees received/receivable 361,478 178,850 117,792 -
Franchise fees received 320,000 - 140,000 -
Advertising and promotion fees received/receivable 216,887 107,316 70,675 -
Security deposit received . 120,000 - - -
Logistic and loadiog fees paid/payable 89,541 - - -
Accounting fees received/receivable 15,600 7,200 5,700 300
Incentives paid/payable 1,583 - - -
Rental received/receivable - - 1,900 1,120
OTK Logistics Sdn. Bhd.
Trade sales 76,431 37,944 2,565 -
OTK (Shah Alam} Sdr. Bhd,
Royalty fees received/receivable 53,745 14,126 - -
Advertising and promotion fees received/receivable 32,247 8,475 - -
Trade sales 29,138 217,802 - -
Acoounting fees received/receivable 3,600 900 - -
Incentives paid/payable 1,000 250 - -
Staff training fees received/receivable 200 - - -
Franchise fees received - 80,000 - -
Security deposit received - 30,000 - -
(Forward)
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FYE FYE FYE FYE
31.12.2010 31.12,2009 31.12,2008 31.12,2007
RM RM RM RM
Related parties (continued)
OTK (Rawang) Sdn. Bhd.
Trade sales 74,811 238,174 - -
Royalty fees received/receivable 64,552 3,826 - -
Advertising and promotion fees received/receivable 38,731 2,296 - -
Accounting fees recelved/receivable 3,600 300 - -
Incentives paid/payable 1,000 83 - -
Staff training fees received/receivable 600 - - -
Franchise fees received ) - 30,000 - -
Security deposit received - 30,000 - -
OTK Manjung Sdn. Bhd.
Rayzlty fees received/receivable 74,593 76,471 - -
Advertising and promotion fees received/recervable 44,756 45,883 - -
Trade sales 22,900 171,717 2,930 -
Accounting fees received/receivable 3,600 3,600 - -
Incentives paid/payable : 1,000 2,500 - -
Franchise fees received - 60,000 - -
OTK Sunway Sdn. Bhd.
Rayalty fees received/receivable 90,339 102,379 45,109 -
Advertising and promotion fees received/receivable 54,203 61,427 27,065 -
Trade sales 16,518 23,627 199,191 -
Accounting fees receivedfreceivable 3,600 3,600 1,200 -
Rental paid/payable 1,200 - - -
Incentives paid/payable 1,000 2,500 - -
Staff training fees received/receivable 450 - - -
Contract wages received/receivable - 742 - -
Franchise fees received - - 60.000 -
OTK USJ Sdn. Bhd.
Trade sales 84,815 101,517 59,581 -
Royalty fees received/receivable 85,206 56,204 949 -
Advertising and promotion fees received/receivable 51,123 33,7122 569 -
Accounting fees received/receivable 3,600 3,600 300 -
Staff training fees received/receivable 150 - - -
Franchise fees received - - 60,000 -
OTK Singapore
Trade sales 267,046 303,357 238,811 104,424
Renlal received/receivable - 300 2,970 560
Repayment of advances granted - ' - 2,320 -
Advanees granted ) - - - 2,320
OTK Megah Sdn. Bhd.
Royalty fees receivedfreceivable 49,182 30,345 - -
Advertising and promotion fees received/receivable 29,509 18,207 - -
Trade sales 23,055 129,504 - -
Accounting fees received/receivable 3,600 2,100 - -
Incentives paid/payable 1,000 2,250 - -
Staff training fees receivedfreceivable 300 - - -
(Forward)
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FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
M RM RM RM
Related parties (continued)
OTK (Intan) Sdn. Bhd.
Royalty fees received/receivable 75,902 58,556 - -
Advertising and promotion fees received/receivable 45,541 35,134 - -
Trade sales 15,073 204,268 - -
Accounting fees received/receivable 3,600 2,100 - -
Incentives paid/payable 1,000 2,250 - -
Franchise fees received - 60,000 - -
Oldtown Asia Pacific Limited
Licence fees received - 223,600 - -
Acadian Gourmet PB Sdn. Bhd.
Trade sales 71,731 252,163 - -
Royalty fees received/receivable 90,331 169 - -
Advertising and promotion fees received/receivable 54,199 101 - -
Accounting fees received/receivable 3,600 - - -
Incentives paid/payable 1,000 - - -
Staff training fees received/receivable 500 - - -
Franchise fees received - 80,000 - -
Security deposit received - 30,000 - -
AC Montage Marketing Sdn. Bhd.
Rental paid 11,200 33,600 33,600 25,200
Mayson Trade (M) Sdn. Bhd.
Trade pnrchases 201,731 251,278 180,280 -
GC Brickfields Sdn. Bhd.
Trade sales 268,947 - - -
Royalty fees received/receivable 103,183 - - -
Franchise fees received 80,000 - - -
Advertising and promotion fees received/receivable 61,910 - - -
Security deposil received , 30,000 - - -
Accounting fees received/receivable 3,600 - - -
Incentives paidfpayable 1,000 - - -
Staff training fees received 250 - - -
OTK (Alam Damai} Sdn. Bhd.
Trade sales 206,580 - - -
Franchise fees received 80,000 - - -
Royalty fees received/receivable 44,796 - - -
Security deposit received 30,000 - - -
Adverlising and promotion fees received/receivable 26,877 - - -
Accounting fees receivedireceivable 3,300 - - -
Incentives paid/payable 833 - - -
Staff training fees received 200 - - -

(Forward)
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FYE FYE FYE FYE
31122010 30122009 31122008 31.12.2007
RM RM RM RM
Related parties (continued)
OTK (Sarawak) Sdn Bhd.
Trade sales 130,576 - - -
Franchise fees received 20,000 - - -
Royalty fees received/receivable 60,846 - - -
Adverlising and promotion fees received/receivable 36,508 - - -
Security deposit received 30,000 - - -
Accounting fees received/receivable 2,700 - - -
OTK. (Kuala Selangor) Sdn. Bhd.
Trade sales 187,800 - - -
Franchise fees received 80,000 - - -
Royalty fees received/receivable 45,633 - - -
Security deposit received 30,000 - - -
Adveriising and promotion fees received/receivable 27,380 - - -
Accounting fees received/receivable 2,400 - - -
Incentives paid/payable 667 - - -
PT Qldtown Indonesia
Initial training fees received 311,570 - - -
Trade sales 273,335 - - -
Licence fee received/receivable 155,540 - - -
Outlet opening fees received/receivable 62,006 - - -

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7
of the Prospectus of Oldtown.

Compensation of key management personnel

There is no director’s remuneration during the financial year. The remuneration of other members of key
management personnel of Kopitiam Asia Pacific during the financial year are as follows:

FYE FYE FYE FYE
31.12.2010 31.12.2009 31122008 31.12.2007
RM RM RM RM
Short-lerm employee benefils 254,026 250,100 95,325 18,600
Post-employment benefits:
Defined coniribution plan 27,557 29,134 11,280 2,088

281,583 279,284 106,605 20,668

Estimated monetary value of benefils-in-kind
received/receivable othenwvise than in cash 36,836 25,436 6,774 -
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6.5.14

KOPITIAM ASJA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FIXED DEPOSIT, CASH AND BANK BALANCES

31.12.2010  31.12,.2009 31.12.2008 31.12.2007

RM RM RM RM
Fixed deposit with a licensed bank 1,084,370 1,055,893 1,000,000 -
Cash on hand and at banks 1,249,520 791,012 688,965 152,812

2,333,890 1846905 1688965 152,812

The effective interest rates per annum and maturity periods for fixed deposits of Kopitiam Asia Pacific are .
as follows:

FYE FYE FYE FYE
31.12.2010 31.12.2009 31,12.2008 31.12.2007

Effective interest rate (%) 260102.80 2.50t03.70 3.70 -

Maturity period (days) 365 365 365 -

The fixed deposit of Kopitiam Asia Pacific is on lien to a licensed bank for banking facility granted to
Kopitiam Asia Pacific as disclosed in Note 6.5.18.
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[ Company No: 797771-M |

10.

ACCOUNTANTS” REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5
6.5.17

6.5.18

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
HIRE-PURCHASE PAYABLES (CONTINUED)

The terms for hire-purchase and effective borrowing rates per annum are as follows:

FYE FYE FYE FYE

31122010 31122009 31122008  31.12.2007
Terms (years) S5to? 5t07 5to7 5t07
Effective borrowing rates (%) 42710803 42710803 424107.09 424t709

Interest rales are fixed at the inception of the hire-purchase arrangements. Hire-purchase payables of
Kopitiam Asia Pacific are secured by the assets nnder hire-purchase.

The fair valnes of the hire-purchase payables of Kopitiam Asia Pacific approximate their carrying amounts,

BORROWINGS
31122010 31.12.2009  31.12.2008  31.12.2007
RM RrM RrM RrM
Secured:
Term loan 2,428 364 2,261,712 798,687 -
Bank overdraft 327,493 - - -
2,755,857 2,26 1,712 798,687 -
Less: Amount due within 12 months
(shown under current liabilities) (678,207) - - -
Non-current portion 2,077,650 2,261,712 798,637 -

Kopitiam Asia Pacifte is granted term loan and overdraft facilities by a local licensed bank to the extent of:

31122010  31.12.2009  31.122008  31.12.2007

RM RM RM RM
Term loan 2,500,000 2,500,000 2,500,000 -
Overdmaft 1,500,000 1,500,000 1,500,000 -

4,000,000 4,000,000 4,000,000 -

Included in the non-current pertion of borrowings of Kopitiam Asia Pacific in previous years was a six (6)
year term loan which was repayable by equal monthly instalments commencing after the full drawdown of the
termn loan. In 2010, Kopitiam Asia Pacific has fully drawn down the Rivi2,500,000 term loan facility and the
repayment commenced in October 2010 and will continue until Seplember 2016. The non-current portion of
other borrowings is repayable as follows:

31.12.2010 31122009 31122008  31.12,2007

RM rM RM RM
Financial years ending December 31; .

2012 379,966 - - -
2013 411,753 - - -
2014 446,150 - - -
2015 : 433,420 - - -
2016 and above 356,361 - - -
2,077,650 - - -
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

€.5.1

6.5.18

6.5.19

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
BORROWINGS (CONTINUED)

The overdraft and term Joan facilities are secured by:

(i) Letter of Set-off over first party fixed deposit of Kopitiam Asia Pacific of RM1,000,000; and
(ii) Debenture over fixed and floating assets of Kopitiam Asia Pacific, both present and future.

‘The above facilities are also guaranieed by the ultimale holding company and the directors of Kopitiam Asia
Pacific jointly and severally for RM4,000,000.

The average effective interest rates per annum are as follows:

FYE FYE FYE FYE
31.12.2010 31122009  31.12.2008 31.12.2007
% % % Y%
Term loan 7.60 732 325 -
Bank overdraft 8.05 - - -

Tbe fair values of the bank borrowings of Kopiam Asia Pacific approxireate their carrying amount,

DEFERRED INCOME

31.12.2010 31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Non-current portion:
Deferred franchise fees 3,597,590 2,617,318 1,838,069 1,256,510
Current portion:
Deferred franchise fees 1,506,858 1,124,036 758,400 472,000
Peferred rights fees - 83,333 - -
1,506,858 1,207,369 758,400 472,000

5,104,443 3,324,687 2,596,469 1,728,510

Peferred franchise fees represent franchise fees received in advance from franchisees. The revenue is

recognised in the statement of comprehensive income on a straight-line basis over the term of the franchise
agreement of 5 years.

Deferred right fees represent payment received in advance on a quarierly basis for the rights to display and

sell products in the outlets. The revenue is recognised in statement comprehensive income on a straight lipe
basis over the term of agreement of 3 years.
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10.

ACCOUNTANTS’ REPORT

G. HBISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5

6.5.20

6.5.21

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TRADE AND OTHER PAYABLES

31122010  31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Trade payables 2,885,754 2,327,850 2,529,500 559,696
Other payables 623,511 1,080,903 779,139 931,716
Accrued expenses 889,488 857,934 533,974 78,069
Refundable deposits received 2,039,416 1,284,290 720,075 630,750

6,438,169 5,550,977 4,562,688 2,200,231

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The credit
terms granted to Kopitiam Asia Pacific for trade purchases ranged from 30 days to 60 days. These amounts
are nop-interest bearing. Kopitiam Asia Pacific has financial risk management policies to ensure that all
payables are paid within the pre-agreed credit terms.

Included in trade payables of Kopitiam Asia Pacific are related parties’ balances as follows:

31.12.2010 31.12.2009  31.12.2008 31.12,2007
RM RM RM RM

Related parties’ balances 548 413 3,263

The amounts cwing 1o other payables are unsecured, interest-free and are repayable upon demand.
Transactions with related parties are disclosed in Note 6.5.13.

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Categories of financial instruments

31.12,2010
RM

Financial assets

Loans and receivables:

Trade and other receivables 5,660,455
Amount owing by ultimate holding company 1,454,652
Amount owing by subsidiary company 13,724,698
Amount owing by related company 3,797,943
Amount owing by associated companies 976,654

Available-for-sale:

Other investments ’ 29,000

Cash and cash equivalents:

Fixed deposit, cash and bank balances 2,333,890

Financial Liabilities

Amortised cost:

Trade and other payables 6,438,169
Amount owing to related companies 1,419,626
Hire-purchase payables 699,844
Borrowings 2,755,857
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10.

ACCOUNTANTS' REPORT

G, HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5

6.521

KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

Financial Risk Management Objectives and Policfes

Risk menagement is integral to the whole husiness of Kopitiam Asia Pacific. Management contimually
monitors Kopitiam Asia Pacific’s risk management process to ensure that an sppropriate balance between risk
and control is achieved. Risk management policies and systems are reviewed regularly to reflect changes in
the market conditions and Kopitiam Asia Pacific’s activities.

There has been no change to Kopitiam Asia Pacific’s exposure to thess financial rizks or the manner in which
it manages and measures the risk.

(w) Credit risk management

The maximum exposire to eredit risk in the event Lhat the counterparties fail to perform their obligations
as of December 31, 2010 in relation to cach class of recopnised financial assets of Kopitiam Asia pacific

is the carrying emount of those assets, grossed up for any allowances for losses, as stated in the slatement
of financial position.

Kopitiam Asia Pacific is exposed 10 credit risk mainly from trade and other receivables as well as cash
and bank balances. Kopitiam Asia Pacific established policies on credit control which involve :egular
review of customers® outstanding balances and payment trends.

As of December 31, 2010, Kopitiam Asia Pacifie is not subject to significant concentration of credit risk
as Kopitiam Asia Pacific transacts with numerous franchisees which are located widely across different

states of Malaysia. The S\JbSIdIBI)' company hay minimal credit risk exposure as most transzctions are on
cash terms,

Managcment’s policies and processes for managing the credit risk are disclosed in Note 6.5.12.

Kopitiam Asia Pacific places its cash and cash equivalents with a mumber of creditworthy financial

instiutions. Kopitiam Asia Pacific policy limits the concentration of financial exposure to any single
financial institotion.

(&) Liguidity and cash flow risks management

Ultimate responsibility for liquidity and cash flow risks management rests with the Board of Directors,
which has established an appropriate liquidity and cash flow risks management framework for the
management of Kopitiam Asia Pacific's short, medium and long-tesm funding and liquidity and cash flow
management requirements. Kopitiam Asia Pacific manages liquidity and cash flow risks by maintaining
adequate reserves and banking facilities by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and financial liabilities.

Management is of the view that Kopitiam Asia Pacific’s exposure to liquidity and cash flow risks are

minimal as Kopitiam Asia Pacific has sufficient fuonds to finance its ongoing working capital
requirements,
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5 KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6.521 FINANCIAL INSTRUMENTS, FINANCIAL. RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

{c

The maturity profile for the non-derivative financial assets/liabilities of Kopitiam Asia Pacific as of
December 31, 2010 based on the undiscounted cash flows of the respective financial assets/liabilities
representing the earliest date on which Kopitiam Asia Pacifie is entitled to receive/required to pay, is as
follows:

On demand
or within One year Over five
one year to five years years Total
RM RM RM RM

Non-derivative financial assets:

Other investments - - 29,000 29,000

Trade and other receivables 5,660,455 - - 5,660,455

Amount owing by ultireate holding

company 1,454,652 - - 1,454,652

Amount owing by subsidiary company 13,724,698 - - 13,724,698

Amount owing by related company 3,797,943 - - 3,797,943

Amount owing by associated companies 976,654 - - 976,654

Fixed deposits, cash and cash equivalents 2,333,890 - - 2,333,890
Total undiscounted

non-derivative financial assets 27,948,292 - 29,000 27,977,252
Non-derivative financial liabilities:

Trade and other payables 6,438,169 - - 6,438,169

Amount owing to related companies 1,419,626 - - 1,419,626

Hire-purchase payables 213,193 486,651 - 699,844

Borrowings 678,207 1,721,289 356,361 2,755,857
Total undiscounted

non-derivative financial liabilities 8,749,195 2,207,940 356,361 11,313,496

Total net undiscounted

non-derivative financial assets/(liabilities) 19,199,097  (2,207,940)  (327,361) 16,663,796

Kopitiam Asia Pacific has not commilted to any derivative financial instruments during the financial
period ended December 31, 2010.

Market risk

Kepitiam Asia Pacific’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates and inlerest rate,

There has been no change to Kopitiam Asia Pacific’s exposure to market risks or the manner in which
these risks are managed and measured.

(i) Foreign currency risk management

Kopitiam Asia Pacific has minimal foreign currency risk exposure as most of their transactions are
denominated in Ringgit Malaysia, which is the functional currency of Kopitiam Asia Pacific.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
6.5 KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6.5.21 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
{(CONTINUED)

(ii) Interest rate risk management

Kopitam Asia Pacific’s exposure to interest rate risks relates primarily to floaling rate borrowings.
All Kopitiam Asia Pacific bank borrowings are floating rate borrowings.

Kopitiam Asia Pacific’s outstanding borrowings as at year end at variable rates are denominated
mainly in Ringgit Malaysia. Please refer t¢ Note 6.5.18 for details of the Kopitiam Asia Pacific’s
bomrowings. )

Interest rate sensitivity analysis

As of December 31, 2010, if interest rates had been 100 basis points lower/higher, with all othex
variables held constant, the Company’s profit net of tax would have been RM27,559 higher/lower
arising mainly as a result of lower/higher inlerest expense on floating interest ralc loans of
Kopitiam Asia Pacific. The assumed movement in basis points for interest rate sensitivity analysis
1s based on the currently observable market environment.

(d) Capital risk management
Kopitiam Asia Pacific manages its capital to ensure Kopitiam Asia Pacific will be able to continue as

going concern while maximising the return to stakeholders through the optimisation of the debt and
equity balance. Kopitiam Asia Pacific’s overall sirategy remains nunchanged from 2009.

The capital structure of Kopitiam Asia Pacific consists of net debt and equity of Kopitiam Asia Pacific.
Kopiliam Asia Pacific is not subject to any externally imposed capital requirements.

Fair Values of Financial Assets and Financial Liabilities

The carrying amounts of cash and cash equivalents, trade and other receivables, amount owing by/(to)
holding comparny, amount owing by subsidiary company, amount owing by/(to) related companies, amount
owing by associated companies, and trade and other payables approximate their respective fair values due to
the relatively short-lerm maturity of these financial instruments.

The fair value of long-term financial assets and liabilities are determined by the present value of future cash
flows estimated and discounted using the current interest rates for similar instruments at the end of the
reporting date, There is no material difference between the fair values and carrying values of these assets
and liabilities as of the reporting date.

The fair values of other investments are not established as they cannot be measured reliably.

The fair values of other classes of financial assets and Liabilities are disclosed in the respective notes 1o the
financial statements.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5 KOPITIAM ASIA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
6.5.22 CASH AND CASH EQUIVALENTS
For the purposes of the statement of cash flows, cash and cash equivalents.include cash on hand and at
banks and net of cutstanding bank overdrafts. Cash and cash equivalents at the end of the reporting date as
shown in the statement of cash flows can be reconciled fo the related items in the statement of financial
position as follows:
31.12.2010  31.12.2009  31.12.2008 31.12.2007
RM RM RM RM
Fixed deposit with a licensed bank 1,084,370 1,055,893 1,000,000 -
Cash on hand and at banks 1,249,520 791,012 688,965 152,812
Barnk overdraft (327,493) - - -
2,006,397 1,846,905 1,688,965 152,812
Less: Fixed deposit on lien to a local
licensed bank (1,084,370) _ (1,055,893) _ (1,000,000 -
022,027 791,012 688,965 152 812
6.5.23 OPERATING LEASE ARRANGEMENTS
Openating leases relate to leases of shops, outlets, hostels, stores and kitehen equipment with average lease
term of 1 1o 3 years. All operating lease contracts contain market review clauses in the event that the lessee
exercises iis option to renew. The lessee does not have an option to purchase the leased shops, ontlets, hostels,
stores and kitchen equipment at the expiry of the lease period.
Payment recognised as an expense for Kopitiam Asta Pacific was as follows:
FYE FYE FYE FYE
31,12.2010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Minimum lease payments 387,540 416,410 291,963 186,420
Kopiliam Asia Pacific has non-cancellable operating lease commilments as follows:
31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Within one year 188,635 328,935 310,935 698,744
In the second to fifih year inclusive 14,063 126,518 299,407 1,355,156
202,698 455,453 610,342 2,053,900
6.5.24 CAPITAL COMMITMENT

As of December 31, 2007, Kopitiam Asia Pacifie had capilal commitment in respect of property, plant and
equipment which was contracted bul not provided for of RM396,540.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

6.5

6.5.25

KOPITIAM ASJA PACIFIC - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
CONTINGENT LIABILITIES

Kopitiam Asia Pacific entered into non-cancellable operating lease rental agreements with a third party on
behalf of its franchisees. The lease rentals are borne by the respective franchisees and run for a period of three
years. The Directors are of the opinion that provisions are not required in respect of this matier, as it is not
probable that there will be an outflow of resources embodying economic benefits.

Contingent liabilities in respect of non-cancellable operating lease rental agreements entered into by
Kopitam Asia Pacific were as follows:

31.12.2010 31122009 31122008  31.12.2007

RM RM RM RM
Less than one year 2,166,087 1,288,103 1,567,785 1,225,094
Between one to five years 1,687,509 590,061 1,230,427 1,635,375

3,853,596 1,878,164 2798212 2,860,469

SIGRIFICANT EVENTS

On December 28, 2009, the ultimate holding company entered into Sale and Purchase Agreement (as was
supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and supplemental agreement
dated December 9, 2010) with Oldtown to dispose off its entire equity interest in Kopitiam Asia Pacific.

On April 12, 2011, Securities Commission had granted the Oldtowm the approval for the proposed listing on

the Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the transfer
of shares before June 2011.

137

385



| Company No: 797771-M |

10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
7. OLD TOWN KOPITIAM

7.1 OLD TOWN KOPITIAM - STATEMENTS OF COMPREHENSIVE INCOME

FYE FYE FYE FYE
31122010 31.12.2009  31.12.2008  31.12.20407
Note M RM RM RM
Revenue 55,323,224 38,451,124 25,063,490 12,415,761
Direct expenses (50,756,578) (34,002,428) (23,496,792) (11,722,360)
Gross profit 4,566,646 4,448,696 1,566,698 693,401
Other income - net 3,395318 2,084,314 1,277,782 519,210
Other gains - - 499 -
Administrative and general expenses (6,670,299) (3,371,863)  (1,844,524) {858,129)
Profit from operalions 1,291,665 3,161,147 1,000,455 354,482
Finance costs 7.5.2 (320,450} {166,766) (31,717 (3,482)
Profit belore tax 7.5.3 971,215 2,994,381 968,678 351,000
Income tax expense 7.5.4 (776,141 _ (1,002,502) {370.000) (118,000
Profit and comprehensive income for
the year attributable to owners
of Oldtown Kopitiam 195,074 1,991,879 598,678 233,000
Key financial ratios:
Weighted average number of ordinary
shares of RM1.00 each in issue (units) 200,000 200,000 200,000 * 2,742
Gross profit margin (%) 8.25 11.57 6.25 5.58
Basic earnings per share (sen) 97.54 995.94 29934 8,497.45
Effective tax rate (%) 76.50 33.60 40,21 36.47

* Caleulated based on 199,998 new ordinary shares of RM! each issued at par on December 27, 2007
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
7.2 OLD TOWN KOPITIAM - STATEMENTS OF FINANCIAL POSITION

31.12.2010  31.12.2009  31.12.2008  31.12.2007

ASSETS Note RM RM RM RM
Non-current assets
Property, plant and egnipment 755 28,193,189 22315357 8,930,745 4,606,826
Prepaid lease payments 756 2,288,352 2,319,176 2,350,000 -
Deferred franchise fee 7.5.7 1,285,480 390,488 - -
Total non-current assets 31,767,021 25,025,021 11,280,745 4,606,826
Cwent assets
Inventories 7.5.8 889,599 826,335 366,772 269,837
Other receivables 7.5.9 4,516,968 3,467,401 1,929,396 1,013,153
Current tax asscts 154 - 329,313 294 815 144,750
Cash and bank balances 1,144,944 1,121,645 703,702 608,790
Total current assets 6,551,511 5,744,694 3,294 685 2,036,530
- Total assets 38,318,532 30,769,715 14,575,430 6,643,356

EQUITY AND LIABILITIES
Capital and reserves
Issued capital 7.5.11 200,000 200,000 200,000 200,000
Retained earnings 7.5.12 2792412 2,597,338 605,459 6,781
Total equily 2,992 412 2,797,338 805,459 206781
Non—current liabijlities
Borrowings 7513 5,989,492 6,146,629 1,281 821 -
Deferred tax liability 7.5.14 804,000 677,000 412,000 118,000
Total non-current liabilities 6,793,492 6,823,629 1,693,821 118,000
Cwrrent liabilities ]
Trade and other payables 7.5.15 3,935,634 3,026,664 2,987,149 1,693,133
Amount owing to

immediate holding company 7.5.10 13,724,698 9,857,793 3,078,055 568,764
Amount owing to

other related companies 7.5.10 9,613,446 6,998,854 5,895,465 4,056,678
Current tax liability 7.54 47,001 - - -
Borrowings 7.5.13 1,211,849 1,265,437 115,481 -
Total current liabilities 28,532,628 21,148,748 12,076,150 6,318,575
Total liabilities 3152326,120 27972377 13,769,971 6,436,575
Total equity and liabilities 38,318,532 30,769,715 14,575,430 6,643,356
Key financial ratios:
Net tangible assets per share (sen) 1,496.21 1,398.67 402.73 7,541.25
Debt-equity ratio (times) 2.4] 2.65 1.73 -
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

7.3

7.4

OLD TOWN KOPITIAM - STATEMENTS OF CHANGES IN EQUITY

(Capital
Distributable Defictency)/
Reserve Total
Issued Retained Shareholders’
Capital Earnings Equity
Note M RM M
Balance as of Jaouary 1, 2007 2 {226,219) (226,217)
Total comprehensive income for the year - 233,000 233,000
Issue of shares 7.5.11 199,998 - 199,998
Balance as of December 31, 2007 200,000 6,781 206,781
Total comprehensive income for the year - 598,678 598,678
Balance as of December 31, 2008 200,000 605,459 805,459
Total comprehensive income for the year - 1,991,879 1,591,879
Balance as of December 31, 2009 200,000 2,597,338 2,797 338
Total comprehensive income for the year - 195,074 195.074
Balance as of December 31, 2010 200,000 2,792,412 2992412
OLD TOWN KOPITIAM - SUMMARISED STATEMENTS OF CASH FLOWS
FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008 31.12.2007
Note RM RM RM RM
Net Cash Generated From
Operaling Activities 7,098,612 7,252,614 4,154,137 2,474,662
Net Cash Used In Investing Activilies (7,444,138) (12,885,536) (5,424,750) (2,303,513)
Net Cash (Used In)/Generated From
Financing Aclivities (415,988) 5,228,431 1,365,525 246,905
NET INCREASE/(DECREASE) IN
CASH AND CASH EQUIVALENTS 138,486 (404,491) 94,912 416,054
CASH AND CASH EQUIVALENTS .
AT BEGINNING OF YEAR 289211 703,702 608,790 192 736
CASH AND CASH EQUIVALENTS
AT END OF YEAR 7.5.17 437,697 299,211 703,702 608,790

140

388



[ Company No: 797771-M |

10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

1.5

7.5.1

153

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS

OPERATING COSTS APPLICABLE TO REVENUE

Changes in invenlories of food,
beverages and consumables
Purchase of food, beverages and
consumables
Employee beneit expenses
Depreciation of property,
planl and eguipment
Amortisation of prepaid lease payment
Amortisation of deferred franchise fee
Other operating expenses

FINANCE COSTS

Interest on:
Term loans
Bank overdraft
Bank charges and commitment fees

PROFIT BEFORE TAX

Profit before tax has been arrived at after crediting/{charging):

Rental income
Realised pain on foreign exchange
Rental of:

Shops

Hostel

Kitchen equipment

Office equipment
Property, plant and equipmen!t written off
Audit fee

FYE FYE EYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
Note RM RM RM RM
(63,264) (459,563) (96,935) (188,875)
21324722 15,575,586 11,080,352 5,798,043
12,062,709 B, 177,101 5,913,935 3,207,938
7.5.5 5,551,041 2,905,219 1,485,723 731,668
7.5.6 30,824 30,824 - -
7.5.7 225,008 9.512 - -
19,200,209 11,892,587 _ 7,614,241 3,294 184
58,331,249 38,131,266 25997316 12,842,958
FYE FYE FYE FYE
31.12,2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM |
277410 131,151 17,366 -
18,132 16,257 4 868 -
24,908 19,358 9,543 3482
320,450 166,766 31,777 3,482
FYE FYE FYE FYE
31.12,2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
169,150 90,595 26,300 -
- - 499 -
(7,401,097)  (4,489,032)  (2,806,706)  (1,252,042)
(540,905 (370,750) (221,765) (110,990)
(48,200} (42,980) (18,050) -
(1,200) {600} - -
(322,499) (96,712) (82,738) -
(24,000) (35,000) (25,000) (9,000)
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

1.5

753

154

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

PROFIT BEFORE TAX (CONTINUED)

Included in eroployee benefits expenses of Old Town Kopitiam are the following:

Contributions made to EPF

INCOME TAX EXPENSE

Current tax expense in respect of:
Current year
Adjustmenis recognised in current year in
relation to income tax of prior year

Deferred tax (Note 7.5.14):
Relating (o origination and reversal of
temporary differences:
Current year
Prior year adjustment recognised in the
current year

FYE FYE FYE FYE
31122010  31.12.2009 31122008  31.12.2007
RM RM RM RM
476,969 268,509 193,208 107,130

FYE FYE FYE FYE
31122010 31.12.2009 31122008  31.12.2007
RM RM RM RM
647,000 668,000 76,000 -
2,141 69,502 - -
649,141 737,502 76,000 -
96,000 305,000 284,000 118,000
31,000 {40,000) 10,000 -
127,000 265,000 294,000 118,000
776,141 1,002,502 370,000 118,000

The statutory income tax rate for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies wilh a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up to RM500,000. However, with effect from year of assessment 2009,
this preferential tax rate will no longer be applicable for companies Lhat controls or being controlled directly
or indirecily by, or are related to another company which has a paid-up ordinary share capital of more (han
RM2,500,000. As a result, income tax rate of Old Town Kopitiam has also been revised accordingly.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

7.5

7.5.4

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The tax expense for the year can be reconciled to profit before tax as follows:

Profit before tax

Income tax expense caleulated at 25%
(31.12.2009: 25%; 31.12.2008: 26%
and 31.12.2007: 27%)
Tax effects of:
Expenses that are not deductible
in determining taxable profit
Temporary differences between tax capital
allowances and book depreciation of
property, plant and equipment not recognised
Effect of difference in tax rate applicable to
small and medium scale companies
(Over)/Underprovision in prior year:
Income tax
Deferred tax

Income tax expense for the year

Current {ax asset

Tax refund receivable

Current tax liabilities

Tax payable

FYE FYE FYE FYE
31.12.2010 31122009  31.12.2008  31.12.2007
RM RM RM RM
971,215 2,994,381 968,678 351,000
243,000 749,000 252,000 94,770
500,000 224,000 138,000 63,472
- - - (34,381)
- - (30,000) (5.861)
2,141 69,502 - -
31,000 (40,000) 10,000 -
776,141 1,002,502 370,000 118,000
31.12.2010 31122009 31.12.2008  31.12.2007
RM RM RM RM
- 329,313 294,815 144,750
31.12.2010  31,12.2009  31.12.2008  31.12.2007
RM RM RM RM
47,001 - . ]
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| Company No: 797771-M |

10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

1.5 OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1.5.6 PREPAID LEASE PAYMENTS
31.12.2010  31.32.2009  31.12.2008  3%.12.2007

RM RM RM RM
At cost:
At beginning of year 2,350,000 2,350,000 - -
Additions - - 2,350,000 -
At end of year 2,350,000 2,350,000 2,350,000 -
Less: Amortisation
At beginning of year 30,824 - - -
Charge for the year 30,824 30,824 - -
At end of year 61,648 30,824 - -
Net 2,288,352 2,319,176 2,350,000 -

The leasehold land of Old Town Kopitiam is charged to a local licensed bank for facilities granted to Old
Town Kopitiam as disclosed in Note 7.5.13.

7.5.7 DEFERRED FRANCHISE FEE

31.12.2010  31.12.2009  31.12,2008  31.12.2007

RM RM RM RM
At cost:
At beginning of year 400,000 - - -
Additions 1,120,000 400,000 - -
At end of year 1,520,000 400,000 - -
Cumulative amortisation
At beginning of year 9,512 - - -
Charge for the year 225,008 9,512 - -
At end of year 234,520 9,512 - -
Net 1,285,480 390,488 - -

Deferred franchise fee comprises fee paid/payable to immediate holding company to operate the franchise
business under the trade namne and using the trade mark for a period of 5 years.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

7.5

158

7.5.9

7.5.10

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INVENTORIES

31.122010  31.12.2009  31.12.2008  3L12.2007

RM RM RM RrM
Atcost:

Food, beverages and consumables 889,599 826,335 366,772 269,837

The cost of inventories of Old Town Kopitiam recognised as an expense during the year was as follows:

FYE FYE FYE FYE
31.12.2010 3L12.2009 31122008  31,12.2007
RM RM RM RM
Cost of imventories 21,261,458 15,116,023 10,983 417 5,609,158
OTHER RECEIVABLES
31.12.2010  31.12.2009 31.12,2008  31.12.2007
RM RM RM RM
Other receivables 26,598 29,758 53,101 124,188
Refundable deposits 3,500,265 2,761,544 1,833,493 773,349
Loans and reccivables 3,526,863 2,791,302 1,886,594 897 537
Down paymenis for acquisilion of:
- landed properties 52,000 52,000 - -
- putlet's operation inclusivc assels - 100,000 - -
Prepaid expenses 938,105 524,099 42,802 115,616

4,516,968 3,467,401 1,929,396 1,013,153

Other receivables comprise mainly expenses paid on behalf, which are unsecured and interest-free and
repayable upon dcmand.

Refundable deposits include franchise depasits paid/payable to immediate holding company as follows:

31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM

Franchise deposits 570,000 150,000 -

Transactions with related parties are disclosed in Nole 7.5.10.

HOLDING COMPANIES AND RELATED PARTY TRANSACTIONS

31.12.2010 31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Amount owing 1o
immediate holding company consist of:
Trade account 13,724,698 9,657,626 3,080,755 568,764
Non-trade account - 200,167 (2,700) -
13,724,698 9,857,793 3,078,055 568,764
Amount owing to
olher related companies consist of: .
Trade account 9,613,446 6,998,854 5,895,465 4,056,678
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
7.5 OLD TOWN KOFPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
7510 HOLDING COMPANIES AND RELATED PARTY TRANSACTIONS (CONTINUED}

The trade balances owing to Immediate holding company and other related companies are subject to normal
trade terms. The balances of non-trade nature are unsecured and interest-free. The amounts owing by/(to)
are repayable upon demand and have therefore been elassified as current liabilities.

During the financial year, significant related party transactions are as follows:

FYE FYE FYE FYE
31.12.2010 31.12,2009  31.12.2008  31.12.2007
RM RM RM RM
Holding company
Kopitiam Asia Pacifie
Purchase of property, plant and equipment 2,970,623 2,592,148 1,562,124 503,351
Royalty fee paid/payable 2,730,236 1,393,392 1,238,075 612,310
Franchise fee paid/ payable 1,120,000 400,000 - -
Advertising and promotion feas paid/payable 1,638,141 1,136,035 742 845 -
Trade purchases 661,573 721,157 315,647 479,088
Franehise deposils paid/payable 420,000 150,000 - -
Accounting fee paid/payable 170,100 109,500 66,000 38,100
Incentives reccived/receivable - 25,125 41,083 - -
Staff training fce paid/payable 21,300 - - -
Renial paid/payable 14,750 72,000 66,000 66,000
Rental received/receivable 13,000 - - -
Contract wages paid/payable 1,464 3,311,938 1,054,008 115,245
Advances reccived - 1,114,682 192,708 50,000
Repayment of advances received - 1,114,682 239,615 280,000
Related companies
White Cafe
Advances received - - - 120,000
Repayment of advances received - - - 280,000
Gongga Food
Trade purchases 19,912,084 14,245,665 9,855,954 4,849,470
Repayment of advances received - - - 230,000
White Cafe Marketing
Trade purchases 484,846 384,256 249,954 142,969
Repayment of advances received - - - 200,000
Body Revolution Sdn. Bhd.
Rental received/receivable 27,606 51,995 - -
Renltal deposits received - 22,080 - -
Dynasty Confectionery
Trade purchases 4,440 5,680 9,760 -
OTK (Genling) Sdn. Bhd.
Trade purchases ' 241 - - -

(Forward)
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL ¥INANCIAL INFORMATION {(CONTINUED)
75 OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
7510 HOLDING COMPANIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE - FYE FYE
31.12.201¢  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Other related partles
Old Town Kopitiam Cheras
Rental received . 5,100 - - -
Purchase of property, plant and equipment - 1,750 - -
" Oldtown Kopitiam Pavilion $Sdn Bhd
Rental paid/payable 11,500 2,300 - -
Purchase of property, plant and equipment - 922,087 - -
Trade purchases ) - 28,026 - -
Emperor’s Kitchen
Trade purchases - - 306 1,155
.Nam Heong Food Sdo. Bhd.
Trade purchases - - 6,046 7,564

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7 of
thie Prospectus of Oldiown.

The outstanding balances arising from non-trade transactions above are as follows;

31.12.201¢ 31.12.2009 31122008 31.12,2007

RM RM RM RM
Othier receivables
Old Town Kopitiam Cheras 6,894 "557 24971 -
OTK (Shah Alam) Sdn. Bhd. 47 - - -
Old Town Kopitiam Kuela Lumpur 14 - - -
Conneczone 7 - - -
OldTown Kopitinm Pavilion Sdn. Bbd. - 94 4,148 -
Other paynbles
0l1d Town Kopitiam Cheras 1,100 - - -
Dynasty Confectionery - 700 - -

Compensation of key management personnel

There is no directors’ remuneration during the financial year. Other than directors, there is no other key
management perscnnel in Old Town Kopitiam.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

15
7513

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
BORROWINGS

31.12.2010 31.122009  31.12.2008  31.12,2007

RM RrM RM RM

Secured:
Term loans 6,494,094 6,589,632 1,397,302 -
Baok overdrmaft 707,247 822,434 - -

7201341 7412066 1397302 -
Less: Amount due within 12 months

(shown under current liabilities) (1,211,849) (1,265437) (115481) -

Non-current portion 5989492 6,146,629 1281821 -

The non-current portion is repayable as follows:

31.12.2010  31.12.2009  31.12.2008 31.12.2007

RM RM RM RM
Financial years ending:

2010 - - 120,786 -
2011 - 460,089 126,335 -
2012 517,091 480,121 132,008 -
2013 540,542 501,775 132,794 -
2014 565,792 528,976 125,043 -
2015 608,405 555,516 135,086 -
2016 and above __3,757,662 3,620,152 509,769 -

5989492 6,146,629 1281821 -

Term loans and other facilities with licensed banks of Old Town Kopitiam amounting 1o RM8,580,000
(31.12.2009: RM8,580,000; 31.12.2008: RM2,830,000) are sccured by fixed legal charges over landed
property of Old Town Kopitiam as mentioned in Notes 7.5.5 and 7.5.6. The facilities are jointly and severally
guaranteed by all the directors of Old Town Kopitiam.

Old Town Kopitiam has five (5) term loans which were repayable ‘as follows:

i) 60 monthly instalments of RM14,665 each in the 1st to 5th year commencing Oclober 30, 2008 and 60
monthly instalmenis of RM15,025 each in the 6thto 10th year commencing October 30, 2013;

ii) 60 monthly instalmenis of RM11,893 each for the 1st to 5th year commencing October 14, 2009 and 60
monthly instalments of RM12,185 each for the 6th to 10th year commencing October 14,2014;

iii) 60 monthly instalments of RM5,726 each for the 1st to 5th year commencing September 14, 2009 and 60
monthly instalraents of RM5,867 each for the 6th to 10th year commencing September 14, 2014;

iv) 180 equal monthly instalments of RM26,907 each commencing September 14, 2009; and

v) 60 equal monthly instalments of RM6,493 each commencing Jannary 16,2011.

The average effective interest rates per annnm are as follows:

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008 31.12.2007
% % % %
Term loans 429 433 4.50 -
Bank overdraft 4.50 4.50 4.50 -

The fair valnes of (he Old Town Kopiltiam’s bank borrowings approximate (heir carrying amonnt,
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

15

7.5.14

1.5.15

1.5.16

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DEFERRED TAX LIABILITY
31.12.2010  31.12,2009 31.12.2008  31.12.2007
RM RM RM RM
At beginning of year 677,000 412,000 118,000 -
Recopnised in profit or loss (Note 7.5.4) 127,000 265,000 294,000 118,000
Atend of year 804,000 677,000 412,000 118,000
The deferred tax liability is in respect of the following:
31.122010 31.12.2009 31.122008  31.12.2007
RM RM RM RM
Tax effects of;
Temporary differences arising from property,
plant and equipment 804,000 671,000 412,000 212,000
Unabsorbed tax capital allowances and
unutilised tax losses - - - (94,000)
804,000 677,000 412,000 118,000
TRADE AND OTHER PAYABLES
31.12.2010  31.12.2009 31122008 31.12.2007
RM RM RM RM
Tradc payables 127,169 91,150 77,863 137,739
Other payables 1,821,717 1,637,877 1,691,846 1,009,130
Accrued expenses 1,883,888 1223557 1,195,890 530,864
Refundable deposits received 102,800 68,080 21,550 15,400
3,935,634 3,026,664 2,987,149 1,693,133

Trade and other payables comprise amounts oulstanding for trade purchases and ongoing costs. The ierms
granted to Old Town Kopiliam for trade purchases ranged from cash fo credit period of 30 days. These
amaunts are non-interest bearing. O1d Town Kopiliam has financial risk management policies to ensure that all

payables are paid within the credit ime frame.

The amounts owing to other payables are unsecured and interest-free and repayable upon demand.

Transactions with relaled parties are disclosed in Note 7.5.10,

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Categories of financial instruments

Financial assets
Loans and receivables - Other receivables
Cash and cash equivalents - cash and bank balances

(Forward)
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1,144,944
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
75 OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTIRUED)

7.5.16 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

(CONTINUED)
31.12.2010
RM
Financial liabilities
Amortised cost:
Trade and other payables 3,935,634
Amount owing to inunediate holding comparmy 13,724,698
Amount owing lo other related companies 9,613,446
Bomowings 7,201,341

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of Qld Town Kopitiam, Management continually monitors
Old Town Kopiliam's risk management process to ensure that an appropriate balance between risk and

contol is achieved. Risk managemment policies and sysiems are reviewed regularly to reflect changes in the
market conditions and Old Town Kopitiain's activities.

(a) Market risk

Old Town Kopitiam’s activitics expose it primarily to the financial risks of changes in foreign currency
exchange rates and interest rate.

There has been no change to Old Town Kopitiam's exposure to market risks or the manner in which
these risks are managed and measured

(D Fordgn currency risk

Old Town Kopitiam has minimal foreign currency risk exposure as most of its mansactions are
denominated in Ringgit Malaysia, which is the fanctional currency of Old Town Kopibam

(G} Interest rate risk

Interest rate risk is the risk that the fair valve or future cash flows of Old Towa Kopitiam's financial
instruments will fluctuate because of changes in markel interest rates. Old Town Kopitiam’s
exposure to interest rate risk anises primarily from their loans,

Sensitivity analysis for Interest rate risk

As of December 31, 2010, if inlerest rates had been 100 basis poinis lower/higher, with all other
variables held constani, Old Town Kopitiam’s profit net of tax would have been RM72,000
lower/higher arising mainly as a result of lower/higher interest expense on floaling rate borrowings.
The assemed movement in basis points for interest rate sensitivity analysis is based on the currendy

observable market environment.
(0} Credit risk

The maximum exposure to credit risk in the event Lhat the counterparties fail (o perform their obligations
as at the end of the financial period in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the stalement of financial position,

Old Town Kopitiam has minimal credit risk exposure as most transactions are on cash terms.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

7.5.16 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

{¢) Liguidity and Capital risk

0ld Town Kopitiam practices prdent liquidity risk management to minimise the mismaich of financial
assets and liabilities and to maintain sufficient credit facilities for contingent funding requirement of
working capital.

Old Town Kopitiam’s principal source of liquidity has historically been cash flows from operations, funds
obtained from long and short-term bomowings and advances from relaled companies. Old Town
Kopitiam principally applies cash flows for capital expenditures, working capital and debt servicing
obligations. Historically, Old Town Kopitiam has applied a significant portion of its cash flows to fund its
capital expenditures and working capital.

Old Town Kopitiam’s expects that the cash generated from ils operations, advances from related
companies, ils existing credit facilities and the trade tenms provided by its suppliers will be sufficient to
meet Old Town Kopitiam’s currently anticipated capital expenditure and working capital needs for at
least the next 12 months,

The maturity profile of Old Town Kopitiam’s non-derivative financial assels and liabilities as of
December 3 1, 2010 based on contractual undiscounted repayment obligations are as follows:

On
demand
orwithin  Oneycarto  Over five
one year five years years Total
RM RM RM RM
Non-derivative financial assels: .
Other receivables 3,526,863 - - 3,526,863
Cash and bank balances 1,144,944 - - 1,144,944
Total undiscounted non-derivative
financial assets 4,671,807 - - 4,671,807
Non-derivative financial liabilities:
Trade and other payables 3,935,634 - - 3,935,634
Amount owing lo immediate
holding company 13,724,698 - - 13,724,698
Amount owing to other related companies 9,613,446 - - 9,613,446
Long and short-term borrowings 1,211,849 2775895 3213597 7,201,341
Total undiscounted non-derivative
financial liabhilides 28,485627 2,775,895 3,213,597 34,475,119
Total net undiscounted non-dervative
financial Liabilities (23,813,820) (2,775,895) (3,213,597) (29,803,312)

Old Town Kopitiam has not committed {o any derivative financial instruments during the financial year.

155

403



[ Company No: 797771-M |

10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

75
75.16

7.5.17

7518

OLD TOWN KOPITIAM - NOTES TQ THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

{d) Capital risk management

Old Town Kopittam manages its capital {o ensure Old Town Kopitiam will be able to continue as going
concem while maximising the retum to stakeholders through the optimisation of the debt and equity
balance. Old Town Kopitiam™s overall strategy remains unchanged from 2009.

The capilal structure of Old Town Kopitiam consists of net debt and equity of Old Town Kopitiam. Old
Town Kopitiam is not subject to any externally imposed capilal requirements.

Fair values of financial instruments

The carrying amounts of the short-term financial assets and labilities recognised at amortised cost in the
financial staternents approximate their fair values, .

The fair value of lonp-term fnancial assets and liabilities are determined by the present value of future

eash flows estimated and discounted using the current inlerest rates for similar instruments at December

31, 2010. There is no material difference between the fair values and carrying values of these assets and
liabilities as of the reporting date.

CASH AND CASH EQUIVALENTS

Cash and cash equivalenis comprise the following:

31.12.2010 31,12.2009  31.12.2008  31.12.2007

RM RM RM RM
Cash and bank balances 1,144,944 1,121,645 703,702 608,790
Bank overdraft (707,247) (822,434) - -

437697 299211 703,702 608,790

OPERATING LEASE ARRANGEMENTS

Operating leases relate to leases of shops, hostels and kitchen equipment with average Iease term of 3 years. All
operating lease contracis conlain market review clauses in the event that the lessee exercises ils option to

renew. The lessee does not have an option to purchase the leased shops, hoslels and kitchen equipment at the
expiry of the lease period.

Payment recognised as an expense for Old Town Kopitiam was as follows:

FYE FYE FYE FYE
31.12.2010 31,12.2009 31.12.2008  31.12.2007
RM RM RM RM
Minimum lease payments 7,991,402 4,903,362 3,046,521 1,363,032
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

7.5

7.5.18

7.5.19

7.5.20

OLD TOWN KOPITIAM - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

OPERATING LEASE ARRANGEMENTS (CONTINUED)

Old Town Kopitiam has outstanding commitments under non-cancellable operating leases as follows:

31.12.2010  31.12,2009  31.12.2008 31.12.2007
RM RM RM RrM
Within one year 6,726,056 5,524,323 3,731236 1,598,841
In the second to fifth year inclusive 5,826,753 4,421,471 2,761,330 1,597,601
After five years - - 1,022,187 -
12,552,809 9,945,794 7,514,753 3,196,442
CAPITAL COMMITMENT

Old Town Kopitiam has the following capital commitment in respect of property, plant and equipment:

31.12.2010 31.12.200% 31.12.2008 31.12.2007
RM RrRM RrM M
Capital expenditure:
Approved and contracted for 457,150 433,935 1,827,000 -
Approved but oot contracted for - 600,000 - -
457,150 1,033,935 1,827,000 -

SIGNIFICANT EVENTS

On December 28, 2009, the uliimate holding company entered into Sale and Purchase Agrezment (as was
supplemented by letters dated May 24, 20J0 and June 11, 2019 respectively, and supplemental agreement
dated December 9, 2010) with Oldtown to dispose off its entire equity interest in the immediate holding

company.

On April 12,2011, Securities Commission had granted the Oldtown the approval for the proposed listing on
the Main Market ol Bursa Securilies. Following the said approval, Oldtown intends to complete the transfer of

shares before June 2011.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

8.

8.1

OLD TOWN KOPITIAM CHERAS

OLD TOWN KOPITIAM CHERAS - STATEMENTS OF COMPREHENSIVE INCOME

Note
Revenue
Direct expenses
Gross profit
Other income - net
Investmenl revenue

Administrative and general expenses

Profit from operations
Finance costs 852

Profil before tax 8.53
Income tax expense 854

Profit and total comprehensive
income for the year
attributable to owners
of Old Town Kopitiam Cheras

Key financial ratios:

Weighted average mumber of ordinary
shares of RM1.00 each in issue {units)

Gross profit margin (%)
Basic earnings per share (sen)

Elfective tax rale (%)

FYE EFYE RYE FPE
31122010 31.12.2009 31122008 31.12.2007
(12 Months) (12 Monihs) (12 Months) (15 Months)
RM RM RM RM
8,403,338 10,323,192 10,746,102 5,266,126
(7,198,670) (8,241356) (8,986,978) (4,572,649
1,204,668 2,081,836 1,759,124 693,477
339,095 394,423 397,848 151,704
- 2,138 2,040 -
{732,178) {673,274) (638,679) {308,548)
811,585 1,805,123 1,520,333 536,633

(1,90D) (22,546) (45,155) (1,289)
809,684 1,782,577 1,475,178 535,344

(212,380) (473,625) (383,553) {138,800)
597,304 1,308,952 1,091,625 396,544
160,000 160,000 160,000 * 60,138
1434 20,17 16.37 13.17
373.32 _818.10 68227 659,39
26.18 24,93 27.09 28.46

* Caleulated based on 149,998 nevs ordinary shares of RM1 each issued ot par on August 16, 2007 and 10,000 new
ordinary shares of RM1 each issued at par on August 29, 2007.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
8.2 OLD TOWN KOPITIAM CHERAS - STATEMENTS OF FINANCIAL POSITION

31.12.2010 31.122009 31.12.2008 31.12.2007

Note RM RM RM M
ASSETS
Non-current assets
Property, plant and equiproent 855 1,467,954 1,566,987 1,944,439 1,370,555
Deferred franchise fee 856 82,959 122,959 162,959 -
Total non-current assets 1,550,913 1,689,946 2,107,398 1370,555
Current assets
Inventories 857 102,644 154,099 169,140 51,492
Other recervables 858 417,468 329,775 268,121 333,729
Amount owing by directors 859 - - - 160,000
Current tax assels 8.54 188,540 1,420 - 5,200
Fixed deposits, cash and bank balances 8.5.10 836,379 696,279 381,597 274319
Total current assets 1,545031 1,181,573 818,858 824,740
Total assets 3,095,944 2871519 2926256 2,195295
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 8.5.11 160,000 160,000 160,000 160,000
Retained eamnings 8.5.12 593,655 796,351 087,399 196,524
Total equity 753,655 956,351 1,147,399 356,524
Non-current liabilities
Term loans 8.5.13 - - 382,029 485436
Deferred tax Liability 8.5.14 23,000 42 000 77,000 69,000
Total non-current Labilities 23,000 42,000 459,029 554,436
Cuirrent liabilities
Trade and other payables 8.5.15 2,319,289 1,873,168 1,173,671 1,184,771
Term loans 8.5.13 - - 104,990 99,564
Current tax babilities 854 - - 41,167 -
Total current liabilities 2319289 1873168 1319828 1,284,335
Total liabilities 2,342,289 1915168 1778857 1,838,771
Total equity and liabilities 3095944 2871,519 2926256 2195295
Key financial ratios:
Nel tangible assels per share (sen) 471.03 59772 717.12 592.84
Debt-equity ratio (times) - - 0.42 1.64
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83

84

OLD TOWN KOPITIAM CHERAS - STATEMENTS OF CHANGES IN EQUITY

Distribufahle
Reserve Total
Issued Retained Shareholders’
Capital Eamings Equity
Note RM RM RM

Balance as of October 3, 2006

({date of incorporation) 2 - 2
Total comprehensive income for the period - 396,544 396,544
Issue of shares 159,998 - 159,998
Dividends F - (200,020) (200,020)
Balaunce as of December 31, 2007 160,000 196,524 356,524
Total comprehensive incore for the year - 1,091,625 1,091,625
Dividends F - (300,750) {300,750)
Balance as of December 31, 2008 160,000 987,399 1,147,399
Total comprehensive income for the year - 1,308,952 1,308,952
Dividends F - (1,500,000) (1,500,000)
Balance as of December 31, 2009 160,000 796,351 956,351
Total comprehensive income for the year - 597,304 597,304
Dividends F - (800,000) (800,000)
Balance a3 of December 31, 2010 160,000 593,655 753,655
OLD TOWN KOPITIAM CHERAS - SUMMARISED STATEMENTS OF CASH FLOWS

FYE ¥YE EYE ¥PE

31.12.2010 31.12.2009 31.122008 31.12.2007
(12 Moaths) (12 Months) (12 Months) {15 Months)

Note RM RM RM RM
Net Cash Generated From
Operating Activities 1,144,151 2,508,222 1,502,012 1,351,911
Net Cash Used In Investing Activities (137,972)  (186,113) (952,388) (1,681,283)
HNet Cash (Used In)/ Generated
From Financing Activities (801,9201) (2,009,565) {443,886} 543,691
NET INCREASE IN CASH
AND CASH EQUIVALENTS 204278 312,544 105,238 214,319
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR/PERIOD 632,101 319,557 214,319 -
CASH AND CASH EQUIVALENTS
AT END OF YEAR/PERIOD 8.5.17 836,379 632,101 319,557 214,319
160
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
85 OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS

8.51 OPERATING COSTS APPLICABLE TO REVENUE

FYE FYE FYE  FPE
31,122010  31.12.2009  31,12.2008 31.12.2007
{12 Months) (12 Months) (12 Months) (15 Months)

Note RM RM RM RM

Changes in inventories of food,

beverages and consumables 51,455 15,041 {117,648) (51,492)
Purchase of food,

beverages and consumahles 3249360 4125378 4,608,832 2,301,290
Director’s fee 20,000 - - -
Employee benefit expenses 1,586,152 1,780,012 2,204,151 1,180,597
Depreciation of property,

plant and equipment 855 606,049 563,565 533,264 250,728
Amortisation of deferred franchise fee 356 40,000 40,000 37,041 -
Other operating expenses 2,502,404 2,567,836 2552226 1,308,038

8,055,420 9,091,832 9,817,866 4,989,161

8.5.2 FINANCE COSTS

FYE FYE FYE ¥PE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
{12 Months) (12 Months) (12 Months) (15 Months)

RM RM RrM RM

Interest on term loans - 20,688 43,535 -
Bank charges 1,901 1,858 1,620 1,289
1,901 22,546 45,155 1,289

85.3 PROFIT BEFORE TAX
Profil before (ax has heen arrived at after crediting/(charging):
FYE FYE FYE FPE

31,12,2010  31.122009 31.12.2008 31.12.2007
(12 Months) (12 Months) (12 Monihs) (15 Months)

RM RM RM RM
Renual income 18,900 20,309 - -
Interest income from fixed deposits - 2,138 2,040 -
Rental of,
Shops (717,560) (691,740) (653,600  (399,300)
Hoslel (74,400) (89,853) (94,975) (54,450)
Parking lot (60,840) (47,040) (6,720) -
Kilchen equipment (19,200) (19,200 (19,200) (13,342)
Motor vehicle 6,000) - - -
Plants (4,993) (4,330) (950) -
Audit fee (10,000} {15,000) (12,000) (7,000)
- Property, plant and equipment writien off - - (5,740} -
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853

85.4

OLD TOWN KOFITIAM CHERAS - NOTES TC THE FINANCIAL STATEMENTS
{CONTINUED)

PROFIT BEFORE TAX (CONTINUED)
Included in employee benefils expenses of Old Town Kopitiam Cheras are the following:
FYE FYE FYE FPE

31.12.2010 31122009 31122008  31.12.2007
(12 Months) (12 Months) (12 Montbs) (15 Montbs)

RM RM RM RM
Contributions made to EPF 44,137 41,904 49471 21,693
INCOME TAX EXPENSE

FYE = FYE FYE FPE

31,12.2010 31122009 31.12.2008 31.12.2007
{12 Months) (12 Months) (12 Montbs) (15 Months)

RM RM RrM RM
Current tax expense in respect of:
Current periodfycar 234,000 482,000 362,000 69,800
Adjustments recognised in ciurent year in .
relation 1o income tax of prior period/ycar (2,620) 26,625 13,553 -
231,380 508,625 375,553 69,800
Deferred tax (Note 8.5.14):
Relating 1o origination and reversal of
temporary differences:
Current period/year (22,000) (38,000) 8,000 69,000
Adjustments recognised in current year in
relation to deferred 1ax of prior periodfycar 3,000 3,000 - -
(19,000) (35,000) 8,000 69,000
212380 473,625 383,553 138,800

The statulory income tax rate for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies with a paid-up capital of RM2,500,000 and below, an incore tax rate of 20% is
applicable for chargeable income of up 1o RM500,000. However, with effect from year of assessment 2009,
this preferential tax rate will no longer be applicable for companies that controls or being controlled directly
or indirectly by, or are related to another company which has a paid-up ordinary share capital of more than
RM2,500,000. Asa result, income tax rate of Old Town Kopitiam Cheras has also been revised accordingly.
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OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

INCOME TAX EXPENSE (CONTINUED)
The income tax expense for the year/period can be reconciled fo profit before tax as follows;
FYE FYE FYE FPE

31.12.2010 31122009 31.12,2008 31.12.2007
(12 Months) (12 Months) (12 Months) (15 Months)

RM RM RM RM
Profit before tax 809,684 1,782,577 1,475,178 335,344
Income lax expense calculated at 25%
(31.12.2009: 25%; 31.12.2008: 26%;
31.12.2007: 27%) 202,000 446,000 384,000 144,600
Tax effects of:
Expenses hat are not deductible in
delermining taxable profit 35,000 26,000 19,000 21,400
Adjustment for deferred tax due
to change in income 1ax rates - (3,000} (3,000} (2,700)
Effect of difference in tax rate applicable to
smalt and medium scale companies (25,000) (25,000) (30,000)  (24,500)
(Over)/Underprovision in prior year:
Income tax (2,620) 26,625 13,553 -
Deferred lax 3,000 3,000 - -
Income 1ax expense for the year/period 212380 473,625 383,553 138,800
31.12.2010 31.12.200% 31.12.2008 31.12.2007
Current tax asset RM RM RM RM
Tax refund receivable 188.540 1,420 - 5200
31.12.201¢  31.12.200% 31.12.2008 31.12.2007
Current tax liability RM RM RM RM
Income tax payable - - 41,167 -
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

835

8.5.6

8.5.7

85.8

OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DEFERRED FRANCHISE FEE
31.12.2010 31122009 31.12,2008 31.12.2007
RM RM RM RM
At cost:
At beginning of year/period 200,000 200,000 - -
Additions - - 200,000 -
Al eod of year/period 200,000 200,000 200,000 -
Cumulative amortisation:
At beginning of year/period (717,041) (37,041) - -
Charge for the yeat/perind (40,000) (40,0000 (37,0411 -
Atend of year/period (117,041) (77,041) (37,041) -
82,959 122,959 162,959 -

Deferred licence fee comprises fee paid to a related party (o operate the licensed business under the trade name
and using the trade mark for a period of 5 years.

INVENTORIES
31122010 31122009  31.12.2008  31.12.2007
RM RM RM RM
Food, beverages and consumables 102,644 154,099 169,140 51,492

The cost of inventories of Ol Town Kopitiam Cheras recognised as an expense during the year/period was as
follows:
FYE FYE FYE FPE
31.12.2010 31.12.2009 31.12.2008  31.12.2007
{12 Months) (12 Months) (12 Montbs) (15 Months)

RM RM RM RM
Cost of inventories 3300815 4,140,419 4491184 2249798
OTHER RECEIVABLES
31122010 31.12.2009 31.122008  31.12.2007
RM RM RM RM
Other receivables ' 5,606 2,170 4,608 86,884
Refundable deposits 332,272 227,857 238,097 235,395
Loans and receivables 337,878 230,027 242,705 322,279
Prepaid expenses 79,590 99,748 25,416 11,450
417,468 329775 268,121 333,729

Other receivables comprise mainly expenses paid on behalf which are unsecured, interest-free and are
repayable upon demand.

Transaclions with relaled parties are disclosed in Note 8.5.9.
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ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

8.5
8.59

OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
RELATED PARTY TRANSACTIONS

The amount owing by directors in 2007 represent unsecured and interest-free advances which are repayable
upon demand.

Du:iﬁg the financial year/period, significant related party transactions ate as follows:

FYE FYE FYE FFE
31.12.2010 31122009  31.12.2008  31.12.2007
(12 Months} (12 Months) (12 Months) (15 Months)

RM RM RM RM

Related parties
Gongga Food

Trade purchases 2957404 3,776,586 4,174,628 2,122,064
Kopitiam Asia Pacific )

Royalty fees paid/payable 413,081 508,479 532,853 259,309

Advertisement and promotion fee paid/payable 247,849 305,087 319,712 -

Purchase of property, plant and equipment 151,828 89,684 389,993 233,855

Trade purchases 63,987 135,375 102,394 117,490

Accounting fee paid/payable 14,400 14,400 13,800 6,000

Rental received/receivable 6,800 - - -

Staff training fees paid 5,100 - - -

Incentive recaived/ receivable 4,000 10,333 - -

Contract wages paid/payable 152 780,585 335,602 78,345

Franchise fee paid/payable - - 200,000 -
White Cafe Marketing

Trade purchases 46,455 69,390 73,714 40,365
Dynasty Confectionery

Trade purchase - 200 2,460 -
Old Town Kopitiam

Rental paid 5,100 - - -

Sale of property, plant and equipment - 1,750 - P -
Emperor's Kitchen

Purchase of tocls and utensils - ~ 306 677

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7 of
the Prospectus of Oldtown. )

The cutstanding balances arising from non-trade transactions above are as follows:

31.12.2000 31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Other receivables
Kopitiam Asia Pacific - - 2,383 -
OTK. Singapore - - 1,283 -
OldTown Kopitiam Pavilion Sdn. Bhd. - - 942 -
Other payables
0Old Town Kopitiam 5,794 177 24971 -
Dynasty Confectionery - - 2,180 -
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G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

8.5

859

8.5.10

OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

RELATED PARTY TRANSACTIONS (CONTINUED)

‘ Compensation of key management personnel

There is no direciors’ remuneration during the financial year/period. Other than directors, there are no other key
management personnel in Old Town Kopitiam Cheras.

FIXED DEPOSITS, CASH AND BANK BALANCES

31122010 31.12.2009 31122008 31.12.2007

RM RrM RrM RM
Fixed deposits with a licensed bank - 64,178 62,040 60,000
Cash on hand and at banks 836,379 632,101 319,557 214319
836,379 696,279 381,597 274,319

Fixed deposits of Old Town Kopitiam Cheras were pledged to a local licensed bank as sccurity for term loans
facilities as disclosed in Note 8.5,13,

The effective interest rates per annum and maturity periods for fixed deposits of Old Town Kopitiam Cheras are
as follows:

EYE FYE FYE FPE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
(12 Months) (12 Montibs) (12 Months) (15 Months)

Effective interest rate (%) - 320 32010340 34010388
Maturity periods (days) - 365 90 10 360 90 to0 360
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

8.5

8.5.13

OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TERM LOANS

31.12,2010  31.12.2009  31,12.2008  31.12.2007

RM RM RM RM
Secured:
Temn loans - - 487,019 585,000
Less: Amount due within 12 months
{shown under current liabilities) - - (104,990) {99,564)

Non-current portion - - 382,029 485436

The non-currenl portion is repayable as follows:

31.12.2010  31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Financial years/period ending:
2009 . - - 107,690
2010 - - 112,864 109,506
2011 - - 121,329 117,993
2012 - - 147,836 150,247
- - 382,029 485,436

Term loans of Old Town Kopiiam Cheras with a local liceased bank amounting to RM585,000 in 2008

(2007: RM585,000) were secured by:

i) Pledge of fixed deposits as disclosed in Note 8.5.10;

ii} A debenture for all the fixed and floating assets of Old Town Kopitiam Cheras, both present and future to
be stamped for RM585,000;

i) Security of trust deed:

iv) Joint and scverally guarantees by all the directors of Old Town Kopitiam Cheras;

v) Against CGC (M) Bhd. guaraniee cover for RM585,000 under the Direct Access Guaraniced Scheme; and

vi) Against Facility Agreement to be stamped for RM585,000.

Old Town Kopitiam Cheras had two (2) term loans that were fully settled in 200% and were repayable as
follows:

i) 60 monthly instalments of RM2,137 each with effect from December 2007; and
ii) 60 monthly instalments of RM9,656 each with effect from December 2007.

The effective interest rate of (erm loans was 6.65% (2008: 7.50%; 2007: 7.75%) per annum,
In 2007, Old Town Kopitiam Cheras breached one of the loan covenants which stipulate that Old Town

Kopitam Cheras shall not declare or make any payment to its shareholders by way of dividends without the

consent of the lending bank during the tenure of the facility. The matter has since been resolved as the loans
were fully repaid in 2009,
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8.5 OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
8.5.14 DEFERRED TAX LIABILITY
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Atbeginning of year/period 42,000 77,000 69,000 -
Recognised in profit or loss (Note 8.5.4) (19,000) {35,000) 8,000 69,000
Atend of year/period 23,000 42,000 77,000 65,000
The deferred tax liability is in mspect of temporary differences between lax capital allowances and book
depreciation of properiy, plant and equipment.
8515 TRADE AND OTHER PAYABLES
31.12.2010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Trade payables 1,789,713 1,589,132 686,757 842,166
Other payables 247,910 66,797 222,929 217,385
Accrued expenses 273,716 210,789 261,914 125,220
Refundable deposits received 7,950 6,450 2,071 -
2,319,289 1,873,168 1,173,671 1,184,771
Trade and other payables comprise amonnis outstanding for trade purchases and ongoing costs.
The credil terms granted (o Old Town Kopitiam Cheras for trade purchases are as follows:
FYE FYE FYE FPE
31,12,.2010 31.12,2009 31.12.2008 31.12,2007

(12 Months) (12 Menths) (12 Months) (15 Months)

Credit terms (days) Cash to 90 Cash 1o 30 Cashto 30 30 to 90

These amounts are non-interest bearing. Old Town Kopitiam Cheras has financial risk management policies to
ensure Lhat all payables are paid within the credil time frame.

Included in trade payables of Old Town Kopitiam Cheras are related parties’ balances as follows:

31.12.2010 31.12.2009  31,12.2008 31.12.2007
RM RM RM RM
Related parties” balances 1,749,406 1,558,077 689,985 957,423

The amounts owing to other payables are unsecured, interest-free and are repayable upon demand.

Transaclions with related parties are disclosed in Note 8.5.9.
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ACCOUNTANTS’ REPORT

G, HISTORICAL FINANCIAL INFORMATION (CONTINUED)

8.5
8.5.16

OLD TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
Categorles of financlat Instraments

31.12.2010
RM
Financial assets
Loans and receivables - other receivables 337,878
Cash and cash equivalents - cash and bank balances 836,379
Financlal Uabilitles '
Amortised cost - trede and other payables 2,319,289

Financtal Risk Management ObJectives and Polictes

Risk manageruent is integral to the whole business of Old Town Kopitiam Cherss. Management continually
monitors Old Town Kopitiam Cheras's risk management process to ensure that an appropriate balence
between risk and control is achieved. Risk management policies and systems are reviewed regularly to
reflect changes in the market conditions and Old Town Kopitiam Cheras’s activities.

There has been no change to Old Town Kopitiam Cheras's exposure to these finaneial risks or the manner in
which it manages and measures the risk.

{a) Market risk

‘There has been no change to Old Town Kopitiam Cheras's exposure to market risks or the manner in
which these risks are managed and measured.

(i)  Foreign currency risk management
" Old Town Kopitiam Cheras has minimal foreign cwrrency risk exposure as most of its transactions
are denominated in Ringgit Malaysia, which is the functional cutrency of Old Town Kopitiam
Cheras.
(i)  Interest rate risk management

Old Town Kopitiam Cheras’s exposwre to interest rate risk is limited as Old Town Kopitiam
Cheras has no interest-bearing balances.

(%) Credit risk management

‘The maximum exposure to credit risk in the event that the counterparties fail to perform their obligations
as at the end of the financial period in relation o each class of recognised financial assets is the carrying
amount of those assets as stated in the atatement of financial position.

Old Town Kopitiam Cheras has minimal credit risk exposure as most transactions are on cash terms,

(c¢) Liquidity and eash flow risks management
‘The management of Old Town Kopitiam Cheras is of the view that liquidity risk is minimal as Old Town
Kopitinm Cheras has sufficient funds to finance its ongoing working capital requirement and when
necessary, funding is obtained from its related pasties.

All non-derivative financial essets and financinl linbilities are repayable on demand or due within 1 year
from the end of the reporting date.

Old Town Kopitinm Cheras has not commitied to any derivative financial instruments during the
finangial period.
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8.5

8.5.16

8.5.17

8.5.18

OLD TOWN KOPITIAM CHERAS

{({CONTINUED)

- NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

(CONTINUED)

(d) Capital risk management

0ld Town Kopitiam Cheras manages its capital to ensure that Old Town Kopitiam Cheras will be able to
continug as going concern while maximising the refum to stakeholders through the optimisation of equity
balance. Old Town Kopitiam Cheras’s overall strategy remains unchanged from 2009.

The capital structure of Old Town Kopitiam Cheras consists of issned capital. Old Town Kopitiam
Cheras is not subject to any externally imposed capital requirements.

Fair Vahues of Financial Assets and Financial Liabilities

The carrying amounts of other receivables, cash and cash eqnivalents and trade and other payables
approximate their respective fair values due to the short-term maturity of these financial instruments.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise the following:

Fixed deposits with a licensed bank
Cash and bank balances

Less: Fixed deposits pledged to banks

31.12.2010 31.12.2009 31.12.2008  31.12.2007

RM RM RM RM

- 64,178 62,040 60,000
836,379 632,101 319,557 214,319
836,379 696,279 381,597 274,319

- (64,178)  (62,040) (60,000)

836,379 632,101 319,557 214319

OFPERATING LEASE ARRANGEMENTS

Operating leases relates to leases of shops, hostel and kitchen equipment with average lease term of 3 years, All
operating lease contracts contain market review clauses in the event that the lessee exercises its option to
rencw, The lessee does not have an option to purchase the leased shops, hostels and kitchen equipment at the

expiry of the lease period.

Payment recognised as an expense for Old Town Kopitiam Cheras was as follows:

Minimum lease payments

FYE FYE FYE FPE
31.122010 31.12.2009  31.12.2008  31.12.2007
(12 Months) (12 Months) (12 Months) (15 Months)

RM RM RM RM

878,000 800,793 767,775 467,092
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85.18

8519

8.5.20

OLp TOWN KOPITIAM CHERAS - NOTES TO THE FINANCIAL STATEMENTS
{CONTINUED)

OPERATING LEASE ARRANGEMENTS (CONTINUED)
Old Town Kopitiam Cheras has outstanding commitments under non-cancellable operating leases as follows:

31122010 31.12.2009 31.122008  31.12.2007

RM RM RM RM
Within onc year 608,160 787,830 646,200 694,600
In the second to fifih year inclusive 647.220 802,480 349,000 958,200

1,255,380 1,590,310 995,200 1,652,800

CAPITAL COMMITMENTS

As of December 31, 2007, Ol Town Kopitiam Cheras has capital expenditure in respect of property, plant
and equipment which were contracted but not provided for of RM421,062.

SIGNIFICANT EVENTS

On December 28, 2009, the shareholders of Old Town Kopitiam Cheras entered into Sale and Purchase
Agreement (as was supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and
supplemental agreement dated December 9, 2010) with Oldtown to dispose off its enlire equity interest in Old
Town Kopitiam Cheras.

On Apnl 12, 2011, Securities Commission had granted the Oldtown the approval for the proposed listing on

Lhe Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the transfer of
shares before June 2011.
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OLD TOWN KOPITIAM KUALA LUMPUR

OLD TOWN KOPITIAM KUALA LUMPUR - STATEMENTS OF COMPREHENSIVE INCOME

Revenue
Direct expenses

Gross profit
Other income - net

Administrative and general expenses

(Loss)/Profit from operations’
Finance cost - bank charges

(Loss)/Profit before tax
Income tax expense

(Loss)/Profit and total

comprehensive (loss)/income
for the year attributable

to owners of Old Town
Kopitiam Kuala Lumpur

Key financial ratios:

Weighted average number of ordinary
shares of RM1.00each in issue (units)

Gross profit margin (%)

Basic (loss)/eamnings per share (sen)

Effective tax rate (%)

FYE FYE FYE FYE
31122010 31.12.2009 31.12.2008 31.12.2007

Note RM RM RM RM
4620735 4840803 6017234 4,517,448
 (4275,587) (4,384,179) (5,113.624) (3,970,087
345,148 456,624 903610 5477361
238,233 272,784 339,214 182,068
(655,525)  (431,582)  (393950)  (430,045)
(72,144) 297,826 848874 299,384
(2.239) (2,208) (1,973) (740)

952 (74,383) 295618 846,901 298,644
953 (20,847)  (60,889)  (224312)  (58,000)
(95230) 234,729 622,589 240,644
100,000 100,000 100,000  * 53,426
7.47 9.43 15.02 12.12
(9523) 234.73 622.59 450.42

(25.54) 24.12 26.08 17.52
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9.2

OLD TOWN KOPITIAM KUALA LUMPUR - STATEMENTS OF FINANCIAL POSITION

ASSETS

Non-current assets
Property, plant and equipment
Deferred license fee

Total non-current assets
Current assets

Inventories

Other receivables

Amount owing by a director
Current tax assel

Cash and bank balances
Total current assets

Total assets

EQUITY AND LIABILITIES

Capital and reserves
Issued capital

Retained eamings/(Accumulated loss)

Total equity

Non-current liabilities
Deferred tax liability

Cuarrent liabilities

Trade and other payables
Amount owing to a director
Current tax liabilities

Total current liabilities
Total liabilities

Total equity and Liabilities
Key financial ratios:

Nel tangible asseis per share (sen)

Debt-equity ratio (tires)

Note

9.54
9.5.5

956
9.5.7
958
9.5.3

95.9
9.5.10

9.5.11

9.5.12
9538
953

176
424

31.12.2010 31,12.2009 31.12.2008 31.12.2007

RM RM RM RM
1,503,535 777,084 698,698 860,893
16,667 26,667 36,667 -
1,520,202 803,751 735,365 860,891

53,380 74,374 63,030 63,609
231,513 236,784 348,073 511,966
. . - 133,074
80,000 28,000 - -
247,456 137,903 229,522 117,903
612349 477,061 640,625 826,552
2,132,551 1280812 1375990 1687443
100,000 100,000 100,000 100,000
121311 216,541 381,812 (40,777)
221,311 316,541 481,812 59,223
48,000 12,000 22,000 31,000
1863240 952271 791,198 1,417,229
. . - 152,991
. . 80,980 27,000
1,863240 952,271 872178 1597220
1911240 964,271 894,178 1628220
2,132,551 1280812 1375990 1687443
221.31 316.54 481381 110.85
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OLD TOWN KOPITIAM KUALA LUMPUR - STATEMENTS OF CHANGES IN EQUITY

9.3

9.4

Share

Retained
Eamings/

(Capital
Deficiency)/
Net

Issued  Application (Accumulated Shareholders’

Capital Monies Loss) Equity
Note RM RM RM RM

Balance as of January 1,2007 2 100,000 (281,421) (181,419)
Total comprehensive income

for the year - - 240,644 240,644
Reclassified to other payables - {2) - (2)
Issue of shares 959 99,998 (99,998) - -
Balance as of December 31, 2007 100,000 - 40,777) 59,223
Total comprehensive income

for the year - - 622,589 622,589
Dividend paid F - - (200,000) (200,000)
Balance as of December 31, 2008 100,000 - 381,812 481812
Total comprebensive income

for the year - - 234,729 234,729
Dividend paid F - - {400,000) { 400,000}
Balance as of December 31, 2009 100,000 - 216,541 316,541
Total comprehensive loss

for the year - - (95,230) (95230
Balance as of December 31,2010 100,000 - 121,311 221,311

OLD TOWN KOPITIAM KUALA LUMPUR - SUMMARISED STATEMENTS OF CASH FLOWS

FYE FYE FYE FYE
31.12.2010 31.12.2009 31.122008 31.12.2007
Note RrM RM RM RrM
Net Cash Generated From
Operating Activities 1,110,834 588,371 405229 702,271
Net Cash (Used InyGenerated From
Investing Activities (999,042)  (277,782) 61,354 (474,257)
Net Cash Used In Financing Activities (2,239) _ (402,208) {354,964) (181,188)
NET (DECREASE)INCREASE IN
CASH AND CASH EQUIVALENTS 109,553 (91,619) 111,619 46,826
CASH AND CASHEQUIVALENTS
AT BEGINNING OF YEAR 137,903 229,522 117,903 71,077
CASH AND CASH EQUIVALENTS
AT END OF YEAR 9.5.14 247 456 137,903 229,522 117,903
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9.5
9.5.1

9.5.2

9.5.3

OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS

OPERATING COSTS APPLICABLE TO REVENUE

EFYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008 31,12.2007
Note RM RM RM RM
Changes in food,
beverages and consumables 20,994 (11,344) 579 (21,497
Purchase of food,
beverages and consumables 1,927,495 2,082355 2,579,827 1,961,249
Employee benefit expense 925397 963,784 1,093,356 978,047
Director’'s remuneration
-Fee - - - 30,000
- Salaries and bonuses 83,361 89,154 88,335 28,000
- EPF contributions 7485 6,866 6,166 3,360
Depreciation of property,
plant and equipment 954 446,460 256,965 230,207 188,400
Amortisation of
deferred franchise fee 95.5 10,000 10,000 13,333 -
Other operating expenses 1,559,112 1,474,714 1564345 1325062
4980,304 4872494 5,576,148 4492621
(LOSS)PROFIT BEFORE TAX
(Loss)/Profit before tax has been amrived at after charging:
FYE FYE FYE FYE
31.12.2010 31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Rental of;
Shops 502,688 591,360 589,897 510,725
Hostel 40,200 54,960 54,960 45,400
Audit fee 10,000 11,000 10,000 7,000
Propenty, plant and equipment written off 50,811 - - 133,956
Security deposits written off - - - 30,000

Included in employee benefits expenses of Old Town Kopitiam Kuala Lumpur are the following;

FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Contributions made 1o EPF 28,376 24,129 21,512 21,284
INCOME TAX EXPENSE
FYE FYE FYE FYE
31,12.2010 31122009 31.12.2008 31.12.2007
RM RM RM RM
Income tax :
Current year - 82,000 230,000 27,000
Adjustments recognised in the current year in .
relation to income tax of prior years {15,153) {(11,111) 3,312 -
(15,153) 70,889 233312 27,000
(Forward)
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9.5

953

OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

INCOME TAX EXPENSE
FYE FYE FYE FYE
31122010 31.,122009 31.12,2008 31.12.2007
RM RM RM RM
Deferred tax (Note 9.5,11):
Relating to origination and reversal of
temporary differences:
Current year 19,000 (12,000) - 31,000
Adjugtments recogmised in the current year
in reletion to deferred tax of prior years 17,000 2,000 (9,000) -
36,000 {10,000) {9,000) 31,000
20,847 60,889 224312 58,000

The statutory income tax rato for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively, In the previous years of
assessments, for companics with a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up to RMV500,000. However, with effect from year of assessment 2009,
this preferential tax mate will no longer be applicable for companics that controls or being controlled directly
or indirectly by, or are related to another company which bas a paid-up ordinary share capital of more than
RM2,500,000, As a result, income tax rate of Old Town Kopitiam Kuala Lumpur has also been revised
accordingly.

The income tax expense for the year can be reconciled to profit before tax as follows;

FYE FYE FYE FYE
31122010  31.12.2009 31122008  31.12.2007
RM RM RM RM
(Loss)/Profit before tax (74,383) 295,618 846,901 298,644
{Loss)/Income tax expense calculated at 25%
(31.12,2009: 25%; 31.12.2008:26%
and 31,12.2007:27%) {19,000) 74,000 220,000 80,700
Tax effects of:
Expenses that are not deductible
in determining taxable profit 38,000 11,000 18,000 62,000
Utilisation of previously
unrecognised deferred tax assels - - - (71400)
Effect of difference in tax rate applicable to
small and medijum scale companies - (15,000) (8,000) (13,300)
(Over)/Underprovision in prior year: ,

Incorge tax . (15153)  (1L111) 3,312 -
Deferred tax 17,000 2,000 (3,000) -
Income tax expense for the year 20,847 60,889 224,312 58,000

31122010 31122009 31.12.2008  31.12.2007
BM M RM RM
Current tax asset
Tax refund receivable 80,000 28,000 - -
31.12.2010 31122009 31.12.2008  31.12.2007
RM RM RM RM
. Current tax liability
Income tax payable - - 80,980 27,000
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10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

9.3 OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
{(CONTINUED)

9.5.5 DEFERRED FRANCHISE FEE

31122010 31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Atcost;
Atbeginning of year 50,000 50,000 - -
Additions - - 50,000 -
Atend of year 50,000 50,000 50,000 -
Cumulative amortisation:
At beginning of year (23,333) (13,333) - -
Charge for the year {10,000) (10,000) (13,333) -
(33,333) (23,333) (13,333) -
Atend of year 16,667 26,667 36,667 -

Deferred franchise fec comprises fee paid to a related party to operate the franchise business under the trade
name and using the trade mark for a period of 5 years.

9.5.6 INVENTORIES

31.12.2010  31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
Food, beverages and consumables 53,380 74,374 63,030 63,609
The cost of inventories of Old Town Kopitiam Kuala Lumpur recognised as an expense during the year was as
follows:

FYE FYE FYE FYE

31122010 31.12.2009  31.12.2008  31.12.2007

RM RM RM RM

Cost of inventories 1,948,489 2,071011 2,580,406 1,939,752

95,7 OTHER RECEIVABLES

31.12.2010  31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Other receivables - - 73,360 260,504
Refindable deposits 208,862 199,600 197 640 195,515
Loans and receivables 208,862 199,600 271,000 456,019
Prepaid expenses 22,651 37,184 71,073 55,947

231,513 236,784 348,073 511,966
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ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

9.5

9.5.7

9.5.8

OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

OTHER RECEIVABLES (CONTINUED)

QOther receivables in 2008 comprise mainfy expenses paid on behalf, which are unsecured and interest-free.
Other receivables in 2007 relate to an amount owed by'a company in which a director of Old Town Kopitiam
Kunala Lumpur has financial interest. The eranting of non-trade advances to a company in which a director has

financial imerest was in contravention of Section 133A of the Companies Act, 1965. However, the amouat
had been fully recovered in 2008.

Transactions with related parties are disclosed in Note 9.5.8

RELATED PARTY TRANSACTIONS

The amount owing by/(1o} a director in 2007 represenis unsecured and interest-free advances which are
repayable vpon demand.

Advances 1o a director in 2007 contravened Section 133 of the Companies Act, 1965, which states that a

company other than private exempt company shafl not make a loan 10 a director of the company. However, Lhe
amount had been fully recovered in 2008.

During the financial year, significant related party ransactions are as follows:

FYE EFYE FYE FYE
31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Related parties
Gongga Food
Trade purchases 1,771,871 1,722,045 2,121,889 1,611,395
Kopitiam Asia Pacific
Purchase of property, plant and equipment 331,559 101,750 55,002 9,426
Royalty fees paid/payable 229,331 238,947 297,957 229,180
Advertisement and promotion fees
paid/payable 137,599 143,368 178,774 -
Trade purchases 48,997 61,175 31,122 104,241
Acconnting fees paid/payables 14,400 14,400 14,400 12,300
Incentives received/receivable 2,833 5,000 - -
Staff training fees paid 500 - - -
Dividend paid/payable - 120,000 - -
Contract wages paid/payable - 1,069 - 12,910
Repayment of advances received - - 165,000 -
Franchise fees paid/payable - - 50,000 -
Advances received - - - 165,000
White Cafle Marketing
Trade purchases 39484 43,738 45,808 37,167
(Forward)
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

9.5

9.5.8

OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE FYE FYE
31122010 31.12,2009 31122008  31.12.2007
RM RM RM RM
Related parties (continued)
Dynasty Confectionery
Trade purchases - 400 1,180 -
Purchase of property, plant and equipment : 340 - - -
"‘OTK (Peteling Jaya) Sdn. Bhd.
Repayment of advances granted - - 260,504 -
Advances granted - - - 260,504

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7 of
the Prospectus of Oldtown.

The outstanding balances arising from non-trade transactions above are as follows:

31122010  31.12.2009 31122008  31.12.2007

RM RM RM RM
Other receivables
OTK (Petaling Jaya) Sdn. Bhd, - - 52,660 260,504
OTK. Supway Sdo. Bhd. - - 9.150 -
Other payables
OTK (Petaling Jaya} Sdo. Bhd. 7,920 15,093 - -
0Old Town Kopitiam 14 - - -

Compensaiion of key management personnel

The remuncration of directors is disclosed in Note 9.5.1. Other than directors, there are no other key
management personnel in Old Town Kopitiam Kuala Lumpur during the year,
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[ Company No: 797771-M |

10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

9.5

9.5.11

9.5.12

OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
{CONTINUED)

DEFERRED TAX LIABILITY
31.12.2010 31122009  31.12.2008  31.12.2007
RM RM RM RM
At beginning of year 12,000 22,000 31,000 -
Recognised in profit or loss (Note 9.5.3) 36,000 (10,000) (9,000) 31,000
At end of year 48,000 12,000 22,000 31,000

The deferred tax liability is in respect of the following:
31.12.2010 31.12,2009 31.12.2008 31.12.2007

RM RM RM RM
Tax effect of:
Temporary differences arising from property,
plant and equipment 52,000 12,000 22,000 31,000
Unabsorbed tax capital allowance {4,000} - - -
48,000 12,000 22,000 31,000

TRADE AND OTHER PAYABLES
31.12,2010  31.12.2009  31.12.2008  31.12.2007

RM RM M RM
Trade payables 1,556,821 707,563 543,890 608,084
Other payables 177,431 115,687 160,300 657,448
Accrued expenses 128 988 129,021 87,008 151,697
1,863,240 952,271 791,198 1,417,229

Trade and other payables comprise amounts oulstanding for trade purchases and ongoing costs. The terms
granted to Old Town Kopiliam Kuala Lumpur for trade purchases are as follows:

FYE FYE FYE EYE
31.12.2010 31.12.2005 31.12.2008  31.12.2007
Credit terms (days) Cashtw 90  Cash1o 30 Cash to 30 30 to 120

These amounts are non-interest bearing, Old Town Kopitiam Kuala Lumpur bhas financial rick
management policies to ensure that all payables are paid within the credit time frame.

Included in trade payables of Old Town Kopitiam Kuala Lumpur are relaled parties’ balances as follows:

31.12.2010 31.12.2009  31.12.2008  31.12.2007
RM RM RM RM

Related parlies’ balances 1,546,478 686,981 512,899 574,570

The amounts owing to other payables are unsecured and interest-free and repayable upon demand. Included
in other payables were loans obtained from shareholders of RM320,569 in 2007 which were unsecured,
interest-free and were repayable upon demand. The oulstanding loans were fully repaid in 2008,

Transactions with related parties are disclosed in Note 9.5.8.

186

434



[ Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FIN ANCIAL INFORMATION {({CONTINUED)

9.5 OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

9513 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Categories of financial instruments

31.12.2010
RM
Financial assets
Loans ard receivables- refundable deposiis ) 208,862
Cash and cash equivalents — cash and bank balances 247 456
Financial Liabilities
Amortised cost- trade and other payables 1,863,240

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of Old Town Kopitiam Kuala Lumpur. Management
continually monitors Old Town Kopitiam Kuvala Lumpur’s risk management process to ensure that an
appropriate balance between risk and control is achieved. Risk management policies and systems are

reviewed regularly 10 reflect changes in the market conditions and Old Town Kopitiam Kuala Lumpur’s
activities,

There has been no change to Old Town Kopitiam Kuala Lumpur’s exposure to these financial risks or the
manner in which it manages and measures the risk.

(a) Market risk

Old Town Kopitiam Kuala Lumpur’s activities expose it primarily to the financial risks of changes in
foreign currency exchange rates and interest rates.

There has been no change to Old Town Kopitiam Kuala Lumpur’s exposure to market risks or the
manner in which these risks are managed and measured.

(0 Foreign currency risk management
Old Town Keopitiam Kuala Lumpur has minimal foreign currency risk exposure as most of iis
transactions are denominated in Ringgit Malaysia, which is the functional currency of Old Town
Kopitiam Kuala Lumpur.

(i) Interest rate risk management

Old Town Kopitiam Kuala Eumpur's exposure to interest rate risk is limited as Old Town Kopitiam
Kuala Lumpur has no interest-bearing balances.

(b) Credit risk management

The maximum exposure to credit risk in the ¢vent that the counterparties fail to perform their obligations
as at the end of the financial period in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the statement of financial position.

Old Town Kopitiam Kuala Lumpur has minimal credit risk as most transactions are on cash tenns.

(9 Liquidity and cash flow risks management
The management of Old Town Kopitiam Kuala Lurnpur is of the view that liquidity risk is minimal as Old
Town Kopitiam Kuala Lumpur has sufficient funds to finance its ongoing working capital requirement
and when necessary, funding is obtained from its related parties.

All non-derivative financial assets and financial liabilities are repayable on demand or due within 1 year
froin the end of the reporting date.
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

2.5

9513

9.5.14

$9.53.15

9.5.16

OLD TOWN KOPITIAM KUALA LUMPUR - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

0ld Town Kopitiam Kuala Lympur has not commilted to any derivative financial instruments during the
financial year.

(d) Capital risk management

Old Town Kopitiama Kuala Luntpur manages its capital to ensure Old Town Kopitiam Kuala Lumpur will
be able to continue as going concern while maximising the retum to stakeholders through the optimising
of equity balance, Old Town Kopitiam Kuala Lumpur’s overall strategy remains unchanged from 2009.

The capital structure of Old Town Kepitiam Kuala Lumpur consists of issued capital. Old Town
Kopitiam Kuala Lumpur is not subject to amy cxiernally imposed capital requirements.

Fair Valoe of Financial Assets and Financial Liabilities

The carrying amounts of other receivables, cash and cash equivalents and trade and other payables
approximate their respective fair values due to the short-term maturity of these financial instrumnents.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash and bank balances of Old Town Kopitiam Kuala Lumpur for the
respective financial year ended.
OPERATING LEASE ARRANGEMENTS

Operating leases relates to leases of outlets and hostel wilh average lease term of 3 years. All operating lease
contracts contain markel review clauses in Lhe event that the lessee exercises its option to renew. The lessee
does not have an option to purchase the leased cutlets and hoslels at the expiry of the lease period.

Payment recognised as an expense for Old Town Kopitiam Kuala Lumpur was as follows:

FYE EYE FYE FYE
31122010 31.12,2009  31.12,2008  31.12.2007
RM RM RM RM
Minimum lease payments 542,888 646,230 644,857 536,125

Old Town Kopitiam Kuala Lumpur has ountstanding commitments under non-cancellable operating leases
follows:

31122010  31.12.2009  31.12.2008  31.12.2007

RM RM RM RM
Within one year 536,753 351,086 402,953 339,400
In (he second to Gfth year inclusive 291,109 224,850 224,336 255,450
827,862 575,936 627,294 594 850

SIGNIFICANT EVENTS

On December 28, 2009, the sharcholders of Old Town Kopitiam Kuala Tumpur entered into Sale and
Purchase Agreciment (as was supplemented by letters dated May 24, 2010 and June 11, 2010 respeclively, and

supplemental agreement dated December 9, 2010) with Oldtown to dispose off its entire equity interest in Old
Town Kopiltam Kuala Lumpur.

On April 12, 2011, Securities Commission had granted the Oldtown the approval for the proposed lisling on

the Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the transfer off
shares before June 2011.

188

436



| Company No: 797771-M |

10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
10 OLD TOWN KOPITIAM BUTTERWORTH

10.1 OLD TOWN KOPITIAM BUTTERWORTH - STATEMENTS OF COMPREHENSIVE INCOIME

FYE FYE FYE FYE
31122010 3L12.2009  31.12,2008  31.12.2007
Note RM RM RM RM
Revenue 21,734,628 17987160 15,568,247 9,298,685
Direct expenses (18,686,668) (15,332,276) (13,599,989} _{8,063,859)
Gross profit 3,047,960 2,654,884 1,968,258 1,234,826
Other income - net 1,019,154 812,215 636,210 347,248
Investment revenue 105,467 4335 2,222 -
Other gnins/(loss) 13,750 (6,545) - 18,017
Administrative and general expenses {1,885,288) (1,562,611) (1,068,998) (624,052)
Other operating expenses - (9,850) - -
Profit from operations 2,301,043 1,892,428 1,537,692 976,039
Finance costs 10.5.2 (42,715) (61,524) (81,407) (29,939
Profit before tax © 1053 2,258,328 1,830,904 1,456,285 946,100
Income tax expense 10.54 (619,039) (536,586) (381,326) (288,950}
Profit and total comprehensive
income for the year atfributable to
owners of Old Town Kopitizm
Bufterworth 1,639,289 1,294,318 1,074,959 657,150
Key financial ratios:
Weighted average number of ordinary
shares of RM1,00 each in issue (units) 100,000 100,000 100,000 100,000
Gross profit margin (%) 14.02 14.76 12.64 "13.28
Basic earnings per share (sen) 1,639.29 1,294.32 1,074.96 657.15
Effective tax rate (%) 27.85 28.13 29.01 27.41
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
10.2 OLD TOWN KOPITIAM BUTTERWORTH - STATEMENTS OF FINANCIAL POSITION

31122010 31.12,2009  31.12.2008 = 31.12.2007

ASSETS Note RM RM RM RM
Noo-current assets
Property, plant and equipment 10.5.5 5,159,233 5,258,717 4,492905 3,048,501
Investment in subsidiary company 10.5.6 600,000 600,000 - -
Deferred franchise fee 10.5.7 367,295 344,666 380,705 217,033
Total non-current assets 6,126,528 6,203,383 4,873,610 3,265,534
Current assets -
Inventories 10.5.8 276,600 311,054 181,945 124,458
Other receivables 10.5.9 969,491 636,001 604,574 423,398
Current tax asset 10.54 - - - 104,000
Fixed deposit, cash and bank balances  10.5.11 1,734,816 1,294,202 577,869 264,163
Total current assets 2,980,907 2241257 1,364,388 916,019
Total assets 9,107, 435 8,444,640 6,237,998 4 181,553
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 10.5.12 100,000 100,000 100,000 100,000
Relained earnings 10.5.13 3,499,340 2,485,051 1,690,733 615774
Total equity 3,599,340 2,585,051 1,790,733 715,774
Non-current liabilities
Hire-purchase payables 10.5.14 21,090 89,169 122,622 114,071
Bormowings 10.5.15° 352,151 419,434 646,200 652,510
Deferred (ax liability 10.5.16 193,000 168,000 155,000 174,346
Total non—current liabililies 566,241 676,603 923,822 940,927
Current liabilities
Trade and other payables 10.5.17 2,287,353 2,720,271 3,319,828 2,327,720
Amount owing to subsidiary company 10.5.10 2,468,632 2,130,185 - -
Amound owing to a direclor - - - 50,000
Hire-purchase payables 10.5.14 20,296 33,464 31,345 26,011
Borrowings 10.5.15 71,573 283,065 144,098 121,121
Current tax liabilitics 10.5.4 94 000 16,000 28,172 -
Total current liabilities 4 941,854 5,182,986 3,523,443 2,524 852
Total liabilities 5,508,095 5,859,589 4,447,265 3,465,779
Total equity and liabilitics 9,107,435 8,444,640 6,237,998 4,181 553
Key financial ratios:
Net tangible assets per share (sen) 3,599.34 2,585.05 1,790.73 715.77
Debt-equity ratio (limes) 0.13 0.32 0.53 128
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ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

103

10.4

OLD TOWN KOPITIAM BUTTERWORTH - STATEMENTS OF CHANGES IN EQUITY

Balance as of January 1, 2007

Total comprehensive income for the year
Dividends

Balance as of December 31, 2007
Total comprehensive income for the year
Balance as of December 31, 2008

Total comprehensive income for the year
Dividends

Balance as of December 31, 2009

Total comprehensive income for the year
Dividends

Balance a5 of December 31, 2010

Distributable

Reserve Net

Issued Retained Shareholders’
Capital Earnings Equity

Note RM RM RrM
100,000 159,374 259374
- 657,150 657,150
F . (200,750) {200,750)
100,000 615,774 715,774
- 1,074,959 1,074,959
100,000 1,690,733 1,790,733
- 1,294,318 1,294 318
F - (500,000) (500,000)
100,000 2,485,051 2,585,051
- 1,639,289 1,639,289
F - {625,000) (625,000
100,000 3,499 340 3,599,340

OLD TOWN KOPITIAM BUTTERWORTH - SUMMARISED STATEMENTS OF CASH FLOWS

Net Cash Generated From
Operaling Activities

Net Cash Used In Invesling Aclivities

Net Cash (Used In)/ Generated From
Financing Activities

NET INCREASE/(DECREASE) IN
CASH AND CASH EQUYVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS

Note

AT END OF YEAR 10.5.19
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FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
2,207,163 3,120,642 2,629,924 1,468,461
(742,7448)  (1.813,187) (2,177,585) (2,023,054)
(813273)  (895,121) _ (l40,B55) 476,359
651,146 412,334 311,484 (78,234)
927,981 515,647 204,163 282,397
1,579,127 927,981 515,647 204,163
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10.

ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5

10.5.1

10.5.2

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS

OPERATING COSTS APPLICABLE TO REVENUE

Changes in inventories of food,

beverages, and consumables
Purchase of food,

beverages and consumables
Employee benefit expenses
Director’s remuneration

- Salaries and bonuses

- EPF contributions
Depreciation of property,

plant and equipment
Amortisation of deferred franchise fee
Other operating expenses

Estimated monetary value of
benefit-in-kind received/receivable
by the directors otherwise Lhan in
cash

FINANCE COSTS

Interest on:

Term loans

Hire-purchase

Bank overdraft

Fixed loan
Bank charges and commitment fee
Bank guarantee fee

Note

10.5.3

10.5.5
10.5.7
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FYE FYE FYE FYE
31122010 31122009 31.12.2008  31.12.2007
RM RM RM RM

34,454  (129,109) (57.487)  (13,838)
9,376,701 8,042,734 7,444,907 4,475,658
4387362 3479372 3,098,158 2,039,535

146,300 132,000 112,600 84,716
13,296 11,520 9,192 5,160
1,459,624 1,133,308 771,378 392,046
137,371 116,039 66,328 61,767
5284330 4393836 3485277 1837048
20,839,938 17,179,700 14,930,353 8882092
FYE FYE FYE FYE
2010 2009 2008 2007
RM RM RM RM
3,755 105,000 105,000 -
FYE FYE FYE FYE
31122010 31122009 31.12.2008  31.12.2007
RM RM RM RM
25,064 34,448 54,328 15,548
5,197 9,106 10,440 7,328
1,435 7,442 964 -
- - - 3,756
11,019 10,528 6,325 3,307
- - 2,850 -
42,715 61,524 81,407 29,939
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10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5 OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
{CONTINUED)
10.5.3 PROFIT BEFORE TAX
Profit before tax has been arrived at after crediting/(charging):
FYE FYE FYE FYE
31,12,2010 31.12.2009 31.12.2008 31,12.2007
RM RM RM RM
Interest income from fixed deposits 5,467 4,335 2222 -
Rental income 9,000 4,755 - -
Dividend income 100,000 - - -
Gain on disposal of property,
plant and equipment - - - 18,017
Rental of:
Shops (1.413,128) (1,173,745)  (822300)  (529,051)
Hostel (127,155) (118,870) (99,690) (54,310}
Store (510) (4,116) (8,064) (8,864)
Office - (2,000) (12,000) (19,550)
Property, pl;ml and equipment written off {681) (15,060) (1,803) -
Audil fee (13,000) (19,000) (15,000) (7,000}
Included in employee benefits expenses of Old Town Kopitiam Butlerworth are the following:
FYE FYE EYE FYE
31.12.2010 31.12,2009 31.12,2008 31.12.2007
RM RrM RM RM
Contributions made to EPF 132,549 112,780 105,924 72,225
10,54 INCOME TAX EXPENSE
FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Income tax expense in respect of:
Current year 634,000 501,000 348,000 166,000
Adjustments recognised in the current year in
relation to the current tax of prior years (39,961) 22,586 52,672 (50)
594,039 523,586 400,672 165,950
Deferred tax (Note 10.5.16):
Relating to origination and reversal
of temporary differences:
Current vear (5,000) 24,000 63,000 123,000
Adjustments recognised in the current
year in relation to the deferred tax of
prior years 30,000 {11,000) (82,346) -
25,000 13,000 (19,346) 123,000
619,039 536,586 381,326 288,950
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5

10.5.4

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The statutory income tax rate for companies with a paid-up capital of above RM2 500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies with a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up te RM3500,000. However, with effect from year of assessment 2009,
this preferential tax rate will no longer be applicable for companies that controls or being controlled direcily
or indirectly by, or are related to another company which has a paid-up ordinary share capital of more than
RM2,500,000. As a result, income tax rate of Old Town Kopitiam Butterworth has also been revised
accordingly.

The expense for the year can be reconciled to profit before tax as follows:

FYE FYE ¥YE FYE
31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RM M RM
Profit before tax 2,258328 1330904 1456285 946,100
Income fax expense calculated at 25%
(31.12.2009: 25%; 31,12.2008:26%
and 31.12.2007:27%) 565,000 458,000 379,000 255447
Tax effects of:
Expenses that are not deductible in
determining taxable profil 114,000 92,000 62,000 50,280
Income that are not taxable
in determining taxable proft {25,000) - - -
Temporary differences behwveen lax capital
allowances and book depreciation of property,
plant and equipment nol recognised - - - 18,273
Effect of difference in tax rate applicable to
small and medium scale companies (25,000) (25,000) (30,000) (35,000)
(Over)/Under provision in prior years
Income tax (39,961) 22,586 52,672 (50)
Deferred tax 30,000 (11,000) (82,346) -
Income tax expense for the year 619,039 536,586 381,326 238,950
31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Current tax asset
Tax refund receivable - - - 104,000
31122010 31.122009 31.12.2008 31.12.2007
RM RM RM RM
Current tax liability
Income Lax payable 94,000 16,000 28,172 -
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| Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

105

10.5.6

105,7

10.5.8

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

INVESTMENT IN SUBSIDIARY COMPANY

31.12.2010  31.12.2009 31.12.2008 31.12.2007

RM RM RM RM
Unquoted shares, at cost 600,000 600,000 - ~
The sabsidiary company is as follows:
Effeclive Equity Interest
Name of Countryof 31.12.2010 31.12.2009 31.12.2008 31.12.2007
Company  Imcorporation % % % % Activities
Dynasty Kitchen Malaysia 100.00 100.00 - - Distribution cenire.

During the financial year ended December 31, 2009, Old Town Kopitiam Butterworth acquired 100%
cquity interest comprising 10 shares of RM1 each in Dynasty Kitchen. The acquisition was completed on
January 2, 2009.

DEFERRED FRANCHISE FEE
31.122010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Atcosk
At beginning of year 608,000 528,000 298,000 108,000
Additions 160,000 £0,000 230,000 190,000
Atend of year 768,000 608,000 528,000 298,000
Cumulative amortisation:
Atbeginning of year 263,334 147,295 80,967 19,200
Charge for the year 137371 116,039 66,328 61,767
Atend of year 400,705 263,334 147,295 80,967
367,295 344,666 380,705 217,033

Deferred franchise fee comprises fee paid to a related party to operate the franchise business under the trade
namne and using the trade mark for a period of 5 years.

INVENTORIES
31.12.2010  31.12.2009  31.12.2008 31.12.2007
RM RM RM RM
Atcost:
Food, beverages and consumables 276,600 311,054 181,945 124 458

The cost of inventories of Old Town Kopitiam Butterworth recognised as an expense during the year are as
follows:

FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008 31.12,2007
RM RM RM RM
Cost of inventories 9,411,155 7,913,625 7,387,420 4,461,320
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[ Company No: 797771-M |

10. ACCOUNTANTS' REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5

10.5.9

10.5.10

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

OTHER RECEIVABLES
31.12.2010 31.12.2009  31.12.2008 31.12.2007
RM RM RM RM
Other receivables - 3,355 7329 22,845
Refundable deposils 761,284 494 565 417,733 273,318
Loans and receivables 761,284 497,920 425,062 296,163
Prepaid expenses 208,207 138,081 179,512 127,235
969,491 636,001 604,574 423,398

Other receivable comprised mainly dividend receivable and expenses paid on behalf, which are unsecured
and interest-fres and repayable upon demand.

Transactions with related parties are disclosed in Note 10.5.10.

RELATED COMPANIES AND RELATED PARTY TRANSACTIONS

The amount owing to subsidiary company arose mainly from trade transactions which are unsecured,
interest-free and subject to the normal trade terms.

During the financial year, significant related party ransactions are as follows:

FYE FYE EFYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Subsidiary company
Dynasty Kitchen
Trade purchases 7,476,856 6,420,192 - -
Related parties
Bynasty Confectionery
Trade purchases 1,200 700 7,180 -
Dynasty Kitchen
Trade purchases - - 6,853,634 3,562,257
Purchase of property, plant and equipment - - 6,226 -
Sale of property, plant and equipment - - - 59,497
While Cafe Marketing
Trade purchase 154,032 118,773 13,618 53,254
Gongpa Food
Trade purchases 1,928,186 1,475,770 675,362 524,688
Noble Virtue Sdn. Bhd,
Rental paid 52,800 52,000 48,000 48,000

(Forward)
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| Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

10.5.10 RELATED COMPANIES AND RELATED PARTY TRANSACTIONS (CONTINUED)

10.5.11

FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008 31,12.2007
RM RM M RM
Related parties
Kopitiam Asia Pacific
Royalty fees paid/payable 1,074,816 887,910 770,051 456,591
Advertisement and promotion fee
paid/payable 644,890 532,746 462,031 -
Purchase of property, plant and equipment 520,975 508,215 605,740 276,050
Dividend paid/payahle 137,500 150,000 - -
Franchise fee paid/payablc 160,000 30,000 230,000 190,000
Trade purchases 66,099 171,146 75,609 56,780
Security deposit paid 60,000 30,000 - -
Accounting fee paid/payable 49,500 43,500 36,600 26,700
Rental received/receivable 3,000 - - -
Incentives received/receivable 8,583 19,583 - -
Staff training fees paid 4,350 - - -
Licence fce paid 3,150 - - -

The relationships of the related parties with Qldtown group of companies are disclosed in Chapters 5 and 7
of the Prospectus of Oldiown,

Compensation of key management personnel

The remuneration of directors is disclosed in Note 10.5.1. Other than the directors, there are no other key
managemenl personnel in Old Town Kopitiam Butterworth during the year.

FIXED DEPOSIT, CASH AND BANK BALANCES

31.12.2010  31.12.2009 31.72.2008 31.12.2007

Fixed deposit wilh a licensed bank
Cash on hand and at banks

RM RM RM RM

222024 216,557 62,222 60,000
1,512,792 1,077,645 515,647 204,163
1,734,816 1,294,202 577,869 264,163

Fixed deposit of Old Town Kopitiam Butterworth are pledged to local licensed banks for bank overdraft and
other credil [acilities as mentioned in Note 10.5.15 as follows:

Carrying amount

31122010 31.122009 31.12.2008  31.12.2007
RM RM RrM RM
155,689 151,757 62,222 60,000

The effective interesl rales per annum and maturty periods for fixed deposits of Old Town Kopitiam

Butterworth are as lollows:

Effective inlerest rate (%4)
Maturity periods (days)

FYE FYE FYE FYE
31.12.2010  31.12.2009 31.12.2008  31.12.2007
1.90 265 340 370
365 363 365 365
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| Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION {CONTINUED)

10.5

10512

10.5.13

OLD TOWN XOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

SHARE CAPITAL

31.12.2010 31.12,200% 31.12.2008 31.12.2007

rM rM RM RM

Authorised:
100,000 ordinary shares of RM1 each 100,000 - 100,000 100,000 100,000
Issued and fully paid:
100,000 ordinary shares of RM1 each 100,000 100,000 100,000 100,000
RETAINED EARNINGS

In accordance with the Finance Act, 2007, the singlc tier income tax system-became cffective from the year
of assessment 2008. Under this system, tax on a company’s profit is a final tax, and dividends paid are
exempted from tax in the hands of the shareholders. Unlike the previous imputation systerm, the recipient of
the dividend would no lopger be able to claim any tax credit,

Companjes without Section 108 tax credit balance will automatically move 1o the single tier tax sysiem on
Janvary 1, 2008. However, companies wilh snch tax credits are given an irevocablc option to elect for the
single tier tax system and disregard the tax credit or contimme o use the tax credits under Section 108
account to frank the payment of cash dividends on ordinary shares for a pered of 6 years ending December
31, 2013 or until the tax credits are fully utilised, whichever comes first. During (he transiional period, any
tax paid will not be added to the Section 108 account and any tax credits utilised will reduce the lax credit
balance. All companies will be in the new system on January 1, 2014.

Old Town Kopitiam Butterworth has opied to disregard the Section 108 tax credit balance in accordance
with the Financial Act, 2007 and switched to a single tier lax system.
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| Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

105

105.14

10.5.15

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

HIRE-PURCHASE PAYABLES (CON TINUED)

The terms for hirc-purchase and average effective financing rates per anmm are as follows:
FYE FYE FYE EYE
31.12.2010  31.12.2009 31.12.2008  31.12.2007

Terms (years) 516 5twe 56 56
Average effective financing rates (%) 6.50 " 6.50 6.50 6.50

Interest rates are fixed at the inception of the hire-purchase armangements. Old Town Xopitiam Butterworth's
hire-purchase payables are secured by the assels under hire-purchase,

The fair values of Old Town Kopitiam Butterworth’s hire-purchase obligations approximate their carrying
amounts,

BORROWINGS .
31.12.2010 31.12.2009 31122008  31.12.2007
RM RM EM RrM
Secured;
Term loans 423,724 488,035 790,298 773,631
Bank overdraft - : 214,464 - -
423,724 702,499 790,298 773,631
Less: Amount due within 12 months (shown :
under current liabilities) (71,573) __ (283,065)  (144,098)  (121,121)
Nop-curent portion 352,151 419,434 646,200 652,510

The non-current portions are repayabie as follovys:

31.12.2010  31.12.2009 31,122008  31.12.2007

RM RM RM RM
Financial years ending;

2009 - - - 130,229
2010 - - 154,220 140,291
2011 - 72,592 165,146 150,889
2012 : 73,557 76,831 126,000 135,115
2013 77,147 81,563 36,467 95,986
2014 73,661 65,789 38,002 -
2015 40,490 42,627 126,365 -
2016 43,162 45,287 - -
2017 and above 44,134 34,745 - -

352151 419,434 646,200 652,510

Total {erm Ioans and other facilities with local licensed banks are as follows:

31.12.2010  31.12.2009  31.12.2008 31.12.2007
RM RM RM RM

Total approved limils 1,135,000 1,135,000 1,275,000 970,000
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[ Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

' G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

105 OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS

(CONTINUED)

10.5.15 BORROWINGS (CONTINUED)
These facilities are secured by:

i) TFixed legal charges over shoplots of Old Town Kopitiam Butierworth as mentioped in Note 10.5.5;

ii) Pledge of fixed deposits as mentioned in Note 10.5.11;
iify Facility Agreement of RM685,000

iv) These facilities are jointly and severally guaranteed by a related party and all the directors of Old Town

Kopitiam Butierworth.

Old Town Kopitiam Butterworth has three (3) term Ioans that are repayable as follows:
i) 60 monthly instalments of RM2,280 each for 1st {o 5th year commencing Seplember 2007 and 60
- monthly instalments of RM2,424 each for 6th to 10th year commencing September 2012;

ii) 60 monthly instalments of RM1,555 each for 1st to 5th year commencing January 2008 and 60 montbly
- instalments of RM1,653 each for 6th to 10th year commencing February 2013; and
iif) 60 monthly instalments of RM3,941 each commencing from July 2009. .

The average effective inlerest rates per anoum are as follows:

FYE
31.12.2010
%

Term loans 5.16
Bank overdraft -

FYE
31.12.2009
%

527
5.78

FYE
31.12.2008
%

7.50

FYE
31.12.2007
Yo

T.75

The fzir values of Old Town Kopitiam Butterwonh’s borrowings approximate their carrying amounis.

10.5.16 DEFERRED TAX LIABILITY

31.12.2010 31122009 31,12.2008  31.12,2007

RM RM RM RM
Atbeginning of year 163,000 155,000 174,346 51,346
Recognised in profit or loss (Note 10.5.4) 25,000 13,000 {19,346) 123,000
Atend of year : 193,000 168,000 155,000 174,346

The deferred tax liability provided in the financial statement is in respect of temporary differences befween lax
capital allowances and book depreciation of property, plant and equipment.

10.5.17 TRADE AND OTHER PAYABLES

31.12.2010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Trade payables 1,117857 1118452 2076382 1045579
Other payables 525,350 1,055,704 804,055 999,799
Accrued expenses 636,046 538,365 432,941 275,142
Refundable deposits received 8,100 7,750 6,450 7,200
2,287 353 2720271 3319828 2,327,720
204
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[ Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

10.5.17 TRADE AND OTHER PAYABLES (CONTINUED)

10.5.18

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The credit
teyms granted to Old Town Kopitiam Butterworth for trade purchases are as follows:

FYE FYE FYE FYE
31.12.2010 31122009  31,12.2008  31.12.2007

Credit terms (days) Casht030 Cashto30  Cashto30 30 to 60

Included in trade payables of Old Town Kopitiam Butterworth are related parties’ balances as follows:

31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM

Related parties’ balances 1,110,053 1,108,635 2,068,061 1,043,389

The amounts owing to other payables are unsecured, interest-free and repayable upon demand.

Transactions with related parties are disclosed in Note 10.5.10.

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

Categories of financial instruments

31.12,2010
Financial assets
Loans and receivables - trade and other receivables 761,234
Cash and cash equivalents — fixed deposits, cash and bank balances 1,734,816
Financial liabilities
Amonrtised cost:
Trade and other payables - 2,287,353
Amount owing to subsidiary company 2,468,632
Hire-purchase payables 41,386
Borrowings 423724

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of Old Town Kopitiam Butterworth. Management
continually monitors Old Town Kopitiam Butterworth’s risk management process to ensure that an
appropriate balance between risk and control is achicved. Risk management policies and systems are

reviewed regularly to reflect changes in the market conditions and Old Town Kopitiam Butterworth’s
activities.

There has been no change to Old Town Kopitiam Butterworth’s exposure to these financial risks or the
manner in which it manages and measures the risk.

Foreign currency risk management

Old Town Kopitiam Butterworth have minimal foreign currency risk exposure as most of their transactions
are denominated in Ringgit Malaysia, which is the functional currency of Old Town Kopitiam Butterworth.
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10.

ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

105 OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS

{CONTINUED)

10.5.18 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

{CONTINUED)
Credit risk management

The maximum exposure to credit risk in the event that the counterparties fail to pedform their obligations as at
December 31, 2010 in relation to each class of recognised financial assets is the carrying amount of those
assets as stated in the statement of financial position.

As of December 31, 2010, Old Town Kopitiam Butterworth is subject to mgmﬁmnt concentration of credit
risk as 66% of its recexvable is with a related party.

Interest rate risk management

Interest rate risk is the risk that the fair valve of future cash flows of Old Town Kopitiam Butterworth's
financial instruments will fluctuate because of changes in market interest rates. Old Town Kopitiam
Butterworth’s exposure to interest rate risk arises primarily from their bomowings.

Sensitivity analysis for interest rate risk

At the December 31, 2010, if interest rates had been 100 basis point lower/higher, with all other variables
held constant, Old Town Kopitiam Butterworth’s profit net of tax would have been RM4,000 higher/lower
arising mainly as a result of lower/higher interest expense on floating rate loans and bormowings. The assumed

movement in basis points for interest rate sensitivity analysis is based on the currently observable market
environment.

Liguidity and cash flow risks management

Old Town Kopitiam Butterworth practices prudent liquidity risk management to minimise the mismatch of
financial assets and liabilities and to maintain sufficient credit facilities for contingent fanding requirement of
working capital.

Old Town Kopitiam Butterworth’s principal source of liquidity has historically been cash flows from
operations, funds obtained from long and short-term borrowings and advances from related companies. Old
“Town Kopitiam Butterworth principally applies cash flows for capital expenditures, working capital and debt
servicing obligations, Historically, Old Town Kopitiam Butterworth has applied a significant portion of its
cash flows to fund its capilal expenditures and working capital.

Old Town Kopitiam Butterworth expects that the cash generated from its operations, advances from related

companies, its existing credit facilities and the trade terms provided by its suppliers will be sufficient t0 meet

Old Town Kopitiam Butterworth’s currently anticipated capitat expenditure and working capital needs for at
least the next 12 months.
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

10.5

105,18

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

The maturity profile of Old Town Kopitiam Butterworth’s non-derivative financial assets and liabilities at
the reporting date based on contractual undiscounted repayment obligations are as follows:-

Ondemand  One year

or within to - Over five
one year five year years Total
RM RM RM RM
Non-derivative financial assets: -
Other receivables 761,284 - - 761,284
Fixed deposits, cash and bank balances 1,734,816 - - 1,734,816
Total undiscounted
non-derivative financial assets 2,496,100 - - 2,496,100
Non-derivative financial liabilities:
Trade and other payables 2,287,353 - - . 2,287,353
Amount cwing to subsidiary company 2,468,632 - - 2,468,632
Hire-pnrchase payables 20,296 21,090 - 41,386
Bormmowings 71,573 308,017 44,134 423,724
Total undiscounted
non-derivative financial Habilities 4,847,854 329,107 44,134 5,221,095
Total net undisconnted ’
non-derivative financial liabilites (2,351,754) (329,107) (44,134  (2,724,995)

Old Town Kcpitiam Butterworth has not committed to any derivative financial instruments during the
financiat year.

Cupital risk management

Old Town Kopitiam Butterworth manages its capital to ensure that Old Town Kopitiam Butterworth will be
able to continue as geing concern while maximising the return to-stakehelders through the optimisaticn of

the debt and equity balance. Old Town Kopitiam Butterworth’s gverall strategy remains unchanged from
2009.

The capital structure of Old Town Kopitiam Butterworth consists of net debt and equity of Old Town
Kopitiam Butterworth. Old Town Kopitiam Butterworth is not subject to any externally iroposed capital
Tequirements.

Fair Values of Financial Assets and Financial Liabilities

The carrying amounls of the short-lerm financial assels and liabilities recognised at amortised cost in the
financial statements approximate their fair values

The fair value of long-term financial assels and Liabilities are determined by the present value of future cash
flows estimated and discounted using the currenl interest rates for similar instraments at the end of the
reporting date, There is no material difference between the fair values and carrying values of these assels
and liabilities as of December 31, 2010.
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105.19

10.5.20

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)

CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand and at banks
and net of oulstanding bauk overdrafi. Cash and cash equivalents at the end of the reporting date as shown in
the statement of cash flows can be reconciled to the related iters in the statement of financial position as
follows:

31.122010 31122009 31.122008 31.122007

RM RM RM RM
Fixed deposits wilh a licensed bank 222,024 216,557 62,222 60,000
Cash and bark balances 1,512792 1,077,645 515,647 204,163
Bank overdraft - (214,464) - -
1,734,816 1,079,738 577,869 264,163
Less: Fixed deposit on lien to banks (155,689) (151,757 (62,222) (60,000)
1,579,127 927,981 515,647 204,163

OPERATING LEASE ARRANGEMENTS

Operating leases relates to leases of outlets and hostels with average lease term of 2 to 3 years. All operating
lease contracts contain market review clauses in the event that the lessee exercises its option 1o renew. The
lessee does not have an option to purchase the leased outlets and hostels at the expiry of the lease period.

Payment recognised as an expense for Old Town Kopitiam Butterworth was as follows:

EFYE FYE FYE EYE
31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Minimnm lease payments 1,540,793 1,298,731 942 054 611,775

Old Town Kopiliam Batterworth has ountstanding commitments under non-cancellable operating leases as
follows:

31,12.2010  31.12.2009  31.12.2008  31,12.2007

RM RM RM RM
Within one year 1,380,137 1,109,138 883,302 383,826
In the second to fifth year inclusive 1,059,813 810,939 772,106 190,683

2439950 1920077 1656008 574,509
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105

10.521

10.5.22

OLD TOWN KOPITIAM BUTTERWORTH - NOTES TO THE FINANCIAL STATEMENTS
{({CONTINUED)

CAPITAL COMMITMENT

Old Town Kopitiam Butferworth has capital commitment in respect of property, plant and equipment as
follows:

31122010 31.12.2009 31.12.2008  31.12.2007

RM RM RM RM
Capital expenditure:
Approved and contracted for 80,370 - - -
SIGNIFICANT EVENTS

OnDecember 28, 2009, the shareholders of Old Town Kopitiam Buttereorth entered into Sale and Purchase
Agreement (as was supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and

supplementil agreement dated December 9, 2010) with Oldtewn to dispose off its entire equity interest in Old
Town Kopitiam Butterworth.

On April 12, 2011, Securities Commission had granted the Oldtown the approval for the proposed listmg on

the Main Market of Bursa Securitics. Following the said approval, Oldtown intends to complele the transfer of
shares before June 2011.
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111

DYNASTY KITCHEN

DYNASTY KITCHEN - STATEMENTS OF COMPREHENSIVE INCOME

Note
Revenue
Cost of sales
Gross profit
Selling and distribution expenses
Administrative and general expenses

Profit from operations
Finance cost - bank charges

Profit before fax 1152
Incorne tax expense 11.53

Profit and fotal comprehensive
income for the year/period
attributab!le to owners of
Dynasty Kitchen

Key financial ratios:

Weighted average number of ordinary
shares of RM1.00 each in issue (unils)

Gross profit margin (%)
Basic eamings per share (scr)

Effective tax rate (%)

FYE FYE FYE FPE
31122010  31.12.2009 31.12.2008  31.12.2007
(12 Monihs) (12 Months) (12 Montbs) (12 % Months)

RM RM RM RM

8,912,148  7,525617 7,811,952 4,017,517
(7.888,187)  (6,680,512) (6,639,369)  (3,125.299)
1,023,961 845,105 1,172,583 892,218

(379,021)  (341,561)  (288,218) (175,109)

(59,162) (63,903) (48,503) (31,618)

585,778 439,641 835,862 685,491

(203) (150) (153) (104)

585,575 439,491 835,709 685,387

(132,797) (89,312)  (185.263) (152,600)

452,778 350,179 650,446 532,787

10 10 10 10
11.49 11.23 15.01 2221
4,527,780 3,501,790 6,504,460 5,327,870
22.61 20.70 22.38 21.83
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112 DYNASTY KITCHEN - STATEMENTS OF FINANCIAL POSITION

ASSETS

Non-current assets
Property, plant and equipment

Current assets

Inventories

Trade receivables

Amonnt owing by holding coropany
Current tax asset

Cash and bank balances

Total current assets

Total assets

EQUITY AND LIABILITIES
Capital and reserves

Issued capital

Retained eamnings

Total equity

Non-carrent liabi]ity
Deferred tax liability

Current liabilities

Trade and other payables
Current tax liabilities

Total current liabilities
Total liabilities

Total equity and liabilities
Key financial ratios:

Net tangible assets per share (sen)

Debtequity ratio (times)

31.12.2010  31.122009 31.12.2008  31.12.2007
Note RM RM RM RM
11.5.4 87,215 121,340 122,780 80,846
11.5.5 227,010 198,997 153,916 125,078
11.5.6 240,699 281,322 1,523,937 904,749
1157 2468632 2,130,186 - .
1153 - 19,417 . .

375,697 37,383 291,341 98,400
3312,038 2717805 1969194 1128227
3,399,253 2839145 2091974 1,209,073
11.5.8 10 10 10 10
1159  1486,190 1133412 1083233 532,787
1,486,200  1,133.422 1,083,243 532,797
11.5.10 2,000 3,600 3,600 3,600
11511 1,897,803 1702123 990,354 613,676
11.5.3 13,250 - 14,777 59,000
1,911,053  1702,123 1,005,131 672,676
1,913,053 1705723 1008731 676,276
3,399253 2,839,145 2091974 1209073
14,862,000 11334220 10832430 5327970
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11.4

DYNASTY KITCHEN - STATEMENTS OF CHANGES IN EQUITY

Distributable
Reserve Total
Issued Retained Shareholders’
Capital Eamings Equity
Note RM RM RM
Balance as of December 21,

2006 (Date of incorporation) 2 - 2
Total comprehensive income for the period - 532,787 532,787
Issne of shares 3 - 8
Balance as of December 31, 2007 10 532,787 532,797
Total comprehensive income for the year - 650,446 650,446
Dividends F - (100,000) (100,000)
Balance as of December 31, 2008 10 1,083,233 1,083,243
Total comprehensive income for the year - 350,179 350,179
Dividends F - {300,000) {300,000y
Balance as of December 31,2009 10 1,133 412 1,133,422
Total comprehensive income for the year - 452,778 452,778
Dividends F - (100,000 {100,000}
Balance as of December 31, 2010 10 1,486,190 1,486,200

DYNASTY KITCHEN - SUMMARISED STATEMENTS OF CASH FLOWS

FYE FYE FYE FPE
31.12,2010 31.12,2009 31.12.2008  31.12.2007
(12 Months) (12 Months) (12 Months) (12 “:Months)

' Note RM RrM RM RM
Net Cash Generated From

Operating Aclivities 392,595 127,752 359,241 193,919
Net Cash Used In Iovesting Activities (4,578) (31,060) (66,147 (95,425)
Net Cash Used In Financing

Activities {100,203) (300,150) (100,153} {94)

NET INCREASE/(DECREASE)

IN CASH AND CASH

EQUIVALENTS 287,814 (203,458) 192,941 98,400
CASH AND CASH

EQUIVALENTS AT BEGINNING

OF YEAR/PERIOD §7,883 291,341 98,400 -
CASH AND CASH

EQUIVALENTS AT END

OF YEAR/PERIOD 11.5.13 375697 87,883 291,341 98,400
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115 DYNASTY KITCHEN - NOTES TO THE FINANCIAL STATEMENTS
115.1 OPERATING COSTS APPLICABLE TO REVENUE

FYE FYE FYE FPE
311220010 31122009 31.122008  31.122007
(12 Months} (12 Months) (12 Months) (12%
Months)
Note RM RM RM RM
Changes in inventories of
trading merchandisz (28,013) (45,081) (28,838) (125,078)
Purchase of trading merchandise 7,916,200 6,725,593 6,668,207 3,250,377
Employee benefit expenses 245,077 232,078 209,892 116,101
Depmreciation of property,
plant and equipment 1154 38,650 32,500 24,213 14,579
Other operating expenses 154 456 140,886 102,616 76,047
8,326,370 7,085,976 6,976,090 3,332,026
11.5.2 PROFIT BEFORE TAX
Profit before lax has been amrived at after charging:
FYE FYE FYE FPE
31.12.2010 31.12,2009 31.12.2008 31.12.2007

(12 Months} (12 Months) (12 Months) (12 ¥Months)

RM RM RM RM
Rental of store 28,800 25,000 12,000 8,800
Andit fee 5,000 14,000 10,000 7,000
Property, plant and equipment written off 53 - - -
Inclnded in employee henefils expenses of Dynasty Kitchen are the following:
FYE FYE FYE FPE
31.12.2010 31.12.2009 31.122008  31.12.2007

(12 Months) (12 Months) (12 Months) (12 “iMonths)
RM

RM RM RM
Contributions made to EPF 15,856 18,025 15,807 9,412
1153 INCOME TAX EXPENSE
FYE FYE FYE FPE
31.12.2010  31.12.2009 31.12.2008  31.12,2007

(12 Months) (12 Months) (12 Months) (12 Y Months)

RM RM RM RM
Currenl Lax expense in respect of:
Current year/period 135,000 90,583 188,277 149,000
Adjustment recognised in current
year/period in relation to income tax of
prior years {603) (1.271) {3,014) -
134,397 89,312 185,263 149,000
(Forward)
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11.5.3 INCOME TAX EXPENSE (CONTINUED) )
FYE FYE FYE FPE

31.12.2010  31.12.2009  31.12.2008 3L12.2007
(12 Months) (12 Months) (12Months) (12 % Months)

RM BM BM RM
Deferred tax relating to origination and
reversal of temporary differences:
(Note 11.5.10)
Current year (2,600) - - 3,600
Adjustment recognised in the current year/
period in relation to deferred lax of prior
year/period 1,000 - - -
(1,600) - - 3,600
132,797 89,312 185,263 152,600

The statutory income tax rate for companies with a paid-up capital of above RM?2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessments, for companies with a paid-up capital of R#2,500,000 and below, an income tax rate of 20%
is applicable for chargeable income of up to RMS500,000. However, with effect from year of asscssment
2009, this preferential 1ax rate will no longer be applicable for companies that controls or being controlled
directly or indirectly by, or are related to another company which has a paid-up erdinary share capital of
more than RM?2,500,000. As a result, income tax rate of Dynasty Kitchen has also been revised
accordingly.

The income lax expense for the year/period can be reconciled to profit before lax as follows:

FYE FYE FYE FPE
31.12.2010 31.12.2009  31.12.2008 31.12.2007
{12 Months) (12 Months) (12 Months) (12 “:Months)

RM RM RM RM
Profit before lax ) 585,575 439,491 835,709 685,387
Income lax expense calculated at 25%
(31.12.2009: 25%.; 31.12.2008: 26%,
31.12.2007: 27%) 147,000 110,000 217,000 185,000
Tax effects of:
Expenses that are not deductible in
determining taxable profit 10,400 2,583 1,277 2,600
Effect of difference in lax rate applicable to
small and medium scale companies (25,000) (22,000) (30,000) (35,0000
{Over)/Underprovision in prior year:
Income lax (603} (1,271} {3,014) -
Deferred lax 1,000 - - -
Income tax expense for the year/period 132,797 89,312 185,263 152,600
31.12.2010 31.12.2009 31.12,2008 31.12.2007
Current tax asset RM RM RM RM
Tax refund receivable - 19,417 - -
Curreni tax liability
Income tax payable 13,250 - 14,111 59,000
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1154 PROPERTY,PLANT AND EQUIPMENT

Kitchen
equipment Fixfure Electrical Office
and and and equipment
utensils fittings Computer fitings and furniture  Total
RrM RM RM RM RM RrM
Cost
As of December 21, 2006
(Date of incorporation) - - - - - -
Additons 63,183 23,117 2,360 2,272 4,493 95425
AsofDecember 31, 2007 63,183 23,117 2,360 2272 4,493 95,425
Addidons 66,691 - 3,000 265 3,166 73,122
Disposals (8,785) - - - - (8,785)
As of December31, 2008 121,089 23,117 5,360 2,537 7.659 159,762
Additions 26,600 900 - 3,560 - 31,060
As of December 31, 2009 147,689 24,017 5,360 6,097 7,659 190,822
Additions 195 - 2,425 220 1,738 4,578
Write oflf - - - - {150) (150
Asof December31,2010 147,884 24,017 7785 6,317 9,247 195,250
Accumulaied depreciation
As of December 21, 2006
(Date of incorporation) - - - - - -
Depreciation charge
for the period 8,901 4233 433 294 713 14,579
Asof December 31, 2007 8,501 4238 433 294 713 14,579
Depreciation charge
for the year 17,442 4,623 572 472 1,104 24,213
Disposals (1,810) - - - - (1,810)
As of December 31,2008 24,533 8,861 1,005 166 1,817 36,982
Depreciation charge
for the year 24 661 4,668 1,072 567 1,532 32,500
As of December 31, 2009 49,194 13,529 2,077 1,333 3,346 69,482
Depreciation charge
for the year 29,577 4,804 1,275 1,263 1,731 38,650
Write off - - - - [t2))] @7
As of December 31,2010 78,771 18,333 3,352 2,596 4,983 108,035
Carrying amounis
As of December 31, 2007 54282 18879 1,927 1,978 3,780 80,846
Asof December 31, 2008 96,556 14,256 4,355 1,771 5,842 122 780
As of December31, 2009 98,495 10,488 3,283 4,764 4310 121,340
As of December 31,2010 65,113 5,684 4,433 3,721 4,264 87,215
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11.5

11.55

11.5.6

DYNASTY KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INVENTORIES
31122010 31122009  31.12.2008  31.12.2007
RM RM RM RM
Trading merchandise 227,010 198,997 153,916 125,078

The cost of invcntories of Dynasty Kitchen recognised as an expense during the period/year are as follows:

FYE FYE FYE FPE
31.12.2010  31.12.2009  31.12,2008  31,12.2007
(12 Months) (12 Months) (12 Months) (12 ¥:Months)

RM RM RM RM
Cost of inventories 7,888,187 6,680,512 6,639,369 3,125,299
TRADE RECEIVABLES
31.12.2010 31.12.2009  31.12,2008 31.12.2007
RM RM RM RM
Trade receivables 2253814 267,446 1,513,383 900,243
Refundable depesiis 13,160 13,160 5610 3,700
Loans and receivables 238,974 280,606 1,518,993 903,943
Prepaid expenses 1,725 716 4,944 806
240,699 281,322 1,523,937 904,749
The terms granted on sale of goods are as follows:
Average
credit period
Days
31.12.2010 Cash to 90
31.12.2009 Cash to 30
31.12.2008 Cash to 30
31.12.2007 Casli to 30

No interest is charped on the outstanding balance.

Dynasty Kitchen secks to maintain strict control gver its outstanding trade receivables and has a credit pedod
policy to minimise credit risk, Overdue balances are reviewed regularly by management.
Included in trade receivables of Dynasty Kitchen are related parties” balances as follows:
31.12.2010 31.12,2009  31.12.2008 31.12.2007
RM RM RM RM
Related parties’ balances 150,091 166,726 1,436,702 799,704

Transactions with related pariies are disclosed in Note 11.5.7.
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115

11.5.7

DYNASTY KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

HOLDING COMPANY AND RELATED PARTY TRANSACTIONS

The amount owing by holding company arose mainty from trade transactions which are unsecured, interest-
free and are subject to the normal trade terms.

During the financial year/period, significant related party transactions are as follows:

Holding company
01d Town Kopitiam Butterworth
Trade sales

Related parties

Gongga Food
Trade purchases

Purchase of property, plant and
equipment

Kopitiam Asia Pacific
Trade purchases

Accounting services paid/payable

QTK Northern Sdn. Bhd.
Trade sales

White Cafe Marketing
Trade purchases

Old Town Kopitiam Butterworth
Trade sales

Sale of property, plant and equipment
Purchase of property, plant and equipment

Dynasty Confectionery
Trade purchases

Esquire Chef

Sale of property, plant and equipment

FYE FYE FYE FPE
31.12.2010 31.12.2009  31.12.2008 31.12.2007
(12 Mouths) (12 Months) (12 Months) (12 ¥: Months)

RM RrM RM rM

7,476,856 6,420,192 - -
6,145,225 5,003,397 4,736,185 2,078,022
- - 46,000 -

25,568 43775 45,074 28,284
7,200 7,200 7,200 6,600
593,413 189,289 - -
- 29,828 120,442 43612
- - 6,853,634 3,562,257
- - 6,226 -
- - - 59,497
- - 4,000 -
- - 749 -

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7

of the Prospectus of Oldtown.

Compensation of key management personnel

There is no directors’ remuneration during the financial year/period Other than the directors, there are no
other key management personnel in Dynasty Kitchen.
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11.5.10

11.5.11

DYNASTY KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DEFERRED TAX LIABILITY
31.12.2010  31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
At beginning of year/period 3,600 3,600 3,600 -
Recognised in profit or loss (Note 11.5.3) (1,600) - - 3,600
At end of year/period 2,000 3,600 3,600 3,600

The deferred tax lisbility provided in the financial statements is in respect of temporary differences between tax
capital allowances and book depreciation of property, plant and equipment

TRADE AND OTHER PAYABLES
31.12.2010  31.12.2009  31.122008 31.12.2007

kM RM RM RM
Trade payables 1,845,512 1,673,915 957,246 599324
Other payables 1,759 5,681 2,509 -
Accrued expenses 50,432 22,427 30,599 14,352
Refundable deposits received 100 100 - -
1,897,803 1,702,123 990,354 613,676

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs, The terms
granted to Dynasty Kitchen for trade purchases are as follows:

FYE FYE FYE FPE
31122010  31.12.2009  31.12.2008  31.12.2007
(12 Months) (12 Months) (12 Months) (12 ¥:Months)

Credit terms (days) Cash to 30 Cash to 30 Cash to 30 30 to 60

These amounts are non-interest bearing. Dynasty Kitchen has financial risk management policies in place to
ensure that all payables are paid within the credit time frame.

Inchided in trade payables of Dynasty Kitchen are related parties’ balances as follows:

31.12.2010  31.12.2009  31.12.2008  31.12,2007
RM KM RM RM

Related parties” balances 1,756,814 1,574,574 866,570 499,109

The amounts owing to other payables are unsecured, interest-free and repayable upon demand.

Transactions with related parties are disclosed in Note 11.5.7.
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G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
115 DYNASTY KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
11.5.12 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS

MANAGEMENT
Categories of financial instruments
31.12.2010

Financial assets RrM
Loans and receivables:

Trade receivables 238,974

Amount owing by holding comparry 2,468,632
Cash and cash equivalents — cash and bank balances 375,697
Financial liabilities
Amortised cost - trade and other payables 1,897,803

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of Dynasty Kitchen Management continually monitors
Dynasty Kitchen’s risk management process to ensure that an appropriate balance between risk and control is

achieved. Risk manapement policies and systems are reviewed regunlarly (o reflect changes in the market
conditions and the Company’s activities.

There has been no change to Dynasty Kitchen's exposure to these financial risks or the manner in which it
manages and measures the risk.

(@) Market risk

Dynasty Kitchen's activities expose it primarily 1o the financial risks of changes in foreign currency
exchange rales and interest rales.

There has been no change to the Dynasty Kitchen's exposure 10 market risks or the manner in which
these risks are managed and measured,

(i) Foreign currency risk management

Dynasty Kitchen has minimal foreign currency risk exposure as most of ils transactions are
depominated in Ringgit Malaysia, which is the functional curency of Dynasty Kitchen,

(i} Interest rate risk management

Dymasty Kitchetr’s exposure to interest rate risk is limiled as Dynasty Kitchen has no interest-bearing
balances,

(8) Credit risk

The maximum exposure 1o credit risk in the event that the counlerparties fail 1o perform their obligations
as at December 31, 2010 in relation to each class of recognised financial assets is the carrying amount of
those assels as stated in the statement of financial position.

As of December 31, 2010, Dynasty Kitchen is subject to significant concentration of credit risk as 66% of
ils receivable is with a related party.

(¢) Liquidity and cash flow risks management
The management of Dynasty Kitchen is of (he view that liquidity risk is minimal as Dynasty Kitchen has
sufficient funds to finance its ongoing working capital requirement and when necessary, funding is
oblained from its holding company.
All non-derivative financial assets and financial liabilities are repayable on demand or due within 1 year

from the end of the reporting date. Dynasty Kitchen has not committed to any derivalive financial
instmments during the financial year.
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1.5
. 11512

11.5.13

11.5.14

11.5.15

DYNASTY KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

{d) Capital risk management

Dynasty Kitchen manages its capital to ensure that Dynasty Kitchen will be able to continue as going
concern while maximising the return to stakeholders through the optimisation of equity balance. Dynasty
Kitchen’s overall strategy remains unchanged from 2009.

The capital structure of Dynasty Kilchen consists of issued capital. Dynasty Kiichen is not subject 1o any
exlernally imposed capital requirements.

Fair Values of Financial Assets and Financial Liabilitles

The camrying amounts of cash and casb equivalents, trade reccivables, amount owing by holding company

and trade and other payables approximate their respective fair values due to the relatively short-term maturity
of these financial instruments.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash and bank balances of Dynasty Kitchen for the respective financial
period/ year ended.

OPERATING LEASE ARRANGEMENTS

Operating leases relates to leases of stores with average lease term of 2 years. All operaling lease contracts
confain market review clauses in the event that the lessee exercises its oplion to renew. The lesses does not
bave an option to purchase the leased stores at the expiry of the lease period.

Payment recognised as an expeanse for Dynasty Kilchen was as follows:

FYE FYE FYE FYE
31.12.2010 31.12.2009 31122008  31.12.2007
(12 Months) (12 Months) (12Months) (12 )2 Months)
RM M BRM RM
Minimum lease payments 28,800 25,000 12,000 8,800

Dynasty Kitchen bas outstanding commitments under non-cancellable operating leases &s follows:

31.12.2010 31.12.2009  31.12.2008 31.12,2007

EM RM EM BEM
Within one year 24,200 28,800 7,800 12,000
In the second to fifth year inclusive 23,400 6,500 6,000 1,800
47,600 35,300 13,800 13,800

SIGNIFICANT EVENTS

On December 28, 2009, shareholders of the holding company entered into a Sale and Purchase Agreement
(as was supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and a supplemental
agreement dated December 9, 2010) with Oldtown to dispose off ils entire equity interests in the holding

company.
On April 12, 2011, Securities Commission had granted Oldtown the approval for the proposed listing on the

Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the ransfer of
shares before June 2011.
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12

12.1

DYNASTY CONFECTIONERY

DYNASTY CONFECTIONERY - STATEMENTS OF COMPREHENSIVE INCOME

Revenue
Cost of sales

Gross profit

Other operating income

Selling and distribution expenses
Administrative and general expenses

Profit from operations
Finance costs

Profit before tax
Income tax expense

Profit and total comprehensive
income for the year/period the
atiributable to owners of
Dynasty Confectionery

Key financial ratios:

Weighted average number of ondinary
shares of RM1.00 each in issue (uniis)

Gross profit margin (%)
Basic earnings per share (sen)

Effective tax rate (%)

FYE FYE FYE FPE
31.12.2010 31.12.2009  31,12.2008  31.12.2007
(12 Months) (12 Months) (12 Months) (6 Months)
Note rM RM RM RM

4,405,767 4,174,415 3,493,903 672,865

(3329723)  (3,183,366)  (2,771,951) _ (572,240)

1,076,044 991,049 721,952 100,625
44,421 55,788 88,959 -
4,073) (267,112)  (422381)  (59,769)

(174,695) (169317)  (136765)  (31,222)

941,697 610,408 251,765 9,634
12.5.2 (22,663) (12,115) (1,378) a7
1253 919,034 598293 250,387 9,557

1254  (229,994) (139,106) (56,080) (3,600)

689,040 459,187 194,307 5,957
200,000 200000  *192,350 2
24.42 23.74 20.66 14.95
34452 229.59 101.02  297,850.00
24.92 .23.48 2224 37.67

* Caleulated based on 199,998 new ordinary shares of RM! each issued at par on January 15, 2008.
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122 DYNASTY CONFECTIONERY - STATEMENTS OF FINANCIAL POSITIONS

31122010 31.12.2009 31.12.2008  31.12.2007

Note RM RM RM RM
ASSETS
Non-current assets
Property, plant and equipment 1255 1,418,141 887,652 804,200 299,006
Current assets
Inventories 12.5.6 136,728 116,781 120,687 43,685
Trade and other receivables 12.5.7 586,332 257,168 283,262 136,812
Current tax assets 1254 - 8,450 89,770 11,450
Cash and bank balances 180,291 237,726 120,836 17,767
Total current assets 903,351 620,125 614,555 209.714
Total assets 2321492 1,507,117 1,418 755 508,720
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 1259 200,000 200,000 200,000 2
Retained earnings 12.5.10 998,491 609,451 200,264 5,957
Total equity 1,198,491 809,451 400,264 5,959
Non-current liabilities
Hire-purchase payables 12.5.11 294,377 115,795 75,753 -
Deferred tax liabilities 12.5.12 59000 20,000 26,000 3,600
Teotal non-current liabilities 353,317 135,795 101,753 3,600
Current liabilitics
Trade and other payables 12513 558,113 453,308 629,733 302,161
Hire-purchase payables 12.5.11 168,788 33,724 16,040 -
Amount ewing to directors 12,5.8 - 75,499 270,965 197,000
Current tax liability 12,54 42,723 - - -
Total current liabilities 769,624 562,531 916,738 499 161
Total liabilities 1,123,001 698,326 1,018,491 502,761
Total equity and liabilities 2,321,492 1,507,777 1,418,755 508,720
Key financial ratios:
Net tangible assets per share (sen) 599.25 404.73 208.09  297,950.00
Debt-equity ratio (times) 0.3% 0.18 0.23 -
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123

12.4

DYNASTY CONFECTIONERY - STATEMENTS OF CHANGES IN EQUITY

Distributable
Reserve Total
Issued Retained Shareholders’
Capital Earnings Equity
Note RM RM RM
Balance as of July 4, 2007
(date ol incorporation) 2 - 2
Total comprehensive income for the
pericd - 5,957 5957
Balance as of December 31, 2007 2 5,957 5,959
Total comprehensive income for the year - 194 307 194,307
Issue of shares 12.5.9 199,998 - 199,998
Balance as of December 31, 2008 200,000 200,264 400,264
Total comprehensive income for the year - 459,187 459,187
Dividend F - (50,000) (50,000)
Balance as of Decemher 31, 2009 200,000 609,451 309,451
Total comprehensive income for the year - 689,040 689,040
Dividend F - (300,000) (300,000)
Balance as of December 31, 2010 200,000 998,491 1,198,491

DYNASTY CONFECTIONERY - SUMMARISED STATEMENTS OF CASH FLOWS

FYE FYE FYE FPE
31,12.2010  31.12.2009 31,12.2008 31.12.2007
(12 Months) (12 Months) (12 Months) (6 Months)

Note RM RM RM RM

Net Cash Generated From

Operating Activities ' 896,192 642,708 403,439 137,607
Net Cash Used In Investing

Activities (458,711)  (237,963)  (570,248) (316,765)

Net Cash {Used In}/Generated From

Financing Activities (494,916)  (287,855) 269,878 196 925
NET (DECREASE)/INCREASE

IN CASH AND CASH

EQUIVALENTS (57,435) 116,890 103,069 17,767
CASH AND CASH

EQUIVALENTS AT BEGINNING

OF YEAR/PERIOD 237,726 120,836 17,767 -
CASH AND CASH

EQUIVALENTS AT END

OF YEAR/PERIOD 12.5.15 180,291 2377126 120,836 17,767
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12.35.1

12.5.2

12,53

DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS
OPERATING COSTS APPLICABLE TO REVENUE

FYE FYE FYE FPE
31122010 31.12,2009 31.12.2008  31.12.2007
(12 Months) (12 Months) (12 Months) (6 Monihs)

Note RM RM RrRM RM
Changes in inventories of finished goods 4,311) 15,957 (18,351) (2,101)
Other gaius and losses (21) - - -
Raw materials and consumables used 2,016,276 2,030,917 1,854 465 393,424
Employee benefit expenses 586,066 603,231 500,896 70,172
Directors’ remuneration
- salaries and bonuses 4,000 50,875 36,556 9,000
- EFF contributions 480 6,106 4320 1,080
Depreciation of property,
plant and equipment 12.55 379,964 237791 157,981 17,759
Other operating expenses 526,016 674,918 795,230 173,897
3,508,470 3,619,795 3,331,097 663,231
FINANCE COSTS
FYE FYE FYE FPE
31.12.2010 31.12.2009  31.12.2008  31.12.2007
{12 Months) (12 Months) (12 Months) (6 Months)
RM RM RM RM
Interest on hire-purchase 22,298 11,760 1,105 -
Bank charges 365 355 273 1
22,663 12,115 1,378 1
PROFIT BEFORE TAX

Profit before tax has been arrived at after crediting/(charging):
FYE FYE FYE FPE

31.12.2010 31.12.2009  31.122008  31.12.2007

(12 Months) (12 Months) (12 Months) (6 Months)

RM RM RM RM

Rental of:

Factory (45,600) (45,600) (45,600) (12,885)

Machinery (24,424) (73,272) (73,322) (24,570)

Hostel (7,200) (7,050) (4,950) -

Motor vehicles - (49,324) (70,248) (16,933)
Audit fee (8,000) (10,000) (8,000) (7,000)
Property, plant and equipment written off - (4,720) - -
Bad debt written off - (130) ‘- ' -
Gain/(Loss) on disposal of property, )

plant and equipment 21 - (1,573) -

Included in employee benefits expenses of Dynasty Confectionery are the following:

FYE FYE FYE FPE
31.12,2010 31122009  31.12.2008 31.12.2007
(12 Months) (12 Months) (12 Months) (6 Moniths)

RM RM RM RM

Contributions made to EPF 28,126 29,924 27,513 2,213
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12.5 DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1254 INCOME TAX EXPENSE
FYE FYE FYE FPE
3L12.2010 31.12.2009 31122008  31.12.2007
(12 Months) (12 Months) (12 Months) (6 Months)

Income tax comprises: RM RM RM RM
Current tax expense in respect of
the current year/period 227,000 143,000 33,680 -

Adjustments recognised in the current
year/period in relation to the income tax of

prior years/period {36,006) 2,106 - -
190,994 145,106 33,680 -
Deferred tax relating to origination and reversal
of tfemporary differences
Current year/period 2,000 (3,500) 22,400 3,600
Adjustments recognised in the current year in
relation to the deferred tax of
prier years/period 37,000 (2,500) - -
{Note: 12.5.12) 39,000 {6,000 22,400 3,600

229,994 139,106 56,080 3,600

The statutory income tax rale for companies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. 1n the previous years of
assessments, for companies with a paid-up capilal of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up to RMS500,000. However, with effect from year of assessment 2009,
this preferential 1ax rate will ne lenger be applicable for companies that controls or being controlled
directly or judirectly by, or are related 10 another company which has a paid-up ordinary share capilal of

more Lthan RM2,500,000. As a result, income {ax rate of Dynasty Confectionery has also been revised
accordingly.

The tax expense for the year can be reconeiled to profit before tax as follows:
FYE FYE FYE FPE
31.12.2010 31.12.2009  31,122008  31.12.2007
{12 Months) (12 Months) (12 Months) (6 Months)

RM RM RM RM
Profit before tax 919,034 598,293 250,387 9,557
Income tax expense calculated at 25%
(31.12.2009: 25%; 31.12.2008: 20%
and 31.12.2007: 20%) 230,000 150,000 50,000 1,911
Tax effects of expenses that are not deductible
in delermining taxable profit 24,000 14,500 6,080 1,689
Effect of differences in tax rate applicable to
small and medium scale companies (25,000 (25,000) - -
Adjusiments recognised in the current year in
relation to the taxes of prior years/period:

Income tax (36,006) 2,106 - -
Deferred lax 37,000 {2,500) - -
Income tax expense for the year/period 229,994 139,106 56,080 3,600

31.12,.2010 31,12.2009  31.12.2008 31.12.2007
Current lax asset RM RM RM RM
Tax refund receivable - 8,450 89,770 11,450
Current tax liability
Income tax payable 42,723 - - -
226
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10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

125 DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12.5.6 INVENTORIES

31122010  31,12.2009  31.12.2008  31.12.2007
RM RM RM RM
Atcost:
Raw materials and consumables 127,922 112,286 100,235 41,584
Finished goods 8,806 4,495 20,452 2,101
136,728 116,781 120,687 43,685
The cost of inventories of Dynasty Confectionery recognised as an expense during the year/period was as
follows:
FYE FYE FYE FPE
31.12.2610  31.12.2009 31.12.2008  31.12.2607
(12 Months) (12 Months) (12 Months) (6 Months)
RM RM RM RrRM
Cost of inventories 3,329,723 3,183,366 2,771,951 572,240
12.5.7 TRADE AND OTHER RECEIVABLES
31.12.2010  31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Trade receivables 533,906 224,840 197,379 104,599
Other receivables 12,120 11,703 12,883 -
Refundable deposits 19,800 19,300 15,850 14,000
Loans and receivables 565,826 256,343 226,112 118,599
Prepaid expenses 20,506 825 57,150 18,213
586,332 257,168 283,262 136,812
Trade receivables comprise amount receivable for the sale of goods. The terms granted on sale of goods are as
follows: '
Average
credit period
Days
31.12.2010 Cash to 90
31.12.2009 Cash to 30
31.12.2008 Cash to 30
31.12.2007 Cash to 30

No interest is charged on the outstanding balance. There is no trade receivable which is past due as of
December 31, 2010 for which Dynasty Confectionery has not provided for impairment loss. Dynasty
Confectionery seeks to maintain strict control over its outstanding trade receivables and has a credit period
policy to minimise credit risk. Overdue balances are reviewed regularly by management.

Included in trade receivables of Dynasty Confectionery are related parties” balances as follows:

31.12.2010  31.12.2609 31.12,2008  31.12.2007
RM RM RM RM

Related parties’ balances 533,666 221,980 191,060 104,600
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12,5

12.5.7

12.5.8

DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

TRADE AND OTHER RECEIVABLES (CONTINUED)

Other receivables comprise mainly refundable deposits owed by the previous landlord, which are nnsecured,

interest-free and repayabie upon demand.

Transactions with related parties are disclosed in Note 12.5.8,

RELATED PARTY TRANSACTIONS

The amount owing to directors represents unseciured and interest-free advances which are repayable upon

demand.

During the financial year/period, significant related party transactions are as follows;

Related parties
Conneczone
Trade sales

Acadian Gourmet PB Sdn. Bhd.
Trade sales

Acadian Gourmet (KK) Sdn. Bhd.
Trade sales

Drynasty Kitchen
Trade sales

Esquire Chef
Trade purchase
Purchase of property, plant and equipment

Gongga Food
Trade sales
Rental of motor vehicle received/receivable
Sales of property, plant and equipment
Transport charges received/receivable

0Old Town Kopitiam Butterworth
Trade sales

Kopitiam Asia Pacific
Accounting fee paid/payable
Trade sales
Contract wages paid/payable

0ld Town Kopitiarn Cheras
Trade sales

(Fomg.rd)

FYE FYE FYE FPE
31.12.2010 31.12.2009  31.12.2008  31.12,2007
(12 Months) (12 Months) (12 Months) (6 Months)
RM RM RM RM
- 400 1,460 -
680 280 - -
- 200 - -
- - 4,000 -
- - 1,535 -
- - 700 -
4389666 4152948 3,534,631 673,350
44,400 - - -
6l6 - - -
- 55,788 - -
1,200 700 7,180 -
8,400 8,400 8,400 2,100
- 120 - -
- - - 12,002
- 200 2,460 -
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G. BISTORICAL FINANCIAL INFORMATION {CONTINUED)

125 DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1258 RELATED PARTY TRANSACTIONS (CONTINUED)

Related partes (continued)
0Old Town Kopitiam Kuala Lumpur

Trade sales

Old Town Kopitiam

Trade sales

Oldtown Singapore
Trade Sales

OTK Eatery
Trade sales

White Cafe

Rental of faciory paid/payable

OTK Singapore
Trade sales

Acadian Gourmel Sdn. Bhd.

Trade sales

GC Bangsar Sdn. Bhd

Trade sales

GC Kapar Sdn. Bhd.

Trade sales

GC Brickfields Sdn. Bhd.

Trade sales

GC South City Sdn. Bhd.

Trade sales

Gourmet Comer Ipoh Sdn. Bhd.

Trade sales

Gourmet Chef Sdn. Bhd.

Trade sales

Gourmet Corner K1, Sdn. Bhd.

Trade sales

GC Port Klang Sdn. Bhd,

Trade sales

GC Ampang Sdn. Bhd.

Trade sales

(Forward)

FYE RYE FYE FPE
31122010 31122009 31122008  31.12.2007
(12 Months) (12 Months) (12 Months) (6 Months)
RM RM RM RM
340 400 1,180 -
4,440 5,680 9,760 -
1,580 - - -
- - 1,000 -
45,600 45,600 16,303 -
640 1,840 1,900 -
. 300 200 -
. 240 280 -
- 120 160 .
300 - - -
- - 360 -
- 100 460 -
. - 680 -
- - 540 -
- 200 - -
- 400 - -
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12.5.8

DYNASTY CONFECTIONERY - NOTES TQ THE FINANCIAL STATEMENTS (CONTINUED)

RELATED PARTY TRANSACTIONS (CONTINUED)

Related parties (continued)
GC Sclayang Sdn. Bhd.
Trade sales

Oldtown Kopitiam Pavilion Sdn. Bhd.
Trade sales

OTK (Alam Damai) Sdn. Bhd.
Trade sales

Marich Food Distribution Enterprise
Trade purchases
Purchase of property, plant and equipment
Sundry wages
Rental of motor yehicle
Carriage ontwards
Rental of machinery
Renovation work
Rental of depot

OTK (Genting) Sdn. Bhd.
Trade sales

OTK (Intan) Sdn. Bhd.
Trade sales

OTK (Petaling Jaya) Sdn. Bhd
Trade sales

OTK Manjung Sdn. Bhd.
Trade sales

OTK Sunway Sdn. Bhd.
Trade sales

OTK (Kuala Selangor) Sdo. Bhd.
Trade sales

OTK USJ Sdn. Bhd.
Trade sales

GC Alamanda Sdn. Bhd.
Trade sales

GC Bangsar Two Sdn. Bhd
Trade sales

Gourmet Comer Sdn. Bhd.
Trade sales

{Forward)

FYE FYE FYE FPE
31122010 31122009 31122008 31.12.2007
(12 Months) (12 Months) (12 Months) (6 Months)
RM RM RM RM
- 220 - -
- - 540 -
360 - - -
- - 246,762 106,221
175,000 - 56,228 158,800
- - 8,449 .
- - 6,000 16,933
- - 1,580 -
- - - 24,570
. - - 16,289
- - - 852
200 1,260 1,600 -
- 700 - -
- - 660 -
- 720 - -
- - 480 -
500 - - -
- - 260 -
- 260 - -
- 400 - -
- 120 360 -
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12.5.8

DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

RELATED PARTY TRANSACTIONS (CONTINUED)

FYE FYE
31.12.2010  31.12.2009

FYE FPE
31.12.2008  31.12.2007

(12 Months) (12 Months) (12 Months) (6 Months)

RM RM
Related parties (continued)
OTK Megah Sdn. Bhd.
Trade sales - 160

RM RM

OTK (Shah Alam) Sdn. Bhd.
Trade sales - 400

OTK (Rawang) Sdn. Bhd.
Trade sales - 520

OTK Ipoh Road Sdn. Bhd
Trade sales - 240

GC R Laut Sdn. Bhd.
Trade sales 120 300

Looi Kar Min
Renovation work - -
Purchase of equipment - -

- 15,000
- 10,500

The relationships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7

of the Prospectus of Oldtown,

The outstanding balance arising from non-trade transactions is as follows:

31.12.2010  31.12.2009

31.12.2008  31.12.2007

RrRM RM RM RM
Other payables
Kopitiam Asia Pacific 700 700 - -
White Cafe - 11,703 11,703 -

Compensation of key management personnel

The remuneration of directors is disclosed in Note 12.5.1. Other than the directors, there are no other key

management personnel of Dynasty Confectionery during the year/pericd.
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[ Company No: 797771-M |

10. ACCOUNTANTS’ REPORT

G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)
12.5DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12.5.1%

12.3.12

12,513

HIRE-PURCHASE PAYABLES (CONTINUED)

The term for hire-purchase is 3 1o 5 years (2009 and 2008: 5 years). The effective borrowing rate was for
2010 was 7.16% (2009: 7.56%; 2008: 7.34%) per anoum. Interest rates are fixed at the inception of the hire-
purchase armngements.

Hire-purchase payables of Dynasty Confectionery are secured by the assets under hire-purchase.

The fair values of the hire-purchase payables of Dynasty Confectionery approximate their carrying amounts.

DEFERRED TAX LIABILITIES
31122010 31.12.200%  31.12.2008  31.12.2007

RM RM RM RM
Atbeginning of year/period 20,000 26,000 3,500 -
Recognised i profit or loss (Note 12.5.4) 39,000 {6,000) 22,400 3,600
At end of year/period 59,000 20,000 26,000 3,600

The deferred tax liabilities are in respect of:

31.12.2010 31.12.2008 31.12.2008  31.12.2007

RM RM RM RM

Tax effect of:
Temporary differences between tax capital

allowances and book depreciation

of property, plant and equipment 59,000 20,000 26,000 13,800
Upabsorbed tax capital allowances

carried forward - - - (10,200}
At end of year/period 59,000 20,000 26,000 3,600

TRADE AND OTHER PAYABLES
31.12.2010  31.12.2009 31.122008  31.12.2007

RM RM RM RM
Trade payables 379,598 311,179 545,487 229,645
Other payables 76,805 72,055 15,903 28,904
Accrued expenses 101,710 70,074 63,343 43,612
558,113 453,308 629,733 302,161

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The terms
granted to Dynasty Confectionery for trade purchases are as follows:

FYE ¥YE FYE FPE
31.12.2010 31,12.2009  31.12.2008 31.12.2007
(12 Months) (12 Months) (12 Months} (6 Months)

Credit terms (days) 14 to 60 14 to 60 14 1o 60 30 to 60

The amounts owing to other payables are unsecured, interest-free and repayable upon demand. Dynasty

Confectionery has financial risk management policies to ensure that all payables are paid within the credil
time frame.

Transactions with related parties are disclosed in Note 12.5.8.
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G. HISTORICAL FINANCIAL INFORMATION (CONTINUED)

125 DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

125,14 FINANCIAL INSTRUMENTS, FINANCIAL RISK AND CAPITAL RISKS MANAGEMENT

Categories of financial instruments

31.12.2010
RM

Financial assefs
Loans and receivables — trade and other receivables 565,826
Cash and cash equivalenis — cash and bank balances ) 180,291
Financial liabilities
Amortised cost:

Trade and other paysbles 558,113

Hire-purchase payables 453,165

Financial Risk Management Objectives and Policies

Risk management is integral to the whole business of Dynasty Confectionery. Managemnent continually
monitors Dynasty Confectionery’s risk management process to ensure that an appropriate balance betwreen
risk and control is achieved. Risk management polictes and systems are reviewed regularly to reflect changes
in the market conditions and Dynasty Confectionery™s activities.

There has been no change to Dynasty Confectionery’s exposnre to these firancial risks or the manner in which
it manages and measures the risk.

(@

(®)

Credit risk managemeni

The maximum exposure to credit risk in the event that the counterparties fail to perform their obligations
as at the end of the financial period in relation to each class of recognised financial assets is the camying
amount of those assels as stated in the statement of financiat position.

As of December 31, 2010, Dynasty Confectioniery is subject to significant concentration of credit risk as
99% of its trade receivables are with 2 related partics. Majority of these amoumnis have heen received since
the year end.

Liguidity and cash flow risks management

Ultimate responsibility for liquidity and cash flow risks management rests with the Board of Directors,
which has established an appropriate liquidity and cash flow risks managemenl framework for the
management of Dynasty Confectionery’s short, medium and long-lerm funding and liguidity and cash
flow management requirements. Dynasty Confectionery manage liquidity and cash flow risks by
maintaining adequate reserves and banking facilities by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets and financial liabilities.

Management is of the view that Dynasty Confectionery’s exposure to liquidity ard cash flow risks are

minimal as Dynasty Confectionery has sufficient funds to finance its ongoing working capital
requirements.
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12.5

DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12.5.14 FINANCIAL INSTRUMENTS, FINANCIAL RISK AND CAPITAL RISKS MANAGEMENT

(CONTINUED)

The matarity profile for the non-derivative financial assets/liabilities of Dynasty Confectionery as of
December 31, 2010 based on the undiscounted cash flows of the respective financial assets/liabilities
representing the earliest date on which the Company is entitled to receive/required to pay, is as follows:

On demand
or within - Oneto Over five
one year five years years Total
RM RM M RM

Non-derivative financial assels:

Trade and other receivables 565,826 - - 565,826

Cash and bank balances 180,291 - - 180,291
Total undiscounted non-derivative

financial assets 746,117 - - 746,117
Non-derivative financial liabilities

Trade and other payables 558,113 - - 558,113

Hire-purchase payables 168,788 294377 - 463,165
Total andisconnted non-desivative

financial liabilities 726,901 294377 - 1,021,278
Total net undiscounted non-derivative

financial asset/(liabilities) 19216 (294,377) - (275,161)

Dynasty Confectionery has not committed to any derivative financial instruments during the financial
period ended December 31,2010,

() Market risk

Dynasty Confectionery’s exposuwre to financial risk of changes in foreign currency exchange rates and
interest rates are minimal Dynasty Confectionery’s transactions are mainly denominated in Ringgit
Malaysia and interest bearing balances are minimal. Hence, no sensitivity analysis to market risk was
disclosed.

(d) Capital risk management

Dynasty Confectionery rpanages its capital to ensure Dynasty Confectionery will be able to continue as
going concern while maximising the return to stakeholders through the optimisation of the debt and
equity balance. Dynasty Confectionery’s overall strategy remains unchanged from 2009,

The capital structure of the Company consists of net debt and equity of Dynasty Confectionery. Dynasty
Confectionery is not subject to any externally imposed capital requirements.

Fair Values of Financial Assets and Financial Liabilities

The fair value of long-term financial assets and liabilities are determined by the present value of future cash
flows estimated and discounted using the current interest rates for similar instruments at the end of the

reporting date. There is no material difference between the fair values and carrying values of these assets and
liabilities as of December 31, 2010.

The carrying amounts of cash and cash equivalents, trade and other receivables and trade and other payables
approximate their respective fair values due to the relatively short-term maturity of these financial instrements.

The fair values of other classes of financial assets and labilities are disclosed in the respective notes to the
financial statements.
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125

12.5.15

125,16

DYNASTY CONFECTIONERY - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash and bank halances of Dynasty Confectionery for the respective
financial year/period ended.

OQPERATING LEASE ARRANGEMENTS

Operating leases relates io Ieases of factory and hostels with average lease term of 3 years. All operating lease
contracts contain market review clauses in the event that the lessee exercises its option to renew. The lesses
does not have an option to purchase the leased factory and hostels at the expiry of the lease period.

Payment recognised as an expense for Dynasty Confectionery was as follows:

FYE FYE FYE ¥PE
31.12.2010 31.12.2009 31.12.2008  31.12.2007
(12 Months) (12 Months) (12 Months) (6 Months)

RM - RrRM RM RM

Minimum lease payments 52,800 52,650 50,550 12,385

Dynasty Confectionery has outstanding commitraents under non-cancellable operating leases as follows:

31.12.2010  31.12.200%  31.12.2008 31.12.2007

RM RM RM RM
Within one year 32,200 47,400 47250 "
In the second to fifth year inchusive - 30,400 76,000 -

32,200 77,800 123,250 -

125.17 SIGNIFICANT EVENT

On December 28, 2009, (he shareholders of Dynasty Confectionery eniered into a Sale and Purchase
Agreement (as was supplemented by letters dated May 24, 2010 and June 11, 2010 respectively, and a
supplemental agreement dated December 9, 2010) with Oldtown to dispose off their equity interests in
Dymnasty Conlfectionery,

On April 12, 2011, Securities Commission had granted Oldtown the approval for the proposed listing on the

Main Market of Bursa Securities. Following the said approval, Oldtown intends to complete the transfer of
shares before June 2011,
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13.1

EMPEROR’S KITCHEN

EMPEROR’S KITCHEN - STATEMENTS OF COMPREHENSIVE INCOME

Note

Revenue 13.5.1
Cost of sales

Gross profit

Investment revenue

Other operating income

Other loss

Selling and distribution costs
Adminijstrative and general expenses

Profit from operations
Finance cost - term loan interest 13.5.3

Profit before tax 13.5.4
Income tax expense 13.5.5

Profit and total comprehensive
income for the year attributable
to owners of Emperor’s Kitchen

Key financial ratios:

Weighted average number of
ordinary shares of RM1.00 each
in issne (units)

Gross profit margin (%)

Basic earnings per share (sen)

Effective tax rate (%)

FYE FYE FYE FYE
31.12.2010  31.12.2009 31122008  31.12.2007
RM RM RM RM
20,771,671 © 17,671,858 14,601,585 6,986,580
(17,750,228) (14,601,784) (11,444971) (5,149,357
3,021,443 3,070,074 3,156,614 1,837,223
5919 2,392 - -
57,759 18,659 8,731 -
(6,717) - (20,128) .

- - (3,061) (2,818)
(640,758) (750,629) (625,730) (372,979
2,437,646 2,340,496 2,516,426 1,461,426
(15,034) (11,414) - -
2,422,612 2,329,082 2,516,426 1,461,426
(608,568) (532,005) (685,080)  (371,380)
1,814,044 1,797,077 1,831,346 1,090,046
200,002 200,002 200,002 200,002

14.55 17.37 21.62 26.30
907.01 898.53 915.66 545.02

24.50 25.61 25.35 25.26
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132 EMPEROR'’S KITCHEN - STATEMENTS OF FINANCIAL POSITIONS

31.12.2010  31.12.2009  31.12.2008  31.12.2007

Note RM RM RM RM

ASSETS
Non-current asset
Property, plant and equipment 13.56 2,587,714 2,427,707 1,911,850 409,479
Current assets
Inventories 13.57 283,911 215,403 264,309 206,014
Trade and other receivables 1358 3,304,056 2,395,781 2267292 1413172
Current tax assets 1355 - 21,852 - -
Fixed deposit, cash and bank

balances 13.5.10 618,933 341,857 1,114,991 594,541
Total current assets 4,206,900 2974893 3,646,592 2213727
Total assets 6,794,614 5,402,600 5,558,442  2.623,206
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 13.5.11 200,002 200,002 200,002 200,002
Retained earnings 13512 2777272 1963228 2516151 1091805
Total equity 2,977,274 2,163,230 2,716,153 1,291,807
Non-current liabilities
Deferred tax liabilities 13.5.13 245000 135,000 110,000 27,500
Term loan 13.5.14 - 165,007 - -
Deferred capital grants 13.5.16 64,583 - - -
Total non-curreat liabilities 309,583 300,00’7 110,000 27,500
Current liabilities
Trade and other payables 13.5.15 3,111,176 2,665,308 2,697,980 1,109,012
Deferred capital grant 13.5.16 22,143 - - -
Term loan 13.5.14 165,007 274,055 - -
Amount owing to directors 1359 - - - 31,690
Current tax liabilities 13.5.5 209,431 - 34,309 163,197
Total current liabilities 3,507,757 2,939,363 2,732289 1,303,899
Total liabilities 3,817,340 3,239370 2,842 289 1,331,399
Total equity and liabilitics 6,794,614 5,402 600 5,558,442 2623206
Key financial ratios:
Net tangible assets per share (sen) 1,488.62 1,081.60 1,358.06 64590
Debt-equity ratio (limes) 0.06 0.20 - -
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133

13.4

EMPEROR'S KITCHEN - STATEMENTS OF CHANGES IN EQUITY

Distributable
Reserve Total
Issued Retained Shareholders®
Capital Eamings Equity
Note RM RM RrM

Balance as of January 1,2007 200,002 281,780 481,782
Total comprehensive income for the year - 1,090,046 1,090,046
Dividends F - (280,021) (280,021)
Balance as of December 31, 2007 200,002 1,091,805 1,291,807
Total comprehensive income for the year - 1,831,346 1,831,346
Dividends F - (407,000) (407,000)
Balance as of December 31,2008 200,002 2,516,151 2,716,153
Total comprehensive income for the year - 1,797,077 1,797,077
Dividends F - (2,350,000} (2,350,000}
Balance a3 of December 31, 2009 200,002 1,963,228 2,163,230
Total comprehensive income for the year - 1,814,044 1,314,044
Dividends F - (1,000,000) {1,000,000)
Balance as of December 31,2010 200,002 27771272 2,977,274

EMPEROR'S KITCHEN - SUMMARISED STATEMENTS OF CASHFLOWS

FYE FYE FYE FYE
31122010 31.12.2009  31.12.2008 31.12.2007
Note RM RM M RM
Net Cash Generated From
Openating Activities 2,354290 2,233,687 2,768,758 1,046,390
Net Cash Used In Investing Activities {969,757y (1,291.861) (1,809,618) (187,8378)
Net Cash Used In Financing Activities (1,178,375) €1,922,352) {438,690)  (269,971)
NET INCREASE/(DECREASE) IN
CASH AND CASH EQUIVALENTS 206,158 (980,526) 520,450 588,541
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 134 465 1,114,991 594,541 6,000
CASH AND CASH EQUIVALENTS
ATEND OF YEAR 13.5.18 340,623 134 465 1,114,991 594,541
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13.5
13,51

13.5.2

13.53

EMPEROR?S KITTCHEN - NOTES TO THE FINANCIAL STATEMENTS

REVENUE
FYE FYE FYE ¥YE
31.12.2010 31.12,2009  31.12.2008  31.12.2007
RM BEM RM RM
Trading sales 7,774,725 6,124,230 4,360,655 -
Mavulacturing sales 12,996,946 11,547,628 10,240,930 6,986,580
20,771,671 17,671,858 14,601,585 6,986,580
OPERATING COSTS APPLICABLE TO REVENUE
FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12,2008  31.12.2007
Note RM RM RM RM
Chanpes in inventories of
finished goods and trading goods 29,726 70,335 (14,076) (60,439)
Raw materials and consumables nsed 6,560,718 5,867,900 9,498,744 4,334,763
Purchase of trading goods 7,400,598 5,674,783 - -
Employec benefit expenses 1,858,270 1,413,667 1,037,511 566,966
Directors’ remuneration:
- salaries and bomuses 107,600 110,000 97,500 60,620
- EPF contributions 12912 13,200 11,700 7,200
Depreciation of property, _
plant and equipment 13.5.6 734,357 551,661 263,605 98,208
Other loss 6,717 - 20,128 -
Other operating expenses 1,686,805 1,650,867 1,178,778 517,746
18397,703 15,352,413  12,093890 5,525,154
FINANCE COSTS
FYE FYE FYE FYE
31122010 31.12.2009  31,12.2008  31.12.2007
RM rM RM RM
Interest on term loan 12,549 9,445 - -
Baok charges 2,485 1,969 - -
15,034 11,414 - -
243
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13.5

13.54

1355

EMPEROR’S KITCHEN - NOTES TO THE FINANCIAL STATiL'MENTS {CONTINUED)

PROFIT BEFORE TAX
Profit before tax has been arrived at after crediting/(charging):

FYE FYE EYE FYE
31122010 31122009  31.12.2008  31.12.2007
RM RM RM RrRM
Inlerest income on:
Fixed deposils 5,919 2,392 - -
Deposits refunded - - 544 -
Deferred capilal grants 23,988 - - -
Rental income 2,569 - - -
Rental of:
Kitehens and warehouses (420,077) (420,077) (267,079 (99,100)
Hostels {40,175) (8,275) {23,375) (14,933}
Office {22,625) (95,875) (44,753) (13,200)
Plant and machinery - {480) {(3,200) -
Office equipment - - (1911) (2,424}
Property, plant and equipment written off 677) (19,343) (23,514) -
Andit fee:
- Current year (10,000) (15,000} (13,000) (12,000)
- Prior year - - 300 -
(Loss)/Gain on disposal of property,
plant and equipment (6,717) - 20,128 -
Included in employee benefits expenses of Emperor’s Kitchen are the following:
FYE FYE ¥FYE FYE
31.12.2010 31122009  31,12.2008  31.12.2007
RM RM RM RM
Contributions made to ERF 107,230 70,864 45,960 12,910
INCOME TAX EXPENSE
FYE FYE FYE FYE
31.122010  31.122009 31.12.2008 31.122007
RM RM RV RM
Income tax comprises:
Current tax expense in respect of current year 631,560 556,369 604,863 362,000
Adjustments recognised in the current year in
relation to the income tax of prior years {132,992} (49,364) (2,283) -
498,568 507,005 602,580 362,000
Deferred tax relating to origination and reversal
of temporary differences (Note 13.5.13)
Current year (38,000) 25,000 82,500 9,380
Adjustments recognised in the current year in
relation to the deferred tax of prior years 148,000 - - -
110,000 25,000 82,500 9,380
608,568 532,005 685,080 371,380
244
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13.5
1355

EMPEROR’S KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

INCOME TAX EXPENSE (CONTINUED)

The statutory income tax rate for compapies with a paid-up capital of above RM2,500,000 in years of
assessment 2007, 2008, 2009 and 2010 are 27%, 26%, 25% and 25% respectively. In the previous years of
assessmenis, for companies with a paid-up capital of RM2,500,000 and below, an income tax rate of 20% is
applicable for chargeable income of up to RM500,000. However, with effect from year of assessment 2009,
this preferential tax rate will no longer be applicable for compapies that controls or being controlled directly
or indirectly by, or are related to another company which has a paid-up ordinary share capital of more than
RM2,500,000. As a result, income tax rate of Emperor’s Kitchen has also been revised accordmgly.

The ineome tax expense for the year can be reconciled to profit before tax as follows:

Profit before tax

Income tax expense caleulated at 25%
(31.12.2009: 25%; 31.12.2008: 26%
and 31.12.2007: 27%)
Tax effects of:
Expenses that are not deductible
in determining taxable profit
Adjustment for deferred tax due to change
In income tax rate
Ugnrecognised lemporary differences
in prior year
Effect of differenee in tax rate applicable to
smal] and medivm scale companies

Adjustments recognised in the current year jn

relalion to the taxes of prior yaars:
Income tax
Deferred tax

Income tax expense for the year

Current tax assel

Tax refund receivable

Current tax liability

Income tax payable

FYE FYE FYE FYE -
31.12.2010  31.12.2009 31122008  31.12.2007
RM RM RM RM
2422612 2329082  2,516426 1461426

606,000 582,000 654,000 395,000
12,560 24,369 56,963 6,000
- - 6,400 -
- - - 5,380
(25,000) (25,000) (30,000)  (35,000)
(132,992) (49,364) (2,283) -
148,000 - - -
608,568 532,005 685,080 371,380
31122010 31122009 31122008 31.12.2007
RM RM RM - RM
- 21,852 - -
31122010 31122009 31122008 31.12.2007
RM RM RM RM
209,431 - 34,309 163,197
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13.5
13.5.6

13.5.7

1358

EMI'EROR-’S KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Property, plant and equipment of Emperor’s Kitchen are pledged to a local licensed bank for term loan
facility granted to Emperor’s Kitchen as disclosed in Note 13.5.14.

Included in property, plant and equipmont of Emperor's Kitchen are fully depreciated assets which are still
in use, with the following cost:

31.12.2010 31122009  31.12.2008  31.12.2007

R RM R RM
Kitchen and warehouse equipment 33,239 - - -
Electrical mstallation and furniture and
fittings 9,159 - - -
Computers 1,990 1,990 6,157 -
Office equipment 3,239 - - -
47,627 1,990 6,157 -
INVENTORIES
31.12.2010 31122009  31,12.2008  31.12.2007
RV RM RM RV
Raw materials ' 152,942 99232 113,886 78,168
Packing materials 101,779 57,205 21,172 12,671
Finished goods 21,706 58,454 129,251 115,175
Trading goods 7,484 462 - -
283,911 215,403 264,309 206,014

The cost of inventories of Fmperor's Kitchen recognised as an expense during Lhe year was as follows:

FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Cost of inventories 17,750,228 14,601,784 11444971 5,149,357
TRADE AND OTHER RECEIVABLES
31.12,2010 31.12.2009  31.12.2008  31.12.2007
RM RM RM RM
Trade receivables 3,056,396 2,239,666 2,100,054 1,289,702
Other receivables 7,226 3,951 1,243 -
Refundable deposits 120,074 139,187 136,133 51,950
Loans and receivables 3,183,696 2,382,804 2237430 1,341,652
Advances payment for acquisition of
Pproperty, plant and machinery 77,600 - - -
Prepaid expenses 42,760 12,977 29,862 71,520

3,304,056 2,395,781 2267292 1413172
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1358

1358

EMPEROR’S KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
TRADE AND OTHER RECEIVABLES (CONTINUED)

Trade receivables comprise amount receivable for the sale of goods. The terms granted are as follows:

Average
credit period
Days
31.12.2010 45 to 50
31.12.2009 45
31.12.2008 45
31.12.2007 45

No interest is charged on the ontstanding balance. There is no trade receivable which is past due as of
December 31, 2010 for which Emperor’s Kitchen has not provided for impairment loss.

Included in trade receivables of Emperor’s Kitchen are related partics” balances as follows:

31.12.2010  31.12.200% 31.12.2008  31.12.2007
RM RM RM RM

Related partics’ balances 2,976,363 2,237,334 2,100,054 1,275,930

Emperor's Kilchen seeks to maimain strict control over its outstanding trade receivables and has a eredit
period policy to minimise credit risk Overdue balances are reviewed regularly by management

Transactions with related parties are disclosed in Note 13.5.9,

RELATED PARTY TRANSACTIONS

The amount owing to directors in 2007 comprised unsecured and interest-free advances which were
repayable upon demand.

During the financial year, significant related party transactions are as follows:

EYE EYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
RM RM RM RM
Other related parties
Kopitiam Asia Pacific
Accounting fee paid/payable 9,600 9.600 9,600 4,000
Trade sales 974 - - -
Rental of premises received/receivable 1,230 - - -
Gongga Food
Trade sales 20,562,185 17,661,361 14,587,004 6,989,541
Rental of premises received/receivable 1,340 - - -
Sales of property, plant and equipment - 8,341 104,550 -
Trade purchase - 172 - -
Old Town Intemational
Remtal paid and payable 442,702 515,952 193,482 -
Sales of property, plant and equipment 34,602 1,944 961 -
Old Town Kopitiam Cheras
Sale of tools and ulensils - - 306 154
(Forward}
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135 EMPEROR’S KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1359 RELATED PARTY TRANSACTIONS (CONTINUED)
FYE FYE FYE FYE
31.12.2010 31.12.2009 31.12.2008 31.12.2007
M RM RM RM
Other related parties {(continued)
Qld Town Kopitiam
Sale of tools and utensils - - 306 1,056
Trade sales - - - 99
Gourmet Comer KL Sdn. Bhd.
Sale of tools and utensils - - 153 -
QTK (Petaling Jaya) Sdn. Bhd.
Sale of tools and utensils - - 155 145

The relatdonships of the related parties with Oldtown group of companies are disclosed in Chapters 5 and 7

of the Prospectus of Oldlown

The outstanding balances arising from non-trade transactions are as follows:

31.12.2010 31.12,2009 31.12.2008 31.12.2007
RM RM RM RM
Other receivable
Gongga Food Sdn. Bhd. - 171 - -
Otber payable
Old Town Iniernational 73,400 36,053 138,185 -
Kopitiam Asia Pacific 800 300 2,400 -

Compensation of key management personnel

The rermuneration of directors is disclosed in Note 13.5.2. There are no other members of key management

during the year.

13.5.10 FIXED DEPOSITS, CASH AND BARK BALANCES

31.12.2010 31.12.2009 31.12.2008  31.12.2007

RM RrRM RM RM

Fixed deposits with a licensed bank 278310 207,392 - -
Cash and bank balances 340,623 134 465 1,114,991 594,541
618,933 341,857 1,114,991 594,541

The effective inferest rate for fixed deposils of Emperor’s Kilchen during the financial period was 2.41%
(31.12.2009: 1.88%) per annum with maturity period of 30 days (31.12,2009: 30 days).

Fixed deposils of Emperor’s Kilchen are pledged lo a local licensed bank for term loan and other credit

facilides granted to Emperor’s Kitchen as disclosed in Note 13.5.14.
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13.5
13.5.13

13.5.14

13.5.15

EMPEROR’S KITCHEN - NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

DEFERRED TAX LIABILITIES
31.12.2010 31.12.2009  31.12.2008 31.12.2007

RM RM RM RM
At beginning of year 135,000 110,000 27,500 18,120
Recoguised in profit or loss (Note 13.5.5) 110,000 25,000 82,500 9,380
At end of year 245,000 135,000 110,000 27,500

The deferred tax liabilities are in respect of temporary differences between tax capital allowances and book
depreciation of property, plant and equipment.

TERM LOAN
31.12.2010  31.12.2009  31.12.2008 31.12.2007
RM RM RM RM
Secured:
Term loan 165,007 439062 - -
Less: Amount due within 12 months (shown
under current liabilities) (165,007 (274,055 - -
- 165,007 - -

The non-current portion is repayable as follows:
31.12,2010 31.12.2009 31.12.2008  31.12.2007
RM RM RM RM
Financial year ending:
2011 - 165,007 - -

Term loan and other credit ficilities of Emperor’s Kitchen to the extent of RM1,150,000 (31.12.2009:

RM]1,150,000) obtained from a local licensed bank are secured by:

(a) a stamped facility agreement of RM1,150,000;

(b) specific debenture over all property, plant and equipment of Emperor’s Kitchen located at Lot 896, Jalan
Subang 10, Taman Perindustrian Subang, 47600 Subang Jaya, Selangor Darul Ehsan,

{c) CGC (M) Bhd guarantee up to 80% of the unsecured portion of the loan amount; and

(d) pledged of fixed deposits as disclosed in Note 13.5.10.

The facilities are also guaranteed by all the directors jointly and severaily.

Emperor’s Kitchen has one (1) term loan that is repayable by 24 monthly instalments of RM23 884 each

commencing August 15, 2009,

The effective interest rate for term loan in 2010 is 3.04% per annum (31.12.2009: 3.04% per annum).
The fair value of Emperor’s Kitchen’s term loan approximates its carrying amount.

TRADE AND OTHER PAYABLES
31.12.2010 31.12.2009  31.12.2008  31.12.2007

' RM RM RM RM
Trade payables 2,724,788 1978083 1,986,314 909,032
Other payables 252,148 568,113 635,672 111,015
Accrued expenses 129,082 114,112 69210 88,965
Refundable deposits received 5,158 5,000 6,784 To-

3,111,176 2,665,308 2,697,980 1,109,012

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs. The credit
terms granted to Emperor’s Kitchen for trade purchases ranged from 30 days to 60 days. These amounts are
non-interest bearing. Emperor’s Kitchen has financial risk management policies in place to ensure that all
payables are paid within the credit time frame.

252

500





