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10. FINANCIAL INFORMATION

10.1

Historical consolidated financial information

The following selected historical financial information may not be reflective of our Group’s
actual financial position. Furthermore, such information does not purport to predict the future
financial position of our Group.

Our Company was incorporated on 16 August 2013 as an investment holding company. Our
first statutory audited financial statements are for the financial period ended 31 December
2013 and there are no comparative financial statements in view that we did not have any
financial records prior to the date of our incorporation.

Prior to the Pre-IPO Reorganisation, our Company did not have any business operations.
Pursuant to the Pre-IPO Reorganisation, our Company acquired the 7-Eleven Malaysia
Group and accordingly, the business of the 7-Eleven Malaysia Group became the business of
our Group. Accordingly, save for Section 10.1.2 of this Prospectus which has been derived
from the Reporting Accountants’ letter on our pro forma consolidated financial information as
set out in Section 10.4 of this Prospectus, the selected historical financial information in
Sections 10.1.1 and 10.1.3 of this Prospectus as well as “Management’'s discussion and
analysis of financial condition and results of operations and prospects” as set out in Section
10.2 of this Prospectus has been derived from the Reissued Consolidated Financial
Statements. We are of the view that our Group’s financial statements for the past four years
ended 31 December 2010 to 2013 would not have differed materially from our wholly-owned
subsidiary, 7-Eleven Malaysia's financial statements for the years under review.

For all periods up to and including the year ended 31 December 2011, the audited
consolidated financial statements of 7-Eleven Malaysia was prepared in accordance with
FRS. On 1 January 2012, 7-Eleven Malaysia adopted MFRS and IFRS for the first time to its
financial information as at and for the year ended 30 December 2012. However, for purposes
of our IPO, the audited consolidated financial statements of 7-Eleven Malaysia for the past
four years ended 31 December 2010 to 2013 have been reissued and prepared in
accordance with MFRS and IFRS.

The following selected historical financial information should be read in conjunction with the
“‘Management’s discussion and analysis of financial condition and results of operations and
prospects” as set out in Section 10.2 of this Prospectus together with the Reporting
Accountants’ letter on our pro forma consolidated financial information and the Accountants’
Report together with its accompanying notes as set out in Sections 10.4 and 11 of this
Prospectus respectively.

[The rest of this page has been intentionally left blank]
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10.1.1 Historical consolidated statements of comprehensive income

The following table sets out the consolidated statements of comprehensive income of 7
Eleven Malaysia for the years indicated:

Audited
Year ended 31 December

2010 2011 2012 2013

(RNM°000) (RM’000) (RM’000) (RM’000)

Revenue 1,313,705 1,462,396 1,679,123 1,672,465

Cost of sales (971,225) (1,078,168) (1,153,881) (1,205,364)

Gross profit 342,480 384,228 425,242 467,101

Other operating income 100,008 95,518 99,105 116,608
Selling and distribution

expenses (340,981) (366,537) (394,945) (435,443)

Administrative and other (53,657) (63,742) (63,275) (66,679)

operating expenses

Profit from operations 47,940 49,467 66,127 81,587

Finance costs (7,510 (8,993) (9,554) (8,646)

Profit before tax 40,430 40,474 56,573 72,941

Income tax expense (13,142) (10,329) (16,091) (21,163)

Profit after tax 27,288 30,145 40,482 51,778

Other comprehensive
(expense)fincome:
Items that are or may be
reclassified subsequent to
profit or loss
Net (loss)/gain on available-
for-sale financial assets
- Loss on fair value changes - (1,574) (1,198) -

- Transfer to profit or loss - 1,674 -
upon disposal
- Cumulative loss - 1,098 - -
reclassified to profit or loss
Other comprehensive - (476) 476 -

(expense)/income for the
year, net of tax

Total comprehensive income 27,288 29,669 40,958 51,778
for the year

EBITDA™ 80,384 81,606 99,922 113,433
Gross profit margin (:A)(Z) 26.07 26.27 26.93 27.93
EBITDA margin (%) 6.12 5.58 6.33 6.78
Profit before tax margin (%5)“" 3.08 2.77 3.58 4.36
Profit after tax margin (%)™ 2.08 2.06 2.56 3.10
Basic EPS (RM)® 0.78 0.86 1.16 1.48
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Notes:

1]

2

(3

4)

(%)

(6)

7

The table below sets out a reconciliation of the 7-Eleven Malaysia Group’s profit after tax to EBITDA:

Audited

Year ended 31 December
2010 2011 2012 2013
(RM’'000) {RM’000) (RM’000) (RM’000)
Profit after tax 27,288 30,145 40,482 51,778
Income tax expense 13,142 10,329 16,091 21,163
Profit before tax 40,430 40,474 56,573 72,941
Finance costs 7,510 8,993 9,554 8,646
Depreciation and amortisation 32,444 32,139 33,795 31,847
80,384 81,606 99,922 113,433

EBITDA, as well as the related ratios presented in this Prospectus are supplemental measures of the 7-
Eleven Malaysia Group’s performance and liquidity that are not required by or presented in accordance
with MFRS and IFRS. Furthermore, EBITDA is not a measure of 7-Eleven Malaysia Group’s financial
performance or liquidity under MFRS and IFRS, and should not be considered as an alternative to net
income, operating profit or any other performance measures denved in accordance with MFRS and IFRS
or as an alternative to cash flows from operating activities or as a measure of liquidity. In addition, EBITDA
is not a standardised term, hence a direct companson of EBITDA between companies may not be
possible. Other companies may calculate EBITDA differently from the 7-Eleven Malaysia Group, limiting its
usefulness as a comparative measure.

Computed based on gross profit over revenue.
Computed based on EBITDA over revenue.
Computed based on profit before tax over revenue.
Computed based on profit after tax over revenue.

Computed based on profit after tax over 35,000,000 ordinary shares of RM1.00 each in 7-Eleven Malaysia.

Excludes expenses of RM7.7 million which was incurred by 7-Eleven Malaysia Holdings (which includes
expenses incurred in conjunction with our IPO and Listing of RM7.6 million) as the expenses were
recognised in the Statement of Comprehensive Income of 7-Eleven Malaysia Holdings.

[The rest of this page has been intentionally left blank]
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10.1.2 Pro forma consolidated statement of financial position

Our pro forma consolidated statement of financial position as at 31 December 2013
has been derived from the audited consolidated statement of financial position of 7-
Eleven Malaysia Holdings as at 31 December 2013, after adjustments to reflect the
following fransactions and on the assumption that such transactions were completed
on 31 December 2013:

@) the Pre-IPO Reorganisation; and

(i) our IPO, Listing and the receipt and utilisation by our Group of the estimated
proceeds from our IPO as set out in Section 4.10 of this Prospectus.

The following pro forma consolidated statement of financial position of 7-Eleven
Malaysia Holdings as at 31 December 2013 includes the results of 7-Eleven Malaysia
Holdings from our incorporation on 16 August 2013 to 31 December 2013, which
comprise of expenses amounting to RM7.7 million incurred by 7-Eleven Malaysia
Holdings (which includes expenses incurred in conjunction with our IPO and Listing,

amounting to RM7.6 million).

Pro forma | Pro forma Il
After Pro
forma |, our
As at After the IPO, Listing
31 December Pre-IPO and utilisation
2013  Reorganisation of proceeds
(RM’000) (RM’000) (RM’000)
Non-current assets
Property, plant and equipment - 194,787 194,787
Investment property - 229 229
Other investment - 1 1
Goodwill on consolidation - 596 596
- 195,613 195,613
Current assets
Inventories - 133,025 133,025
Sundry receivables 606 109,312 109,312
Deferred expenditure 1,185 1,195 -
Tax recoverable - 1,364 1,364
Cash and bank balances * 47,840 279,955
1,801 292,736 523,656
Total assets 1,801 488,349 719,269
Equity and liabilities
Equity attributable to equity
holder of the Company
Share capital * 105,200 123,338
Share premium - 1,136,160 1,359,551
(Accumulated loss)/Retained profits (7,877) 31,245 24,762
Reorganisation deficit - )(1,343,248) (1,343,248)
Total shareholders’
(deficit)/equity (7,677) (70,643) 164,403
Non-current liabilities
Provisions - 4,936 4936
Borrowings - 6,005 6,005
Deferred tax liabilities - 8,423 8,423
- 19,364 19,364
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Pro forma | Pro forma ll
After Pro
formal, our
As at After the IPO, Listing
31 December Pre-IPO  and utilisation
2013 Reorganisation of proceeds
(RM’000) (RM’000) (RM’000)
Current liabilities
Provisions - 311 311
Borrowings - 119,592 119,592
Trade payables - 321,949 321,949
Other payables 4134 97,757 93,631
Amount due to a related
corporation 5,344 - -
Taxation - 19 19
9,478 539,628 535,502
Total liabilities 9,478 558,992 554,866
Total equity and liabilities 1,801 488,349 719,269
No. of Shares in issue ('000) A 1,052,000 1,233,385
Net assets/(liabilities) (7,677) (70,643) 164,403
Net assets/(liabilities) per Share
(sen) (38,385,000.00) (6.72) 13.33
Notes:
* Represents RM2.00.
A Represents 20 Shares.

”’ Represents the difference between the carrying value of the investment, being the considsration

paid of RM1,378.2 million, pursuant to the Pre-IPO Reorganisation, and the nominal value of the
ordinary shares of RM1.00 each in 7-Eleven Malaysia acquired of RM35.0 milfion.

Our pro forma consolidated statement of financial position as at 31 December 2013
should be read in conjunction with the Reporting Accountants’ letter on our pro forma
consolidated financial information as set out in Section 10.4 of this Prospectus.

[The rest of this page has been intentionally left blank]
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10.1.3 Historical consolidated statements of cash flows

The following table sets out the consolidated statements of cash flows of 7-Eleven
Malaysia for the years indicated:

Audited
Year ended 31 December
2010 2011 2012 2013
(RM’000) (RM’000) (RW’000) (RW’000)
Cash flows from operating activities

Cash receipts from customers and other
receivables 1,338,201 1,568,858 1,649,122 1,775,043
Cash paid to suppliers and employees (1,256,729) (1,447,529) (1,555,858) (1,554,993)
Cash generated from operations 81,472 121,329 93,264 220,050
Interest paid (7,510) (5,318) (9,554) (8,646)
Tax paid (10,420) (8,683) (17,030) (24,517)
Net cash generated from operating activities 63,542 107,328 66,680 186,887

Cash flows from investing activities
Purchase of property, plant and equipment (19,132) (20,445) (15,317) (41,722)

Purchase of quoted shares 6,618) (2,000)
Purchase of short term investment - - (400) -
Proceeds from disposal of property, plant and

equipment 10 29 94 282

Proceeds from disposal of quoted shares - - 5,846 -

Movement in intercompany balances (8,652) 9,856 (86,309)  "(24,664)
Dividend income received - - - 36
Interest received 821 719 513 569
Net cash used in investing activities (26,953) (16,459) (97,573) (65,499)
Cash flow from financing activities
Dividend paid on ordinary shares (15,000) (12,000) - (117,500)
Proceeds from term loan 8,000 - - -
Proceeds from banker's acceptance 263,633 430,966 427672 576,725
Proceeds from revolving credit 185,800 27,900 - -
Repayment of banker's acceptance (244,628) (431,597) (401,438) (5654,725)
Repayment of revolving credit (205,800) (82,900) - -
Repayment of term loans (1,871) (3,116) (3,143) (2,708)
Repayment of hire purchase and finance lease

liabilities (7.844) (9,081) (7,926) (7.,583)
Net cash (used in)/generated from financing

activities (17,710) (79,828) 15,165 (105,791)
Net increase/(decrease) in cash and cash

equivalents 18,879 11,041 (15,728) 16,597
Cash and cash equivalents at beginning of

year 18,051 36,930 47,971 32,243
Cash and cash equivalents at end of year 36,930 47,971 32,243 47,840

Note:

" Includes an advance of RM5.3 million from 7-Eleven Malaysia to 7-Eleven Malaysia Holdings to
seftle part of the expenses that 7-Eleven Malaysia Holdings had incurred pursuant to our IPO

and Listing.
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10.2

Management’s discussion and analysis of financial condition and results of operations
and prospects

The following discussion and analysis relates to the audited consolidated financial information
of 7-Eleven Malaysia with respect to the four years ended 31 December 2010 to 2013 which
have been derived from the Accountants’ Report as set out in Section 11 of this Prospectus.
You should read such audited consolidated financial information in conjunction with the
Accountants’ Report as set out in Section 11 of this Prospectus. Unless the context otherwise

»u

requires, all references to “our Group”, “our’, “ourselves”, “us” or “we” in relation to the
financial information under discussion refers to the financial information for the 7-Eleven

Malaysia Group.

This discussion and analysis contains forward-looking statements that reflect our current
views with respect to future events and our financial performance. Our actual results may
differ materially from those anticipated in these forward-looking statements as a result of any
number of factors, including those set forth under Risk Factors and Forward-Looking
Statements as set out in Sections 5 and 7.2 of this Prospectus respectively. All references to
“our Board” in Section 10 of this Prospectus are to the Board of 7-Eleven Malaysia Holdings.

10.2.1 Overview

We are the largest convenience store operator in Malaysia in terms number of stores,
with a market share of 82% of the standalone convenience store segment, as of
March 2014 according to the IMR Report. We opened our first convenience store 30
years ago under the “7-Eleven” brand name, and as at the LPD, we and our
franchisees operate a nationwide chain of 1,583 “7-Eleven” convenience stores
throughout Peninsular and East Malaysia serving over 800,000 customers per day
based on the number of transactions recorded. We are the sole operator of “7-
Eleven” convenience stores in Malaysia. We believe that the “7-Eleven” brand name
is one of the most well-established and global brand names which has high brand
awareness and generates trust among consumers. Our relationship with our licensor,
7-Eleven USA, provides us with strong benefits both in terms of brand equity, as well
as operational and merchandising support.

According to the IMR Report, standalone convenience stores in Malaysia grew at a
CAGR of 13% from 2009 through 2013 both in terms of sales and number of stores.
We believe that we are best positioned to capitalise on the continued growth we
expect in the segment.

As at the LPD, we self-operate 1,417 of our stores and our franchisees operate the
remaining 166 stores. We have a well-established presence across all states in
Malaysia. Our stores are commonly located at high pedestrian and vehicle traffic
areas and easily accessible sites such as alongside busy roads, petrol stations,
transportation hubs and shopping centres, with the intention of making it easy and
convenient for customers to visit the stores. Our stores operate 24 hours a day,
seven days a week to maximise convenience for customers, with the exception of 19
stores which are located in shopping malls or light rail transit stations. We plan to
accelerate our store rollout programme going forward and are targeting a total of 600
net new store openings from 2014 to 2016. We opened 150 net new stores in 2013,
and 26 net new stores from 1 January 2014 up to the LPD.

214



| Company No.: 1058531-W |

10. FINANCIAL INFORMATION (Cont’d)

10.2.2

Our merchandising strategy is to offer our customers a wide range of products and
services that cater to their “on-the-go” daily needs. Our stores typically offer a broad
range of food and non-food items, including beverages, confectionaries and snack
foods, household products and publications, perishables and other foods and
tobacco, as well as certain products that are exclusive to our stores, such as our own
fresh foods, proprietary products such as “Slurpee” and “Big Gulp”, and to improve
customer loyalty and increase margins we are developing fast-moving items under
private labels. In addition, many of our stores also offer services that are usually only
available in more specialised retail outlets, such as mobile phone and online gaming
reloads, and we plan to extend our offering of such services to further improve our
offerings to our customers. We also aim to tailor the product mix of our stores to meet
the needs of the types of customers we serve. We believe that our broad range of
products and services provides us with a competitive advantage over other
convenience store operators, and helps to drive customer traffic to our stores.

For the past four years ended 31 December 2010, 2011, 2012 and 2013 we recorded
revenue of RM1,313.7 million, RM1,462.4 million, RM1,579.1 million and RM1,672.5
million respectively, representing a CAGR of 8.4%, and we recorded gross profit of
RM342.5 million, RM384.2 million, RM4252 milion and RM467.1 million
respectively, representing a CAGR of 10.9%.

Significant factors affecting our financial condition and results of operations

Our financial condition and results of operations have been, or we expect will be,
affected by a number of factors, including those set out below:

(i) Expansion of our chain of convenience stores

The number of “7-Eleven” stores that we and our franchisees own and
operate directly affects our sales, costs and profitability. Since the opening of
the first "7-Eleven” store in Malaysia in 1984, the “7-Eleven” chain in
Malaysia has expanded to 1,583 convenience stores as at the LPD.
According to the IMR Report, the penetration rate in terms of number of
convenience stores per million persons in Malaysia trailed behind certain
countries in Asia whereas the retail sales value per person spent at
convenience stores in Malaysia was significantly lower compared to more
developed countries in Asia, which we believe underscores our significant
long-term growth potential in the convenience store segment.

The following table sets out the number of stores that we opened (net of
stores closed) during, and the number of stores we had at the beginning and
end of each of the years indicated, including those operated by our
franchisees.

Year ended 31 December From 1 From 1
January January
2013 up 2014 up

to 10 to the

2010 2011 2012 2013 April 2013 LPD

Stores at beginning of the year 1,403 1,212 1,328 1,407 1,407 1,557
/ period
Stores opened during the year 118 129 84 167 19 29
/ period
Less: Stores closed during the 9 13 5 17 5 3

year / period™"

Stores at end of the year /
period 1,212 1,328 1,407 1,557 1,421 1,583
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(i)

Note:

” A majority of the stores closed because they were either loss-making with no potential

for turnaround or had an expiring tenancy.

The number of our stores increased from 2010 through 2013 as part of our
general strategy of expanding our store network across Malaysia. Our
continued ability to open new stores depends on many factors, with the key
factors being the evolution of our business strategy, our ability to secure
attractive locations, the availability of working capital, our management’s
resources, our ability to find and train suitable staff, our competitors’
presence and plans and general economic conditions. We typically open
fewer stores during the first quarter than at other times during the year due to
the festive periods such as Chinese New Year where many involved in the
store opening process including landlords, contractors, management and
relevant staffs will either be closed for business or away on leave.

As we open and/or franchise “7-Eleven” stores, our revenue, income from
display incentives, which are fees charged to suppliers for reserving
dedicated shelves to display products for sale, income from the rental of
space for ATMs and advertising materials within our stores, and other
income sources, grow due to the increased turnover from more stores and/or
increased rentable area. Similarly, many of our costs and expenses, such as
our cost of goods, staff costs, rental costs, store utilities, insurance, royalties
payable to 7-Eleven USA and CDC expenses increase as we operate a
larger number of stores and due to higher turnover of merchandise and
additional requirements on our distribution network.

The increased scale of our operations allows us to improve our margins, in
part through increased economies of scale, for example, through our ability
to secure more favourable terms from our suppliers as we have more relative
bargaining power and through the increased efficiency of our distribution
network.

Product and services mix

We offer an extensive range of products and services at our stores, including
fresh foods such as donuts, croissants and pies, proprietary products such
as “Slurpee” and “Big Gulp”, and in-store services, such as mobile phone and
online gaming reloads, fax, photocopying and ATM machines. We strive to
respond to the needs and tastes of our customers by optimising the range of
products and services we offer in order to attract and maintain a large pool of
customers. Changes in our product and services mix we offer can impact our
revenue and gross profit margin as the gross profit margins may vary
significantly across different categories and variety of products. Our highest-
margin products are typically proprietary products such as “Slurpee” and "Big
Gulp” as well as fresh foods and in-store services, particularly mobile phone
and online gaming reloads, which form the substantial majority of our in-store
services. We effectively earn 100% gross profit margin on commission
income on mobile phone and online gaming reloads as we have negligible
cost of sales associated with them. Conversely, our lowest-margin products
are tobacco products. We have strived in the last four years to increase our
sales of high-margin products and services in order to drive growth in our
sales and, ultimately, our profit margins.
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The following chart sets out our revenue by product type, as well as revenue
by product type as a percentage of total revenue, net of rental income, for the
years indicated:
Revenue by product type (RM'000)
1,800,000 a ' Commission 57,403 -
Commission 50,442 8.4%)
(3.2%)
1,600,000 Commission 43,110
(2.9%)
Commission 36,629
1,400,000 2.8%)
1,200,000 +-NOL:
1,000,000
800,000 -
600,000 -
400,000
Totjacco 474}436 19 a(g?sf/?’)o 386 (35.9%) (35.8%)
200,000 (36.1%) =
0
2010 2011 2012 2013
Note:
* Food and beverages consist of items such as confectionaries and snack foods,

perishables, food services including sandwiches, fresh brew coffee and bakery items,
and alcoholic and non-alcoholic beverages. Non-food and media consist of jtems such
as household products, newspapers, magazines and personal care products.

[The rest of this page has been intentionally left blank]
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The following chart sets out our gross profit net of rental income, adjustments
and trade rebates and incentives, by product type as well as our gross profit
net of rental income, adjustments and trade rebates and incentives by
product type as a percentage of gross profit, for the years indicated:

Gross profit (net of rental, adjustments, trade rebates and
incentives ) by product type (RM'000)(")

Commission 57,403
(13.0%)

Commission 50,442

commission 43,110

Commission 36,629

(11%

hacco 43,163 Tobacco 43,728 Tobacco 47, 3000057’ 03
(13.1%) T a1.9%) (11.8%) (12.9%) %
2010 2011 2012 2013
Notes:
" Rental income from our subsidiary, 7 Properties, was RMO0.2 million for each of the

years ended 31 December 2010, 2011, 2012 and 2013. During the years ended 31
December 2010, 2011, 2012 and 2013, trade rebates and incentives and adjustments
accounted for 4.3%, 4.7%, 4.8% and 4.6% of our gross profit, respectively.

* Food and beverages consist of items such as confectionaries and snack foods,
perishables, food services including sandwiches, fresh brew coffee and bakery items,
and alcoholic and non-alcoholic beverages. Non-food and media consist of items such
as household products, newspapers, magazines and personal care products.
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Historically, tobacco products have been our highest-revenue products, but
they are our lowest-margin products. As part of our continual efforts to review
our product mix and provide expanded value and choice to our customers, a
key part of our strategy is to increasingly focus on offerings of non-tobacco
products which comprise of non-food, media, and food and beverages.
Correspondingly, while tobacco products are still our highestrevenue
products, our revenue from tobacco as a percentage of our total revenue
began decreasing in 2012 as compared to 2011, a trend that continued into
2013. Similarly, given our increasing focus on providing in-store services,
particularly mobile phone and online gaming reloads, our sales of in-store
services as a percentage of our total sales increased every year since 2010.
By adjusting our product mix towards commissions and non-tobacco
products which comprise of non-food, media, and food and beverages, we
have achieved increased gross profit margins every year since 2010.

(i) Store sales
The following chart sets out our revenue, net of rental income for the years

indicated for the stores existing before 2010 and stores opened during 2010,
2011, 2012 and 2013:

Revenue (net of rental income) by year stores opened (RM'000)

1,800,000 54,818(3.3%)
31,448(2.0%) (167 stores)
1,600,000 - (84 sfores)
58,638 (4.0%) = . g
1,400,000 i g R os)
,400, 38547(2.9%) 107,764 (7.4%) 7119114 (7.5%) :
(118 stores) 118 stores, (118 stores 125,412 (7.5%)
M ! (118 stores)
1,200,000 B —
1,000,000 _ B ——
800,000 | —_— ——
1,274,982 (97.1%) 1,295,758 (88.6%) 1,302,004 (82.5%) 1275732 (76.3%)
600,000 +———1,103stores)——— (1,094 stores).._.. . (1,087stores] (1,073 stores)-———

400,000 e T e ———— T

200,000 T T e [ T T

2010 2011 2012 2013

r18tores existing before 2010 " Stores opened during 2010 # Stores opened during 2011
H Stores opened during 2012 RStores opened during 2013

Note:
The number of stores in the chart above includes stores which were closed but had contributed

to the revenue (net of rental income) of our Group during the respective year, the details of which
are set out in Section 10.2.2(j) of this Prospectus.
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Qur revenue increased by RM358.8 million, or 27.3%, from 2010 to 2013.
Revenue from 498 stores that opened during or after 2010 increased by
RM356.8 million as compared to an increase of RM1.9 million from stores
that existed before the start of 2010. This indicates that the majority of our
revenue growth since 2010 is attributable to the growth in our network of
stores. Similarly, the relatively low growth in revenue from our stores existing
prior to 2010 indicates that the maturation of our new stores had largely
driven our same-store sales growth since 2010.

Generally, our new stores experience increasing turnover during their first
three years in operation as they gain customer awareness and capture an
increasing share of the retail traffic in the area. We generally consider a store
“mature” after an initial three-year growth phase. The following table sets out
the average sales per store per day for the past four years ended 31
December 2010 to 2013 for stores opened during the relevant financial year
(“Year 1 Stores”), stores which have been in operation over two financial
years (“Year 2 Stores”) and stores which have been in operation over at
least three financial years (“Year 3 and Above Stores”):

Year ended 31 December
2010 2011 2012 2013
(RM) (%) (RM) (%) (RM) (%) (RM) (%)

Year 3 and 3,236 1000 3275 100.0 3,246 1000 3,232 100.0
Above
Stores

Year 2 2668 24 2495 762 2675 Vs24 2643 V818
Stores

Year 1 2156 6 2,369 723 2297 708 2,078 64.3
Stores

Note:

m Computed based on average sales per store per day of Year 1 Stores and Year 2

Stores respectively to average sales per store per day of Year 3 and Above Stores.

The above table has been shown for better understanding of our average
sales per store per day for the same set of stores as they mature. The
relevant comparison to make would be to compare average sales per store
per day for Year 1 Stores with average sales per store per day for Year 2
Stores in the following year and also how that compares with more
established Year 3 and Above Stores. For example, average sales per store
per day of RM2,156 for Year 1 Stores in 2010 increased to RM2,495, or
15.7% in 2011 (where the Year 2 Stores in 2011 comprise of the Year 1
Stores in 2010) and further increased to RM3,246, or 30.1% in 2012 (where
the Year 3 and Above Stores in 2012 comprise of the Year 2 Stores in 2011).

Comparisons of average sales per store per day between each year for Year
1 Stores, Year 2 Stores or Year 3 and Above Stores are not meaningful
given that the underlying stores differ for each of the respective year. In other
words, the average sales per store per day for Year 1 Stores, Year 2 Stores
and Year 3 and Above Stores are not comparable year-on-year. The set of
Year 1 Stores in a given year is different than the set of Year 1 Stores in the
following year. Similarly, the set of Year 2 Stores in a given year is different
than the set of Year 2 Stores in the following year and the set of Year 3 and
Above Stores in a given year is different than the set of Year 3 and Above
Stores in the following year.
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Average sales per store per day for a particular store is determined by a
variety of underlying factors such as store location, clusters (such as
colleges, commercial, hospitals, residential, industrial and tourist areas),
customer demographics, the degree of local competition, among others. As a
result, given that the set of stores are different year-on-year, there would be
fluctuations in average sales per store per day between Year 1 Stores or
Year 2 Stores year-on-year and therefore, it would not be meaningful to
attempt to draw comparisons or trends between the years.

Our sales per store per day from Year 1 Stores decreased from RM2,297 in
2012 to RM2,078 in 2013 primarily because in 2013, we opened relatively
more stores outside of the Klang Valley, and in particular in the east coast of
Peninsular Malaysia, where our sales, as well as our cost, being rental rates,
tend to be lower than our stores located in the Klang Valley. Given the lower
rental rates, these stores can be more profitable than our stores in the Klang
Valley despite lower sales.

Our same-store sales growth directly affects our revenue and gross profit.
Same-store sales growth for a particular period, which allows us to measure
revenue growth in our existing stores as opposed to new stores, is the
revenue from stores opened before the start of the prior year divided by the
revenue from those same stores in the corresponding period in the prior
year. Same-store sales growth allows us to increase our revenue while
maintaining a relatively steady fixed-cost base, such as staff costs, rental
costs, store utilities expenses and CDC expenses, thereby increasing our
operating margins.

The following table sets out our same-store sales growth for the years
indicated:

Year ended 31 December
2010 2011 2012 2013

Same-store sales growth (%)"" 34 2.2 16 (¢.1)

Note:

1 Computed based on the revenue of stores in operation for the current year divided by

the revenue of those same stores for the preceding year.

Our same-store sales growth in 2010 of 3.4% was attributable to the large
number of store openings in 2008, many of which were still in their initial
three-year growth phase in 2010, together with the recovery of the retail
industry in 2010 from the global financial crisis in 2009, which provided our
stores with strong growth.

Our same-store sales growth decreased to 2.2% in 2011 largely due to
strong growth in 2010, which set a relatively high bar for our 2011 sales, and
fewer store openings in 2009 as compared to 2008, which translated into
fewer stores in their initial three-year growth phase in 2011 as compared to
2010.

Our same-store sales growth decreased from 2.2% in 2011 to 1.6% in 2012
primarily due to relatively poor performance in the fourth quarter of 2012. The
lower same-store sales growth in the fourth quarter of 2012 was partially due
to the decrease in customers per day at our stores. We believe that the
decrease in our same-store sales growth and customers per day in the fourth
quarter of 2012 was due to economic factors that had slowed the growth of
the Malaysian consumer spending in the fourth quarter of 2012 and
continued into the first quarter of 2013.
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Our same-store sales growth decreased from 1.6% in 2012 to -0.1% in 2013
primarily due to stores that we closed as part of our refurbishment
programme (as explained in Section 7.2.2(v) of this Prospectus) which we
commenced in September 2013 and a relatively poor first quarter of 2013
which we believe was due to economic factors that had slowed the growth of
the Malaysian consumer spending in the fourth quarter of 2012 and
continued into the first quarter of 2013. We undertook refurbishments of 71
stores in 2013, of which 57 were part of the refurbishment programme that
commenced in September 2013 (with 17 stores refurbished in September
2013 and 40 stores refurbished in the fourth quarter of 2013) and 14 stores
refurbished in the first eight months of 2013 (which were not part of the
refurbishment programme), primarily to repair and/or replace old equipment.
We focused our refurbishment programme on many of our top performing
stores in our effort to increase sales further at these stores. Prior to
September 2013, we did not engage in any refurbishment programme but
undertook only ad-hoc repairs and/or replacement of old equipment. Given
the ad-hoc nature of these repairs prior to September 2013, which on
average required stores to be closed for a shorter period than the stores
closed as part of our refurbishment programme the impact of such repairs on
our same-store sales was negligible.

Excluding the 71 stores that we had refurbished in 2013, our same-store
sales growth in 2013 would have been 1.1%. Going forward, in order to
minimise loss of sales due to store closures, as a consequence of our store
refurbishment programme we intend to keep our stores open during the
refurbishment process, to the extent possible.

Once matured, stores can experience same-store sales growth due to the
increase in the number of transactions at the store and/or increases in the
average size of each transaction. The number of transactions at a store
depends primarily upon its traffic, location and surrounding demographics,
product mix, maturity, quality of management and extent of renovation and
redecoration. The average value of each transaction varies significantly
across different categories and variety of products due to supply and demand
factors, inflation, competition and purchase price. We make continual
adjustments to our product and services mix to adapt to changing consumer
preferences and trends.

The following table sets out our sales per store per day, customers per store
per day and average transaction size for the years indicated:

Year ended 31 December

2010 2011 2012 2013
Sales per store per day (RM)"" 3,140 3,151 3,161 3,132
Customers per store per day® 610 598 600 589
Average transaction size (RM)™! 5.15 5.27 527 5.32

Notes:

" Computed based on total revenue less rental revenue divided by the cumulative
number of days stores are opened.

@ Computed based on total number of customers (based on the number of transactions
recorded) divided by the cumulative number of days stores are opened.

@ Computed based on sales per store per day divided by customers per store per day.
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(iv)

v)

Our sales per store per day experienced slight increases of 0.3% and 0.3%
from 2010 to 2011 and from 2011 to 2012, respectively, and a decrease of
0.9% from 2012 to 2013. Qur customers per store per day fluctuated
between 589 and 610 during the period under review, averaging 599 over the
said period. Our average transaction size increased from RM5.15 in 2010 to
RM5.32 in 2013, representing an increase of 3.3% over the said period. The
decrease in sales per store per day and customers per store per day in 2013
as compared to 2012 was primarily due to an acceleration in the opening of
new stores from 79 net new stores in 2012 to 150 net new stores in 2013.
Generally, our new stores are relatively immature when they initially open
and they experience increase in turnover during their first three years in
operation as they gain customer awareness and capture an increasing share
of the retail traffic in the area.

Employee expenses

We operate a labour-intensive business and consequently, our empioyee
expenses directly affect our results of operations. Our employee expenses,
which relate both to our store staff cosis as weil as our office and
administrative staff costs, include, among others, wages, salaries and other
allowances, employees provident fund contributions and employee social
security contributions.

We determine employee salaries depending on the experience, position and
grade of our employees. We pay new employees in accordance with the
Malaysian statutory minimum wage, which increased in December 2012 from
RM750 per month to RM900 per month in Peninsular Malaysia and from
RM700 per month to RM800 per month in East Malaysia. In addition to
salaries and incentive-based pay, we also incur ancillary expenses relating to
the recruitment and training of employees.

For the past four years ended 31 December 2010, 2011, 2012 and 2013, our
employee expenses were RM160.0 million, RM167.5 million, RM182.1
million and RM207.4 million, respectively, which represent 12.2%, 11.5%,
11.5% and 12.4% of revenue respectively.

Store utilities expenses

As a convenience store operator, all of our stores operate 24 hours a day,
seven days a week, with the exception of 19 stores in malis and other
locations that are not open 24 hours a day. As we have a substantial number
of stores and almost all of these are open 24 hours a day, we incur
substantial store utilities expenses. After cost of goods sold and emplioyee
expenses, store utilities expenses are our biggest expenses, and changes in
utility rates directly affect our profit from operations.

[The rest of this page has been intentionally left blank]
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(vi)

The rates we pay for our store utilities are highly regulated and depend on a
variety of factors, including natural gas, oil and coal prices and prevailing
government policies. In June 2011, the Malaysian government increased the
price of natural gas to the power sector and in response to which power
companies increased electricity rates, resulting in an 8.3% increase in our
electricity tariffs. Moreover, the Malaysian Government's stated intention is to
reform subsidies across a number of products and services, including
electricity. Pursuant to an announcement by the Malaysian Government on 2
December 2013, the average electricity tariff in Peninsular Malaysia
increased on 1 January 2014. Accordingly, the effects of the tariff increase
are not reflected in our audited consolidated financial information included in
this Prospectus. The tariff increase for commercial usage ranges from 10.6%
to 18.4%, depending on the voltage, timing and amount of electricity used.
For our usage, the tariff increase was approximately 17%. Assuming our
consumption of electricity remains the same, our total electricity cost should
increase accordingly (in addition to increases due to other factors, such as
the opening of new stores).

We attempt to mitigate the effects of cost increases either through increased
efficiency to offset the increases or, when that is not possible, by passing
costs onto customers and/or suppliers. For instance, we are undertaking
efforts to improve energy efficiency at our stores in an effort to mitigate the
impact of the electricity tariff increase. Although we attempt to contain our
cost increases or pass such cost increases to our customers and/or
suppliers, there is no guarantee that we will be able to do so in the future.

For the past four years ended 31 December 2010, 2011, 2012 and 2013, our
store utilities expenses at stores were RM59.4 million, RM63.9 million,
RM71.2 million and RM75.7 million, respectively, which represent 4.5%,
4.4%, 4.5% and 4.5% of revenue respectively.

Rental rates

Our business is real-estate intensive and requires us to own or tenant the
property where our stores are located. As at the LPD, we and our
franchisees operate 1,562 of the stores on tenanted properties and we own
the remaining 21 properties. Because of the number of stores that we tenant,
rental rates significantly affect our expenses. We typically have tenancies
that carry three-year terms and are renewable at our option for up to four
additional three-year terms, with rental rates generally fixed over each three-
year term and subject to adjustment at the end of each three-year term upon
renewal. These rental rates may be adjusted depending on prevailing
conditions in the Malaysian property market at the time of renewal, subject to
applicable maximum increases agreed to under the tenancy. With its
increasing affluence and urbanisation, Malaysia has experienced a steady
increase In rental rates in recent years.

For the past four years ended 31 December 2010, 2011, 2012 and 2013, our
store rental expenses were RM48.8 million, RM54.4 million, RM60.7 million
and RM66.8 million, respectively which represent 3.7%, 3.7%, 3.8% and
4.0% of revenue respectively.
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(vii)  General Malaysian economic and retail market conditions

All of our stores are located in Malaysia, and consequently our business
depends, and we believe will continue to depend on Malaysian consumer
spending and the general state of the Malaysian economy. Demand for, and
prevailing prices of, convenience store products relate directly to the strength
of the Malaysian economy, including overall growth levels. According to the
IMR Report, Malaysia’s real gross domestic product grew at a CAGR of 5.7%
between 2009 and 2013 with growth recorded every year during this period
with the exception of 2009, when the economy contracted by 1.5% due to the
global economic downturn. In 2012, resilient domestic demand drove growth
of 5.6%, despite the weak external environment. In 2013, the Malaysian
economy grew by 4.7% driven by domestic demand, underpinned by steady
private sector spending in both consumption and investment activities. While
domestic demand in Malaysia has remained strong during the first and
second quarter of 2013, the prolonged weakness in the external sector has
affected the overall growth performance of the economy, which resulted to an
expansion by 4.1% and 4.4% respectively. In the second half of 2013,
exports showed improvements and coupled with the stable domestic
demand, the Malaysian economy was boosted with growth recorded at 5.0%
and 5.1% in the third and fourth quarter of 2013 respectively. The economic
conditions in Malaysia, as reflected by the leve! of disposable income of the
Malaysian population in particular, has a significant impact on our results of
operations.

In addition to dependence on the Malaysian economy generally, our
business depends on the condition of the Malaysian retail sector specifically.
According to the IMR Report, standalone convenience retailing in Malaysia
grew at a CAGR of 13% from 2009 through 2013 both in terms of sales and
number of stores. Driving this expansion is a growing Malaysian population
that is relatively young and increasingly affluent and urban. These are all key
demographics of convenience stores, which target the convenience, rather
than price oriented shoppers. General demographic trends in Malaysia and
the expansion of the retail sector significantly impacts our results of
operations.

10.2.3 Critical accounting estimates and judgements

The preparation of our financial statements in accordance with MFRS and IFRS
requires management to make judgments, estimates and assumptions that affect the
reported amounts of revenue, expenses, assets and liabilities, and the disclosure of
contingent liabilities at the reporting date. However, uncertainty about these
assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amount of the asset or liability affected in the future.

10.2.3.1Judgments made in applying accounting policies
In the process of applying our accounting policies, management has made
the following judgments, apart from those involving estimations, which have

the most significant effect on the amounts recognised in our financial
statements.
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(i)

(ii)

Classification between investment properties and property,
plant and equipment

We classify property between investment properties and property,
plant and equipment. Investment property is property we hold to earn
rental income or for capital appreciation or both. Some properties
comprise a portion that is held to earn rental income or for capital
appreciation and another portion that is held for use in the production
or supply of goods or services or for administrative purposes. If these
portions can be sold separately (or leased separately under a
finance lease), we account for the portions separately. If the portions
cannot be sold separately, the property is an investment property
only if an insignificant portion is held for use in the production or
supply of goods or services or for administrative purposes. Judgment
is made on an individual property basis to determine whether
ancillary services are so significant that a property does not qualify
as investment property.

Impairment of available-for-sale investments

We recognise financial assets in the statements of financial position
when, and only when, we become a party to the contractual
provisions of the financial instrument. When we initially recognise
financial assets, we measure them at fair value plus, in the case of
financial assets not at fair value through profit or loss, directly
attributable transaction costs. We determine the classification of our
financial assets between loans and receivables and available-for-
sale financial assets at initial recognition. Available-for-sale financial
assets are financial assets that are designated as available for sale
or are not classified as financial assets at fair value through profit or
loss, loans and receivables or held-to-maturity investments. After
initial recognition, we measure available-for-sale assets at fair value.
We review our investments in equity instruments, which are
classified as available-for-sale investments at each reporting date to
assess whether they are impaired. We record impairment charges
when there is a significant or prolonged decline in the fair value
below their cost. The determination of what is “significant” or
“prolonged” requires judgment. In making this judgment, we
evaluate, among other factors, historical share price movements and
the duration and extent to which the fair value of an investment is
less than its cost.

[The rest of this page has been intentionally left blank]
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10.2.3.2 Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the reporting date that have a significant risk of
causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below:

(i)

Depreciation of property, plant and equipment

We initially record all items of property, plant and equipment at cost.
Subsequent to recognition, we state all items of property plant and
equipment, except for freehold land, at cost less accumulated
depreciation and any accumulated impairment losses. We depreciate
and amortise property, plant and equipment on a straight-line basis
over their useful lives based on our estimates of the period over
which the assets will generate revenue (not to exceed any lease
terms plus options, for leased property). We estimate the useful lives
of assets based on historical experience with similar assets, taking
into account anticipated technological or other changes. The
principal annual rates of depreciation we use are:

Buildings . 50 years or the duration of the lease,
whichever is shorter

Long-term  leasehold : Over the duration of the lease of 99
land years

Equipment o 15%

Computer equipment © 15% to 20%

Motor vehicles ;o 20%

Furniture, fitting and : 10% or the duration of the lease,
renovation whichever is shorter

We do not depreciate freehold land, as it has an unlimited useful life,
nor do we depreciate capital work-in-progress, as these assets are
not available for use.

We periodically review these useful lives relative to physical factors,
economic factors and industry trends. If there are changes in the
planned use of property, plant and equipment, or if technological
changes occur more rapidly than anticipated, the useful lives we
assign to these assets may need to be shortened, resulting in the
recognition of increased depreciation and amortisation expenses or
write-offs in future periods.
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(i)

(iif)

(iv)

Impairment of goodwill

We initially measure goodwill at cost. Following initial recognition, we
measure goodwill at cost less accumulated impairment losses. We
measure whether goodwill is impaired at least on an annual basis
whenever there is an indication that a cash-generating unit may be
impaired, by comparing the carrying amount of the cash-generating
unit, including the allocated goodwill, with the recoverable amount of
the cash-generating unit. Where the recoverable amount of the cash-
generating unit is less than the carrying amount, we recognise an
impairment loss in profit or loss. We do not reverse in subsequent
periods impairment losses recognised for goodwill. For the purposes
of impairment testing, we allocate goodwill acquired, from the
acquisition date, to each of our cash-generating units that we expect
to benefit from the synergies of the combination. This requires an
estimation of the value-in-use of the cash-generating units to which
we allocate goodwill. Estimating a “value-in-use” amount requires us
to make an estimate of our expected future cash flows from the
cash-generating unit and also to choose a suitable discount rate in
order to calculate the present value of those cash flows.

Impairment of loans and receivables

We assess at each reporting date whether there is any objective
evidence that a financial asset is impaired. To determine whether
there is objective evidence of impairment, we consider factors such
as the probability of insolvency or significant financial difficulties of
the debtor and default or significant delay in payments. For example,
objective evidence of impairment for a portfolio of receivables could
include our past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average
credit period and observable changes in national or local economic
conditions that correlate with default on receivables. Where there is
objective evidence of impairment, we measure the amount of
impairment loss as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
discounted at the asset's original effective interest rate and
recognise the impairment loss in profit or loss. We estimate the
amount and timing of future cash flows of our loans and receivables
based on past experience of cash flows received.

Provisions
(a) Provisions for restoration costs

We lease convenience stores under operating leases.
Where the operating leases require us to remove leasehold
improvements at the end of the lease term, we provide for an
estimation of restoration costs expense at the inception date
of the lease. Estimating restoration costs involves subjective
assumptions regarding both the amount and timing of actual
future restoration costs, which could differ significantly from
our initial estimate.
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V)

(b)

(c)

Provision for incentives and rebates

We receive incentives and rebates from suppliers for various
programmes, primarily volume incentives, display and
promotional incentives, prompt payment discounts and
warehouse allowances. We recognise certain provision for
incentives and rebates in profit or loss based on terms and
rates in trade agreements entered into with suppliers.
Estimating incentives and rebates that we receive from
suppliers involves subjective assumptions such as volumes
of purchases, payment timing, the scope and length of
vendors' and our own promotional campaigns, the amount of
signage, banners and other space rented out to vendors and
the amount of display incentives that vendors will pay for
preferential or prominent displays.

Provision for inventory losses

Food and certain health and beauty aid products that we
carry are perishable and carry expiry dates. We write-off
such products that remain unsold or expire in the event such
products are not returnable. We estimate provisions for
inventory losses based on the best available facts and
circumstances. We re-evaluate and adjust the provision as
we receive additional information that affects the estimated
amounts.

Litigation accruals

From time to time, we are subject to proceedings, lawsuits and other
claims related to suppliers and others. We assess the likelihood of
any adverse judgments or outcomes to these matters as well as
potential ranges of probable losses. We make a determination of the
amount of accrual required, if any, for these contingencies after
careful analysis of each matter. The required accrual may change in

the future due to new developments in each matter or changes in our

approach, such as settlement strategy, in dealing with these matters.
Please refer to Section 10.2.5(ix) of this Prospectus for further
information on our contingent liabilities.

[The rest of this page has been intentionally left blank]
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Our revenue from merchandise sales increased by 11.1% from 2010
to 2011 primarily due to the growth in our number of stores by 9.6%
and a 2.2% increase in our same-store sales. Our revenue from
merchandise sales increased by 7.7% from 2011 to 2012 primarily
due to the growth in our number of stores by 5.9%, and a 1.6%
increase in our same-store sales. Our revenue from merchandise
sales increased by 5.7% from 2012 to 2013 primarily due to the
growth in our number of stores by 10.7% but was partially offset by a
-0.1% same-store sales growth.

Our same-store sales growth in 2011 and 2012 was largely due to
the increasing maturity profile of our stores as, on average, more
mature stores experience higher sales than less mature stores. Our
same-store sales growth decreased from 1.6% in 2012 to -0.1% in
2013 primarily due to stores that we close as part of our store
refurbishment programme (as explained in Section 7.2.2(v) of this
Prospectus) which we commenced in September 2013 and a
relatively poor first quarter of 2013 which we believe was due to
economic factors that had slowed the growth of the Malaysian
consumer spending in the fourth quarter of 2012 and continued into
the first quarter of 2013. We undertook refurbishments of 71 stores in
2013, of which 57 were part of the refurbishment programme that
commenced in September 2013 (with 17 stores refurbished in
September 2013 and 40 stores refurbished in the fourth quarter of
2013) and 14 stores of which were refurbished in the first eight
months of 2013 (which were not part of the refurbishment
programme), primarily to repair and/or replace old equipment. We
focused our refurbishment programme on many of our top
performing stores, in our effort to increase sales further at these
stores. Prior to September 2013, we did not engage in any
refurbishment programme but undertook only ad-hoc repairs and/or
replacement of old equipment. Given the ad-hoc nature of these
repairs prior to September 2013, which on average required stores to
be closed for a shorter period than the stores closed as part of our
refurbishment programme the impact of such repairs on our same-
store sales was negligible. Excluding the 71 stores that we had
refurbished in 2013, our same-store sales growth in 2013 would
have been 1.1%. Going forward, in order to minimise loss of sales
due to store closures, as a consequence of our store refurbishment
programme we intend to keep our stores open during the
refurbishment process, to the extent possible.

Our revenue increased by RM358.8 million, or 27.3%, from 2010 to
2013. Revenue from 498 stores that opened during or after 2010
increased by RM356.8 million as compared to an increase of RM1.9
million from stores that existed before the start of 2010. This
indicates that the majority of our revenue growth since 2010 is
attributable to the growth in our network of stores. Similarly, the
relatively low growth in revenue from our stores existing prior to 2010
indicates that the maturation of our new stores has largely driven our
same store sales growth since 2010.

Our revenue from commissions on our in-store services increased
for each period primarily due to the growth in our number of stores
and growth in our sale of mobile phone and online gaming reloads,
which form the substantial majority of our in-store services.
Increased revenue from commissions accounted for 4.4%, 6.3% and
7.5% of our overall revenue growth from 2010 to 2011, 2011 to 2012
and 2012 to 2013 respectively.
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10. FINANCIAL INFORMATION (Cont’d)

(b)

78.0%
77.5%
77.0%
76.5%
76.0%
75.5%
75.0%
74.5%
74.0%

Cost of sales

Our cost of sales consists of the cost of merchandise that we
purchase from our suppliers, net of applicable rebates that we
receive from our suppliers, less the net increase in inventory for the
year. We incur negligible cost of sales on our commission revenue
and rental income. For the past four years ended 31 December
2010, 2011, 2012 and 2013, our cost of sales were RM971.2 miillion,
RM1,078.2 milion, RM1,153.9 million and RM1,205.4 million,
respectively.

The following graph shows our merchandise cost of sales as a

percentage of merchandise revenue for the years indicated:

Merchandise cost of sales as a percentage of
merchandise revenue

el 780%

\ 74.6%

2010 2011 2012 2013

Our merchandise cost of sales as a percentage of merchandise
revenue remained relatively steady from 2010 to 2011. Our
merchandise cost of sales as a percentage of merchandise revenue
declined from 2011 to 2013 primarily due to the increase of our
offerings of non-tobacco products since tobacco products are our
lowest-margin products, and consequently, any relative shift in our
product mix away from tobacco products would increase our margins
on merchandise sales.

Our cost of sales increased by RM106.9 million, or 11.0%, from
RM971.2 million in 2010 to RM1,078.2 million in 2011. The increase
was primarily due to the growth in our number of stores by 116 net
new stores, or 9.6%, from 1,212 stores in 2010 to 1,328 in 2011, and
our corresponding inventory costs at these new stores, as well as
continued same-store sales growth and corresponding inventory
costs on the sales.

Our cost of sales increased by RM75.7 million, or 7.0%, from
RM1,078.2 million in 2011 to RM1,153.9 million in 2012. The
increase was primarily due to the growth in our number of stores by
79 net new stores, or 5.9%, from 1,328 in 2011 to 1,407 in 2012 and
corresponding inventory costs at these stores, as well as continued
same-store sales growth and corresponding inventory costs on the
sales.
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Gross profit
Merchandise sales
Commissions
Rental income

Total

Our cost of sales increased by RM51.5 million, or 4.5%, from
RM1,1563.9 million in 2012 to RM1,205.4 million in 2013. The
increase was primarily due to the growth in our number of stores by
150 net new stores, or 10.7%, from 1,407 stores in 2012 to 1,557
stores in 2013, and corresponding inventory costs for these stores.
The growth in our cost of sales was not in line with the growth in our
number of stores primarily due to the acceleration as well as timing
of the opening of the new stores during the financial year. As stores
were opened throughout the financial year, the corresponding cost of
sales for the said stores is only recorded for the period in which they
operate during the financial year.

In addition, our stores typically take three years to mature and as
such new stores in a given year have lower sales per store and
hence, lower cost of sales per store than existing older stores. This
combined with the timing impact of the store openings, resulted in
lower growth in cost of sales as compared to growth in number of
stores.

(c) Gross profit and gross profit margin
The following table sets out the breakdown of our gross profit and
gross profit margin by activities for the years indicated:
Year ended 31 December
2010 2011 2012 2013
(RM°000) % (RM’000) % (RM’000) % (RM’000) %

305,675 89.3 340,882 88.7 374,563 88.1 409,449 87.7

36,629 10.7 43,110 11.2 50,442 11.9 57,403 123

176 0.0 236 0.1 237 0.0 249 0.0

342,480 100.0 384,228 100.0 425,242 100.0 467,101 100.0

Gross profit margin (net of rental income) (%)""’

Merchandise sales
Commissions®

Overall (%)!"

- 239 - 240 - 245 - 254
- 100.0 - 100.0 - 100.0 - 100.0
- 26.1 - 26.3 - 26.9 - 279

Notes:

" Computed based on gross profit (net of rental income) over revenue (net of

rental income).

@ Negligible cost of sales.
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7-Eleven
Malaysia

CSSSB

7 Properties

Total

Our overall gross profit margin has increased in each year since
2010 largely due to our strategy to increasingly focus on commission
revenue and offerings of non-tobacco products, as described in
Section 10.2.2(ii) of this Prospectus. In particular, the increase in our
revenue from commissions on our in-store services, particularly
mobile phone and online gaming reloads, has helped drive the
increase in our overall gross profit margins, as we incur negligible
cost of sales on mobile phone and online gaming reloads and thus
have 100% gross profit on commission income on mobile phone and
online gaming reloads. Similarly, from 2011 onwards, the decrease
in our revenue from the sale of tobacco products as a percentage of
our overall revenue has helped increase our margins on
merchandise sales, as tobacco products are our lowest margin
products, and consequently, any relative shift in our product mix
away from tobacco products would increase our margins on
merchandise sales. An increase in profit margins within product
categories also contributed to the increased profit margins from 2010
to 2013.

In particular, our gross profit from commissions as a percentage of
overall gross profit has increased in each year, and was 10.7% in
2010, 11.2% in 2011, 11.9% in 2012 and 12.3% in 2013. The
increase reflects our continued strategy of focusing on the provision
of in-store services, particularly mobile phone and online gaming
reloads, to drive commission revenue. We intend to continue with
this strategy, an example of which is our enhanced strategic
relationship with MOL, which we entered into in September 2013, the
details of which are set out in Section 7.2.2(ijii) of this Prospectus.

The following table sets out the breakdown of our gross profit and
the gross profit of our subsidiaries on a standalone basis for the
years indicated:

Audited
Year ended 31 December
2010 2011 2012 2013
{RM’000) % (RM’000) % (RM’000) % {(RM’000) %
335,731 98.0 376,501 98.0 416,101 97.9 457,169 97.9
6,573 1.9 7,491 1.9 8,905 2.1 9,683 2.1
176 0.1 236 0.1 237 0.0 249 0.0

342,480 100.0 384,228 100.0 425,243 100.0 467,101 100.0
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10. FINANCIAL INFORMATION (Cont’d)

Our other operating income consists primarily of display incentives,
interest income, CDC rebates received from suppliers, promotions,
space rental in our stores, non-refundable fees from our franchisees
and income from the renting out of properties by our Group other
than those owned by 7 Properties. Rental income from our
subsidiary 7 Properties, whose business consists of renting out real
estate, is recognised under revenue. We collect display incentives
from suppliers for reserving dedicated shelves to display products for
sale. We earn interest income primarily on our advances to our
holding companies, which earn interest at a rate equivalent to the
weighted average interest rate on our borrowings over the five years
prior to the time we make the advance plus a small margin, and our
interest rate on our advances to our holding companies was 5.8% for
each of the past four years ended 31 December 2010 to 2013. We
earn promotion income from suppliers that pay us for promoting their
products. All amounts owing by BRetail has been fully settled in cash
and also via the issuance of the Note pursuant to the Pre-IPO
Reorganisation and accordingly, we will no longer earn interest
income on advances to our holding company. Please refer to Section
6.1.4 of this Prospectus for further details on the Pre-IPO
Reorganisation and the amounts owing by BRetail. CDC rebates
received from suppliers comprise incentives given by suppliers to us
for our initiatives to distribute the said suppliers’
products/merchandise to all our stores in Peninsular Malaysia
through our CDC, instead of the said suppliers distributing the
products/merchandise on their own and incurring additional
distribution cost. Space rental income consists of the rental of banner
space for in-store advertising and the rental of space for ATMs within
our stores. Other income consists of miscellaneous income sources
that do not fall within any of the other categories of income.

For the past four years ended 31 December 2010, 2011, 2012 and
2013, our other operating income was RM100.1 million, RM95.5
million, RM99.1 million and RM116.6 million, respectively.

Our other operating income decreased by RM4.6 million, or 4.6%,
from RM100.1 million in 2010 to RM95.5 million in 2011. This
decrease was primarily due to a decrease in our income from the
fees from our franchisees by RM6.2 million, or 63.4%, from RM9.7
million in 2010 to RM3.6 million in 2011 as we franchised 134 stores
in 2010, compared to 44 in 2011. Please refer to Section 7.4.4 of this
Prospectus for further details on our franchising strategy. Partially
offsetting our decreased income from franchisee fees were increases
in our income from space rental by RM2.7 million, or 62.5%, from
RM4.2 million in 2011 to RM6.2 million in 2012 primarily due to an
increase in banner space sales resulting from efforts we undertook to
increase in-store advertising and an increase in the rates we charged
for banner space and, to a lesser extent, an increase in our income
from CDC rebates from our suppliers by RM1.6 million, or 20.9%,
from RM7.7 million in 2010 to RMS.3 million in 2011, primarily due to
an increase from 36% to 40% in the proportion of the products for
our stores in Peninsular Malaysia that our vendors delivered to the
CDC.
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Our other operating income increased by RM3.6 million, or 3.8%,
from RM95.5 million in 2011 to RMS89.1 miillion in 2012. The increase
was primarily due to increases in our income from space rental at our
stores and interest income on our advances to our holding company
and, to a lesser extent, an increase in our CDC rebates from
suppliers, which were partially offset by decreases in our income
from the non-refundable fees from our franchisees. Our income from
space rental increased by RM2.9 million, or 42.7%, from RM6.9
million in 2011 to RM9.8 miillion in 2012 primarily due to an increase
in banner space sales resulting from efforts we undertook to increase
in-store advertising and an increase in the rates we charged for
banner space. Our interest income on our advances to our holding
company increased by RM3.2 million, or 27.6%, from RM11.6 million
in 2011 to RM14.8 million in 2012 as a result of an increased
principal balance of our advances to our holding company due to
additional advances of RM80.1 million in 2012 and the accrual of
unpaid interest. Our income from CDC rebates received from our
suppliers increased by RM1.9 million, or 20.1%, from RMS.3 million
in 2011 to RM11.2 miillion in 2012 primarily due to an increase from
40% to 41% in the proportion of the products for our stores in
Peninsular Malaysia that our vendors delivered to the CDC. Our
income from the non-refundable fees from our franchisees
decreased by RM3.2 million, or 81.3%, from RM3.6 miillion in 2011 to
RMO0.3 million in 2012 as we franchised only two stores in 2012,
compared to 44 in 2011, upon our re-evaluation of our franchising
strategy.

Our other operating income increased by RM17.5 million, or 17.7%,
from RM98.1 million in 2012 to RM116.6 million in 2013 primarily due
to an increase in our income from display incentives by RMS.2
million, or 17.5%, from RM52.7 million in 2012 to RM61.8 miillion in
2013 primarily due to the growth in our number of stores as well as
an increase in the rates we charged. Contributing to the increased
other operating income was also the increase in our CDC rebates
received from suppliers from RM11.2 million in 2012 to RM14.1
million in 2013 primarily due to an increase in the proportion of
products for our stores in Peninsular Malaysia that our vendors had
delivered to the CDC from 41% to 53%, as well as an increase in
space rental income from RM9.8 million in 2012 to RM12.3 miillion in
2013 primarily due to the growth in our network of stores and an
increase in in-store advertising activities undertaken by BChannel
and Kakao Talk, members of the Berjaya Family.
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(e

Selling and distribution expenses

Our selling and distribution expenses include store staff costs, store
utilities, rental that we pay for our store tenancies, depreciation of
store equipment, our franchisees’ share of gross profit, CDC
expenses (such as rental, transportation, manpower, storage and
handling), royalties we pay to 7-Eleven USA, store maintenance,
merchandise shortages (including delivery variances), plastic bags
and insurance. We experienced increased selling and distribution
expenses from 2010 to 2013, primarily due to increases in our staff
costs, utilities costs and store rental costs, which were primarily due
to the growth in our network of stores as well as increased statutory
minimum wages and increased electricity tariffs, though other
factors, such as decreased maintenance costs, influenced our selling
and distribution expenses to a lesser extent. In July 2010, we
changed from outsourcing our store maintenance functions to
performing them ourselves, which resulted in savings in our store
maintenance expenses. However, in July 2013, we again outsourced
our store maintenance functions in an effort to improve the
consistency of maintenance at our stores. In particular, the new
maintenance regime includes preventive maintenance with the
objective of reducing equipment downtime and increasing equipment
lifespan as well as enhancing reporting and monitoring of
maintenance.

For the past four years ended 31 December 2010, 2011, 2012 and
2013, our selling and distribution expenses were RM341.0 million,
RM366.5 million, RM394.9 million and RM435.4 million, respectively.
Our selling and distribution expenses as a percentage of our revenue
ranged from 25.0% to 26.0% from 2010 to 2013. Although our selling
and distribution expenses as a percentage of our revenue improved
from 2010 to 2012 due to increased economies of scale as we
expanded our network of stores, an increase in the Malaysian
statutory minimum wage in December 2012 from RM750 per month
to RM900 per month in Peninsular Malaysia and from RM700 per
month to RM800 per month in East Malaysia largely offset the
increased economies of scale, resulting in our selling and distribution
expenses as a percentage of revenue remaining relatively stable
from 2010 to 2013.

[The rest of this page has been intentionally left blank]
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Our selling and distribution expenses increased by RM25.6 million,
or 7.5%, from RM341.0 million in 2010 to RM366.5 million in 2011.
The increase was primarily due to increases in our franchisees’
share of gross profit, store utilities expenses, store rental expenses
and CDC expenses, which were partially offset by a decrease in our
store maintenance expenses. Our franchisees’ share of gross profit
net of expenses increased by RM16.0 million, or 189.2%, from
RM8.5 million in 2010 to RM24.5 million in 2011 primarily because
we granted 134 franchisees, being the majority of our franchises in
2010, and as a result 2011 was the first year in which we had to pay
the majority of our franchisees a full year of their share of gross
profit. Our store utilities expenses increased by RM4.5 million or
7.6%, from RM59.4 million in 2010 to RM63.9 million in 2011 due
primarily to the growth in our number of stores. Our store rental costs
increased by RM5.7 million, or 11.6%, from RM48.8 million in 2010
to RM54.4 million in 2011 due both to the growth in our number of
stores and a moderate increase in rental rates on renewed
tenancies. Our CDC expenses increased by RM2.4 million, or
14.7%, from RM16.5 million in 2010 to RM18.9 million in 2011 mainly
due to an increase in inventory volumes processed at the CDC to
accommodate the growth in our number of stores. Our store
maintenance expenses decreased by RM5.2 million, or 21.5%, from
RM24.1 million in 2010 to RM18.9 million in 2011 primarily because
we changed from outsourcing our store maintenance functions to
performing them ourselves in July 2010.

Our selling and distribution expenses increased by RM28.4 million,
or 7.8%, from RM366.5 million in 2011 to RM394.9 million in 2012.
The increase was primarily due to increases in our staff costs, store
utilities expenses, store rental expenses and CDC expenses, which
were partially offset by a decrease in our store maintenance
expenses. Our store staff costs increased by RM11.0 million, or
8.6%, from RM127.0 million in 2011 to RM137.9 million in 2012
primarily due to an increase in our number of employees from 6,185
to 6,689, an 8.1% increase, largely as a result of the growth in our
number of stores. Our store utilities expenses increased by RM7.3
million, or 11.5%, from RM63.9 million in 2011 to RM71.2 million in
2012 due both to the growth in our number of stores as well as an
8.3% increase in electricity tariffs in June 2011. Our store rental
costs increased by RM6.3 million, or 11.5%, from RM54.4 million in
2011 to RM80.7 million in 2012 due both to the growth in our number
of stores and a moderate increase in rental rates on renewed
tenancies. Our CDC expenses increased by RM3.7 million, or
19.7%, from RM18.9 million in 2011 to RM22.7 million in 2012 mainly
due to an increase in inventory volumes processed at the CDC to
accommodate the growth in our number of stores. Our store
maintenance expenses decreased by RM3.6 million, or 19.1%, from
RM18.9 million in 2011 to RM15.3 million in 2012 primarily due to the
increase in our preventative store maintenance measures and an
effort to raise staff awareness on store equipment usage.
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®

Our selling and distribution expenses increased by RM40.5 million,
or 10.3%, from RM394.9 million in 2012 to RM435.4 million in 2013.
The increase was primarily due to increases in our store staff costs.
Our store staff costs increased by RM24.1 million, or 17.4%, from
RM137.9 million in 2012 to RM162.0 million in 2013, which was
primarily as a result of the increase in the Malaysian statutory
minimum wage from RM750 per month to RM900 per month in
Peninsular Malaysia and from RM700 per month to RM800 per
month in East Malaysia. Contributing to the increased selling and
distribution expenses were increases in our store rental expenses,
store utilities expenses and store maintenance expenses. Our store
rental expenses increased by RM6.1 million, or 10.1%, from RM60.7
million in 2012 to RM66.8 million in 2013 and our store utilities
expenses increased by RM4.5 million, or 6.3%, from RM71.2 million
in 2012 to RM75.7 million in 2013 each of which were primarily due
to the growth in our number of stores. Our store maintenance
expenses increased by RM6.8 million, or 44.4%, from RM15.3 million
in 2012 to RM22.1 million in 2013 primarily due both to the growth in
our number of stores and also to our outsourcing of our store
maintenance functions starting in July 2013. Also contributing to the
increased selling and distribution expenses was the increase in our
CDC expenses by RM3.1 million, or 13.6%, from RM22.7 million in
2012 to RM25.8 million in 2013, which was mostly as a result of our
move to a larger space within the CDC which increased the rental
and management fees we pay, as well as an increase in the volume
of products handled by the CDC. Partially offsetting the increased
selling and distribution expenses was a decrease in our franchisees’
share of gross profit net of their share of operating expenses by
RM5.9 million, or 23.5%, from RM25.2 million in 2012 to RM19.3
million in 2013 primarily due to an increase in the franchisees’ share
of operating expenses because in 2012, we started processing
franchisee payroll and charging the costs back to franchisees,
whereas prior to that, franchisees had directly processed their
payrolls, and 2013 reflected the first full year in which this change
was effective.

Administrative and other operating expenses

Our administrative and other operating expenses consist of office
and administrative staff costs, depreciation of our property and
equipment other than store equipment, advertising, bad debts written
off, office rental, professional fees, office utilities, store closure
expenses and miscellaneous other items. We experienced increased
administrative and other operating expenses from 2010 to 2013
primarily due to increased office staff costs.

For the past four years ended 31 December 2010, 2011, 2012 and
2013, our administrative and other operating expenses were RM53.7
million, RM63.7 milion, RM63.3 million and RM66.7 million,
respectively.
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Our administrative and other operating expenses increased by
RM10.1 million, or 18.8%, from RM53.7 million in 2010 to RM63.7
million in 2011. The increase was primarily due to increases in our
office staff costs, store closure expenses, financing processing fees
and donations extended to the Japan tsunami relief fund. Our office
staff costs increased by RM4.9 million, or 13.6%, from RM35.7
million in 2010 to RM40.5 million in 2011 primarily due to increased
salaries and headcount. Our store closure expenses increased by
RM2.0 million, or 1,275.8%, from RMO0.2 million in 2010 to RM2.1
million in 2011 primarily due to a one-off accounting adjustment in
2011 in respect of store closure expenses carried over from prior
years. The financing processing fees increased from nil in 2010 to
RM1.3 million in 2011 as we paid for the proportionate processing
fees for the proceeds drawndown by BRetail which was
subsequently advanced to us. We donated RM0.4 million in 2011 to
the Japan tsunami relief fund.

Our administrative and other operating expenses remained largely
steady, experiencing a slight decrease of RMO0.5 million, or 0.7%,
from RM63.7 million in 2011 to RM&3.3 million in 2012. This slight
decrease was primarily due to decreases in our store closure
expenses and write-offs of bad debts that were largely offset by an
increase in our office staff costs. Our store closure expenses
decreased by RM2.0 million, or 94.5%, from RM2.1 million in 2011 to
RMO0.1 million in 2012 primarily due to a one-off accounting
adjustment in 2011 in respect of store closure expenses carried over
from prior years. Our bad debts written-off and mobile phone relcads
variances decreased by RM0.7 million or 44.1% from RM1.6 million
in 2011 to RMO0.9 million in 2012 primarily due to our improved
collection processes. Our office staff expenses increased by RM3.6
million, or 9.0%, from RM40.5 million in 2011 to RM44.2 million in
2012 largely due to increased salaries and a small increase in office
staff headcount.

Our administrative and other operating expenses increased by
RM3.4 million, or 5.4%, from RM63.3 million in 2012 to RM&6.7
million in 2013. The increase was primarily due to increases in our
advertising and promotional expenses, which was partially offset by
decreases in depreciation and provisions for impairment losses. Our
advertising and promotional expenses increased by RM3.8 million,
from RM2.5 million in 2012 to RM6.3 million in 2013 primarily due to
our "Hello Kitty" promotional campaign in August 2013. Our
depreciation expenses decreased by RM2.5 million, or 63.5%, from
RM3.9 million in 2012 to RM1.4 million in 2013 primarily due to a
reversal of overprovision of depreciation that we made in previous
years in respect of estimated future restoration cost for our stores.
We recorded no provisions for impairment losses relating to
decreases in the fair value of quoted shares in 2013, as compared to
a provision of RM1.7 million in 2012, as we had sold the quoted
shares in 2012.
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(h)

Finance costs

Our finance costs comprise interest on our borrowings, which are our
bankers’ acceptances, revolving credit facilities, hire purchase and
lease facilities and term loans. We primarily incur finance costs on
our bankers’ acceptances, which we use to finance our short-term
working capital and repay within 30 to 90 days.

For the past four years ended 31 December 2010, 2011, 2012 and
2013, our finance costs were RM7.5 million, RM9.0 million, RM9.6
million and RM8.6 million, respectively. Included in our finance costs
are interest costs that we incur on our third-party utilisation of
BRetail's multi-trade lines facility.

Our finance costs increased by RM1.5 million, or 19.7%, from RM7.5
million in 2010 to RM9.0 million in 2011. The increase was primarily
because in 2011 we started utilising BRetail's multi-trade lines facility
and accrued interest payable thereon.

Our finance costs increased by RM0.6 million, or 6.2%, from RM9.0
million in 2011 to RM9.6 million in 2012. The increase was primarily
due to an increase in our interest expense on bankers’ acceptances,
which increased by RM1.4 million, or 51.4%, from RM2.7 million in
2011 to RM4.0 million in 2012 due to an increase in the average
interest rates on our bankers’ acceptance facilities resulting from an
increase in the base rates charged by our lenders.

Our finance costs decreased by RMO0.9 million, or 9.5%, from RM9.6
million in 2012 to RM8.6 million in 2013. The decrease was primarily
due to our decreased third-party utilisation of BRetail's multi-trade
lines.

Income tax expense

Our income tax expenses comprise primarily of income on our profit
before tax at the Malaysian statutory tax rate of 25.0%. Our effective
income tax in a given year differs from the Malaysian statutory tax
rate due to changes in our non-deductible expenses, which primarily
arise from expenses that we incur for store renovations, and also
due to over-provisions for income tax expenses from the prior year,
which we recognise as a credit to our income tax expense in the
subsequent year, as well as deferred income tax expense.

For the past four years ended 31 December 2010, 2011, 2012 and
2013, our income tax expenses were RM13.1 million, RM10.3
million, RM16.1 million and RM21.2 million, respectively.

Our income tax expense decreased by RM2.8 million, or 21.4%, from
RM13.1 million in 2010 to RM10.3 million in 2011. This decrease
was primarily due to the fact that in 2010 we overestimated our
current and deferred income tax expenses for 2010, which we
recognised as a RM3.8 million credit to our income tax expense in
2011. Comparatively, in 2009, our overestimation of our current and
deferred income tax was not as significant, and hence in 2010, we
only recognised a RM1.5 million credit to our income tax expense for
our prior year over-provision.
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Our income tax expense increased by RM5.8 million, or 55.8%, from
RM10.3 million in 2011 to RM16.1 million in 2012. The increase was
primarily due to a RM16.1 million increase in our profit before tax in
2012 as compared to 2011, which is taxed at the Malaysian statutory
tax rate of 25.0% and resulted in a RM4.0 million increase in tax
expense. Contributing to the increased income tax expense in 2012
as compared to 2011 is the fact that in 2010, we had over-provided
by RM3.8 million for our current and deferred income tax expenses
for 2010, which we recognised as a credit to our income tax expense
in 2011. Comparatively, in 2011 we over-provided only RM1.1 million
of our current and deferred income tax in 2011, and hence in 2012,
we only recognised a RM1.1 million credit to our income tax
expense.

Our income tax expense increased by RM5.1 millien, or 31.5%, from
RM16.1 million in 2012 to RM21.2 million in 2013. The increase was
primarily due to a RM16.4 million increase in our profit before tax,
which is taxed at the Malaysian statutory tax rate of 25.0% and
resulted in a RM4.1 million increase in our income tax expense.
Contributing to our increased income tax expense in 2013 was a
RM1.1 million over-provision of income tax in respect of 2011, which
we had recognised as a credit to our income tax expense in 2012, as
compared to a RMO0.2 million over-provision in 2012, which we
recognised as a credit to our income tax expense in 2013.

(ii) Year ended 31 December 2013 compared to year ended 31 December
2012
(a) Revenue

(b)

Our revenue increased by RM93.3 million, or 5.9%, from RM1,579.1
millien in 2012 to RM1,672.5 million in 2013. Our revenue from
merchandise sales increased by RM86.4 million, or 5.7%, from
RM1,528.4 million in 2012 to RM1,614.8 million in 2013, whilst our
revenue from commissions on our in-store services increased by
RM7.0 million, or 13.8%, from RM50.4 million in 2012 to RM57.4
million in 2013. The increase in our revenue from merchandise sales
was primarily due to the growth in our number of stores by 150 net
new stores, or 10.7%, from 1,407 stores in 2012 to 1,557 stores in
2013. The growth in merchandise sales revenue was lower than the
growth in our number of stores primarily due to an acceleration in the
opening of new stores from 2012 to 2013. Generally, our new stores
are relatively immature when they initially open and they experience
increasing turnover during their first three years in operation as they
gain customer awareness and capture an increasing share of the
retail traffic in the area. The increase in our revenue from
commissions was primarily due to the growth in our number of stores
and growth in our sale of mobile phone and online gaming reloads,
which form a substantial portion of our in-store services.

Cost of sales

Our cost of sales increased by RM51.5 million, or 4.5%, from
RM1,153.9 million in 2012 to RM1,205.4 million in 2013, which was
in line with the growth in merchandise sales revenue. Our cost of
merchandise sales as a percentage of merchandise revenue
improved from 75.5% in 2012 to 74.6% in 2013.
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(c)

(d)

(e)

Gross profit and gross profit margin

Our gross profit increased by RM41.9 million, or 9.8%, from
RM425.2 million in 2012 to RM467.1 million in 2013 for the reasons
described above.

Our gross profit margin increased from 26.9% in 2012 to 27.9% in
2013 largely due to a 13.8% increase in our revenue from
commissions on our mobile phone and online gaming reloads, on
which we incur negligible cost of sales, and a decrease in our
revenue from the sale of tobacco products as a percentage of our
overall revenue. Tobacco products are our lowest-margin products,
and consequently, any relative shift in our product mix away from
tobacco products increases our margins.

Other operating income

Our other operating income increased by RM17.5 miillion, or 17.7%,
from RM98.1 million in 2012 to RM116.6 million in 2013 primarily due
to an increase in our income from display incentives by RM9.2
million, or 17.5%, from RM52.7 million in 2012 to RM61.9 million in
2013 primarily due to the growth in our number of stores as well as
an increase in the rates we charged. Contributing to the increased
other operating income was an increase in our CDC rebates
received from suppliers from RM11.2 million in 2012 to RM14.1
million in 2013 primarily due to an increase from 41% to 53% in the
proportion of the products for our stores in Peninsular Malaysia that
our vendors delivered to the CDC, as well as an increase in space
rental income from RM9.8 million in 2012 to RM12.3 million in 2013
primarily due to the growth in our network of stores and an increase
in in-store advertising activities undertaken by BChannel and Kakao
Talk, members of the Berjaya Family.

Selling and distribution expenses

Our selling and distribution expenses increased by RM40.5 million,
or 10.3%, from RM394.9 million in 2012 to RM435.4 million in 2013.
The increase was primarily due to increases in our store staff costs.
Our store staff costs increased by RM24.1 million, or 17.4%, from
RM137.9 million in 2012 to RM162.0 million in 2013, which resulted
primarily from an increase in the Malaysian statutory minimum wage
from RM750 per month to RM900 per month in Peninsular Malaysia
and from RM700 per month to RM800 per month in East Malaysia.
Contributing to the increased selling and distribution expenses were
increases in our store rental expenses, store utilities expenses and
store maintenance expenses.
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Our store rental expenses increased by RM6.1 million, or 10.1%,
from RM60.7 million in 2012 to RM8&6.8 million in 2013 and our store
utilities expenses increased by RM4.5 million, or 6.3%, from RM71.2
milion in 2012 to RM75.7 million in 2013, each of which were
primarily due to the growth in our number of stores. Our store
maintenance expenses increased by RM6.8 million, or 44.4%, from
RM15.3 million in 2012 to RM22.1 million in 2013 primarily due both
to the growth in our number of stores and also to our outsourcing of
our store maintenance functions starting in July 2013. Also
contributing to the increased selling and distribution expenses was
the increase in our CDC expenses by RM3.1 million, or 13.6%, from
RM22.7 million in 2012 to RM25.8 million in 2013, which was mostly
as a result of our move to a larger space within the CDC which
increased the rental and management fees we pay, as well as an
increase in the volume of products handled by the CDC. Partially
offsetting the increased selling and distribution expenses was a
decrease in our franchisees’ share of gross profit net of their share of
operating expenses by RM5.9 million, or 23.5%, from RM25.2 million
in 2012 to RM19.3 million in 2013 primarily due to an increase in the
franchisees’ share of operating expenses because in 2012 we
started processing franchisee payroll and charging the costs back to
franchisees, whereas prior to that, franchisees had directly
processed their payrolls, and 2013 reflected the first full year in
which this change was effective.

Administrative and other operating expenses

Our administrative and other operating expenses increased by
RM3.4 million, or 5.4%, from RM83.3 million in 2012 to RM66.7
million in 2013. The increase was primarily due to increases in our
advertising and promotional expenses which was partially offset by
decreases in depreciation and provisions for impairment losses. Our
advertising and promotional expenses increased by RM3.8 million,
from RM2.5 million in 2012 to RM6.3 million in 2013 primarily due to
our "Hello Kitty" promotional campaign in August 2013. Our
depreciation expenses decreased by RM2.5 million, or 63.5%, from
RM3.9 million in 2012 to RM1.4 million in 2013 primarily due to a
reversal of overprovision of depreciation that we made in previous
years in respect of estimated future restoration cost for our stores.
We recorded no provisions for impairment losses relating to
decrease in the fair value of quoted shares in 2013, as compared to
a provision of RM1.7 million in 2012, as we had sold the quoted
shares in 2012.

Profit from operations

Our profit from operations increased by RM15.5 million, or 23.4%,
from RM66.1 million in 2012 to RM81.6 million in 2013 for the
reasons described above.

Finance costs

Our finance costs decreased by RMO0.9 million, or 9.5%, from RM9.6

million in 2012 to RM8.6 million in 2013. This decrease was primarily

due to our decreased third-party utilisation of BRetail's multi-trade
line.

247



10.

| Company No.: 1058531-W |

FINANCIAL INFORMATION (Cont'd)

(iif)

(i

0

(k)

Profit before tax

Our profit before tax increased by RM16.4 million, or 28.9%, from
RM56.6 million in 2012 to RM72.9 million in 2013 for the reasons
described above.

Income tax expense

Our income tax expense increased by RM5.1 million, or 31.5%, from
RM16.1 million in 2012 to RM21.2 million in 2013. The increase was
primarily due to a RM16.4 million increase in our profit before tax,
which is taxed at the Malaysian statutory tax rate of 25.0% and
resulted in a RM4.1 million increase in our income tax expense.
Contributing to our increased income tax expense in 2013 was a
RM1.1 million over-provision of income tax in respect of 2011, which
we had recognised as a credit to our income tax expense in 2012 as
compared to a RMO0.2 million over-provision in 2012, which we
recognised as a credit to our income tax expense in 2013.

Profit after tax
Our profit after tax increased by RM11.3 million, or 27.9%, from

RM40.5 million in 2012 to RM51.8 million in 2013 for the reasons
described above.

Year ended 31 December 2012 compared to year ended 31 December

2011

(a)

(b)

Revenue

Our revenue increased by RM116.7 million, or 8.0%, from
RM1,462.4 million in the year ended 31 December 2011 to
RM1,579.1 million in the year ended 31 December 2012. Our
revenue from merchandise sales increased by RM109.4 million, or
7.7%, from RM1,419.1 million in 2011 to RM1,528.4 million in 2012,
whilst our revenue from commissions on our in-store services
increased by RM7.3 million, or 17.0%, from RM43.1 million to
RM50.4 million. The increase in our revenue from merchandise sales
was primarily due to the net growth in our number of stores by 79 net
new stores, or 5.9%, from 1,328 stores in 2011 to 1,407 stores in
2012 and a 1.6% increase in our same-store sales, due largely to the
increasing maturity profile of our stores. The increase in our revenue
from commissions was primarily due to the growth in our number of
stores and growth in our sale of mobile phone and online gaming
reloads, which form a substantial majority of our in-store services.

Cost of sales

Our cost of sales increased by RM75.7 million, or 7.0%, from
RM1,078.2 million in 2011 to RM1,153.9 million in 2012. The
increase was primarily due to the growth in our number of stores by
79 net new stores, or 5.9%, from 1,328 in 2011 to 1,407 in 2012 and
corresponding inventory costs at these stores, as well as continued
same-store sales growth and corresponding inventory costs on the
sales. Our cost of merchandise sales as a percentage of
merchandise revenue improved from 76.0% in 2011 to 75.5% in
2012,
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(c)

(d)

Gross profit and gross profit margin

Our gross profit increased by RM41.0 million, or 10.7% from
RM384.2 million in 2011 to RM425.2 million in 2012 for the reasons
described above.

Our gross profit margin increased from 26.3% to 26.9% largely due
to our 17.0% increase in revenue from commissions on our in-store
services in 2012, particularly mobile phone and online gaming
reloads, on which we incur negligible cost of sales, and a decrease
in our revenue from the sale of tobacco products as a percentage of
our overall revenue. Tobacco products are our lowest-margin
products, and consequently, any relative shift in our product mix
away from tobacco products increases our margins.

Other operating income

Our other operating income increased by RM3.6 million, or 3.8%,
from RM85.5 million in 2011 to RM99.1 million in 2012. The increase
was primarily due to increases in our income from space rental at our
stores and interest income on our advances to our holding company
and, to a lesser extent, an increase in our CDC rebates from
suppliers, which were partially offset by decreases in our income
from the non-refundable fees from our franchisees. Our income from
space rental increased by RM2.9 million, or 42.7%, from RM6.9
million in 2011 to RM9.8 million in 2012 primarily due to an increase
in banner space sales resulting from efforts we undertook to increase
in-store advertising and an increase in the rates we charged for
banner space. Our interest income on our advances to our holding
company increased by RM3.2 million, or 27.6%, from RM11.6 million
in 2011 to RM14.8 million in 2012 as a result of an increased
principal balance of our advances to our holding company due to
additional advances of RM90.1 million in 2012 and the accrual of
unpaid interest. Our income from CDC rebates received from our
suppliers increased by RM1.9 million, or 20.1%, from RM9.3 million
in 2011 to RM11.2 million in 2012 primarily due to an increase from
40% to 41% in the proportion of the products for our stores in
Peninsular Malaysia that our vendors delivered to the CDC. Our
income from the non-refundable fees from our franchisees
decreased by RM3.2 million, or 91.3%, from RM3.6 million in 2011 to
RMO0.3 million in 2012 as we franchised only two stores in 2012,
compared to 44 in 2011, upon our re-evaluation of our franchising
strategy.

[The rest of this page has been intentionally left blank]
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Selling and distribution expenses

Our selling and distribution expenses increased by RM28.4 million,
or 7.8%, from RM366.5 million in 2011 to RM394.9 million in 2012.
The increase was primarily due to increases in our staff costs, store
utilities expenses, store rental expenses and CDC expenses, which
were partially offset by a decrease in our store maintenance
expenses. Our store staff costs increased by RM11.0 million, or
8.6%, from RM127.0 million in 2011 to RM137.9 million in 2012
primarily due to an increase in our number of employees from 6,185
to 6,689, an 8.1% increase, largely as a result of the growth in our
number of stores. Our store utilities expenses increased by RM7.3
million, or 11.5%, from RM63.9 million in 2011 to RM71.2 million in
2012 due both to the growth in our number of stores as well as an
8.3% increase in electricity tariffs in June 2011. Our store rental
costs increased by RM68.3 million, or 11.5%, from RM54.4 million in
2011 to RM60.7 million in 2012 due both to the growth in our number
of stores and a moderate increase in rental rates on renewed
tenancies. Our CDC expenses increased by RM3.7 million, or
19.7%, from RM18.9 million in 2011 to RM22.7 million in 2012 mainly
due to an increase in inventory volumes processed at the CDC to
accommodate the growth in our number of stores. Our store
maintenance expenses decreased by RM3.6 million, or 19.1%, from
RM18.9 million in 2011 to RM15.3 million in 2012 primarily due to the
increase in our preventative store maintenance measures and an
effort to raise staff awareness on store equipment usage.

Administrative and other operating expenses

Our administrative and other operating expenses remained largely
steady, experiencing a slight decrease of RM0.5 miillion, or 0.7%,
from RM63.7 million in 2011 to RM63.3 million in 2012. This slight
decrease was primarily due to decreases in our store closure
expenses and write-offs of bad debts that were largely offset by an
increase in our office staff costs. Our store closure expenses
decreased by RM2.0 million, or 94.5%, from RM2.1 million in 2011 to
RMO0.1 million in 2012 primarily due to a one-off accounting
adjustment in 2011 in respect of store closure expenses carried over
from prior years. Our bad debts written-off and mobile phone reloads
variances decreased by RMO0.7 million or 44.1% from RM1.6 million
in 2011 to RMO0.9 million in 2012 primarily due to our improved
collection processes. Our office staff expenses increased by RM3.6
million, or 9.0%, from RM40.5 million in 2011 to RM44.2 million in
2012 largely due to increased salaries and a small increase in office
staff headcount.

Profit from operations
Our profit from operations increased by RM16.7 million, or 33.7%,

from RM49.5 million in 2011 to RM66.1 million in 2012 for the
reasons described above.
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(iv)

(h) Finance costs

Our finance costs increased by RM0.6 million, or 6.2%, from RM9.0
million in 2011 to RM9.6 miillion in 2012. The increase was primarily
due to an increase in our interest expense on bankers’ acceptances,
which increased by RM1.4 million, or 51.4%, from RM2.7 million in
2011 to RM4.0 million in 2012 due to an increase in the average
interest rates on our bankers’ acceptance facilities resulting from an
increase in the base rates charged by our lenders.

(i) Profit before tax

Our profit before tax increased by RM16.1 million, or 39.8%, from
RM40.5 million in 2011 to RM56.6 million in 2012 for the reasons
described above.

i Income tax expense

Our income tax expense increased by RM5.8 million, or 55.8%, from
RM10.3 million in 2011 to RM16.1 million in 2012. The increase was
primarily due to our RM16.1 million increase in profit before tax in
2012 as compared to 2011, which is taxed at the Malaysian statutory
tax rate of 25.0% and resulted in a RM4.0 million increase in tax
expense. Contributing to the increased income tax expense in 2012
as compared to 2011 is the fact that in respect of 2010, we had over-
provided by RM3.8 million for our current and deferred income tax
expenses for 2010, which we recognised as a credit to our income
tax expense in 2011. Comparatively, in respect of 2011 we over-
provided only RM1.1 million of our current and deferred income tax
in respect of 2011, and hence in 2012, we only recognised a RM1.1
million credit to our income tax expense.

(k) Profit after tax

Our profit after tax increased by RM10.3 million, or 34.3%, from
RM30.1 million in 2011 to RM40.5 million in 2012 for the reasons
described above.

Year ended 31 December 2011 compared to year ended 31 December
2010

(a) Revenue

Our revenue increased by RM148.7 million, or 11.3%, from
RM1,313.7 million in the year ended 31 December 2010 to
RM1,462.4 million in the year ended 31 December 2011. Qur
revenue from merchandise sales increased by RM142.2 million, or
11.1%, from RM1,276.9 million in 2010 to RM1,419.1 million in 2011,
while our revenue from commissions on our in-store services
increased by RM6.5 million, or 17.7%, from RM36.6 million in 2010
to RM43.1 million in 2011. The increase in our revenue from
merchandise sales was primarily due to the growth in our number of
stores by 116 net new stores or 9.6%, from 1,212 stores in 2010 to
1,328 stores in 2011 and a 2.2% increase in our same-store sales,
due largely to the increasing maturity profile of our stores. The
increase in our revenue from commissions was primarily due to the
growth in our number of stores from 2010 to 2011 and growth in our
sale of mobile phone and online gaming reloads, which form a
substantial majority of our in-store services.
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(b)

(c)

(d)

Cost of sales

Our cost of sales increased by RM106.9 million, or 11.0%, from
RM971.2 million in 2010 to RM1,078.2 million in 2011. The increase
was primarily due to the growth in our number of stores by 116 net
new stores, or 9.6%, from 1,212 stores in 2010 to 1,328 stores in
2011, and our corresponding inventory costs at these new stores, as
well as continued same-store sales growth and corresponding
inventory costs on the sales. Our cost of merchandise sales as a
percentage of merchandise revenue improved from 76.1% in 2010 to
76.0% in 2011.

Gross profit and gross profit margin

Our gross profit increased by RM41.7 million, or 12.2%, from
RM342.5 million in 2010 to RM384.2 million in 2011 for the reasons
described above.

Our gross profit margin increased slightly from 26.1% to 26.3%
largely due to our 17.7% increase in revenue from commissions on
our in-store services, particularly mobile phone and online gaming
reloads, on which we incur no cost of sales.

Other operating income

Our other operating income decreased by RM4.6 million, or 4.6%,
from RM100.1 million in 2010 to RM95.5 million in 2011. This
decrease was primarily due to a decrease in our income from the
fees from our franchisees by RM6.2 million, or 63.4%, from RMS.7
million in 2010 to RM3.6 million in 2011 as we franchised 134 stores
in 2010, compared to 44 in 2011. Please refer to Section 7.4.4 of this
Prospectus for further details on our franchising strategy. Partially
offsetting our decreased income from franchisee fees were increases
in our income from space rental by RM2.7 million, or 62.5%, from
RM4.2 million in 2011 to RM6.9 million in 2012 primarily due toc an
increase in banner space sales resulting from efforts we undertook to
increase in-store advertising and an increase in the rates we charged
for banner space and, to a lesser extent, in our income from CDC
rebates from our suppliers by RM1.6 million increase, or 20.9%, from
RM7.7 million in 2010 to RM9.3 million in 2011, primarily due to an
increase from 36% to 40% in the proportion of the products for our
stores in Peninsular Malaysia that our vendors delivered to the CDC.

[The rest of this page has been intentionally left blank]
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(h)

Selling and distribution expenses

Our selling and distribution expenses increased by RM25.6 million,
or 7.5%, from RM341.0 million in 2010 to RM366.5 million in 2011.
The increase was primarily due to increases in our franchisees’
share of gross profit, store utilities expenses, store rental expenses
and CDC expenses, which were partially offset by a decrease in our
store maintenance expenses. Our franchisees’ share of gross profit
net of expenses increased by RM16.0 million, or 189.2%, from
RM8.5 million in 2010 to RM24.5 million in 2011 primarily because
we granted 134 franchisees, being the majority of our franchises in
2010, and as a result 2011 was the first year in which we had to pay
the majority of our franchisees a full year of their share of gross
profit. Our store utilities expenses increased by RM4.5 million or
7.6%, from RM59.4 million in 2010 to RM63.9 million in 2011 due
primarily to the growth in our number of stores. Our store rental costs
increased by RM5.7 million, or 11.6%, from RM48.8 million in 2010
to RM54.4 million in 2011 due both to the growth in our number of
stores and a moderate increase in rental rates on renewed
tenancies. Our CDC expenses increased by RM2.4 million, or
14.7%, from RM16.5 million in 2010 to RM18.9 million in 2011 mainly
due to an increase in inventory volumes processed at the CDC to
accommodate the growth in our number of stores. Our store
maintenance expenses decreased by RMS5.2 million, or 21.5%, from
RM24.1 million in 2010 to RM18.9 million in 2011 primarily because
we changed from outsourcing our store maintenance functions to
performing them ourselves in July 2010.

Administrative and other operating expenses

Our administrative and other operating expenses increased by
RM10.1 million, or 18.8%, from RM53.7 million in 2010 to RM63.7
million in 2011. The increase was primarily due to increases in our
office staff costs, store closure expenses, financing processing fees
and donations extended to the Japan tsunami relief fund. Our office
staff costs increased by RM4.9 million, or 13.6%, from RM35.7
million in 2010 to RM40.5 million in 2011 primarily due to increased
salaries and headcount. Our store closure expenses increased by
RM2.0 million, or 1,275.8%, from RMO0.2 million in 2010 to RM2.1
million in 2011 primarily due to a one-off accounting adjustment in
2011 in respect of store closure expenses carried over from prior
years. The financing processing fees increased from nil in 2010 to
RM1.3 million in 2011 as we paid for the proportionate processing
fees for the proceeds drawndown by BRetail which was
subsequently advanced to us. We donated RMO0.4 million in 2011 to
the Japan tsunami relief fund.

Profit from operations

Our profit from operations increased by RM1.5 million, or 3.2%, from
RM47.9 million in 2010 to RM49.5 million in 2011 for the reasons
described above.

Finance costs

Our finance costs increased by RM1.5 million, or 19.7%, from RM7.5
million in 2010 to RM9.0 million in 2011. The increase was primarily

because in 2011, we started utilising BRetail's multi-trade lines
facility and accrued interest payable thereon.
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(i) Profit before tax

Our profit before tax increased by RMO0.05 million, or 0.1%, from
RM40.4 million in 2010 to RM40.5 million in 2011 for the reasons
described above.

)] Income tax expense

Our income tax expense decreased by RM2.8 million, or 21.4%, from
RM13.1 million in 2010 to RM10.3 million in 2011. This decrease
was primarily due to the fact that in respect of 2010 we
overestimated our current and deferred income tax expenses for
2010, which we recognised as a RM3.8 million credit to our income
tax expense in 2011. Comparatively, in respect of 2009, our
overestimation of our current and deferred income tax was not as
significant, and hence in 2010, we only recognised a RM1.5 million
credit to our income tax expense for our prior year over-provision.

(k) Profit after tax

Our profit after tax increased by RM2.9 million, or 10.5%, from
RM27.3 million in 2010 to RM30.1 million in 2011 for the reasons
described above.

10.2.5 Liquidity and capital resources

(M

Working capital

Our principal sources of liquidity are our current cash and bank balances,
cash generated from our operations, credit extended by our suppliers,
borrowings from financial institutions, advances we received from BRetail
and, historically, our third-party utilisation of BRetail's multi-trade lines facility.
In November 2013, we ceased our third-party utilisation of BRetail's multi-
trade lines facility and we have settled the amounts owing to BRetail. We
have entered into a new multi-trade lines facility with a combined limit of
RM50.0 million as a replacement for our third-party utilisation of BRetail's
multi-trade lines. Following the Listing, we may, from time to time, also rely
on additional equity and debt offerings to raise capital. Our ability to rely on
these sources of funding could be affected by our results of operations and
financial position and by the conditions in the Malaysian financial markets.

As at 31 December 2013, we had cash and bank balances of RM47.8 million
and no unused bankers' acceptances and other sources of liquidity, as all of
our borrowings and credit facilities were fully drawn. As at the LPD, we had
cash and bank balances of RM45.1 million and RM20.0 million in unused
bankers’ acceptances and other sources of liquidity. Our working capital,
calculated as current assets minus current liabilities, was a net current
liability of RM102.3 million as at 31 December 2013.

Based on the above and taking into consideration our funding requirements
for our committed capital expenditure, expected cash flows from operations,
our existing level of cash and cash equivalents and credit sources together
with the estimated gross proceeds of approximately RM250.3 million we
expect to receive from our Public Issue, our Board believes that we will have
sufficient working capital for at least 12 months from the date of this
Prospectus.
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(i)

Cash flows

The following table sets out a summary of the consolidated statements of
cash flows of our Group for the years indicated:

Audited
Year ended 31 December
2010 2011 2012 2013

(RM’000) (RM’000) (RM’000) {RM’000)

Net cash generated from
operating activities 63,542 107,328 66,680 186,887

Net cash used in investing
activities (26,953) (16,459) (97,573) (65,499)

Net cash (used
in)/generated from
financing activities (17,710) (79,828) 15,165 (105,791)

Net increase/(decrease)
in cash and cash
equivalents 18,879 11,041 (15,728) 15,597

Cash and cash
equivalents at beginning
of the year 18,051 36,930 47,971 32,243

Cash and cash

equivalents at end of
the year 36,930 47,971 32,243 47,840

(a)

Net cash generated from operating activities

Our net cash generated from operating activites was RM186.9
million for the year ended 31 December 2013 compared to RM66.7
million for the year ended 31 December 2012. Our net cash
generated from operating activities increased primarily because of
the increase in our number of stores. Our primary working capital
changes that influenced the increased cash generated from
operating activities in 2013 was a net RM22.2 million increase, or
31.2%, in our other payables largely due to an increase in accruals
as a result of our faster rate of expansion in 2013 than 2012 and
corresponding purchase of inventory for our new stores, of which
some had not yet been invoiced as at 31 December 2013. We paid
RMO0.9 million less in interest, or 9.5%, in 2013 than in 2012,
primarily due to decreased third party utilisation of BRetail's multi-
trade lines. We paid RM24.5 million in tax in 2013 and RM17.0
million in tax in 2012.
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Our net cash generated from operating activities was RM86.7 million
for the year ended 31 December 2012 compared to RM107.3 million
for the year ended 31 December 2011, a decrease of RM40.6
million, or 37.8%. Our net cash generated from operating activities
decreased primarily because of the increase in our selling and
distribution expenses from 2011 to 2012 primarily as a result of the
increased number of staff, store utilities, store rental and CDC
expenses, most of which comprises of cash items, and because our
working capital changes outweighed the increased sales from the
growth in our number of stores. Our primary working capital changes
that influenced our decreased cash generated from operating
activities in 2012 were: (i) a RM11.8 million increase, or 42.2%, in
our other receivables resulting primarily from early payments
received in relation to our display incentives in December 2011,
whereas we did not receive an early payment in December 2012; (ii)
a RM5.4 million increase, or 4.5%, in our inventories due primarily to
the growth in our number of stores; and (iii) a net RM26.9 million
increase, or 9.3%, in our payables to our merchandise suppliers and
phone reload coupon suppliers resulting from the growth in our
number of stores and as a result of us making bulk orders towards
the end of 2012 in order to try to meet annual incentive discounts
based on total annual purchases. We paid RM4.2 million more in
interest, or 79.7%, in 2012 than in 2011, primarily due to late billing
by our creditors in 2011. We paid RM17.0 million in tax in 2012 and
RM8.7 million in tax in 2011.

Our net cash generated from operating activities was RM107.3
million for the year ended 31 December 2011 compared to RM63.5
million for the year ended 31 December 2010, an increase of
RM43.8 million, or 68.9%. Our net cash generated from operating
activities increased primarily because of the increase in our sales
due to our store growth. Our primary working capital changes that
influenced the increased cash generated from operating activities in
2011 were: (i) a net RM47.8 million, or 19.9%, increase in our
payables to our merchandise and phone reload coupon suppliers
resulting from the growth in our number of stores and an increase in
our inventories, which we generally take on credit, in December 2011
in anticipation of the Chinese New Year festive celebration, which
occurred in January 2012; (ii)) a RM10.2 million, or 17.8%, increase
in other payables mostly due to our contractors in connection with
the store rollout programme we undertook in 2011; (iii) a decrease in
prepayments of RM12.3 million, or 68.0%, from 2010 to 2011,
primarily because we made a bulk payment in advance of RM14.2
million for phone reload soft pins in December 2010 in anticipation of
the high demand in phone reloads for the New Year and Chinese
New Year festive celebration in early February 2011; and (iv) a
RM24.3 million, or 25.5%, increase in our inventories in 2011, in
anticipation of high demand during the Chinese New Year festive
celebration, which occurred in January 2012. Although our interest
expense increased in 2011 from 2010, we paid RM2.2 million less in
interest, or 29.2%, in 2011 due to late billing by our creditors in 2011.
We paid RM8.7 million in tax in 2011 and RM10.4 million in tax in
2010.
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(b)

()

Net cash flows used in investing activities

Our net cash flow used in investing activities was RM65.5 million for
the year ended 31 December 2013, mainly attributable to RM41.7
million in spending for new store openings and the refurbishments of
our stores, purchase of beverage machines, safes, computers and
other equipment for our stores and net cash outflows of RM24.7
million in advances to our holding company.

Our net cash flow used in investing activities was RM97.6 million for
the year ended 31 December 2012, mainly attributable to net cash
outflows of RM86.3 million in advances to our holding company,
RM15.3 million for the refurbishments of our stores, purchase of
beverage machines, safes, computers and other equipment for our
new stores and RM5.8 million in proceeds from the sale of quoted
shares.

Our net cash flow used in investing activities was RM16.5 million for
the year ended 31 December 2011, mainly attributable to RM20.4
million in the purchase of property, plant and equipment in
connection with our opening of new stores, RM6.6 million for the
purchase of quoted shares and net proceeds of RM8.9 million from
our holding company’s repayments of our advances.

Our net cash flow used in investing activities was RM27.0 million for
the year ended 31 December 2010, mainly attributable to RM19.1
million in the purchase of property, plant and equipment in
connection with our opening of new stores and RM8.7 million from
advances to our holding companies, net of repayment.

Net cash flow (used in)/generated from financing activities

Our net cash used in financing activities was RM105.8 million for the
year ended 31 December 2013, mainly attributable to our RM117.5
million dividends paid to BRetail and RM576.7 million in proceeds
from bankers’ acceptances, of which we repaid RM554.7 million. We
repaid RM22.0 million less than we received from the bankers’
acceptances mainly due to timing differences.

Our net cash flow generated from financing activities was RM15.2
million for the year ended 31 December 2012, mainly attributable to
RM427.7 million in proceeds from bankers acceptances, which we
use to finance our short-term working capital requirements, and of
which we repaid RM401.4 million. We repaid RM26.2 million less
than we received from bankers’ acceptances in 2012 due to timing
differences. Partially offsetting our proceeds from bankers’
acceptances were repayments of RM3.1 million in term loans and
RM?7.9 million in hire purchase and finance lease liabilities.

Our net cash flow used in financing activities was RM79.8 million for
the year ended 31 December 2011, mainly attributable to our
declaration of RM12.0 million in dividends and repayments of loans,
including net repayments of RM55.0 million on our revolving credit
facility, RM9.1 million in hire purchase and finance lease liabilities
and RM3.1 million in term loans. Our proceeds from bankers’
acceptances largely offset our repayment of bankers’ acceptances.
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Our net cash flow used in financing activities was RM17.7 million for
the year ended 31 December 2010, mainly attributable to our
declaration of RM15.0 million in dividends and repayments of loans,
including net repayments of RM20.0 million on our revolving credit
facility and RM7.8 million repayments on hire purchase and finance
lease liabilities. Partially offsetting these payments were net
proceeds from bankers’ acceptances of RM19.0 million and net
proceeds from term loans of RM8.1 million.

Borrowings

Our borrowings consist of bankers’ acceptances, term loans, hire purchase
and finance lease liabilities. Our primary facilities are our bankers’
acceptance facilities, which we use in our day-to-day working capital
management. While we generally purchase merchandise on credit terms of
30 to 60 days, we are required to pay for certain of our high-turnover
merchandise, including mobile phone reloads, within a shorter timeframe. We
use bankers' acceptance facilities for our working capital management in
respect of such merchandise.

Our total outstanding borrowings as at 31 December 2013 were as follows:

{RM’000)

Long-term borrowings
Secured finance leases 5,186
Secured term loans 819
Total long-term borrowings 6,005

Short-term borrowings
Secured finance leases 5,912
Secured term loans 2,180
Unsecured bankers’ acceptances 111,500
Total short-term borrowings 119,692
Total borrowings 125,597
Gearing ratio (imes)!" 1.70
Net gearing ratio (times)® 1.05

Noftes:

(1)

Py Computed based on total borrowings over fotal equity.

Computed based on total borrowings less cash and bank balances over total equity.

We have not been in default on payments of either interest or principal for
any of our borrowings throughout the past financial year and up to the date of
this Prospectus. We are not in breach of terms and conditions or covenants
associated with our credit arrangements or bank loans which can materially
affect our financial position and results or business operations, or the
investments by holders of our Shares.
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The maturity profile of our borrowings as at 31 December 2013 is as follows:

RM’000
Within one year 119,592
One to two years 4723
Two to five years 1,282
Total 125,597

The table below sets forth our total fixed rate and floating rate borrowings as
at 31 December 2013:

RM’000
Fixed rate 11,098
Floating rate 114,499
Total 125,597

The effective interest rate of our fixed rate borrowings as at 31 December
2013 ranged from 5.0% to 6.9% per annum. The effective interest rate of our
floating rate borrowings as at 31 December 2013 ranged from 4.9% to 5.4%
per annum.

In 2011, we began utilising BRetail's bankers’ acceptance facility as part of
our working capital management strategy. In November 2013, we ceased our
third-party utilisation of BRetail's muiti-trade lines facility and we have settled
all amounts outstanding under BRetail's bankers’ acceptance facility.

As at the date of this Prospectus, we had the following material borrowing
facilities:

(a) RM20.0 million bankers’ acceptance

On 18 December 2012, we signed a RM20.0 million floating rate
bankers’ acceptance facility with a Malaysian bank which was
guaranteed by BRetail. The bank has no objection to replace the
BRetail guarantee with a corporate guarantee from 7-Eleven
Malaysia Holdings upon the successful Listing. The purposes of this
facility is to finance imports and local purchases of goods related to
our business, restricted to our top 20 suppliers for general
merchandise, and from U-Mobile Sdn. Bhd., as well as non-related
parties, for prepaid reload coupons. Under the terms of the facility,
we can draw in one or multiple drafts up to a total of RM20.0 million
in the aggregate outstanding at any given time, each draft payable in
90 days or as otherwise provided in the invoice. The facility contains
customary covenants limiting, among others, our ability to incur
additional borrowings from other financial institutions, pledge or
dispose of our assets and change our directors or ownership
structure. The bank can terminate the facility at will.
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(b)

(c)

RM70.0 million bankers’ acceptance and bank guarantee

On 1 August 2008, we signed a RM70.0 million floating rate bankers'
acceptance facility with a Malaysian bank. The facility has been
amended and supplemented from time to time, most recently on 19
July 2013, when we signed a combined RM70.0 million bankers'
acceptance facility and bank guarantee, with a RM10.0 million sub-
limit for the bank guarantee. The purpose of the facility is to finance
our local purchase of goods and stock. Under the terms of the
facility, we can draw in one or multiple drafts up to a total of RM60.0
million in the aggregate outstanding at any given time, each draft
payable in 120 days or on the bank’s demand. The facility contains
customary covenants limiting, among others, the maximum total
outstanding amount of bank borrowings we may have at any time,
our ability to encumber our assets, and make advances or loans to
related companies. The facility also requires that TSVT maintain at
least 51.0% indirect ownership in us at all times. The bank can
terminate the facility with 14 days’ written notice.

The bank guarantee is generally subject to the same applicable
terms as the bankers' acceptance. For any non-financial guarantee
provided under this facility, we pay a 1.0% commission per year and
for any financial guarantee provided under this facility, we pay a
1.1% commission per year.

RM50.0 million multi-trade lines

In December 2013, we signed a multi-trade lines facility with a
combined limit of RM50.0 million comprising of a floating rate short-
term revolving credit facility, floating rate bankers’ acceptance facility
and floating rate financial and non-financial bank guarantees. 7-
Eleven Malaysia Holdings will provide a RM50.0 million guarantee on
this facility contingent on the successful Listing. The short-term
revolving credit portion initially had a sub-limit of RM50.0 million
which was reduced to RM20.0 million from 1 March 2014. The
purpose of this multi-trade lines facility is to fund our working capital
requirements, make purchase from residents and non-residents, act
as security deposits, customs duties and utilities deposits related to
our normal course of business and as performance bonds, advance
payment bonds and warranty bonds related to our normal course of
business.

The facility contains customary covenants limiting, among others, our
ability to incur additional indebtedness above RM50.0 million per
annum, our ability to allow changes to our ownership structure (other
than as part of the Pre-lPO Reorganisation) and our ability to
encumber our assets, in each case without consent. Under the terms
of the facility, we can draw in one or multiple drafts up to a total of
RM50.0 million in the aggregate outstanding at any given time, with
each draft drawn under the short-term revolving credit facility
payable in either 30, 60, 90 or 365 days. The bank may terminate the
facility with 30 days' written notice.

For any non-financial guarantee provided under this facility, we pay a

1.2% commission per year and for any financial guarantee provided
under this facility, we pay a 1.5% commission per year.
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{iv) Capital expenditures

(a) Historical capital expenditures

The following table sets out our number of new stores and capital

expenditures incurred during the years/period indicated:
Year ended 31 December From 1
January
2014 to the
2010 2011 2012 2013 LPD
Number of new stores 118 129 84 167 29

Capital expenditures

New stores (RM'000)'" 23,474 26,973 20,882 40,975 8,132
Refurbishment (RM'000) 4,297 3,310 1,338 19,563 19,050
Head office (RM'000) 3,822 2,891 2,284 2,338 1,751
Spare equipment (RM’000) 7,298 3,127 - 916 951

Total capita' expenditures (RM’OOO) 38,891 36,301 24,504 63,792 29,884

Average capital expenditure per 199 209 248 245 280
new store (RM'000)""

(b)

Note:

™ Excludes initial inventory costs.

The majority of our capital expenditures relates to our opening of
new stores, for which we incur expenses primarily relating to the
design and fitting out of new stores. Our capital expenditures on
refurbishment involve renovation of store tiling, walls and ceiling
together with replacement of aged equipment, our capital
expenditures at our head office relate primarily to the purchase of
replacement equipment and upgrading of IT system and our spare
equipment expenditures relates primarily to bulk orders of beverage
machines for future stores.

Planned capital expenditures

The following table sets out our planned capital expenditures for the
period indicated:

From LPD to

31 December 2014

{RM°000)

Opening of new stores 46,367
Upgrading of [T system 60,072
Construction and fitting of our new CDC 15,000
Refurbishment of stores 24,030
Total planned capital expenditures 145,469
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v)

We expect to fund the above planned capital expenditures, which
primarily relate to costs associated with our opening of new stores,
upgrading of IT system, construction and fitting out our new CDC
and carrying out our store refurbishment programme, through our
internal cash flows and part of the proceeds from the IPO.

Our actual capital expenditures may differ from the amounts set out
above due to various factors, including our future cash flows, results
of operations and financial condition, changes in the local economy
in Malaysia, matters relating to possible construction/development
delays, defects or cost overrun and other factors that are beyond our
control.

Material commitments

The following table summarises our capital commitments and operating lease
commitments as at the LPD:

Payments due by period

After one
year but
Within one  within five
Year years Total
(RM’000) (RM’000) (RM’000)
Capital commitments
Approved and
contracted for 14.000 - 14,000
Approved but not
contracted for 165,542 32,018 197,560
Operating lease commitments
As lessee 2,178 5385 2,773
As lessor 192 17 209
Total 181,912 32,630 214,542

Our approved and contracted capital commitments are based on purchase
orders issued to vendors, which comprise mainly of orders for renovation,
equipment, furniture and fittings for new stores. Our approved but not
contracted capital commitments relate to capital expenditures for the costs of
our remaining stores that we intend to open in 2014, at an estimated cost of
RM200,000 to RM300,000 per store, as well as capital expenditures for the
upgrading of IT systems, construction and fitting of our new CDC and
refurbishment of stores.

We plan to meet our material commitments through our cash and cash
equivalents on hand, as well as cash generated from future operations,
funding from other financing activities (if required) and part of the net
proceeds from the IPO.

Save as disclosed above, as at the LPD, our Board is not aware of any
material capital commitments incurred or known to be incurred by us that
have not been provided for which, upon becoming enforceable, may have a
material impact on our financial results.
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{vii)

Material acquisitions and divestitures

Other than our sale of quoted shares as discussed in Section 10.2.5(ii)(b) of
this Prospectus, we have not made any material acquisitions or divestitures
since the beginning of our last three financial years to the date of this
Prospectus.

Key financial ratios

The following table sets out our key financial ratios for the years indicated:

Year ended 31 December

2010 2011 2012 2013
Average trade payables
turnover period (days):
- Merchandise'" 71 72 76 74
- Commission® 18 20 22 23
Average inventory turnover
period (days)
- Merchandise™ 33 33 32 31
- Commission' 1 4 7 7
Current ratio (times)"® 0.87 0.89 1.00 0.81
Gearing ratio (times)"® 1.84 0.91 0.78 1.70
Net gearing ratio (times)"”’ 1.38 0.42 0.55 1.05
Notes:

" Computed as one half of the sum of the opening and closing trade payables for the

period {excluding those due to phone and online gaming reload Soft PINs suppliers)
divided by the sum of the change in inventory and cost of sales dunng the period,
multiplied by the number of days in the period.
@ Computed as one half of the sum of the opening and closing trade payables for the
penod relating to mobile phone and online gaming reload Soft PINs suppliers divided
by the sum of the change in inventory and purchases during the period, multiplied by
the number of days in the period.
@ Computed as one half of the sum of the opening and closing inventory for the period
divided by the cost of goods sold (relating fo merchandise sales only) during the
period, multiplied by the number of days in the period.
“@ Computed as one half of the sum of the opening and closing inventory for the period
divided by purchases of mobile phone and online gaming refoad Soft PINs during the
period, multiplied by the number of days in the penod.

) Computed based on current assets over current liabilities.

© Computed based on total borrowings over total equity.

o Computed based on total borrowings less cash and bank balances over total equity.

Due to the nature of our convenience store business, all of our transactions
with customers are settled on a cash basis. Therefore, we do not have any
trade receivables.
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(a)

(b)

Trade payables
(aa) Merchandise

Our average merchandise trade payable turnover period
increased slightly from 71 days for the year ended 31
December 2010 to 72 days for the year ended 31 December
2011. Our average merchandise trade payable turnover
period increased from 72 days for the year ended 31
December 2011 to 76 days for the year ended 31 December
2012 due to timing differences in our payments. Our average
merchandise trade payable turnover period decreased from
76 days for the year ended 31 December 2012 to 74 days
for the year ended 31 December 2013.

(bb) Commission

Our average commission trade payable turnover period
increased from 18 days for the year ended 31 December
2010 to 20 days for the year ended 31 December 2011. Our
average commission trade payable turnover period
increased from 20 days for the year ended 31 December
2011 to 22 days for the year ended 31 December 2012. Our
average commission trade payable turnover period
increased slightly from 22 days for the year ended 31
December 2012 to 23 days for the year ended 31 December
2013.

The credit period imposed by MOL and U Mobile to 7-Eleven
Malaysia are seven days and 60 days respectively (Please
refer to Section 13.1.2 of this Prospectus for further details
on the nature of the transactions with MOL and U-Mobile
respectively). MOL imposes a credit period of seven days on
7-Eleven Malaysia because MOL, being an intermediary
between 7-Eleven Malaysia and a reseller of mobile phone
reloads, also has to comply with similar credit period
imposed by the said reseller on MOL.

We make a concerted effort to pay our suppliers on a timely basis.
The official credit period for merchandise extended by our suppliers
is generally between 30 and 60 days from the creditors’ statement
date. We pay our suppliers for merchandise within 70 to 74 days
which is within their acceptable credit period. The official credit
period for mobile phone and online gaming reload Soft PINs
extended by our suppliers is generally between seven and 60 days
from the creditors’ statement date. We pay our suppliers for mobile
phone and online gaming reload Soft PINs within 18 to 23 days
which is within their official credit period.

Inventory turnover

Our average inventory turnover period for merchandise remained
unchanged throughout the year ended 31 December 2010 to the
year ended 31 December 2011. Our average inventory turnover
period for merchandise decreased from 33 days for the year ended
31 December 2011 to 31 days for the year ended 31 December 2013
due to an increase in the proportion of products for our stores in
Peninsular Malaysia that our vendors had delivered to the CDC,
which allows us to more efficiently manage inventory.
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(c)

For the year ended 31 December 2010, average inventory turnover
period for commission was only one day due to substantial supply of
mobile phone reloads which were on consignment. Our average
inventory turnover period for commission increased to four days in
the year ended 31 December 2011 because we increased mobile
reload inventory as part of an effort to ensure better control over our
inventory in view of increasing reload sales. Our average inventory
turnover period for commission was relatively stable at seven days
for the years ended 31 December 2012 and 2013.

Current ratio

Our current ratio increased marginally from 0.87 times as at 31
December 2010 to 0.89 times as at 31 December 2011. Our current
ratio increased from 0.89 times as at 31 December 2011 to 1.00
times as at 31 December 2012 primarily due to our net additional
advances to our holding company and the accrual of interest on our
advances to our holding company, in an aggregate amount of
RM101.1 million, as well as the other working capital changes as
discussed in Section 10.2.5(ii) of this Prospectus. Our current ratio
decreased from 1.00 times as at 31 December 2012 to 0.81 times as
at 31 December 2013 due primarily to the RM79.4 million decrease
in sundry receivables primarily due to a decrease in the amounts due
to us from BRetail as a result of BRetail's settlement of intercompany
balances owed to us, as well as the other changes in working capital
as discussed in Section 10.2.5(ii) of this Prospectus.

All of our sales are based on cash terms and therefore we have no
trade receivables. The average inventory turnover period of our
stores ranged from 29 to 33 days during the years ended 31
December 2010 to 2013. On the other hand, all of our purchases are
based on merchandise suppliers’ acceptable credit terms, ranging
from 30 to 60 days and normally extends to about 70 to 74 days by
the time suppliers present checks for clearing. We are able to
leverage on this cash flow timing differences to optimise our cash
management. For the past four years ended 31 December 2010,
2011, 2012 and 2013 we recorded net cash generated from
operating activities of RM63.5 million, RM107.3 million, RM66.7
million and RM186.9 million respectively. Hence, there is no
necessity for us to maintain a current ratio of more than 1.00 times.

[The rest of this page has been intentionally left blank]
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(viii)

(d)

(e)

Gearing ratio

Our gearing ratio decreased from 1.84 times as at 31 December
2010 to 0.91 times as at 31 December 2011 primarily due to our
repayment of a RM82.8 million revolving credit facility in 2011 and a
RM18.1 million increase, or 39.4%, in our retained profit. Our gearing
ratio decreased from 0.91 times as at 31 December 2011 to 0.78
times as at 31 December 2012 largely due to a RM40.5 million
increase, or 63.1%, in our retained profit, which was partially offset
by our RM26.2 million, or 41.5%, additional outstanding bankers'
acceptances at the end of 2012 as compared to 2011 due to
payment timing differences. Our gearing ratio increased significantly
from 0.78 times as at 31 December 2012 to 1.70 times as at 31
December 2013 primarily due to a RM65.7 million decrease, or
62.8%, in our retained earnings that was mostly due to the RM117.5
million dividend payment to BRetail, as well as a RM16.3 million
increase, or 14.8%, in our borrowings mostly due to a RM22.0
million, or 24.6%, increase in bankers’ acceptances at the end of the
period due to payment timing differences.

Net gearing ratio

Our net gearing ratio decreased from 1.38 times as at 31 December
2010 to 0.42 times as at 31 December 2011 primarily due to our
repayment of a RM82.9 million revolving credit facility in 2011 and a
RM18.1 million increase, or 39.4%, in our retained profit and a
RM11.0 million increase, or 29.9%, in our cash and bank balances.
Our net gearing ratio increased from 0.42 times as at 31 December
2011 to 0.55 times as at 31 December 2012 largely due to a RM40.5
million increase, or 63.1%, in our retained profit, which was partially
offset by our RM26.2 million, or 41.5%, additional outstanding
bankers' acceptances at the end of 2012 as compared to 2011 due
to payment timing differences and our RM15.7 million decrease, or
32.8%, in cash and bank balances. Our net gearing ratio increased
significantly from 0.55 times as at 31 December 2012 to 1.05 times
as at 31 December 2013 primarily due to a RM65.7 million decrease,
or 62.8%, in our retained earnings that was mostly due to the
RM117.5 million dividend payment to BRetail, as well as a RM16.3
million increase, or 14.9%, in our borrowings mostly due to a RM22.0
million increase, or 24.6%, in bankers' acceptances at the end of the
period due to payment timing differences, which were partially offset
by a RM15.6 million increase, or 48.4%, in our cash and bank
balances. The changes in our cash and bank balances in each
period were due to the reasons described in Section 10.2.5(ii) of this
Prospectus.

Off-balance sheet arrangements

We have a bank guarantee of RM8&.0 million as at 31 December 2013 from a

Malaysian bank as security for rental, telephone, medical and electricity
deposits for various government, statutory bodies and private companies for
the day-to-day operations of our “7-Eleven” business. The bank guarantee is
secured by our land and buildings with total carrying amount of RM24.7
million as at 31 December 2013. We also have a RM10.0 million bank
guarantee as part of our RM70.0 million bankers' acceptance facility and
bank guarantee with a Malaysian bank.
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Contingent liabilities

Other than the material litigation disclosed in Section 15.5 of this Prospectus,
as at the LPD, our Board is not aware of any contingent liabilities which,
upon becoming enforceable, may have a material adverse impact on our
results of operations or financial performance and position. In relation to the
material litigation disclosed in Section 15.5 of this Prospectus, we have made
provisions of RM6.6 million as at the LPD.

10.2.6 Financial risk management

We are exposed to certain financial risks arising from our operations and the use of
financial instruments. The key financial risks inciude credit risk, liquidity risk and
interest rate risk. We do not undertake derivative transactions to manage any of our
market risks.

Our Board has overall responsibility for the oversight of financial risk management,
including the identification of operational and strategic risks, and subsequent action
plans to manage these risks. Our management is responsible for identifying,
monitoring and managing our risk exposures.

Our key financial risks are as follows:

(i)

(ii)

Credit risk

Credit risk is the risk of loss that may arise on outstanding financial
instruments should a counterparty default on its obligations. Our exposure to
credit risk arises primarily from sundry receivables. For other financial assets
(including cash and bank balances), we minimise credit risk by dealing with
high credit rated counterparties. We measure receivable balances on an
ongoing basis. At the end of the reporting date, our maximum exposure to
credit risk is represented by the carrying amount of each class of financial
assets recognised in the consolidated statement of financial position. As at
31 December 2013, approximately 70.0% of our sundry receivables were
due from BRetail, our holding company. BRetail has fully settled the
advances in cash and also via the issuance of the Note pursuant to the Pre-
IPO Reorganisation. Pursuant to the indorsement of the Note from BRetail to
us, there will be an amount owing to us amounting to RM136,887,521 which
will be settled by 7-Eleven Malaysia Holdings after the IPO using the
proceeds from the Public Issue and in turn, we will utilise the cash received
pursuant to the settlement of the Note in accordance with the utilisation of
proceeds as set out in Section 4.10 of this Prospectus. Consequently, we will
no longer be exposed to any credit risk from BRetail.

Liquidity risk

Liquidity risk is the risk that we will encounter difficulty in meeting financial
obligations due to shortage of funds. Our exposure to liquidity risk arises
primarily from mismatches of the maturities of financial assets and liabilities.
Our objective is to maintain a balance between continuity of funding and
flexibility through the use of stand-by credit facilities.
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10.2.8

The following table shows the maturity profile of our financial liabilities as at
31 December 2013 based on contractual undiscounted repayment

obligations.
One year One to five
Financial liabilities or less years Total
(RM’000) (RM’000) (RM’000)
Trade and other payables 415,572 - 415,572
Borrowings 125,798 7.255 133,053
Total undiscounted financial
liabilities 541,370 7,255 548,625

(iii) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of our
financial instruments will fluctuate because of changes in market interest
rates. Our interest bearing assets are made up of deposits with a licensed
bank and advances to BRetail. We manage the interest rate risk on our
deposits with a licensed bank by placing deposits at the most competitive
rates obtainable. We charge interest income on advances to BRetail at rates
comparable to market rates.

Our borrowings at floating rates expose us to cash flow interest rate risk. Our
borrowings at fixed rates expose us to fair value interest rate risk. We
manage our risk by maintaining a mix of fixed and floating rate borrowings.
Taking into account our borrowings, deposits with licensed banks and
advances to BRetail, as at 31 December 2013, if interest rates had been 50
basis points lower/higher, with all other variables heild constant, our profit
after tax would have been RMO0.2 million higher/lower.

Treasury policy and objectives

Sales proceeds from each of our "7-Eleven” convenience stores are banked-in daily
and monitored by our head office daily through internet banking services. We rely on
daily sales proceeds, merchandise suppliers’ credit terms, ranging from 30 to 60 days
and normally extends to about 70 to 75 days, and trade lines from financial
institutions to fund our operations. We use bankers’ acceptances as part of our day-
to-day treasury policy to help us assure timely payment to our creditors.

Inflation

We do not believe that inflation has had a material impact on our business, financial
condition or results of operations for the years presented. However, inflation may
affect our financial performance by increasing certain of our expenses, such as
expenses relating to employee benefits. Any increase in the inflation rate beyond
levels experienced in the past may affect our operations and financial performance if
we are unable to fully offset higher costs through increased revenue.
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10.2.9 Government/economic/fiscal/monetary policies

We pay new employees in accordance with the Malaysian statutory minimum wage,
which increased in December 2012 from RM750 per month to RM900 per month in
Peninsular Malaysia and from RM700 per month to RM800 per month in East
Malaysia. Our store staff costs increased by RM24.1 million, or 17.4%, from RM137.9
million in 2012 to RM162.0 million in 2013. Any future changes in the Malaysian
statutory minimum wage could materially affect our results of operations.

Moreover, the Malaysian Government's stated intention is to reform subsidies across
a number of products and services, including electricity. Pursuant to an
announcement by the Malaysian Government on 2 December 2013, the average
electricity tariff in Peninsular Malaysia increased on 1 January 2014. Accordingly, the
effects of the tariff increase are not reflected in our audited consolidated financial
information included in this Prospectus. The ftariff increase for commercial usage
ranges from 10.6% to 18.4%, depending on the voltage, timing and amount of
electricity used. For our usage, the tariff increase was approximately 17%. Assuming
our consumption of electricity remains the same, our total electricity cost should
increase accordingly (in addition to increases due to other factors, such as the
opening of new stores).

We attempt to mitigate the effects of cost increases either through increased
efficiency to offset the increases or, when that is not possible, by passing costs onto
customers and/or suppliers. For instance, we are undertaking efforts to improve
energy efficiency at our stores in an effort to mitigate the impact of the electricity tariff
increase. Although we attempt to contain our cost increases or pass such cost
increases to our customers and/or suppliers, there is no guarantee that we will be
able to do so in the future.

10.2.10 Order book

Due to the nature of our business, we do not maintain an order book.

10.2.11 Prospects

We expect the following factors, in addition to the factors described in this section
and those included in Section 5 of this Prospectus, to affect the results of our
operations and financial condition for the year ending 31 December 2014:

(i) our ability to maintain our market share and grow our revenue;

(i) the condition of the Malaysian and global economy and expectations of
economic recovery; and

(iii) our ability to manage our operating costs.

Save as disclosed above and in Section 5 of this Prospectus, there are no other
known trends, uncertainties, demands, commitments or events that are reasonably
likely to have a material effect on our financial condition and results of operations,
and our Board expects our performance for the year ending 31 December 2014 to be
satisfactory.

10.2.12 Recent accounting pronouncements

With the change from FRS to MFRS and IFRS, numerous new accounting policies
apply to us, some of which are not yet effective. Please refer to Section 5.3.1 of the
Accountants’ Report as set out in Section 11 of this Prospectus for further information
on a discussion of certain accounting changes that may have an impact on our
financial statements.
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10.3

Capitalisation and indebtedness

The information in this table should be read in conjunction with the Reporting Accountants’
letter on our pro forma consolidated financial information and the Accountants’ Report
together with its accompanying notes as set out in Sections 10.4 and 11 of this Prospectus

respectively.

The pro forma capitalisation and indebtedness information below does not represent our
Group’s actual capitalisation and indebtedness as at 31 December 2013 and is provided for
illustrative purposes only. Save as disclosed in Section 10.2.5(iii)(a) of this Prospectus, the
total indebtedness of our Group is not guaranteed by any third party.

'pro forma | Mpro forma II
After Pro forma
1, our IPO,
As at After the Pre- Listing and
31 December IPO utilisation of
2013 Reorganisation proceeds
(RM’000) (RM’000) {(RM’000)
Cash and bank balances® # 47,840 279,955
Indebtedness
Short term borrowings
Secured
- Term loans - 2,180 2,180
- Hire purchase and finance lease
liabilities - 5,912 5,912
- 8,092 8,092
Unsecured
- Bankers acceptances - 111,500 111,500
- 119,592 119,592
Long term borrowings
Secured
- Term Loans - 819 819
- Hire purchase and finance lease
liabilities - 5,186 5,186
- 6,005 6,005
Total indebtedness®® - 125,597 125,597
Net (debt) / cash'¥ - (77,757) 154,358
Total (deficit)/equity (7,677) )(70,643) 164,403
Total capitalisation and
indebtedness (7.677) 54,954 290,000
Gearing ratio (times)® Not applicable®® Not applicable® 0.76

Net debt-to-equity ratio (times)® Not applicable®
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Notes:

# Represents RM2.00.

ke Presented on pro forma basis as at 31 December 2013 as our first statutory audited financial statements
are for the financial period ended 31 December 2013 and we did not have any financial records pnor to
the date of our incorporation on 16 August 2013.

@ Cash and bank balances include cash on hand and at banks and short term deposits with licensed
banks.

4 Total indebtedness includes short-term borrowings and long-term borrowings.

“ Computed based on cash and bank balances less total indebtedness.

64 Computed based on total indebtedness over total equity.

© Computed based on total indebtedness less cash and bank balances over total equity.

@ Attnbutable to the reorganisation deficit which arose as a result of the Pre-IPO Reorganisation of
RM1,343.2 million.

® Not applicable due to total deficit position.

® Not applicable as the proforma cash and bank balances is more than total indebtedness.

Except as disclosed in this Prospectus, there have been no material variances in our total
indebtedness and total equity as at the LPD as compared to the amounts as at 31 December
2013.

[The rest of this page has been intentionally left blank]
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10.4 Reporting Accountants’ letter on our pro forma consolidated financial information

g

Ernst & Young ar: o030 Tel: +603 7495 8000
Chartered Accountants Fax: +603 2095 5332 (General line)
Level 23A Menara Milenium +603 2095 9076
. Jalan Oamantlela, Pusat Bandar Oamansara +603 2095 9078
Building a better 50490 Kuala Lumpur Malaysia ey.com

working world

REPORTING ACCOUNTANTS' REPORT ON THE COMPILATION OF PRO FORMA FINANCIAL
INFORMATION
(Prepared for inclusion in this Prospectus to be dated 8 May 2014)

22 April 2014

The Board of Directors

7-Eleven Malaysia Holdings Berhad

(formerly known as Seven Convenience Berhad)
Level 7, Menara Milenium,

Jalan Damanlela,

Pusat Bandar Damansara, Damansara Heights,
50490 Kuala Lumpur.

Dear Sirs,

PRO FORMA FINANCIAL INFORMATION

INITIAL PUBLIC OFFERING (“IPO") OF UP TO 530,325,000 ORDINARY SHARES OF RM0.10
EACH IN 7-ELEVEN MALAYSIA HOLDINGS BERHAD (FORMERLY KNOWN AS SEVEN
CONVENIENCE BERHAD) (“7-ELEVEN MALAYSIA HOLDINGS” OR “COMPANY") IN
CONJUNCTION WITH THE LISTING OF AND QUOTATION FOR THE ENTIRE ENLARGED
ISSUED AND PAID-UP SHARE CAPITAL OF 7-ELEVEN MALAYSIA HOLDINGS, COMPRISING
1,233,385,000 ORDINARY SHARES OF RMO0.10 EACH (“SHARES"), ON THE MAIN MARKET
OF BURSA MALAYSIA SECURITIES BERHAD (“LISTING") INVOLVING AN OFFER FOR SALE
OF UP TO 348,940,000 EXISTING SHARES AND A PUBLIC ISSUE OF 181,385,000 NEW
SHARES

We have completed our assurance engagement to report on the compilation of pro forma
financial information of 7-Eleven Malaysia Holdings and its subsidiaries ("7-Eleven Malaysia
Holdings Group” or "Group") prepared by the Directors of 7-Eleven Malaysia Holdings. The pro
forma financial information consists of the pro forma consolidated statement of financial
position as at 31 December 2013, the pro forma consolidated income statements and pro
forma consolidated statements of comprehensive income for the financial years ended 31
December 2010 to 31 December 2013, and the pro forma consolidated statement of cash
flows for the financial year ended 31 December 2013 and the related notes as set out in
Appendix 1. The applicable criteria on the basis of which the Directors of 7-Eleven Malaysia
Holdings have compiled the pro forma financial information are specified in the Prospectus
Guidelines - Equity issued by the Securities Commission Malaysia ("SC") and the notes set out
in Appendix 1.

A member firm of Ernst & Young Global Limited
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The pro forma consolidated statement of financial position has been compiled by the Directors
of 7-Eleven Malaysia Holdings to illustrate the impact of the transactions set out in Note 6 of
Appendix 1 on the Group’s financial position as at 31 December 2013 as if the transactions
had taken place on 31 December 2013. For the purposes of the pro forma consolidated
income statements and pro forma consolidated statements of comprehensive income for the
financial years ended 31 December 2010 to 31 December 2013, and the pro forma
consolidated statement of cash flows for the financial year ended 31 December 2013, the 7-
Eleven Malaysia Holdings Group structure is assumed to have been in existence throughout the
financial years under review.

As part of this process, information about the financial position, financial performance and
cash flows has been extracted by the Directors of 7-Eleven Malaysia Holdings from the
Financial Statements of 7-Eleven Malaysia Holdings for the financial year ended 31 December
2013 and the Reissued Consolidated Financial Statements of 7-Eleven Malaysia Sdn Bhd and
its subsidiaries ("7-Eleven Malaysia Group”) for the financial years ended 31 December 2010
to 31 December 2013, on which audit reports have been published.

The Directors’ responsibility for the pro forma financial information

The Directors of 7-Eleven Malaysia Holdings are responsible for compiling the pro forma
financial information on the basis of the applicable criteria.

Our responsibilities

Our responsibility is to express an opinion as required by the SC, about whether the pro forma
financial information has been compiled, in all material respects, by the Directors of 7-Eleven
Malaysia Holdings on the basis of the applicable criteria.

We conducted our engagement in accordance with the Malaysian Approved Standard on
Assurance Engagements, ISAE 3420 Assurance Engagements to Report on the Compilation of
Pro Forma Financial Information included in a Prospectus issued by the Malaysian Institute of
Accountants. This standard requires that we comply with ethical requirements and plan and
perform procedures to obtain reasonable assurance about whether the Directors have
compiled, in all material respects, the pro forma financial information on the basis of the
applicable criteria.

For the purpose of this engagement, we are not responsible for updating or reissuing any
reports or opinions on any historical financial information used in compiling the pro forma
financial information, nor have we, in the course of this engagement, performed an audit or
review of the financial information used in compiling the pro forma financial information.

A member firm of Ernst & Young Global Limited
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Our responsibilities (cont'd.)

The purpose of pro forma financial information included in a prospectus is solely to illustrate
the impact of a significant event or transaction on unadjusted financial information of the
entity as if the event had occurred or the transaction had been undertaken at an earlier date
selected for purposes of the illustration. Accordingly, we do not provide any assurance that the
actual outcome of the event or transaction would have been as presented.

A reasonable assurance engagement to report on whether the pro forma financial information
has been compiled, in all material respects, on the basis of the applicable criteria involves
performing procedures to assess whether the applicable criteria used by the Directors in the
compilation of pro forma financial information provide a reasonable basis for presenting the
significant effects directly attributable to the event or transaction, and to obtain sufficient
appropriate evidence about whether:

- The related pro forma adjustments give appropriate effect to those criteria; and

- The pro forma financial information reflects the proper application of those
adjustments to the unadjusted financial information.

The procedures selected depend on our judgment, having regard to our understanding of the
nature of the Group, the event or transaction in respect of which the pro forma financial
information has been compiled, and other relevant engagement circumstances.

The engagement also involves evaluating the overall presentation of the pro forma financial
information.

We believe that the evidence we obtained is sufficient and appropriate to provide a basis for
our opinion.

Opinion

In our opinion, the pro forma financial information of the Group has been compiled, in all
material respects, on the basis of Notes 4 to 7 as set out in Appendix 1.

A member firm of Ernst & Young Global Limited
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Other matters

This letter is issued for the sole purpose of complying with the Prospectus Guidelines - Equity
issued by the SC in connection with the IPO and Listing. Our work had been carried out in
accordance with Malaysian Approved Standards on Assurance Engagements and accordingly
should not be relied upon as if it had been carried out in accordance with standards and
practices in other jurisdictions. Therefore, this letter is not appropriate in other jurisdictions
and should not be used or relied upon for any purpose other than the IPO and Listing described
above. We accept no duty or responsibility to and deny any liability to any party in respect of
any use of, or reliance upon, this letter in connection with any type of transaction, including
the sale of securities other than the IPO and Listing.

Yours faithfully

(1)

Ernst & Young Teoh Soo Hock

AF: 0039 No. 2477/10/15(J)

Chartered Accountants Chartered Accountant
4

A member firm of Ernst & Young Global Limited
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APPENDIX 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

1.

Abbreviations

Unless the context otherwise requires, the following words and abbreviations shall apply

throughout this report:
7-Eleven Malaysia

7-Eleven Malaysia Group or 7-
Eleven Malaysia Holdings

Subsidiaries

7-Eleven Malaysia Holdings or
Company

7-Eleven Malaysia Holdings
Group or Group

7 Properties
Act

BRetail

Bursa Securities
CSSSB

IFRS

MFRS

IPO

Listing

RM and sen

7-Eleven Malaysia Sdn. Bhd.

Collectively, 7-Eleven Malaysia and its subsidiaries

i.e. CSSSB, 7 Properties and Teluk Juara

7-Eleven Malaysia Holdings Berhad (formerly known as

Seven Convenience Berhad)

Collectively, 7-Eleven Malaysia Holdings and the 7-
Eleven Malaysia Group

7 Properties Sdn. Bhd.

Companies Act, 1965 of Malaysia

Berjaya Retail Berhad

Bursa Malaysia Securities Berhad
Convenience Shopping (Sabah) Sdn. Bhd.

International Financial Reporting Standards issued by the
International Accounting Standards Board

Malaysian Financial Reporting Standards issued by the
Malaysian Accounting Standards Board

Initial public offering of up to 530,325,000 Shares
Listing of and quotation for the entire enlarged issued
and paid-up share capital, comprising 1,233,385,000

Shares, on the Main Market of Bursa Securities

Ringgit Malaysia and sen respectively

st Erost & YOUNg s 0039)

gé:y Chariared Astountants, Kudla Lumpur
= For tdentification purgases only
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7-Eleven Malaysia Holdings Berhad

Appendix 1
PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)
1. Abbreviations (cont’d.)
Financial Statements of 7- Refers to the audited financial statements of 7-Eleven
Eleven Malaysia Holdings Malaysia Holdings for the financial period ended 31

December 2013, covering a period from its date of
incorporation of 16 August 2013 to 31 December 2013,
which were prepared in accordance with MFRS and IFRS

Reissued Consolidated Refers to the consolidated financial statements of 7-
Financial Statements of 7- Eleven Malaysia Group for the financial years ended 31
Eleven Malaysia Group December 2010, 31 December 2011, 31 December 2012

and 31 December 2013 dated 31 March 2014, which
were reissued and prepared in accordance with MFRS
and IFRS and presented in columnar form solely for the
purpose of the preparation of Accountants’ Report and
Pro Forma Consolidated Financial Information for
inclusion in the Prospectus to be dated 8 May 2014

Share(s) Ordinary share(s) of RMO0.10 each in 7-Eleven Malaysia
Holdings
Teluk Juara Teluk Juara Sdn. Bhd.

2. Pre-IPO Reorganisation

7-Eleven Malaysia Holdings was incorporated on 16 August 2013 as an investment holding
company to facilitate the IPO and Listing. The Pre-IPO Reorganisation involved the
acquisition of 35,000,000 ordinary shares of RM1.00 each in 7-Eleven Malaysia by 7-Eleven
Malaysia Holdings, representing the entire issued and paid-up share capital of 7-Eleven
Malaysia, for a purchase consideration of RM1,378,247,497, which was satisfied in the
following manner:

I. issuance of 1,051,999,980 new Shares at an issue price of RM1.18 per share; and

ii. issuance of a promissory note amounting to RM136,887,521 in favour of BRetail (“Note”).
Upon receipt of the Note, BRetail had indorsed without recourse such Note in favour of 7-
Eleven Malaysia and delivered the Note duly indorsed to 7-Eleven Malaysia in full
settlement of the amount owed by BRetail to 7-Eleven Malaysia, to the extent of the sum
of RM136,887,521.

The acquisition was completed on 2 April 2014.

(collectively referred to as “Pre-IPO Reorganisation”)

5% Ernst & YOung (s 003
i cuntants. Kuoia Lumpur
6 - For damificetion purpases only
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7-Eleven Malaysia Holdings Berhad
Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)
3. Listing Scheme
The details of the Listing Scheme are as follows:

(@)  Anoffer for sale of up to 348,940,000 existing Shares (“Offer for Sale”) and public
issue of 181,385,000 new Shares (“Public Issue”) at an IPO price of RM1.38 per
Share involving:

i. institutional offering of up to 490,780,000 Shares to Malaysian and foreign
institutional and selected investors, including Bumiputera investors approved by
the Ministry of International Trade and Industry; and

ii. retail offering of 39,545,000 Shares to eligible directors and employees of 7
Eleven Malaysia Holdings Group and the Malaysian public.

(b)  Listing of and quotation for its enlarged paid up share capital, comprising
1,233,385,000 Shares, on the Main Market of Bursa Securities.

(collectively referred to as “Listing Scheme”)

4. Basis of preparation
The pro forma consolidated financial information consists of the following:

(a) The pro forma consolidated income statements and pro forma consolidated
statements of comprehensive income of 7-Eleven Malaysia Holdings Group for the
financial years ended 31 December 2010 to 31 December 2013;

(b)  The pro forma consolidated statement of financial position of 7-Eleven Malaysia
Holdings Group as at 31 December 2013; and

(c)  The proforma consolidated statement of cash flows of 7-Eleven Malaysia Holdings
Group for the year ended 31 December 2013.

The pro forma consolidated financial information has been prepared on the basis stated
below using the Financial Statements of 7-Eleven Malaysia Holdings for the financial period
ended 31 December 2013 and the Reissued Consolidated Financial Statements of 7-Eleven
Malaysia Group for the respective financial years and prepared in a manner consistent with
both the format of the financial statements and the accounting policies to be adopted by 7-
Eleven Malaysia Holdings Group.

The pro forma consolidated statement of financial position of 7-Eleven Malaysia Holdings
Group as at 31 December 2013 was prepared for illustrative purposes only to show the
effects of the transactions (as described in Note 6.1), with the assumptions that these
transactions were completed on 31 December 2013.

=B Erast & Young o o039
i ;s;‘%ﬁ*’ Crariered A . Kuata Lumpur
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7-Eleven Malaysia Holdings Berhad
Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)

4. Basis of preparation (cont’d.)

The Financial Statements of 7-Eleven Malaysia Holdings for the financial period ended 31
December 2013 have been prepared in accordance with MFRS and IFRS. There are no
comparatives as this is 7-Eleven Malaysia Holdings' first set of statutory audited financial
statements since its incorporation on 16 August 2013.

The Reissued Consolidated Financial Statements of 7-Eleven Malaysia Group for the
financial years ended 31 December 2010, 31 December 2011, 31 December 2012 and 31
December 2013 have been prepared in accordance with MFRS and IFRS.

The pro forma consolidated financial information is not necessarily indicative of the financial
position, results and cash flows of the operations of 7-Eleven Malaysia Holdings Group that
would have been attained had the Pre-IPO Reorganisation and Listing Scheme actually
occurred at the respective dates. Accordingly, such information, because of its nature may
not be reflective of the 7-Eleven Malaysia Holdings Group’s actual financial position and
does not purport to predict the future financial position of 7-Eleven Malaysia Holdings Group.

The pro forma consolidated financial information is presented in RM and all values are
rounded to the nearest thousand (RM’'000) except when otherwise indicated.

[The rest of this page has been intentionally left blank]

279



10.

FINANCIAL INFORMATION (Cont'd)

| Company No.: 1058531-W

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)

5.

7-Eleven Malaysia Holdings Berhad
Appendix 1

Pro forma consolidated income statements and pro forma consolidated statements of

comprehensive income

(i) Pro forma consolidated income statements

Revenue

Cost of sales

Gross profit

Other operating income

Selling and distribution
expenses

Administrative and other
operating expenses

Profit from operations

Finance costs

Profit before tax

Income tax expense

Net profit for the years

Proforma Proforma  Proforma  Proforma
2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
1,313,705 1,462,396 1,579,123 1,672,465
(971,225) (1,078,168) (1,153,881) (1,205,364)
342,480 384,228 425,242 467,101
100,098 95,518 99,105 116,531
(340,981) (366,537) (394,945) (435,443)
(53,657) (63,742) (63,275) (74,279)
47,940 49,467 66,127 73,910
(7,510) (8,993) (9,554) (8,646)
40,430 40,474 56,573 65,264
(13,142) (10,329) (16,091) (21,163)
27,288 30,145 40,482 44,101

[The rest of this page has been intentionally left blank]
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PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)
5.

7-Eleven Malaysia Holdings Berhad

Appendix 1

Pro forma consolidated income statements and pro forma consolidated statements of

comprehensive income (cont’d.)

(ii) Pro forma consolidated statements of comprehensive income

Proforma
2010

RM'000
Net profit for the years 27,288

Other comprehensive
(expense)/income:
Items that are or may be
reclassified subsequently
to profit or loss
Net (loss)/gain on
available-for-sale
financial assets:
- Loss on fair value
changes -
- Cumulative loss
reclassified to
profit or loss -
- Transfer to profit or
loss upon
disposal -

Proforma
2011

RM'000

30,145

(1,574)

1,098

Proforma
2012

RM'000

40,482

(1,198)

1,674

Proforma
2013
RM'000

44,101

Other comprehensive
(expense)fincome for
the years, net of tax -

(476)

476

Total comprehensive
income for the
years 27,288

29,669

40,958

44,101

[The rest of this page has been intentionally left blank]
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7-Eleven Malaysia Holdings Berhad
Appendix 1

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)

5. Pro forma consolidated income statements and pro forma consolidated statements of
comprehensive income (cont’d.)

5.1 Effects on the pro forma consolidated income statements and pro forma consolidated
statements of comprehensive income

In arriving at the pro forma consolidated income statements and pro forma consolidated
statements of comprehensive income for the financial years ended 31 December 2010 to 31
December 2013, it is assumed that the Pre-IPO Reorganisation had been completed on 1
January 2010. Accordingly, 7-Eleven Malaysia is assumed to be a wholly-owned subsidiary
of 7-Eleven Malaysia Holdings for the respective years from 1 January 2010 onwards.

[The rest of this page has been intentionally left blank]
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10.

| Company No.: 1058531-W

FINANCIAL INFORMATION (Cont'd)

7-Eleven Malaysia Holdings Berhad
Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)

6.
6.1

Pro forma consolidated statement of financial position (cont’d.)
Effects on the pro forma consolidated statement of financial position

The pro forma consolidated statement of financial position is prepared for illustrative
purposes only to show the effects of the transactions, as described below, with the
assumption that these transactions were completed on 31 December 2013.

Pro forma |

Pro forma | reflects the acquisition of 7-Eleven Malaysia by 7-Eleven Malaysia Holdings
for a purchase consideration of RM1,378,247,497, satisfied in the following manner:

i. issuance of 1,051,999,980 new Shares at an issue price of RM1.18 per share; and

ii. issuance of a promissory note amounting to RM136,887,521 in favour of BRetail. Upon
the receipt of the Note, BRetail indorsed without recourse such Note in favour of 7-
Eleven Malaysia and delivered the Note duly indorsed to 7-Eleven Malaysia in full
settlement of the amount owed by BRetail to 7-Eleven Malaysia, to the extent of the
sum of RM136,887,521.

The acquisition was completed on 2 April 2014.

The acquisition of the entire issued and paid-up capital of 7-Eleven Malaysia by 7-Eleven
Malaysia Holdings is a reorganisation and does not result in any change of economic
substance. Accordingly, the pro forma consolidated statement of financial position of 7-
Eleven Malaysia Holdings is a continuation of 7-Eleven Malaysia Group and is accounted
for as follows:

¢ The results of entities are presented as if the reorganisation had been effected
throughout the current and previous years presented;

o 7-Eleven Malaysia Holdings incorporates the assets and liabilities of the 7-Eleven

Malaysia Group at their pre-combination carrying amounts. No adjustments are made to
reflect fair values, or recognise any new assets or liabilities, at the date of the
combination that would otherwise be done under the acquisition method; and

* No new goodwill is recognised as a result of the reorganisation. The only goodwill that
is recognised is any existing goodwill relating to the combining entities. Any difference
between the consideration paid/transferred and the equity acquired is reflected within
equity.

14
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| Company No.: 1058531-W |

10. FINANCIAL INFORMATION (Cont'd)

7-Eleven Malaysia Holdings Berhad
Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)
6. Pro forma consolidated statement of financial position (cont’d.)
6.1 Effects on the pro forma consolidated statement of financial position (cont’d.)

Pro forma Il

Pro forma Il incorporates the effects of Pro forma |, and the Public Issue of 181,385,000
Shares at an IPO price of RM1.38 per Share in conjunction with the listing of and
quotation of the entire enlarged issued and paid-up share capital of 7-Eleven Malaysia
Holdings, comprising 1,233,385,000 Shares, on the Main Market of Bursa Securities.

The reconciliation of cash and bank balances from Pro forma | to Pro forma |l is as

follows:
RM'000

Cash and bank balances as at 31 December 2013

(Pro formall) 47,840
Estimated proceeds from the IPO 250,311
Estimated expenses for the [PO and

Listing A (18,196)
Cash and bank balances as at 31 December 2013

(Pro forma I1) 279,955

A As at 31 December 2013, RM4,661,000 has already been paid in relation to the total
estimated expenses for the IPO and Listing of RM22,857,000.

Of the total estimated IPO and Listing expenses (including RM8,787,000 incurred as at 31
December 2013), RM8,782,000 will be written off against the share premium account
pursuant to Section 60 of the Act and the remaining expenses of RM14,075,000 will be
expensed to the income statement, of which RM7,592,000 has already been recognised in
profit or loss as at 31 December 2013.

[The rest of this page has been intentionally left blank]
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10.

FINANCIAL INFORMATION (Cont’d)

| Company No.: 1058531-W

7-Eleven Malaysia Holdings Berhad

Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)

7.

Pro forma consolidated statement of cash flows

Cash flows from operating activities

Cash receipts from customers and other receivables
Cash paid to suppliers and employees

Cash generated from operations

Interest paid

Tax paid

Net cash generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Movement in intercompany balances

Dividend received

Interest received

Net cash used in investing activities

Proforma
2013
RM'000

1,775,043
(1,554,993)

220,050
(8,646)
(24,517)

186,887

(41,722)
282
(19,396)
36

569
(60,231)

[The rest of this page has been intentionally left blank]
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| Company No.: 1058531-W |

10. FINANCIAL INFORMATION (Cont'd)

7-Eleven Malaysia Holdings Berhad

Appendix 1
PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)
7. Pro forma consolidated statement of cash flows (cont’d.)
Proforma
2013
RM'000
Cash flows from financing activities
Dividend paid on ordinary shares (117,500)
Proceeds from banker's acceptance 576,725
Repayment of banker's acceptance (554,725)
Repayment of term loans (2,708)
Repayment of hire purchase and finance lease liabilities (7,583)
Estimated proceeds from the IPO 250,311
Cash paid for IPO expenses (4,661)
Estimated expenses for the IPO and Listing (18,196)
Cash paid for other expenses (607)
Net cash generated from financing activities 121,056
Net increase in cash and cash equivalents 247,712
Cash and cash equivalents at 1 January 2013 32,243
Cash and cash equivalents at 31 December 2013 279,955
For the purpose of the consolidated statement of cash flows, cash and cash
equivalents comprise the following at the reporting date:
Cash and bank balances 279,620
Deposits 335
Cash and cash equivalents 279,955
[The rest of this page has been intentionally left blank]
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| Company No.: 1058531-W |

10. FINANCIAL INFORMATION (Cont'd)

7-Eleven Malaysia Holdings Berhad
Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D.)
7. Pro forma consolidated statement of cash flows (cont'd.)
7.1 Effects on the pro forma consolidated statement of cash flows

In arriving at the pro forma consolidated statement of cash flows for the financial year
ended 31 December 2013, the following key assumptions were made:.

(a) Pre-IPO Reorganisation
It is assumed that the Pre-IPO Reorganisation had been completed on 1 January
2010. Accordingly, the 7-Eleven Malaysia Group is assumed to be a wholly-owned
subsidiary of 7-Eleven Malaysia Holdings from 1 January 2010 onwards.

(b) Estimated proceeds from the IPO and its utilisation

It is assumed that the estimated proceeds from the IPO are RM250,311,300 and its
utilisation is as follows:

RM'000

Capital expenditure 184,790
Working capital 42 664
Payment of estimated fees for the PO

and Listing (including RM4,661,000

paid by 7-Eleven Malaysia on behalf of

7-Eleven Malaysia Holdings) 22,857

250,311

Approved by the Board of Directors

Approved and adopted by the Board of Directors of 7-Eleven Malaysia Holdings in
accordance with a resolution dated

Signed on alf,

Ho Meng /
Director

18
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| Company No.: 1058531-W

10. FINANCIAL INFORMATION (Contd)

10.5

Dividend policy

No inference should be made from any of the following statements as to our actual future
profitability or our ability to pay dividends in the future.

As our Company is an investment holding company, our income and therefore our ability to
pay dividends, is dependent upon the dividends that we receive from our subsidiaries. The
payment of dividends by our subsidiaries will depend upon their operating results,
distributable profits, capital requirements, financial condition and other relevant factors. The
actual dividend that our Board may recommend or declare in any particular financial year or
period will be subject to the factors below as well as any other factors deemed relevant by our
Board. In considering the level of dividend payments, if any, upon recommendation by our
Board, our Company will take into account various factors including:

(i) the level of our cash, gearing and retained earnings;
(iiy our expected financial performance;
(iit) our projected levels of capital expenditure and other investment plans; and

(iv) our working capital requirements.

We propose to pay dividends out of cash generated from our operations after setting aside
the necessary funding for capital expenditure and working capital needs. As part of this policy,
we target a payout ratio of between 30.0% to 50.0% of our Company's profit attributable to
our equity holders for the year, subject to the approval of our Board and to any applicable law
and contractual obligations and provided that such distribution will not be detrimental to our
Group's cash requirements or to any plans approved by our Board.

Moreover, our debt facilities contain restrictive covenants that limit our ability to declare
dividends of not more than our profit after tax for the relevant period. In addition, we may not
declare dividends should there be events of default occurring under our debt facilities or with
the payment or declaration of such dividend payment. Please refer to Sections 5.3.3 and
5.3.4 of this Prospectus for further information on the factors which may affect or restrict our
ability to pay dividends.

Investors should note that this dividend policy merely describes our Company’'s present
intention and shall not constitute legally binding statements in respect of our Company's

future dividends which are subject to modification (including non-declaration thereof) at our
Board’s discretion.

[The rest of this page has been intentionally left blank]
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ACCOUNTANTS’ REPORT

g

Ernst & Young ar:o03s Tel: +603 7495 8000

Chartered Accountants Fax: +603 2095 5332 (General line)
Level 23A Menara Milenium +603 2095 9076
Jalan Damanlela, Pusat Bandar Damansara +603 2095 9078

Building a better 50490 Kuata Lumpur Malaysia ey.com

working world

Accountants’ Report
(Prepared for inclusion in this Prospectus to be dated 8 May 2014)

The Board of Directors

7-Eleven Malaysia Holdings Berhad

(formerly known as Seven Convenience Berhad)
Level 7, Menara Milenium

Jalan Damanlela

Pusat Bandar Damansara, Damansara Heights
50490 Kuala Lumpur

Dear Sirs,

7-ELEVEN MALAYSIA HOLDINGS BERHAD (FORMERLY KNOWN AS SEVEN CONVENIENCE
BERHAD) (*7-ELEVEN MALAYSIA HOLDINGS"” OR “THE COMPANY')
ACCOUNTANTS' REPORT

1.0

Introduction

This report has been prepared by Messrs Ernst & Young, an approved company
auditor, for inclusion in the Prospectus of 7-Eleven Malaysia Holdings in connection
with the initial public offering ("IPO") and listing of and quotation for the entire
enlarged issued and paid up share capital of 7-Eleven Malaysia Holdings, comprising
1,233,385,000 ordinary shares of RM0.10 each in 7-Eleven Malaysia Holdings, on the
Main Market of Bursa Malaysia Securities Berhad (“Listing”) (hereinafter referred to as
the "Prospectus™").

This report is issued for the sole purpose of complying with the Prospectus Guidelines
issued by the Securities Commission Malaysia in connection with the IPO and Listing
and should not be relied upon for any other purposes. Therefore, this report is not
appropriate in other jurisdictions and should not be used or relied upon for any
purpose other than the IPO and Listing described above. We accept no duty or
responsibility to and deny any liability to any party in respect of any use of, or reliance
upon, this report in connection with any type of transaction, including the sale of
securities other than the IPO and Listing.

A member firm of Ernst & Young Global Limited
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2.0  Content of this report

This Report includes the following sections:

No. Description

a. Abbreviations

Section of this

b. Generaf Information

report
3.0
4.0
Background information of 7-Eleven Malaysia Holdings 4.1
Pre-IPO Reorganisation and Listing Scheme 4.2
Group structure after the Pre-IPO Reorganisation 4.3
Details of the subsidiaries 4.4
Auditors and audited financial statements 4.5
Dividends 4.6
C. Audited historical financial information 5.0
- Historical financial information of 7-Eleven Malaysia
Holdings 5.1
- Historical financial information of 7-Eleven Malaysia
Group 5.2

3.0 Abbreviations
7-Eleven Malaysia

7-Eleven Malaysia Group
or 7-Eleven Malaysia
Holdings Subsidiaries

7-Eleven Malaysia
Holdings or the
Company

7-Eleven Malaysia

Holdings Group or

Group

7-Eleven Malaysia

Holdings Shares or
Shares

7 Properties

A member firm of Ernst & Young Global Limited

7-Eleven Malaysia Sdn. Bhd.

Collectively 7-Eleven Malaysia Sdn. Bhd. and its subsidiaries

i.e. CSSSB, 7 Properties, and Teluk Juara

7-Eleven Malaysia Holdings Berhad (formerly known as
Seven Convenience Berhad)

Collectively, 7-Eleven Malaysia Holdings and 7-Eleven
Malaysia Group

Ordinary shares of RM0.10 each in the Company

7 Properties Sdn. Bhd., formerly known as 7-Connect Sdn.

Bhd. up to 1 April 2010
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3.0

Abbreviations (cont'd.)

BRetail or Selling
Shareholder

CSSSB

EY

Financial Statements of
7-Eleven Malaysia

Holdings

FPE

FRS

FYE

IFRS

Issue Shares
[PO Shares

MFRS

Offer Shares

IPO

Listing

Offer for Sale

Public {ssue

A member firm of Ernst & Young Global Limited

Berjaya Retail Berhad

Convenience Shopping (Sabah) Sdn. Bhd.

Messrs Ernst & Young

Refers to the audited financial statements of 7-Eieven
Malaysia Holdings for the financial period ended 31 December
2013, covering a period from its date of incorporation of 16
August 2013 to 31 December 2013, which were prepared in
accordance with MFRS and IFRS

Financial period ended

Financial Reporting Standards as issued by the Malaysian
Accounting Standards Board

Financial year ended

International Financial Reporting Standards as issued by the
International Accounting Standards Board

New Shares to be issued pursuant to the Public Issue
Collectively, the Offer Shares and Issue Shares

Malaysian Financial Reporting Standards as issued by the
Malaysian Accounting Standards Board

Existing 7-Eleven Malaysia Holdings Shares to be offered by
the Selling Shareholder pursuant to the Offer for Sale

Initial public offering of up to 530,325,000 PO shares
comprising the Offer for Sale and Public Issue

Listing of and guotation for the entire enlarged issued and
paid-up share capital, comprising 1,233,385,000 Shares, on
the Main Market of Bursa Malaysia Securities Berhad

Offer for sale of up to 348,940,000 Offer Shares by the
Selling Shareholder

Public Issue of 181,385,000 Issue Shares by 7-Eleven
Malaysia Holdings
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3.0 Abbreviations (cont'd.)

Reissued Consolidated Refers to the audited consolidated financial statements of 7-
Financial Statements Eleven Malaysia Group for FYE 31 December 2010, 31

December 2011, 31 December 2012 and 31 December
2013 dated 31 March 2014, which were reissued and
prepared in accordance with MFRS and IFRS and presented
in columnar form solely for the purpose of the preparation of
Accountants' Report and Pro Forma Consolidated Financial
Information for inclusion in the Prospectus to be issued by 7-
Eleven Malaysia Holdings in relation to the IPO and Listing

Share(s) Ordinary share(s) of RM0O.10 each in 7-Eleven Malaysia
Holdings
Teluk Juara Teluk Juara Sdn. Bhd.

4.0 General Information

4.1  Background information of 7-Eleven Malaysia Holdings

4.1.1 Corporate information

7-Eleven Malaysia Holdings was incorporated as a private limited liability
company in Malaysia on 16 August 2013 in accordance with the Companies
Act, 1965.

On 3 September 2013, the Company was converted to a public limited liability
company.

On 3 October 2013, the Company changed its name from Seven Convenience
Berhad to 7-Eleven Malaysia Holdings Berhad.

The principal activity of the Company is investment holding and the principal
activities of 7-Eleven Malaysia Holdings Subsidiaries are as disclosed in Note
4.4,

The immediate and ultimate holding companies are BRetail and HQZ Credit
Sdn. Bhd. respectively, both of which are incorporated in Malaysia.

A member firm of Ernst & Young Global Limited
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4.0  General Information (cont'd.)
4.1  Background information of 7-Eleven Malaysia Holdings (cont’d.)
4.1.2 Share capital

As at the date of this Report, the authorised and issued paid-up share capital
of 7-Eleven Malaysia Holdings since its incorporation is as folfows:

a) Authorised:

Authorised
Par vajue Number of share capital
Date of creation (RM) ordinary shares (RM)
16 August 2013 0.10 4,000,000 400,000
2 April 2014 0.10 2,996,000,000 299,600,000
b) Issued and paid-up:
Par Number of Issued and paid-
value ordinary shares Consideration  up share capital
Date of creation (RM) (RM) (RM)
16 August 2013 0.10 20 2 2
2 Aprii 2014 0.10 1,051,999,980 1,241,359,976 105,199,998

4.2  Pre-IPO Reorganisation and Listing Scheme
(a) Pre-IPO Reorganisation

7-Eteven Malaysia Holdings entered into a Conditional Share Sale Agreement,
dated 5 September 2013, and a Supplemental Share Sale Agreement, dated 23
December 2013, with BRetail to acquire 35,000,000 ordinary shares of
RM1.00 each in 7-Eleven Malaysia, representing the entire issued and paid-up
share capital of 7-Eleven Malaysia. The purchase consideration of
RM1,378,247,497 was satisfied in the following manner:

i. issuance of 1,051,999,980 new Shares at an issue price of RM1.18 per
share; and

ii. issuance of a promissory note amounting to RM136,887,521 in favour of
BRetail ("Note™). Upon receipt of the Note, BRetail had indorsed without
recourse such Note in favour of 7-Eleven Malaysia and delivered the Note
duly indorsed to 7-Eleven Malaysia in full settlement of the amount owed by
BRetail to 7-Eleven Malaysia, to the extent of the sum of RM136,887,521.

(collectively referred to as “Pre-IPO Reorganisation’)

A member firm of Ernst & Young Global Limited
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4.0  General Information (cont'd.)
4.2  Pre-IPO Reorganisation and Listing Scheme (cont’d.)
(b) Listing Scheme
Upon the completion of the Pre-IPO Reorganisation exercise, the Company will

seek the listing of its entire enlarged issued and paid-up capital, comprising
1,233,385,000 Shares on the Main Market of Bursa Malaysia Securities Berhad.

The details of the Listing Scheme are as follows:

(@) Anoffer for sale of up to 348,940,000 existing Shares ("Offer for Sale) and
a public issue of 181,385,000 new 7-Eleven Malaysia Holdings Shares
("Public Issue™) at an IPO price of RM1.38 per Share involving:

i. institutional offering of up to 490,780,000 IPO Shares to Malaysian and
foreign institutional and selected investors, including Bumiputera
investors approved by the Ministry of International Trade and Industry;
and

ii. retail offering of 39,545,000 Issue Shares to eligible directors and
employees of 7-Eleven Malaysia Holdings Group, and the Malaysian public.

(b) Listing of and quotation for its entire enlarged paid up share capital,
comprising 1,233,385,000 Shares on the Main Market of Bursa Malaysia
Securities Berhad.

(collectively referred to as “Listing Scheme")

4.3  Group structure after the Pre-IPO Reorganisation

7-Eleven
Malaysia
Holdings

100%

7-Eleven
Malaysia

100% 100% 100%

CSSSB Teluk Juara 7 Properties

A member firm of Ernst & Young Global Limited
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4.0

4.4
7-Eleven
Malaysia
Holdings
Subsidiaries

7-Eleven
Malaysia

Teluk Juara

7 Properties

CSSSB

4.5

General Information (cont’d.)

Details of the subsidiaries

Date and
place of

incorporation

4 June 1984
Malaysia

17 August
1992
Malaysia

12 May 1994
Malaysia

27 March
1996
Malaysia

7-Eleven Malaysia Holdings

Issued and
fully paid
up share

capital
(RM'000)

35,000

3,000

3,000

2,000

Auditors and audited financial statements

Ownership
¢

100

100

100

100

Principal Activities

Operating and franchising of
convenience stores under
the “7-Eleven” brand name
and investment holdings.

The principal activities of
Teluk Juara are property
investment, warehousing
and distribution of
merchandise. Teluk Juara
has commenced its activity
of property investment in
2009 but has yet to
commence its activities of
warehousing and distribution
of merchandise as at the
date of this Report.

Real property investments.
Operation of convenience

stores under the "7-Eleven”
brand name in Sabah.

7-Eleven Malaysia Holdings was incorporated on 16 August 2013 and hence, there
were no historical financial statements prior to this date.

The financial statements of 7-Eleven Malaysia Holdings for the financial period since
the date of its incorporation to 31 December 2013 have been prepared in accordance
with MFRS and IFRS. The financial statements were audited by EY. The basis of
preparation of the financial statements is further explained in Note 5.1.1.

A member firm of Ernst & Young Global Limited
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4.0 General Information (cont’d.)
4.5 Auditors and audited financial statements (cont'd.)
7-Eleven Malaysia Holdings (cont’'d.)

The financial statements of 7-Eleven Malaysia Holdings for FPE 31 December 2013
have been drawn up by the directors of 7-Eleven Malaysia Holdings so as to give a
true and fair view of the financial position of 7-Eleven Malaysia Holdings and of its
financial performance and cash flows for the financial period then ended, and were
reported by us to the directors without qualification.

7-Eleven Malaysia Group

The consolidated financial statements of 7-Eleven Malaysia Group for each of the four
financial years ended 31 December 2010, 31 December 2011, 31 December 2012
and 31 December 2013 have been prepared and reissued in accordance with MFRS
and IFRS and presented in columnar form solely for the purpose of the preparation of
the Accountants' Report and Pro Forma Consolidated Financial Information to be
issued pursuant to the listing and quotation for the entire enfarged issued and paid-up
share capital of 7-Eleven Malaysia Holdings on the Main Market of Bursa Malaysia
Securities Berhad. The Reissued Consolidated Financial Statements were audited by
EY. The basis of preparation of the Reissued Consolidated Financial Statements is
further explained in Note 5.2.2.

The previously issued audited consolidated financial statements of 7-Eleven Malaysia
Group for FYE 31 December 2010, 31 December 2011, 31 December 2012 and 31
December 2013 were dated 29 Aprit 2011, 8 June 2012, 15 May 2013 and 26
March 2014 respectively. The previously issued audited consolidated financial
statements for the financial years ended 31 December 2010 and 31 December 2011
were prepared in accordance with FRS whilst the previously issued audited
consolidated financial statements for the financial years ended 31 December 2012
and 31 December 2013 were prepared in accordance with MFRS and [FRS. There
were no material changes to the previously issued audited consolidated financial
statements for the financial years ended 31 December 2010, 31 December 2011, 31
December 2012 and 31 December 2013, other than as disclosed in Note 5.2.34.

The Reissued Consolidated Financial Statements of 7-Eleven Malaysia Group for FYE
31 December 2010, 31 December 2011, 31 December 2012 and 31 December 2013
have been drawn up by the directors of 7-Eleven Malaysia so as to give a true and fair
view of the financial position of 7-Eleven Malaysia Group and of their financial
performance and cash flows for the financial years then ended, and were reported on
by us to the directors without qualification. However, the following matter was
disclosed in the auditors' report:

A member firm of Ernst & Young Global Limited
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4.0

4.5

4.6

5.0

5.1

General Information (cont'd.)

Auditors and audited financial statements (cont'd.)
7-Eleven Malaysia Group (cont'd.)

- An emphasis of matter as extracted below:

Without qualifying our opinion, we draw attention to Note 5.2.34 to the financial -
statements which states that other than those matters referred to in Note 5.2.34
to the consolidated financial statements, there were no material changes to these
consolidated financial statements as compared to the previously issued
consolidated financial statements for the financial years ended 31 December
2013, 31 December 2012, 31 December 2011 and 31 December 2010 dated 26
March 2014, 15 May 2013, 8 June 2012 and 29 April 2011 respectively.

Dividends

7-Eleven Malaysia Holdings did not pay or declare dividend since the date of its
incorporation.

Dividends paid by 7-Eleven Malaysia in respect of FYE 31 December 2010, 31
December 2011 and 31 December 2013 are set out in Note 5.2.26. No dividend was
paid by 7-Eleven Malaysia for FYE 31 December 2012.

Audited historical financial information

7-Eleven Malaysia Holdings

(a) Statement of comprehensive income for the period from 16 August 2013 (date
of incorporation) to 31 December 2013

16.8.2013

Notes t031.12.2013

RM

Sundry expenses, representing loss from operations 5.1.3 (7,600,202)

Finance costs payable to a fellow subsidiary (76,901)

Loss before tax (7,677,103)

Income tax expense 5.1.4 -
Loss net of tax, representing total comprehensive

loss for the period (7,677,103)

Loss attributable to:
Equity holder of the Company (7,677,103)
Basic/diluted loss per share (RM) 5.1.13 (383,855)

A member firm of Ernst & Young Global Limited
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5.0 Audited historical financial information (cont’d.)
5.1 7-Eleven Malaysia Holdings (cont’d.)

(b) Statement of financial position as at 31 December 2013

As at
31.12.2013
Notes RM
Assets
Current assets
Sundry receivable 5.1.5 606,000
Deferred expenditure 5.1.6 1,195,003
Cash on hand 2
Total assets 1,801,005
Equity and liabilities
Equity attributable to equity holder of the Company
Share capital 5.1.7 2
Accumulated loss (7,677,103)
Shareholder's deficit (7,677,101)
Current liabilities
Sundry payables 5.1.8 4,133,682
Amount due to a fellow subsidiary 5.1.9 5,344,424
Total liabilities 9,478,106
Total equity and fiabilities 1,801,005

(c) Statement of changes in equity for the period from 16 August 2013 (date of
incorporation) to 31 December 2013

Share Accumulated Totat
capital loss equity
RM RM RM
incorporated on
16 August 2013 2 - 2
Total comprehensive loss
for the period - (7,677,103) (7,677,103)
At 31 December 2013 2 (7,677,103) (7,677,101)

10
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5.0 Audited historical financial information (cont'd.)
5.1  7-Efeven Malaysia Holdings (cont’'d.)

(d) Statement of cash flows for the period from 16 August 2013 (date of
incorporation) to 31 December 2013

16.8.2013
10 31.12.2013
RM
Cash flows from operating activity
Payment for expenses, representing net cash used in
operating activity (5,267,523)
Cash flows from financing activity
Advances from a fellow subsidiary, representing net cash
generated from financing activity 5,267,523
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at date of incorporation 2
Cash and cash equivalents at 31 December 2013 2

5.1.1 Basis of preparation of historical financial information

The historical financial information presented in this report has been prepared
based on the Financial Statements of 7-Eleven Malaysia Holdings, which
comprise the audited statement of financial position as at 31 December 2013,
and the statement of comprehensive income, statement of changes in equity
and statement of cash flows for FPE 31 December 2013. There are no
comparatives as this is 7-Eleven Malaysia Holdings’ first set of statutory
audited financial statements since its incorporation on 16 August 2013.

The financial statements have been prepared under the historical cost
convention and comply with MFRS and [FRS.

The financial statements are presented in Ringgit Malaysia ("RM").

As at 31 December 2013, the Company has current liabilities in excess of
current assets of RM7,677,101. The Company relies on the financial support
from a substantial shareholder of its ultimate holding company to enable it to
operate as a going concern.

11
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5.0 Audited historical financial information (cont'd.)

5.1 7-Eleven Malaysia Holdings (cont’d.)

5.1.2 Summary of significant accounting policies

5.1.2.1

5.1.2.2

Standards and interpretation issued but not yet effective

At the date of authorisation of these financial statements, there are
new MFRSs, Amendments to MFRS and IC Interpretation issued but not
yet effective and have not been applied by the Company.

The directors expect that the adoption of the new standards and
Interpretation will have no material impact on the financial statements
of the Company in the period of their initial application.

Financial assets

Financial assets are recognised in the statement of financial position
when, and only when, the Company becomes a party to the contractual
provisions of the financial instrument. When financial assets are
recognised initially, they are measured at fair value, plus, in the case of
financial assets not at fair value through profit or loss, directly
attributable transaction costs.

The Company determines the classification of its financial assets at
initial recognition, and the categories include financial assets at fair
value through profit or loss, loans and receivables, held-to-maturity
investments and available-for-sale assets.

Financial assets with fixed or determinable payments that are not
quoted in any active market are classified as loans and receivables.

All financial assets of the Company are classified as loans and
receivables.

Subsequent to initial recognition, loans and receivables are measured
at amortised cost using the effective interest method. A financial asset
is derecognised when the contractual right to receive cash flows from
the asset has expired. On derecognition of a financial asset in its
entirety, the difference between the carrying amount and the sum of
the consideration received is recognised in profit or loss.

12
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5.0  Audited historical financial information (cont’d.)
5.1  7-Eleven Malaysia Holdings (cont’d.)
5.1.2 Summary of significant accounting policies (cont'd.)
5.1.2.3 Impairment of financial assets

The Company assesses at each reporting dates whether there is any
objective evidence that a financial asset is impaired.

If any such evidence exists, the amount of impairment loss is measured
as the difference between the asset's carrying amount and the present
value of estimated future cash flows discounted at the financial asset’s
original effective interest rate. The impairment loss is recognised in
profit or loss.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
receivables, where the carrying amount is reduced through the use of
an allowance account. When a receivable becomes uncollectible, it is
written off against the allowance account.

If in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised, the previously recognised impairment
loss is reversed to the extent that the carrying amount of the asset
does not exceed its amortised cost at the reversal date. The amount of
reversal is recognised in profit or loss.

5.1.2.4 Financial liabilities

Financial liabilities are recognised in the statement of financial position
when, and only when, the Company becomes a party to the contractual
provisions of the financial instrument. Financial liabilities are classified
according to the substance of the contractual arrangements entered
into and the definitions of a financial liability.

Financial liabilities are recognised initially at fair value plus directly
attributable transaction costs and subsequently measured at amortised
cost using the effective interest method.

Financial liabilities are classified as current liabilities unless the
Company has an unconditional right to defer settlement of the
liabilities for at least twelve months after the reporting date.

A financial liability is derecognised when the obligation under the
liabifity is extinguished and the resulting gains or losses are recognised
in profit or loss.
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5.0 Audited historical financial information (cont’d.)
5.1 7-Eleven Malaysia Holdings (cont’d.)
5.1.2 Summary of significant accounting policies (cont’d.)
5.1.2.5 Cash and cash equivalents

Cash and cash equivalents represent cash on hand which is subject to
an insignificant risk of change in value.

5.1.2.6 Borrowing costs

Borrowing costs are recognised in profit or loss in the period they are
incurred. Borrowing costs consist of interest and other costs that the
Company incurred in connection with the borrowing of funds.

5.1.2.7 Income taxes
(a) Current tax

Income tax on the profit or loss for the period comprises current
and deferred tax. Current tax is the expected amount of income
taxes payable in respect of the taxable profit for the period and is
measured using the tax rates that have been enacted or
substantively enacted at the reporting date.

(b) Deferred tax

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

Deferred tax is measured at the tax rates that are expected to
apply in the period when the asset is realised or the liability is
settied, based on tax rates that have been enacted or
substantively enacted at the reporting date. Deferred tax is
recognised as income or an expense and included in profit or loss
for the period, except when it arises from a transaction which is
recognised directly in equity, in which case the deferred tax is also
recognised directly in equity.

14
304

A member firm of Ernst & Young Global Limited



| Company No.: 1058531-W |

1. ACCOUNTANTS’ REPORT (Cont'd)

EY

Building a better
working world

5.0 Audited historical financial information (cont’d.)
5.1  7-Eleven Malaysia Holdings (cont’d.)
5.1.2 Summary of significant accounting policies (cont’d.)

5.1.2.8 Share capital

An equity instrument is any contract that evidences a residual interest
in the assets of the Company after deducting all of its liabilities.
Ordinary shares are equity instruments.

Ordinary.shares are recorded at the proceeds received, net of directly
attributable incremental transaction costs. Ordinary shares are
classified as equity.

Dividends on ordinary shares are recognised in equity in the period in
which they are declared.

5.1.2.9 Provisions

Provisions for liabilities are recognised when the Company has present
obligations as a result of past events, it is probable that an outflow of
resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount can be made.

Provisions are reviewed at each reporting date and adjusted to reflect
the current best estimate. Where the effect of the time value of money
is material, provisions are discounted using a current pre-tax rate that
reflects, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of
time is recognised as a finance cost.

[The rest of the page is intentionally left blank]
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5.0  Audited historical financial information (cont’d.) ,
5.1  7-Eleven Malaysia Holdings (cont'd.)
5.1.3 Sundry expenses

The following amounts have been included in sundry expenses:

16.8.2013
to0 31.12.2013
RM

Auditors' remuneration
- Statutory audit 8,000
tnitial Public Offering ("IPO") expenses (Note 5.1.3.1) 7,592,202

5.1.3.1 IPO expenses

[PO expenses represent expenses incurred in conjunction with the
listing and quotation for the entired enlarged issued and paid-up share
capital of the Company on the Main Market of Bursa Malaysia
Securities Berhad, as disclosed in Note 4.2.

5.1.4 Income tax expense

There is no tax charge for the financial period under review due to the
absence of taxable income.

Domestic current income tax is calculated at the Malaysia statutory tax rate of
25% of the estimated assessable profit for the period.

A reconciliation of income tax expense applicable to loss before tax at the
statutory income tax rate to income tax expense at the effective income tax
rate of the Company is as follows:

16.8.2013

t0 31.12.2013

RM

Loss before tax (7,677,103)
Tax at Malaysian statutory tax rate of 25% (1,919,276)

Expenses not deductible under tax legislation 1,919,276
Income tax expense for the period -
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5.0 Audited historical financial information (cont'd.)
5.1 7-Eleven Malaysia Holdings (cont'd.)

5.1.5 Sundry receivable

Refundable IPO expenses, representing total sundry receivable

Sundry receivable
Add: Cash on hand
Total loans and receivables

5.1.6 Deferred expenditure

As at

31.12.2013

RM

606,000

606,000
2

606,002

Deferred expenditure refers to expenses incurred for the issuance of new
shares in conjunction with the Company's listing and quotation for the entire
enlarged issued and paid-up share capital on the Main Market of Bursa Malaysia
Securities Berhad. It will be written off against the share premium account of
the Company under Section 60 of the Companies Act, 1965 in Malaysia.

5.1.7 Share capital

Authorised:
At date of incorporation/31 December 2013

Issued and fully paid
At date of incorporation/31 December 2013

5.1.8 Sundry payables

Sundry payables

Sundry payables
Add: Amount due to a fellow subsidiary (Note 5.1.9)
Total financial liabilities, carried at amortised cost
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share of Amount
RMO0.10 each as at
31.12.2013 31.12.2013
RM
4,000,000 400,000
20 2
As at
31.12.2013
RM
4,133,682
4,133,682
5,344,424
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5.0 Audited historical financial information (cont’d.)
5.1  7-Eleven Malaysia Holdings (cont'd.)
5.1.9 Amount due to a fellow subsidiary

Amount due to a fellow subsidiary, 7-Eleven Malaysia, is unsecured, repayable
upon demand and bears interest at 5.8% per annum.

7-Eleven Malaysia is a subsidiary of BRetail. Certain directors of the Company,

Tan Wai Foon, Chan Kien Sing, Ho Meng and Tan U-Ming, are also directors of
7-Eleven Malaysia.

Chan Kien Sing and Tan U-Ming are also directors of BRetail.

5.1.10 Significant related party transactions

16.8.2013
t031.12.2013
RM
Type of transaction
7-Eleven Malaysia Advances received from
7-Eleven Malaysia 5,267,523
Interest expense 76,901

The directors are of the opinion that all the transactions above have been
entered into in the normal course of business and have been established on
negotiated terms and conditions.

5.1.711 Fair value of financial instruments

The carrying amounts of the Company’s financial assets and liabilities are
reasonable approximation of fair values due to their short-term nature.

5.1.12 Financial risk management objectives and policies

The Company is exposed to financial risks arising from its operation and the

use of financial instruments. The key financial risks include interest rate and
liquidity risks.

The Board of Directors reviews and agrees the policies and procedures for the

management of these risks, which are executed by the management of the
Company.

The following sections provide details regarding the Company’s exposure to
the above-mentioned financial risks and objectives, policies and processes for
the management of these risks.
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5.0  Audited historical financial information (cont’d;)
5.1  7-Eleven Malaysia Holdings (cont'd.)
5.1.12 Financial risk management objectives and policies (cont'd.)

(@) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the
Company's financial instruments will fluctuate because of changes in
market interest rates.

Interest bearing liability is made up of advances from 7-Eleven Malaysia.

Borrowings at floating rates expose the Company to cash flow interest rate
risk. Borrowings obtained at fixed rates expose the Company to fair value
interest rate risk. The Company manages its interest rate exposure by
having a policy to maintain its borrowings with a mix of fixed and floating
rate borrowings.

(b) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in
meeting financial obligations due to shortages of funds. The Company's
exposure to liquidity risk arises primarily from its financial liabilities which
mainly comprise amount due to a fellow subsidiary and sundry payables.

The Company relies on the financial support from a substantial
shareholder of its ultimate holding company to enable it to meet its
obligations and liabilities when they fall due.

Analysis of financial instruments by remaining contractual maturities

The table below summarises the maturity profile of the Company’s
liabilities as at the reporting date based on contractual undiscounted
repayment obligations.

As at 31.12.2013

On demand

or within 1 year

RM

Sundry payables 4,133,682
Amount due fo a feilow subsidiary 5,654,401
Total undiscounted financial liabilities 9,788,083
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5.0 Audited historical financial information (cont’'d.)

5.1  7-Eleven Malaysia Holdings (cont'd.)

5.1.13 Loss per share

Loss per share amount is calculated by dividing loss for the period (net of tax)
attributable to equity holder of the Company, by the number of ordinary
shares outstanding for the financial period.

The Company has no potential ordinary shares and therefore, diluted loss per
share is the same as basic loss per share.

5.1.14 Comparatives’

There are no comparatives as this is the Company's first set of statutory
audited financial statements since its incorporation on 16 August 2013.

5.2  7-Eleven Malaysia Group

a) Consolidated income statements

2010 2011 2012 2013

Revenue

Cost of sales

Gross profit

Other operating income

Selling and distribution expenses

Administrative and other
operating expenses

Profit from operations

Finance costs

Profit before tax

Income tax expense

Net profit for the year

Profit attributable to:
Equity holder of the Company

Basic/diluted
earnings per share (sen)

A member firm of Ernst & Young Global Limited

Notes RM'000 RM'000 RM'000 RM'000

525 1,313,705 1,462,396 1,579,123 1,672,465
(971,225) (1,078,168) (1,153,881) (1,205,364)

342,480 384,228 425,242 467,101

100,098 95,518 99,105 116,608

(340,981) (366,537) (394,945) (435,443)

(53,657) (63,742) (63,275) (66,679)

5.2.6 47,940 49,467 66,127 81,587

5.2.8 (7,510) (8,993) (9,554) (8,646)
40,430 40,474 56,573 72,941

5.29 (13,142) (10,329) (16,091) (21,163)
27,288 30,145 40,482 51,778
27,288 30,145 40,482 51,778

5.2.10 78 86 116 148
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5.2  7-Eleven Malaysia Group (cont'd.)
b) Consolidated statements of comprehensive income
2010 2011 2012 2013
Notes RM'000 RM'000 RM'000 RM'000
Net profit for the year 27,288 30,145 40,482 51,778
Other comprehensive (expense)/
income
Items that are or may be reclassified
subseguently to profit or loss
Net (loss)/gain on available-for-sale
financial assets
- Loss on fair value changes 5.2.19 1,574 (1,198) -
- Cumulative loss reclassified 5.2.6,
to profit or loss 5.2.19 - 1,098 - -
- Transfer to profit or loss upon 5.2.6,
disposal 5.2.19 - 1,674 -
Other comprehensive (expense)/
income for the year, net of tax 476) 476 -
Total comprehensive income for
the year 27,288 29,669 40,958 51,778

[The rest of the page is intentionally left blank]
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5.0  Audited historical financial information (cont’d.)
5.2 7-Eleven Malaysia Group (cont'd.)

¢) Consolidated statements of financial position

2010 2011 2012 2013
Notes RM'000 RM'000 RM'000 RM'000
Assets
Non-current assets
Property, piant and equipment 52.11 173,453 175,902 166,401 194,787
[nvestment property 5.2.12 250 243 236 229
Other investments 5.2.13 1 5,045 1 ’ 1
Goodwill on consolidation 5.2.14 596 596 596 596
174,300 181,786 167,234 195,613
Current assets
inventories 5.2.15 95,190 119,495 124,923 133,025
Sundry receivables 5.2.16 239,617 215,633 330,380 250,938
Other investments 5.2.13 - - 400 -
Tax recoverable - - - 1,364
Cash and bank balances 5.2.17 36,930 47,971 32,243 47,840
371,737 383,099 487,946 433,167
Total assets 546,037 564,885 655,180 628,780
Equity and liabilities
Equity attributable to equity
holder of the Company
Share capital 5.2.18 35,000 35,000 35,000 35,000
Fair value adjustment reserve 5.2.19 - 476) - -
Retained profits 46,017 64,162 104,644 38,922
Totat equity 81,017 98,686 139,644 73,922
Non-current liabilities
Provisions 5.2.20 8,092 8,453 8,505 4,936
8orrowings 5.2.21 19,229 16,367 10,193 6,005
Deferred tax liability 5.2.23 8,516 9,118 6,954 8,423
35,837 33,938 25,652 19,364
Current liabilities
Provisions 5.2.20 252 454 784 311
8orrowings 5.2.21 129,717 73,498 99,095 119,592
Trade payables 5.2.24 240,405 288,220 315,147 321,949
Other payables 5.2.25 57,600 67,836 71,380 93,623
Taxation 1,209 2,253 3,478 19
429,183 432,261 489,884 535,494
Total liabilities 465,020 466,199 515,536 554,858
Total equity and liabilities 546,037 564,885 655,180 628,780
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5.0 Audited historical financial information (cont’d.)

5.2 7-Eleven Malaysia Group (cont’'d.)

d) Consolidated statements of changes in equity

As at 1 January 2010

Total comprehensive income
Dividend paid

As at 31 December 2010

As at 1 January 2011

Total comprehensive income
Dividend paid

As at 31 December 2011

As at 1 January 2012
Total comprehensive income
As at 31 December 2012

As at 1 January 2013

Total comprehensive income
Dividends paid

As at 31 December 2013

A member firm of Ernst & Young Global Limited

Notes

5.2.26

5.2.26

5.2.26

Non-
distributable Distributable
Fair value
Share adjustment Retained
capital reserve profits Total
RM'000 RM'000 RM'000 RM'000
35,000 33,729 68,729
- 27,288 27,288
- - (15,000) (15,000)
35,000 46,017 81,017
35,000 - 46,017 81,017
- 476) 30,145 29,669
- - (12,000) (12,000)
35,000 476) 64,162 98,686
35,000 476) 64,162 98,686
- 476 40,482 40,958
35,000 104,644 139,644
35,000 - 104,644 139,644
- - 51,778 51,778
- - (117,500) (117,500)
35,000 - 38,922 73,922
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5.0 Audited historical financial information (cont’d.)

5.2  7-Eleven Malaysia Group (cont'd.)

e) Consolidated statements of cash flows

Cash flows from operating activities

Cash receipts from customers and
other receivables

Cash paid to suppliers and employees

Cash generated from operations

Interest paid

Tax paid

Net cash generated from operating
activities

Cash flows from investing activities

Purchase of property, plant and
equipment

Purchase of quoted shares

Purchase of short term investment

Proceeds from disposa! of property, plant
and equipment

Proceeds from disposal of quoted shares

Movement in intercompany balances

Dividend income received

Interest received

Net cash used in investing activities

Cash flows from financing activities
Dividends paid on ordinary shares
Proceeds from term foan
Proceeds from bankers' acceptance
Proceeds from revolving credit
Repayment of bankers' acceptance
Repayment of revolving credit
Repayment of term loans
Repayment of hire purchase and finance
lease liabilities
Net cash (used in)/generated from
financing activities

Net increase/(decrease) in cash and
cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at
31 December (Note 5.2.17)

A member firm of Ernst & Young Global Limited

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
1,338,201 1,568,858 1,649,122 1,775,043
(1,256,729) (1,447,529) (1,555,858) (1,554,993)
81,472 121,329 93,264 220,050
(7,510) (5.318) (9,554) (8,646)
(10,420) (8,683) (17,030) (24,517)
63,542 107,328 66,680 186,887
(19,132) (20,445) (15,317 (41,722)
- (6,618) (2,000) -

- (400)
10 29 94 282
- - 5,846 -
(8,652) 9,856 (86,309) (24,664)
- - - 36
821 719 513 569
(26,953) (16,459) (97,573) (65,499)
(15,000) (12,000) (117,500)
8,000 - - -
263,633 430,966 427,672 576,725
185,800 27,900 - -
(244,628) (431,597) (401,438) (554,725)
(205,800) (82,900 - -
(1,871) 3,116) (3,143) (2,708)
(7.844) (9,081) (7.926) (7.583)
(17,710) (79,828) 15,165 (105,791)
18,879 11,041 (15,728) 15,597
18,051 36,930 47,971 32,243
36,930 47,971 32,243 47,840
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.1 Corporate information

7-Eleven Malaysia is a private limited company, incorporated and domiciled in
Malaysia.

In March 2012, Premier Merchandise Sdn. Bhd. ("PMSB") became the
immediate holding company of Berjaya Retail Berhad ("BRetail™) via an
unconditional take-over offer. By virtue of the acquisition of shares in B-Retail,
HQZ Credit Sdn. Bhd. and PMSB became the ultimate and intermediate holding
companies of 7-Eleven Malaysia Group respectively. Prior to PMSB acquiring
BRetall, the ultimate and immediate holding company of 7-Eleven Malaysia
Group was BRetail, a company incorporated in Malaysia.

5.2.2 Basis of preparation of historical financial information

The historical financial information presented in this report has been prepared
based on the Reissued Consolidated Financial Statements of 7-Eleven Malaysia
Group, which comprise the audited consolidated statements of financial
position as at 31 December 2010, 31 December 2011, 31 December 2012
and 31 December 2013, and the consolidated income statements,
consolidated statements of comprehensive income, consolidated statements
of changes in equity, and consolidated statements of cash flows for FYE 31
December 2010, FYE 31 December 2011, FYE 31 December 2012 and FYE
31 December 2013.

These financial statements have been prepared in accordance with MFRS and
IFRS.

These financial statements have been prepared on the historical cost basis,
except for those financial instruments which have been measured at their fair
values.

These financial statements are presented in RM and all values are rounded to
the nearest thousand (RM'000) except when otherwise indicated.

The consolidated financial statements of 7-Eleven Malaysia Group for the
financial years ended 31 December 2010, 31 December 2011, 31 December
2012 and 31 December 2013 have been prepared and reissued in accordance
with MFRS and IFRS in conjunction with the listing and quotation for the entire
enlarged issued and paid-up share capital of 7-Eleven Malaysia Holdings on the
Main Market of Bursa Malaysia Securities Berhad.
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5.0 Audited historical financial information (cont’'d.)
5.2  7-Eleven Maiaysia Group (cont'd.)
5.2.3 Significant accounting policies
5.2.3.1 Changes in accounting policies

(i) 7-Eleven Malaysia Group adopted MFRS for the first time in FYE 31
December 2012. The first MFRS financial statements for FYE 31
December 2012 were issued for statutory purposes. The date of
transition for the statutory audited financial statements of 7-Eleven
Malaysia Group is 1 January 2011.

For the purpose of the Reissued Consolidated Financial Statements, 7-
Eleven Malaysia Group changed its date of transition to MFRS to 1
January 2010, being the beginning of the earliest period for which 7-
Eleven Malaysia Group prepared consolidated financial statements in
accordance with MFRS for this purpose. The adoption of MFRS did not
have any effect on the consolidated financial statements for the
financial years ended 31 December 2010 and 31 December 2011
included in the reissued consolidated financial statements, except as
disclosed below:

- Business Combination:

MFRS 1 provides the option to apply MFRS 3: Business
Combinations prospectively from the date of transition or from
a specific date prior to the date of the transition. This provides
relief from full retrospective application of MFRS 3 which would
require restatement of all business combinations prior to the
date of transition.

Acauisition before date of transition:

7-Eleven Malaysia Group has elected to apply MFRS 3
prospectively from the date of transition:

- the classification of former business combinations under FRS is
maintained;

- there is no re-measurement of original fair values determined at
the time of business combinations (date of acquisition); and

- the carrying amount of goodwill recognised under FRS is not
adjusted.

Other than as mentioned above, the significant accounting policies
adopted in preparing the reissued consolidated financial statements are
consistent with the previously issued audited consolidated financial
statements for the financial years ended 31 December 2010, 31
December 2011, 31 December 2012 and 31 December 2013.
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5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont'd.)

5.2.3.1 Changes in accounting policies (cont'd.)

(i) The new and revised MFRSs, Amendments to MFRS and IC
Interpretation adopted by 7-Eleven Malaysia Group which are
mandatory for financial periods beginning on or after 1 January 2012
and 1 January 2013 respectively do not give rise to any significant
effects on the Reissued Consolidated Financial Statements except as
discussed below:

MFRS 12: Disclosure of Interests in Other Entities

MFRS 12 includes all disclosure requirements for interests in
subsidiaries, joint arrangements, associates and structured entities. A
number of new disclosures are required. This standard affects
disclosures only and has no impact on 7-Eleven Malaysia Group’s
financial position or performance.

MFRS 13: Fair Value Measurement

MFRS 13 establishes a single source of guidance under MFRS for all
fair value measurements. MFRS 13 does not change when an entity is
required to use fair value, but rather provides guidance on how to
measure fair value under MFRS. MFRS 13 defines fair value as an exit
price. MFRS 13 also requires additional disclosures.

Application of MFRS 13 has not materially impacted the fair value
measurement of 7-Eleven Malaysia Group. Additional disclosures
where required, are provided in the individual notes relating to the
assets and liabilities whose fair values were determined.

Amendments to MFRS 101: Presentation of ltems of Other
Comprehensive Income

The amendments to MFRS 101 introduce a grouping of items presented
in other comprehensive income. Items that will be reclassified
("recycled") to profit or loss at a future point in time (eg. net loss or
gain on available-for-sale financial assets) have to be presented
separately from items that will not be reclassified. The amendments
affect presentation only and have no impact on 7-Eleven Malaysia
Group's financial position or performance.
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5.0  Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2._3 Significant accounting policies (cont’d.)
5.2.3.1 Changes in accounting policies (cont'd.)

(i) MFRS 127: Separate Financial Statements

As a consequence of the new MFRS 10 and MFRS 12, MFRS 127 is
limited to accounting for subsidiaries, jointly controlled entities and

associates in separate financial statements.

(i) MFRSs, Amendments to MFRS and IC Interpretation issued but not yet

effective

The following new MFRSs, Amendments to MFRS and IC Interpretation
that have been issued by the Malaysian Accounting Standards Board
will become effective in future financial reporting periods and have

not been adopted by 7-Eleven Malaysia Group:

Description

Amendments to MFRS 132: Offsetting Financial
Assets and Financial Liabilities

Amendments to MFRS 10, MFRS 12 and
MFRS 127: Investment Entities

Amendments to MFRS 136: Recoverable Amount
Disclosures for Non-Financial Assets

Amendments to MFRS 139: Novation of
Derivatives and Continuation of Hedge
Accounting

IC Interpretation 21: Levies

Amendments to MFRS 119: Defined Benefit Plans:
Employee Contributions

Annual Improvements to MFRSs 2010-2012 Cycle

Annual Improvements to MFRSs 2011-2013 Cycle

MFRS 9: Financial Instruments (IFRS 9 issued by
[ASB in November 2009)

MFRS 9: Financial Instruments (IFRS 9 issued by
IASB in October 2010)
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5.0  Audited historical financial information (cont’d.)
5.2 7-Eleven Malaysia Group (cont’d.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.1 Changes in accounting policies (cont’d.)

(iii) MFRSs, Amendments to MFRS and [C Interpretation issued but not yet
effective (cont'd.)

Effective for annual
financial periods
Description beginning on or
after
MFRS 9: Financial instruments: Hedge
Accounting And Amendments fo MFRS 9,
MFRS 7 and MFRS 139 To be announced

The directors expect that the adoption of the above standards and
interpretation will have no material impact on the financial statements

in the period of initial application, except as discussed below:

MFRS 9: Financial Instruments

MFRS 9 reflects the first phase of work on the replacement of MFRS
139 and applies to classification and measurement of financial assets
and financial liabilities as defined in MFRS 139. The standard was
initially effective for annual periods beginning on or after 1 January
2013, but Amendments to MFRS 9. Mandatory Effective Date of
MFRS 9 and Transition Disclosures, issued in March 2012, moved the
mandatory effective date to 1 January 2015. Subsequently, on 14
February 2014, it was announced that the new effective date will be
decided when the project is closer to completion. The adoption of the
first phase of MFRS 9 will have an effect on the classification and
measurement of 7-Eleven Malaysia Group's financial assets, but will
not have an impact on classification and measurements of 7-Eleven
Malaysia Group's financial fiabilities. 7-Eleven Malaysia Group will
guantify the effect in conjunction with the other phases, when the
final standard including all phases is issued.
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5.0 Audited historical financial information (cont’'d.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.3 Significant accounting policies (cont’d.)

5.2.3.2 Summary of significant accounting policies

da.

Basis of consolidation

The consolidated financial statements comprise the financial
statements of 7-Eleven Malaysia Group as at the reporting date. The
financial statements of the subsidiaries used in the preparation of the
consolidated financial statements are prepared for the same reporting
date as 7-Eleven Malaysia. Consistent accounting policies are applied
for like transactions and events in similar circumstances.

7-Eleven Malaysia Group controls an investee if and only if 7-Eleven
Malaysia Group has all the following:

i Power over the investee (i.e. existing rights that give it the
current ability to direct the relevant activities of the investee);

ii. Exposure, or rights, to variable returns from its investment with
the investee; and

iii. The ability to use its power over the investee to affect its
returns.

Subsidiaries are consolidated when 7-Eleven Malaysia obtains control
over the subsidiary and ceases when 7-Eleven Malaysia loses control of
the subsidiary. All intra-group balances, income and expenses and
unrealised gains and losses resulting from intra-group transactions are
eliminated in full.

Changes in 7-Eleven Malaysia Group's ownership interests in
subsidiaries that do not result in 7-Eleven Malaysia Group losing control
over the subsidiaries are accounted for as equity transactions. The
carrying amounts of 7-Eleven Malaysia Group's interests and the non-
controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiaries. The resulting difference is recognised
directly in equity and attributed to owners of 7-Eleven Malaysia Group.
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont’d.)
5.2.3.2 Summary of significant accounting policies (cont'd.)
a. Basis of consolidation (cont’d.)

When 7-Eleven Malaysia Group loses control of a subsidiary, a gain or
loss calculated as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets and
liabilities of the subsidiary and any non-controlling interest, is
recognised in profit or loss. The subsidiary's cumulative gain or loss
which has been recognised in other comprehensive income and
accumulated in equity are reclassified to profit or loss or where
applicable, transferred directly to retained profits. The fair value of any
investment retained in the former subsidiary at the date control is lost
is regarded as the cost on initial recognition of the investment.

Business combinations

Acquisitions of subsidiaries are accounted for using the acquisition
method. The cost of an acquisition is measured as the aggregate of the
consideration transferred, measured at acquisition date fair value and
the amount of any non-controlling interest in the acquiree. 7-Eleven
Malaysia Group elects on a transaction-by-transaction basis whether to
measure the non-controlling interests in the acquiree either at fair
value or at the proportionate share of the acquiree's identifiable net
assets. Transaction costs incurred are expensed and included in
administrative expenses.

Any contingent consideration to be transferred by the acquirer will be
recognised at fair value at the acquisition date. Subsequent changes in
the fair value of the contingent consideration which is deemed to be an
asset or liability, will be recognised in accordance with MFRS 139 either
in profit or loss or as a change to other comprehensive income. If the
contingent consideration is classified as equity, it will not be
remeasured. Subsequent settlement is accounted for within equity. In
instances where the contingent consideration does not fall within the
scope of MFRS 139, it is measured in accordance with the appropriate
MFRS.
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5.0 Audited historical financial information (cont’d.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.3 Significant accounting policies (cont’d.)

5.2.3.2 Summary of significant accounting policies (cont'd.)

a.

Basis of consolidation (cont’d.)

Business combinations (cont'd.)

When 7-Eleven Malaysia Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in host contracts by
the acquiree.

If the business combination is achieved in stages, the acquisition date
fair value of the acquirer's previously held equity interest in the
acquiree is remeasured to fair value at the acquisition date through
profit or loss.

Goodwill is initially measured at cost, being the excess of the aggregate
of the consideration transferred and the amount recognised for non-
controlling interests over the net identifiable assets acquired and
liabilities assumed. If this consideration is lower than fair value of the
net assets of the subsidiary acquired, the difference is recognised in
profit or loss. The accounting policy for goodwill is set out in Note
5.2.3.2(c).

Subsidiaries

A subsidiary is an entity over which 7-Eleven Malaysia Group has all the
following:

i Power over the investee (i.e. existing rights that give it the
current ability to direct the relevant activities of the investee);

ii. Exposure, or rights, to variable returns from its investment with
the investee; and

iii. The ability to use its power over the investee to affect its
returns.
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’'d.)
5.2.3 Significant accounting policies (cont’d.)
5.2.3.2 Summary of significant accounting policies (cont'd.)
b. Subsidiaries (cont'd.)

In 7-Eleven Malaysia Group's separate financial statements,
investments in subsidiaries are accounted for at cost less impairment
losses. On disposal of such investments, the difference between net
disposal proceeds and their carrying amounts is included in profit or
loss.

c. Intangible assets

Goodwill

Goodwill is initially measured at cost. Following initial recognition,
goodwill is measured at cost less accumulated impairment losses. For
the purpose of impairment testing, goodwill acquired is allocated, from
the acquisition date, to each of 7-Eleven Malaysia Group's cash-
generating units that are expected to benefit from the synergies of the
combination.

The cash-generating unit to which goodwill has been allocated is tested
for impairment annually and whenever there is an indication that the
cash-generating unit may be impaired, by comparing the carrying
amount of the cash-generating unit, including the allocated goodwill,
with the recoverable amount of the cash-generating unit. Where the
recoverable amount of the cash-generating unit is less than the
carrying amount, an impairment loss is recognised in profit or loss.
Impairment losses recognised for goodwill are not reversed in
subsequent periods.

Where goodwill forms part of a cash-generating unit and part of the
operation within that cash-generating unit is disposed of, the goodwill
associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on disposal
of the operation. Goodwill disposed of in this circumstance is measured
based on the relative fair values of the operations disposed of and the
portion of the cash-generating unit retained.
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5.0 Audited historical financial information (cont’'d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont’d.)
d. Property, plant and equipment and depreciation.

All items of property, plant and equipment are initially recorded at
cost. Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with them will flow to 7-
Eleven Malaysia Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognised. All
other repairs and maintenance are charged to profit or loss during the
financial year in which they are incurred.

Subsequent to recognition, all items of property, plant and equipment
except for freehold land are stated at cost less accumulated
depreciation and any accumulated impairment losses.

Freehold land has an unlimited useful life and therefore is not
depreciated. Capital work-in-progress are also not depreciated as these
assets are not available for use. Depreciation of other property, plant

and equipment is provided for on a straight-line basis over its estimated
useful lives.

The principal annual rates of depreciation are:

Buildings Over 50 years or the duration of the
lease, whichever is shorter

Long-term leasehold land Over the duration of the lease of 99
years

Equipment 15%

Computer equipment 15% to 20%

Motor vehicles 20%

Furniture, fittings and renovation 10% or the duration of the lease,
whichever is shorter

The residual values, useful life and depreciation method are reviewed at
each reporting dates to ensure that the amount, method and period of
depreciation are consistent with previous estimates and the expected
pattern of consumption of the future economic benefits embodied in the
items of property, plant and equipment.
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.3 Significant accounting policies (cont’d.)
5.2.3.2 Summary of significant accounting policies (cont'd.)
d. Property, plant and equipment and depreciation (cont’'d.)

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected from its use
or disposal. The difference between the net disposal proceeds, if any,
and the net carrying amount is recognised in profit or loss.

e. Investment property

Investment property is land or building held by 7-Eleven Malaysia
Group or held under a finance lease, to earn rental income or for
capital appreciation or both. Investment property is stated at cost less
accumulated depreciation and any accumulated impairment losses.

Depreciation of investment property is provided for on a straight line
basis to write off the cost to its residual value over its estimated useful
life at the following periods:

Buildings Over 50 years or the duration of the
lease, whichever is shorter

Upon the disposal of an item of investment property, the difference
between the net disposal proceeds and the carrying amount is
recognised in profit or loss.

When an indication of impairment exists, the carrying amount of the
asset is written down immediately to its recoverable value. The policy
for the recognition and measurement of impairment losses is in
accordance with Note 5.2.3.2(f).
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5.2 7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont'd.)

f. Impairment of non-financial assets

7-Eleven Malaysia Group assesses at each reporting date whether there
is an indication that an asset may be impaired. If any such indication
exists, or when an annual impairment assessment for an asset is
required, 7-Eleven Malaysia Group makes an estimate of the asset's
recoverable amount.

An asset's recoverable amount is the higher of an asset’s fair value less
costs to sell and its value in use. For the purpose of assessing
impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units (“CGU™).

In assessing value in use, the estimated future cash flows expected to
be generated by the asset are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. Where the
carrying amount of an asset exceeds its recoverable amount, the asset
is written down to its recoverable amount. Impairment losses
recognised in respect of a CGU or groups of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to those units or
groups of units and then, to reduce the carrying amount of the other
assets in the unit or groups of units on a pro-rata basis.

Impairment losses are recognised in profit or loss.

An assessment is made at each reporting date as to whether there is
any indication that previously recognised impairment losses may no
longer exist or may have decreased. A previously recognised
impairment loss is reversed only if there has been a change in the
estimates used to determine the asset's recoverable amount since the
fast impairment loss was recognised. If that is the case, the carrying
amount of the asset is increased to its recoverable amount. That
increase cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been
recognised previously. Such reversal is recognised in profit or loss.
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont’'d.)

5.2.3 Significant accounting policies (cont’d.)

5.2.3.2 Summary of significant accounting policies (cont'd.)

g. Financial assets

Financial assets are recognised in the consolidated statement of financial
position when, and onfy when, 7-Eleven Malaysia Group becomes a party
to the contractual provisions of the financial instrument.

When financial assets are recognised initially, they are measured at fair
value, plus, in the case of financial assets not at fair value through profit
or loss, directly attributable transaction costs.

7-Eleven Malaysia Group determines the classification of the financial
assets at initial recognition, and the categories include loans and
receivables and available-for-sale financial assets.

(@
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Loans and receivables

Financial assets with fixed or determinable payments that are not
quoted in an active market are classified as loans and receivables.

Subsequent to initial recognition, loans and receivables are measured
at amortised cost using the effective interest method. Gains and

losses are recognised in profit or loss when the foans and receivables
are derecognised or impaired, and through the amortisation process.

Loans and receivables are classified as current assets, except for
those having maturity dates later than 12 months after the reporting
date which are classified as non-current.

Available-for-sale financial assets

Available-for-sale financial assets are financial assets that are
designated as available for sale or are not classified as financial
assets at fair value through profit or loss, loans and receivables or
held-to-maturity investments.
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5.2  7-Eleven Malaysia Group (cont'd.)

5.2.3 Significant accounting policies (cont'd.)

5.2.3.2 Summary of significant accounting policies (cont'd.)

g. Financial assets (cont'd.)

(ii) Available-for-sale financial assets (cont’d.)
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After initial recognition, available-for-sale financial assets are
measured at fair value. Any gains or losses from changes in fair
value of the financial assets are recognised in other comprehensive
income, except that impairment losses, foreign exchange gains and
losses on monetary instruments and interest calculated using the
effective interest method are recognised in profit or loss. The
cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or [oss
as a reclassification adjustment when the financial asset is
derecognised. Interest income calculated using the effective
interest method is recognised in profit or loss. Dividends on an
available-for-sale equity instrument are recognised in profit or loss
when 7-Eleven Malaysia Group's rights to receive payment is
established.

[nvestments in equity instruments whose fair value cannot be
reliably measured are measured at cost less impairment loss.

Available-for-sale financial assets are classified as non-current
assets unless they are expected to be realised within 12 months
after the reporting date.

A financial asset is derecognised when the contractual right to
receive cash flows from the asset has expired. On derecognition of
a financial asset in its entirety, the difference between the carrying
amount and the sum of the consideration received and any
cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.
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5.2.3.2 Summary of significant accounting policies (cont’'d.)

h. Impairment of financial assets

7-Eleven Malaysia Group assesses at each reporting date whether there
is any objective evidence that a financial asset is impaired.

To determine whether there is objective evidence that an impairment
loss on financial assets has been incurred, 7-Eleven Malaysia Group
considers factors such as probability of insolvency or significant
financial difficulties of the debtor and default or significant delay in
payments. Objective evidence of impairment for a portfolio of
receivables could include 7-Eleven Malaysia Group's past experience of
collecting payments, an increase in the number of delayed payments in
the portfolio past the average credit period and observable changes in
national or local economic conditions that correlate with default on
receivables.

If any such evidence exists, the amount of impairment loss is measured
as the difference between the asset's carrying amount and the present
value of estimated future cash flows discounted at the financial asset's
original effective interest rate. The impairment loss is recognised in
profit or loss.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
receivables, where the carrying amount is reduced through the use of
an allowance account. When a receivable becomes uncollectible, it is
written off against the allowance account.

If in subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised, the previously recognised impairment
loss is reversed to the extent that the carrying amount of the asset
does not exceed its amortised cost at the reversal date. The amount of
reversal is recognised in profit or loss.

i. Inventories

Inventories comprise trading goods and consumables and are stated at
the lower of cost (determined on the first-in first-out basis) and net
realisable value. Cost comprises the invoiced value of the inventories
and incidental expenses. Net realisable value represents the estimated
seifling price less estimated costs necessary to make the sale.
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5.2.3 Significant accounting policies (cont'd.)

5.2.3.2 Summary of significant accounting policies (cont’d.)

j- Cash and cash equivalents

Cash and cash equivalents include cash on hand and at banks and
demand deposits at call which are subject to an insignificant risk of
changes in value.

k. Financial liabilities

Financial liabilities are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial
liability.

Financial liabilities, within the scope of MFRS 139, are recognised in
the consolidated statement of financial position when, and only when,
7-Eleven Malaysia Group becomes a party to the contractual provisions
of the financial instrument.

Payables are recognised initially at fair value plus directly attributable
transaction costs and subsequently measured at amortised cost using
the effective interest method.

Loans and borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at amortised
cost using the effective interest method. Borrowings are classified as
current liabilities unless 7-Eleven Malaysia Group has an unconditional
right to defer settlement of the liability for at least 12 months after the
reporting date.

Gains and losses are recognised in profit or loss when the liabilities are
derecognised, and through the amortisation process.

A financial liability is derecognised when the obligation under the
liability is extinguished. When an existing financial liability is replaced
by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognised in profit or loss.
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5.0 Audited historical financial information (cont’d.)
5.2 7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont'd.)

I.  Segment reporting

For management purposes, 7-Eleven Malaysia Group is organised into
operating segments based on their products and services which are
independently managed by the respective segment managers
responsible for the performance of the respective segments under
their charge. The segment managers report directly to the
management of 7-Eleven Malaysia Group who regularly review the
segment results in order to allocate resources to the segments and to
assess the segment performance. Additional disclosure of each of
these segments are shown in Note 5.2.33, including the factors used to
identify the reportable segments and the measurement basis of
segment information.

m. Share capital and share issuance expenses

An equity instrument is any contract that evidences a residual interest
in the assets of 7-Eleven Malaysia Group after deducting all of its
liabilities. Ordinary shares are equity instruments.

Ordinary shares are recorded at the proceeds received, net of directly
attributable incremental transaction costs. Ordinary shares are
classified as equity. Dividends on ordinary shares are recognised in
equity in the period in which they are declared.

n. Leases
(i) Aslessee

Finance leases, which transfer to 7-Eleven Malaysia Group
substantially all the risks and rewards incidental to ownership of
the leased item, are capitalised at the inception of the lease at the
fair value of the leased asset or, if lower, at the present value of
the minimum lease payments. Any initial direct costs are also
added to the amount capitalised. Lease payments are apportioned
between the finance charges and reduction of the lease liability so
as to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are charged to profit or loss.
Contingent rents, if any, are charged as expenses in the periods in
which they are incurred.
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont’d.)

5.2.3 Significant accounting policies (cont'd.)

5.2.3.2 Summary of significant accounting policies (cont'd.)

n. Leases (cont'd.)

(i) Aslessee (cont'd.)

Leased assets are depreciated over the estimated useful life of the
asset. However, if there is no reasonable certainty that 7-Eleven
Malaysia Group will obtain ownership by the end of the lease term,
the asset is depreciated over the shorter of the estimated useful
life and the lease term.

Operating lease payments are recognised as an expense in profit or
loss on a straight-line basis over the lease term. The aggregate
benefit or incentives provided by the lessor is recognised as a
reduction of rental expense over the lease term on a straight-line
basis.

(ii) As lessor

0.

A member firm of Ernst & Young Global Limited

Leases where 7-Eleven Malaysia Group retains substantially all the
risks and rewards of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating and
operating lease are added to the carrying amount of the leased
asset and recognised over the lease term on the same bases as
rental income.

Borrowing costs

Borrowing costs are capitalised as part of the cost of a qualifying
asset if they are directly attributable to the acquisition, construction
or production of that asset. Capitalisation of borrowing costs
commences when the activities to prepare the asset for its intended
use or sale are in progress and the expenditures and borrowing costs
are incurred. Borrowing costs are capitalised until the assets are
substantially completed for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period
they are incurred. Borrowing costs consist of interest and other costs
that 7-Eleven Malaysia Group incurred in connection with the
borrowing of funds.
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5.0  Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont’d.)
p. Income tax

Income tax on the profit or loss for the period comprises current and
deferred tax. Current tax is the expected amount of income taxes
payable in respect of the taxable profit for. the year and is measured
using the tax rates that have been enacted or substantively enacted at
the reporting date.

Deferred tax is provided for, using the liability method. In principle,
deferred tax liabilities are recognised for all taxable temporary
differences and deferred tax assets are recognised for all deductible
temporary differences, unused tax losses and unused tax credits to the
extent that it is probable that taxable profit will be available against
which the deductible temporary differences, unused tax losses and
unused tax credits can be utilised. Deferred tax is not recognised if the
temporary difference arises from goodwill or from the initial
recognition of an asset or liability in a transaction which is not a
business combination and at the time of the transaction, affects
neither accounting profit nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in
the period when the asset is realised or the liability is settled, based on
tax rates that have been enacted or substantively enacted at the
reporting date. Deferred tax is recognised as income or an expense and
included in profit or loss for the period, except when it arises from a
transaction which is recognised directly in equity, in which case the
deferred tax is also recognised directly in equity, or when it arises from
a business combination that is an acquisition, in which case the
deferred tax is included in the resulting goodwill or the amount of any
excess of the acquirer's interest in the net fair value of the acquiree's
identifiable assets, liabilities and contingent liabilities over the cost of
the combination.

g. Provisions

Provisions for liabilities are recognised when 7-Eleven Malaysia Group
has present obligations as a result of past events, it is probable that an
outflow of resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate of the amount can be
made.
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont’'d.)
g. Provisions (cbnt’d.) |

Provisions are reviewed at each reporting date and adjusted to reflect
the current best estimate. Where the effect of the time value of
money is material, provisions are discounted using a current pre-tax
rate that refiects, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the
passage of time is recognised as a finance cost.

r. Employee benefits
(i) Short term benefits

Wages, salaries, bonuses and social security contributions are
recognised as an expense in the period in which the associated
services are rendered by employees of 7-Eleven Malaysia Group.
Short term accumulating compensated absences such as paid
annual leave are recognised when services are rendered by
employees that increase their entitiement to future compensated
absences. Short term non-accumulating compensated absences
such as sick leave are recognised when the absences occur.

(i) Defined contribution plans

As required by law, 7-Eleven Malaysia Group makes contributions
to the state pension scheme, the Employees Provident Fund
("EPF™). Such contributions are recognised as an expense in
profit or loss as incurred.

s. Foreign currency
(i) Functional and presentation currency

The individual financial statements of each entity in 7-Eleven
Malaysia Group are measured using the currency of the primary
economic environment in which the entity operates ("the
functional currency™). The consolidated financial statements are
presented in Ringgit Malaysia ("RM"), which is also 7-Eleven
Malaysia's functional currency.
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5.0  Audited historical financial information (cont'd.)
5.2  T7-Eleven Malaysia Group (cont’d.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont'd.)
s. Foreign currency (cont'd.)
(ii) Foreign currency transactions

Transactions in foreign currencies are measured in the respective
functional currencies of 7-Eleven Malaysia Group and are recorded
on initial recognition in the functional currencies at exchange rates
approximating those ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies are
translated at the rate of exchange ruling at the end of the reporting
date.

Exchange differences arising on the settlement of monetary items
or on translating monetary items at the end of the reporting date
are recognised in profit or loss.

t. Fair value measurement

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

(i) Inthe principal market for the asset or liability, or

(id Inthe absence of a principal market, in the most advantageous
market for the asset or liability.

The principal or the most advantageous market must be accessible to
by 7-Eleven Malaysia Group.

The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing the asset
or liability, assuming that market participants act in their economic
best interest.

A fair value measurement of a non-financial asset takes into account a
market participant's ability to generate economic benefits by using the
asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.3 Significant accounting policies (cont'd.)
5.2.3.2 Summary of significant accounting policies (cont’d.)
t. Fair value measurement (cont’d.)

7-Eleven Malaysia Group uses valuation techniques that are
appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:

(i) Level 1 - Quoted (Unadjusted) market prices in active markets for
identical assets or liabilities;

(i) Level 2 - Valuation techniques for which the lowest fevel input that
is significant to the fair value measurement is directly or indirectly
observable; and

(i) Level 3 - Valuation techniques for which the lowest level input that
is significant to the fair value measurement is unobservabie.

u. Revenue recognition

Revenue is recognised to the extent that probable economic benefits
will flow to 7-Eleven Malaysia Group and the amount of revenue can be
reliably measured. The following specific recognition criteria must be
met before revenue is recognised:

(i) Sale of goods
Revenue is recognised when significant risks and rewards of
ownership of the general merchandise have been passed to the
customers. Revenue relating to sale of general merchandise is
recognised net of discounts and returns.

(ii) Commission income

Commission earned from services is recognised when the services
are performed.
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5.2  T7-Eleven Malaysia Group (cont'd.)

5.2.3 Significant accounting policies (cont’d.)

5.2.3.2

Summary of significant accounting policies (cont’d.)

Revenue recognition (cont'd.)

@in

@iv)

W)

(v

Rental income

income from the rental of property is recognised on an accrual
basis in accordance with the terms of the agreements.

Interest income

Interest income is recognised on an accrual basis using the
effective interest methoed.

Franchise income

Revenue from franchised convenience stores under the "7-Eleven"
brand name operated by franchisees include initial fees and a
percentage of gross profit. Initial fees are recognised upon
granting of a new franchise term, which is when 7-Eleven Malaysia
has performed substantially all initial services required by the
franchise arrangement. Revenue in the form of a percentage of
gross profit is recognised in the period the gross profit is earned.

Dividend income

Dividend income is recognised when 7-Eleven Malaysia Group's
right to receive payment is established.

5.2.4 Significant accounting estimates and judgements

The preparation of 7-Eleven Malaysia Group's consolidated financial
statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities at the reporting date.
However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amount of
the asset or liability affected in the future.

A member firm of Ernst & Young Global Limited
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5.0  Audited historical financial information (cont’d.)
5.2 7-Eleven Mélaysia Group (cont'd.)
5.2.4 Significant accounting estimates and judgements (cont'd.)
5.2.4.1 Judgements made in applying accounting policies

In the process of applying 7-Eleven Malaysia Group's accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the
amounts recognised in the consolidated financial statements:

a. Classification between investment properties and property, plant and
equipment

7-Eleven Malaysia Group has developed certain criteria based on MFRS
140 in making judgement whether a property qualifies as an investment
property. Investment property is a property held to earn rental income
or for capital appreciation or both.

Some properties comprise a portion that is held to earn rental income or
for capital appreciation and another portion that is held for use in the
production or supply of goods or services or for administrative purposes.
If these portions could be sold separately (or leased out separately under
a finance lease), 7-Eleven Malaysia Group would account for the portions
separately. [f the portions could not be sold separately, the property is
an investment property only if an insignificant portion is held for use in
the production or supply of goods or services or for administrative
purposes. Judgement is made on an individual property basis to
determine whether ancillary services are so significant that a property
does not qualify as investment property.

The carrying amounts of the land and buildings of 7-Eleven Malaysia
Group classified as property, plant and equipment and investment
property are disclosed in Notes 5.2.11 and 5.2.12.

b. Impairment of available-for-sale investments

7-Eleven Malaysia Group reviews its investments in equity instruments,
which are classified as available-for-sale investments at each reporting
date to assess whether they are impaired. 7-Eleven Malaysia Group
records impairment charges when there has been a significant or
prolonged decline in the fair value below their cost.
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.4 Significant accounting estimates and judgements (cont'd.)

5.2.4.1

b.

5.2.4.2

Judgements made in applying accounting policies (cont’d.)
Impairment of available-for-sale investments (cont'd.)

The determination of what is "significant” or "prolonged" requires
judgement. in making this judgement, 7-Eleven Malaysia Group
evaluates, among other factors, historical share price movements and
the duration and extent to which the fair value of an investment is less
than its cost.

For the financial year ended 31 December 2011, the amount of

impairment loss recognised for available-for-sale investments is
RM1,098,000.

For the financiaf year ended 31 December 2012, the amount of

impairment loss recognised for available-for-sale investments is
RM1,674,000.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the reporting date, that have a significant risk
of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below:

(i) Depreciation of property, plant and equipment

Property, plant and equipment are depreciated or amortised on a
straight-line basis over their useful lives based on management's
estimates of the period over which the assets will generate revenue
(not to exceed lease term plus options for [eased property). The
useful lives are estimated based on historical experience with similar
assets, taking into account anticipated technolfogical or other
changes. 7-Eleven Malaysia Group periodically reviews these useful
lives relative to physical factors, economic factors and industry
trends.
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5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’'d.)
5.2.4 Significant accounting estimates and judgements (cont’d.)
5.2.4.2 Key sources of estimation uncertainty (cont'd.)
(i) Depreciation of property, plant and equipment (cont'd.)

If there are changes in the planned use of property, plant and
equipment, or if technological changes occur more rapidly than
anticipated, the useful lives assigned to these assets may need to be
shortened, resulting in the recognition of increased depreciation and
amortisation expense or write-offs in future periods. The carrying
amounts of 7-Eleven Malaysia Group's property, plant and
equipment as at each of the reporting dates are disclosed in Note
52.11.

(i) Impairment of goodwill

7-Eleven Malaysia Group determines whether goodwill is impaired at
least on an annual basis. This requires an estimation of the value in
use of the cash-generating units (“CGU™) to which goodwill are
allocated. Estimating a "value in use" amount requires management
to make an estimate of the expected future cash flows from the CGU
and also to choose a suitable discount rate in order to calculate the
present value of those cash flows. The carrying amounts of goodwill
as at 31 December 2013 was RM596,000 (2012: RM596,000;
2011: RM596,000; 2010: RM596,000). Further details are as
disclosed in Note 5.2.14.

(iii) Impairment of loans and receivables

7-Eleven Malaysia Group assesses at each reporting date whether
there is any objective evidence that a financial asset is impaired. To
determine whether there is objective evidence of impairment, 7-
Eleven Malaysia Group considers factors such as the probability of
insolvency or significant financial difficulties of the debtor and
default or significant delay in payments.

Where there is objective evidence of impairment, the amount of
impairment loss is measured as the difference between the asset's
carrying amount and the present value of estimated future cash
flows. Management estimated the amount and timing of the future
cash flows of its loans and receivables based on past experience of
cash flows received. The carrying amounts of 7-Eleven Malaysia
Group's loans and receivables at each of the reporting dates are
disclosed in Note 5.2.16.
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5.2 7-Eleven Malaysia Group (cont'd.)

5.2.4 Significant accounting estimates and judgements (cont'd.)

5.2.4.2 Key sources of estimation uncertainty (cont'd.)

Gv)

w)

vi)
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Provision for restoration costs

7-Eleven Malaysia Group leases convenience stores under operating
leases. 7-Eleven Malaysia Group provides for an estimate of
restoration costs expense at the lease inception date for operating
leases with requirements to remove leasehold improvements at the
end of the lease term.

Estimating restoration costs involves subjective assumptions
regarding both the amount and timing of actual future restoration
costs. Actual future costs could differ significantly from amounts
initially estimated. 7-Eleven Malaysia Group's provision for
restoration costs at each of the reporting dates are disclosed in Note
5.2.20.

Recognition of incentives and rebates

7-Eleven Malaysia Group receives incentives and rebates from
suppliers for various programs, primarily volume incentives, display
and promotional incentives, prompt payment discounts and
warehouse allowances.

Certain incentives and rebates recognised in profit or loss were
estimated based on terms and rates in trade agreements entered
into with suppliers. Actual amounts received from suppliers could
differ from the amounts initially estimated. 7-Eleven Malaysia
Group's recognition of incentives and rebates as at 31 December
2013 was RM37,575,317 (2012: RM30,538,048; 2011:
RM25,512,725; 2010: RM25,362,264).

Provision for inventory losses

Provision for inventory losses is estimated based on the best
available facts and circumstances. The provision is re-evaluated and
adjusted when additional information received affects the amount
estimated. The carrying amounts of 7-Eleven Malaysia Group's
inventories as of 31 December 2013 was RM133,025,000 (2012:
RM124,923,000; 2011: RM119,495,000; 2010: RMS5,190,000).
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.4 Significant accounting estimates and judgements (cont’d.)
5.2.4.2 Key sources of estimation uncertainty (cont’'d.)
(vii) Litigation accruals

From time to time, 7-Eleven Malaysia Group is subject to
proceedings, lawsuits and other claims, related but not limited to,
suppliers. 7-Eleven Malaysia Group is required to assess the
likelihood of any adverse judgements or outcomes to these matters
as well as potential ranges of probable losses, including those
matters disclosed in Note 5.2.29.

A determination of the amount of accrual required, if any, for these
contingencies is made after careful analysis of each matter. The
required accrual may change in the future due to new developments
in each matter or changes in approach such as change in settlement
strategy in dealing with these matters. 7-Eleven Malaysia Group
does not believe that any such matter currently being reviewed will
have a material adverse effect on its financial condition or results of
operations. In respect of its legal suit, 7-Eleven Malaysia Group has
provided for liability amounting to RM5,730,208 as at 31 December
2013 (2012: RM2,604,641; 2011: Not applicable; 2010: Not
applicable).

[The rest of the page is intentionally left blank]
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5.2  7-Eleven Malaysia Group (cont'd.)
5.2.5 Revenue
2010 2011 2012 2013
RM'000 RM'000 RM'O00 RM'000
Merchandise sales 1,276,900 1,419,050 1,528,444 1,614,813
Commissions 36,629 43,110 50,442 57,403
Rental income 176 236 237 249
1,313,705 1,462,396 1,579,123 1,672,465

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.6 Profit from operations

Profit from operations is arrived at after charging/(crediting):

Auditors' remuneration
- current
- overprovision in respect of
prior year
Impairment loss on sundry
receivables
Bad debts written off
Depreciation of property, plant
and equipment
Impairment loss of property,
plant and equipment
Property, plant and equipment
written off
Amortisation charge for
investment property
Provision for inventories written off
Rental of premises
Royalty
Employee benefits expense
Net toss/(gain) on disposal of
property, plant and equipment
impairment toss on available-
for-sale quoted equity
instruments
- cumulative loss reclassified
to profit or loss
- transfer to profit or loss
upon disposal of
investments
Interest income
- overnight placements and
fixed deposits
- advances to intermediate
and immediate holding
companies
- advances to a fellow subsidiary
Rental income
Dividend income from quoted
investment
Franchise income
- initial fees
Change in estimate of
restoration costs

A member firm of Ernst & Young Global Limited

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Note
280 280 235 235
" (68) (68)
5.2.16 407 1,077 77 1,316
1,231 - - 305
5.2.11 32,440 32,132 33,788 31,840
5.2.11 197
5.2.11 - 1,720 217 783
5.2.12 4 7 7 7
- - - 477
52,127 58,095 65,636 72,106
13,137 14,587 15,789 16,722
5.2.7 160,032 167,517 182,112 207,419
51 (29) (94) (262)
5.2.19
1,098 -
1,674 -
821) (719) (513) (569)
(11,521 (11,591) (14,795) (14,465)
- - - an
(1,314) (1,189) (1,102) (878)
(36)
S, 700) (3,550) 310) (600)
5.2.11 - (1,560)
54
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5.0 Audited historical financial information (cont’d.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.7 Employee benefits expense

(a) Employee benefits

expense

Wages, salaries and other
allowances

Pension costs - defined
contributions

Social security costs
and employee
insurance

Compensated absences

Other staff emoluments

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
137,650 143,581 153,864 175,313
13,813 13,524 15,974 18,775
2,853 2,924 2,887 3,157

- 196 - -

5,716 7,292 9,394 10,174
160,032 167,517 182,119 207,419

Included in the staff costs of the Group are executive directors' remuneration as further

disclosed in Note 5.2.7(b)(i).

(b) Directors' remuneration

(i) Executive directors’
remuneration:
Salaries
Other emoluments
Benefits-in-kind

(i) Non-executive directors'
remuneration:
Allowances

Total directors' remuneration
(Note 5.2.27(b))

A member firm of Ernst & Young Global Limited

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
1,080 1,113 1,241 1,200
649 894 469 333
44 39 49 53
1,773 2,046 1,759 1,586
148 148 148 125
1,921 2,194 1,907 1,711
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5.2  7-Eleven Malaysia Group (cont'd.)
5.2.8 Finance costs
2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Interest expense on:
Hire purchase and lease
liabilities 1,369 1,598 1,301 891
8ankers' acceptances 2,294 2,670 4,042 5,466
Revolving credit 3,281 479 - -
Term loans 566 571 382 237
Amount due to immediate
holding company 3,675 3,837 2,052
Over recognition of interest
expense on term loans
in prior year - - (8) -
7,510 8,993 9,554 8,646
5.2.9 Income tax expense
2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Income tax
Current year 12,077 11,832 19,337 19,853
Overprovision in
prior year (645) (2,105) (1,082) (159
11,432 9,727 18,255 19,694
Deferred tax (Note 5.2.23)
Relating to origination
and reversal of
temporary differences 2,533 2,257 2,177 1,361
(Ovenr)/under provision in
prior year (823) (1,655) 13 108
1,710 602 (2,164) 1,469
13,142 10,329 16,091 21,163

Domestic current income tax is calculated at the Malaysia statutory tax rate of
25% (2012: 25%,; 2011: 25%; 2010: 25%) of the estimated assessable profit

for the years.

A member firm of Ernst & Young Global Limited
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.9 Income tax expense (cont'd.)
A reconciliation of income tax expense applicable to profit before tax at the

statutory income tax rate to income tax expense at the effective tax rate of 7-
Eleven Malaysia Group is as follows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Profit before tax 40,430 40,474 56,573 72,941
Taxation at Malaysian
statutory tax rate of 25%
(2012: 25%; 2011: 25%;
2010: 25%) 10,108 10,119 14,143 18,235
Expenses not deductible
under tax legislation 4,502 3,970 3,053 2,979
Income not subject to tax - - (36) -
Overprovision of income tax
in prior year (645) (2,105) (1,082) (159)
(Over)/under provision of
deferred tax in prior year (823) (1,655) 13 108
Tax expense for the year 13,142 10,329 16,091 21,163

5.2.10 Earnings per share

Basic earnings per share amounts are calculated by dividing profit for the
years (net of tax) attributable to equity holder of 7-Eleven Malaysia, by the
number of ordinary shares outstanding during the financial years ended 31
December 2010, 31 December 2011, 31 December 2012 and 31 December
2013.

7-Eleven Malaysia Group has no potential ordinary shares and therefore,
diluted earnings per share is the same as basic earnings per share.
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Building a better
working world

5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.11 Property, plant and equipment (cont’d.)

*Land and buildings

Long term
Freehold leasehold
land Buildings land Total

At 31 December 2010 RM'000 RM'000 RM'000 RM'000
Cost
At 1 January 2010 23,039 9,525 3,192 35,756
Additions 48 28 - 76
Reclassifications 624 336 - 960
At 31 December 2010 23,711 9,889 3,192 36,792
Accumulated depreciation

and impairment losses
At 1 January 2010 784 634 - 1,418
Charge for the year - 180 30 210
Impairment loss - 197 - 197
At 31 December 2010 784 1,011 30 1,825
Net carrying amount
At 31 December 2010 22,927 8,878 3,162 34,967
At 31 December 2011
Cost
At 1 January/

31 December 2011 23,711 9,889 3,192 36,792
Accumulated depreciation

and impairment losses
At 1 January 2011 784 1,011 30 1,825
Charge for the year - 182 35 217
At 31 December 2011 784 1,193 65 2,042
Net carrying amount
At 31 December 2011 22,927 8,696 3,127 34,750

62
352

A member firm of Ernst & Young Global Limited



| Company No.: 1058531-W |

1. ACCOUNTANTS’ REPORT (Cont'd)

EY

Building a better
working world

5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.11 Property, plant and equipment (cont'd.)

*Land and buildings (cont'd.)

Long term
Freehold leasehold
land Buildings land Total

At 31 December 2012 RM'000 RM'000 RM'000 RM'O00
Cost
At 1 January/

31 December 2012 23,711 9,889 3,192 36,792
Accumulated depreciation

and impairment losses
At 1 January 2012 784 1,193 65 2,042
Charge for the year - 178 44 222
At 31 December 2012 784 1,371 109 2,264
Net carrying amount
At 31 December 2012 22,927 8,518 3,083 34,528
At 31 December 2013
Cost
At 1 January/

31 December 2013 23,711 9,889 3,192 36,792
Accumulated depreciation

and impairment losses
At 1 January 2013 784 1,371 109 2,264
Charge for the year - 166 35 201
At 31 December 2013 784 1,537 144 2,465
Net carrying amount
At 31 December 2013 22,927 8,352 3,048 34,327
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.11 Property, plant and equipment (cont'd.)

a. Included in 7-Eleven Malaysia Group's land and buildings are land and
buildings with net carrying amount totaling RM913,200 as at 31 December
2013 (2012: RM927,600; 2011: RM960,000; 2010: RM1,699,541) of
which the land title has yet to be issued by the relevant authorities.

b. Included in property, plant and equipment of 7-Eleven Malaysia Group are
fully depreciated property, plant and equipment which are still in use costing
RM169,328,269 as at 31 December 2013 (2012: RM140,877,032; 2011.:
RM106,969,993; 2010: RM80,137,628).

c. During the relevant financial years, 7-Eleven Malaysia Group acquired
property, plant and equipment by the following means:

2010 2011 2012 2013

RM'000 RM'000 RM'Q00 RM'0O00

Cash 19,132 20,445 15,317 41,722
Hire purchase and

finance leases 9,135 8,747 4,258 4,600

Other payables 10,009 6,464 4,509 17,143

Capitalisation of
restoration costs 615 645 420 327
38,891 36,301 24,504 63,792

d. Net carrying amounts of property, plant and equipment held under hire
purchase and finance lease arrangements are as follows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Computer equipment 31,644 34,104 25,902 25,676
Motor vehicles 820 893 653 647
32,464 34,997 26,555 26,323
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5.0  Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.11 Property, plant and equipment (cont'd.)
e. The net carrying amounts of property, plant and equipment pledged as

securities for borrowings (Note 5.2.21) and bank guarantee (Note 5.2.29(b))
are as follows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Freehold land 18,869 18,869 18,869 18,869
Leasehold fand 3,162 3,127 3,083 3,048
Buildings 2,937 2,852 2,823 2,774
5.2.12 Investment property
2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Cost
At beginning/end of year 292 292 292 292
Accumulated amortisation
At beginning of year 38 42 49 56
Charge for the year 4 7 7 7
At end of year 42 49 56 63
Net carrying amount
At end of year 250 243 236 229

Valuation of investment property

As at 31 December 2013, the fair value of the investment property of 7-
Eleven Malaysia Group was estimated by the directors based on professional
valuation report using the comparison method of valuation, to be
approximately RM320,000 (2012: RM320,000; 2011: RM310,000; 2010:
RM300,000).

The fair value of investment property is determined using the market
approach based on the transacted price for identical or comparable property
on the date of valuation between a willing buyer and willing seller in an arm's
length transaction.
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5.0 Audited historical financial information (cont'd.)
5.2  7-Efeven Malaysia Group (cont'd.)

5.2.13 Other investments

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Available-for-sale financial
assets
Non-current
At fair value:
Quoted shares in Malaysia* - 5,044
At cost:
Unguoted shares in
Malaysia 1 1 1 1
1 5,045 1 1
Current
At fair value:
Unit trust fund* - - 400

* Fair value of quoted shares and unit trust fund are determined by
reference to prices quoted in active market at the reporting date.

impairment {osses

7-Eleven Malaysia Group recognised impairment fosses of RM1,674,000 and
RM1,098,000 for quoted investments classified as available-for-sale financial
assets as there were "significant " or "prolonged" decline in the fair value of
these investments for the financial years ended 31 December 2012 and 31
December 2011 respectively. 7-Eleven Malaysia Group considers
"significant" as decline in fair value greater than 20% below their costs and
"profonged" period as greater than 9 months or more.

As at the reporting dates, none of 7-Eleven Malaysia Group's investments are
pledged as security for bank borrowings.
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5.0 Audited historical financial information (cont’'d.)
5.2  7-Eleven Malaysia Group (cont’d.)

5.2.14 Goodwill on consolidation

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
At cost 596 596 596 596

Impairment testing of goodwill
Allocation of goodwill

Goodwill has been allocated to 7-Eleven Malaysia Group's cash-generating
units (*CGUs") identified according to business segments as follows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Operation of convenience

stores under the "7-Eleven"
brand name 286 286 286 286
Property investments 289 289 289 289
Others 21 21 21 21
596 596 596 596

a. Key assumptions used in value in use calculations

The recoverable amounts of the CGUs have been determined based on a
value in use calculations using cash flow projections based on financial
budgets approved by management covering a three-year period.

The following describes each key assumption on which management has
based its cash flow projections to undertake impairment testing of goodwill.

(i) Budgeted gross margins

The basis used to determine the value assigned to the budgeted gross
margin is the average gross margin achieved in the year immediately
before the budgeted year increased for expected efficiency
improvements.
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5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.14 Goodwill on consolidation (cont’d.)
Impairment testing of goodwill (cont'd.)
Allocation of goodwill (cont’d.)
a. Key assumptions used in value-in-use calculations (cont'd.)
(ii) Discount rate
The discount rate of 10.0% (2012: 9.0%; 2011: 9.0%; 2010: 9.0%)
per annum used are pre-tax and reflect specific risks relating to the
retail industry.
(iii) Growth rate
The growth rate of 5.0% (2012: 3.5%; 2011: 2.0%; 2010: 2.0%) per
annum used is based on management's research on the retail
industry and does not exceed the long term average growth rate of
the industry.
b. Sensitivity to changes in assumptions
With regard to the assessment of value in use of the CGUs, management
believes that no reasonably possible change in any of the above key

assumptions would cause the carrying value of the units to materially
differ from their recoverable amounts.

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont’d.)
5.2  T7-Eleven Malaysia Group (cont'd.)

5.2.15 Inventories

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
At cost:
General merchandise
held for resale 92,682 117,552 121,456 129,635
Consumables 2,508 1,943 3,467 3,390
95,190 119,495 124,923 133,025
Cost of inventories
recognised as an
expense during the
financial years 971,225 1,078,168 1,153,881 1,205,364

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)

5.2.16 Sundry receivables

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Current
Other receivables 27,843 28,000 39,802 39,450
Deposits 18,364 20,678 21,465 24,240
Prepayments 18,029 5,774 5,880 5,677
Due from immediate
holding company 175,134 161,603 262,707 176,735
Due from a fellow subsidiary - - - 5,344
Due from other
related parties 654 692 701 983
240,024 216,747 330,555 252,429
Less:
Allowance for
impairment on
other receivables (407) (1,114) (175) (1,491)
Total sundry receivables 239,617 215,633 330,380 250,938
Total sundry receivables 239,617 215,633 330,380 250,938
Add: Cash and bank
(Note 5.2.17) 36,930 47,971 32,243 47,840
Less: Prepayments (18,029) (5,774) (5,880) (5,677)
Total loans and
receivables 258,518 257,830 356,743 293,101

a. Receivables

Receivables, other than amounts due from immediate holding company, a
fellow subsidiary and other relates parties are unsecured, non-interest
bearing and repayable upon demand. They are recognised at their original
amounts which represent their fair values on initial recognition.
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Audited historical financial information (cont’d.)
7-Eleven Malaysia Group (cont'd.)
5.2.16 Sundry receivables (cont’d.)

a. Receivables (cont’'d.)

Receivables that are impaired

The receivables of 7-Eleven Malaysia Group that are impaired at the
reporting dates and the movement of the allowance accounts used to record

the impairment are as follows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Individually impaired
Other receivables - nominal
amounts 407 1,114 175 1,491
Less:
Allowance for impairment 407) (1,114) (175) (1,491)
Movement in allowance
accounts:
At beginning of year 407 1,114 175
Charge for the year
(Note 5.2.6) 407 1,077 77 1,316
Written off - (370) (1,016) -
At end of year 407 1,114 175 1,491

Other receivables that are individually determined to be impaired at the
reporting dates relate to debtors that are in significant financial difficulties

and have defaulted on payments.

. Due from immediate holding company

As at 31 December 2013, the amount due from immediate holding company
is unsecured, repayable on demand and bears interest at 5.8% (2012: 5.8%;

2011:5.8%; 2010: 5.8%) per annum.
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5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.16 Sundry receivables (cont’d.)
c. Due from a fellow subsidiary
As at 31 December 2013, the amount due from 7-Eleven Malaysia Holdings
is unsecured, repayable upon demand and bears interest at 5.8% (2012: Not
applicable; 2011: Not applicable; 2010: Not applicable) per annum.
7-Eleven Malaysia Holdings is a fellow subsidiary in which the immediate
holding company, BRetail, is also the immediate holding company of 7-Eleven
Malaysia Holdings.

d. Due from other related parties

Amounts due from other related companies are unsecured, non-interest
bearing and are repayable upon demand.

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Nural Enterprise
Sdn. Bhd. ("NESB")
Refundable deposits 337 372 406 429
Berjaya Times Sqaure
Sd. Bhd. ("BTSB™
Refundable deposits 317 320 295 304
Berjaya Channel
Sdn. Bhd. ("BCSB™)
Advertising income -
Revenue sharing - - - 250

NESB and BCSB are subsidiaries of Berjaya Corporation Berhad ("BCorp™).
BTSB is a subsidiary of Berjaya Assets Berhad ("BAssets").

Tan Sri Dato’ Seri Vincent Tan Chee Yioun (“TSVT"), Chan Kien Sing and
Dato’ Azlan Meah Bin Hj. Ahmed Meah are directors of BCorp.

TSVT is a director of BTSB.
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5.0
5.2

5.2.16

Audited historical financial information (cont’d.)

7-Eleven Malaysia Group (cont’d.)

Sundry receivables (cont’d.)

d. Due from other related parties (cont'd.)

5.2.17

Chan Kien Sing is a director of BAssets.

TSVT is also a substantial shareholder of BCorp and BAssets.

TSVT resigned as a director of 7-Eleven Malaysia on 1 July 2013 but
remained as a substantial shareholder of the ultimate holding company of 7-
Eleven Malaysia.

Further details on related party transactions are disciosed in Note 5.2.27.

Cash and bank balances

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Cash on hand
and at banks 36,603 47,641 31,912 47,505
Short term deposits
with a licensed bank 327 330 331 335
36,930 47,971 32,243 47,840

Included in cash on hand and at banks of 7-Eleven Malaysia Group as at 31
December 2013 are overnight placements with licensed banks amounted to
RM19,659,551 (2012: RM3,088,192; 2011: RM22,942,923; 2010:
RM14,820,330). As at 31 December 2013, overnight placements earned
interest ranging from 2.0% to 2.5% (2012: 1.5% to 2.5%; 2011: 2.0% to 2.5%;
2010: 1.8% to 2.3%) per annum.,

As at the 31 December 2013, the interest rate of short term deposits for 7-

Eleven Malaysia Group was 3.0% (2012: 3.0%; 2011: 3.0%; 2010: 2.8%) per
annum.
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5.0 Audited historical financial information (cont’d.)
5.2 7-Eleven Malaysia Group (cont’d.)
5.2.17 Cash and bank balances (cont’d.)

The remaining days to maturity of deposits as at the end of the financial
years were as follows:

2010 2011 2012 2013
Days Days Days Days
Deposits with a licensed bank 6-22 6-22 6-22 . 6-22

5.2.18 Share capital
Number of ordinary shares of RM1.00 each

2010 2011 2012 2013
'000 '000 ‘000 '000
Authorised
At beginning/
end of year 50,000 50,000 50,000 50,000
Amount
2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Issued and fully péid up
At beginning/
end of year 35,000 35,000 35,000 35,000
74
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)

5.2.19 Fair value adjustment reserves

Fair value adjustment reserve represents the cumulative fair value changes
of available-for-sale financial assets until they are disposed or impaired.

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000

At beginning of year - - 476) -
Available-for-sale
quoted equity
investments:
- Loss on fair value
changes - (1,574) (1,198) -
- Impairment [oss on
investments
reclassfied to
profit or loss
(Note 5.2(b)) - 1,098 - -
- Transfer to profit
or loss upon
disposal
(Note 5.2(b)) - 1,674 -
At end of year - (476) - -

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.20 Provisions

At beginning of year
Provisions during
the year
Utilised during the year
Unused amounts
reversed (Note 5.2.11)
Change in estimate of
restoration costs
(Note 5.2.11)
At end of year

At end of year
Current

Non-current:
Later than 1 year but
not {ater than 2 years
Later than 2 years but
not later than 5 years
Later than 5 years

Provisions represent the estimated costs of dismantlement, removal or

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM’'000
8,127 8,344 8,907 9,289
615 645 420 327
@25 (82) 38 (46)
(373) -

' N - (4,323)
8,344 8,907 9,289 5,247
252 454 784 311
270 158 200 144
675 1,092 1,330 889
7,147 7,203 6,975 3,903
8,092 8,453 8,505 4,936
8,344 8,907 9,289 5,247

restoration of property, plant and equipment arising from the use of such
assets, which are capitalised and included in the cost of property, plant and

equipment.
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5.0 Audited historical financial information (cont’d.)
5.2  T7-Eleven Malaysia Group (cont’d.)

5.2.21 Borrowings

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Short term borrowings
Secured:
Term foans 3,117 3,143 2,708 2,180
8ankers' acceptance 63,897 - - - -
Revolving credit 55,000 - - -
Hire purchase and
finance fease
liabilities
(Note 5.2.22) 7,703 7,089 6,887 5,912
129,717 10,232 9,595 8,092
Unsecured:
8ankers' acceptance - 63,266 89,500 111,500
129,717 73,498 99,095 119,592
Long term borrowings
Secured:
Term loans 8,849 5,707 2,999 819
Hire purchase and
finance lease
liabilities
(Note 5.2.22) 10,380 10,660 7,194 5,186
19,229 16,367 10,193 6,005
Total borrowings
Term loans 11,966 8,850 5,707 2,999
8ankers' acceptance 63,897 63,266 89,500 111,500
Revolving credit 55,000 - - -
Hire purchase and
finance lease
liabilities
(Note 5.2.22) 18,083 17,749 14,081 11,098
148,946 89,865 109,288 125,597
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.21 Borrowings (cont'd.)

The remaining maturities of the borrowings as at the relevant financiai years,
other than hire purchase and finance lease liabilities as disclosed in Note
5.2.22, are as follows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
At end of year
Current 122,014 66,409 92,208 113,680
Non-current
Later than 1 year but
not later than 2 years 3,143 2,708 2,180 819
Later than 2 years but
not later than 5 years 5,706 2,999 819 -
8,849 5,707 2,999 819
130,863 72,116 95,207 114,499

The borrowings are secured by the following:

(0

(D

i,

First legai charge over the land and buildings of 7-Eleven Malaysia Group
with total carrying amounts of RM13,933,439 as at 31 December 2013

(2012: RM14,017,632; 2011: RM14,090,830; 2010: RM14,210,547),

as disclosed in Note 5.2.11(e).

First legal charge over 7-Eieven Malaysia Group's computer equipment
and motor vehicles of RM26,323,210 as at 31 December 2013 (2012:
RM26,555,296; 2011: RM34,997,401; 2010: RM32,463,322) acquired
by means of hire purchase and finance lease liabilities, as disclosed in
Note 5.2.11(d).

First legal charge over the freehold land of a subsidiary company with a
total carrying amount of RM10,757,500 as at 31 December 2013
(2012: RM10,757,500; 2011: RM10,757,500; 2010: RM10,757,500)
as disclosed in Note 5.2.11(e) and a corporate guarantee amounting to
RM2,823,000 as at 31 December 2013 (2012: RM4,827,000; 2011:
RM6,831,000; 2010: RM8,000,000) to a financial institution in respect
of a term loan granted to the subsidiary.
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5.0  Audited historical financial information (cont'd.)
5.2 7-Eleven Malaysia Group (cont'd.)
5.2.21 Borrowings (cont’d.)

(iv) Quoted shares held by the intermediate holding company and a former
director, TSVT. The market value of the quoted shares as at 31
December 2010 amounted to RM258,512,439. The securities were
discharged on 12 May 2011.

As at 31 December 2013, bankers' acceptance amounting to RM20,000,000
(2012: Not applicable; 2011: Not applicable; 2010: Not applicable) and
RM31,500,000 (2012: Not applicable; 2011: Not applicable; 2010: Not
applicable) are guaranteed by BRetail and 7-Eleven Malaysia Holdings
respectively.

Other information on financial risks of borrowings are disclosed in Notes
5.2.31(b) and (c).

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)

5.2.22 Hire purchase and finance lease liabilities

2010 2011 2012 2013
RM'000 RM'000 RM'C00 RM'000
Future minimum lease
payments:
Not fater than 1 year 8,885 8,221 7,680 6,558
Later than 1 year and
not later than 2 years 5,625 6,133 4,870 4,139
Later than 2 years and
not later than 5 years 5,928 5,636 2,847 1,324
20,438 19,990 15,397 12,021
Less:
Future finance charges (2,355) (2,241) (1,316) (923)
18,083 17,749 14,081 11,098
Analysis of present value
of finance lease payables:
Current 7,703 7,089 6,887 5,912
Non-current:
Later than 1 year and
not fater than 2 years 4,952 5,525 4,464 3,904
Later than 2 years and
not later than 5 years 5,428 5,135 2,730 1,282
10,380 10,660 7,194 5,186
18,083 17,749 14,081 11,098

Other information on financial risks of hire purchase and finance lease
liabilities are disclosed in Notes 5.2.31(b) and (¢).

80
370

A member firm of Ernst & Young Global Limited



| Company No.: 1058531-W |

1. ACCOUNTANTS’ REPORT (Cont'd)

g

EY

Building a better
working world

5.0  Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)

5.2.23 Deferred tax liability

2010 2011 2012 2013

RM'000 RM'000 RM'000 RM'000

At beginning of year 6,806 8,516 9,118 6,954
Recognised in profit or

loss (Note 5.2.9) 1,710 602 (2,164) 1,469

At end of year 8,516 9,118 6,954 8,423

Presented after appropriate

offsetting as follows:

Deferred tax assets (3,620) (4,388) (3,200) (3,025)

Deferred tax liability 12,136 13,506 10,154 11,448

8,516 9,118 6,954 8,423

The components and movements of deferred tax assets and liability during the financial
years prior to offsetting are as follows:

Receivables Provisions Total
Deferred tax assets RM'000 RM'000 RM'000
At 1 January 2010 - (1,870) (1,870)
Recognised in profit or loss (17) (1,733) (1,750)
At 31 December 2010 an (3,603) (3,620)
At 1 January 2011 an (3,603) (3,620)
Recognised in profit or [0ss (234) (534) (768)
At 31 December 2011 (251) (4,137) (4,388)
At 1 January 2012 (251) 4,137) (4,388)
Recognised in profit or loss 256 932 1,188
At 31 December 2012 5 (3,205) (3,200)
At 1 January 2013 5 (3,205) (3,200)
Recognised in profit or 10ss - 175 175
At 31 December 2013 5 (3,030) (3,025)

81
371

A member firm of Ernst & Young Global Limited



| Company No.: 1058531-W |

1. ACCOUNTANTS’ REPORT (Cont'd)

EY

Building a better
working world

5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont'd.)

5.2.23 Deferred tax liability (cont'd.)

Property, plant
and equipment

Deferred tax liability RM'000
At 1 January 2010 8,676
Recognised in profit or loss 3,460
At 31 December 2010 12,136
At 1 January 2011 12,136
Recognised in profit or loss 1,370
At 31 December 2011 13,506
At 1 January 2012 13,506
Recognised in profit or loss (3,352)
At 31 December 2012 10,154
At 1 January 2013 10,154
Recognised in profit or loss 1,294
At 31 December 2013 11,448

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont’'d.)
5.2 7-Eleven Malaysia Group (cont'd.)

5.2.24 Trade payables

2010 2011 2012 2013
RM'000 RM'000 RM*'000 RM'000
Current
Third parties
Merchandise suppliers 198,309 230,219 245,453 243,529
Phone reload coupon
suppliers 33,221 50,369 47,941 52,771
Related parties
Phone reload coupon
suppliers 8,875 7,632 21,753 25,649
Total trade payables 240,405 288,220 315,147 321,949
Total trade payables 240,405 288,220 315,147 321,949
Add: Other payables
(Note 5.2.25) 57,600 67,836 71,380 93,623
Add: Borrowings
(Note 5.2.21) 148,946 89,865 109,288 125,597
Total financial
liabilities, carried at
amortised cost 446,951 445,921 495,815 541,169

a. Third parties

The normal trade credit terms granted to 7-Eleven Malaysia Group are as

follows:
2010 2011 2012 2013
Days Days Days Days
Current
Merchandise suppliers 30-60 30-60 30-60 30-60
Phone reload coupon
suppliers 7-60 7-60 7-60 7-60
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5.0 Audited historical financial information (cont’'d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.24 Trade payables (cont'd.)
a. Third parties (cont'd.)
As at 31 December 2013, the normal trade credit terms granted to 7-
Eleven Malaysia Group by merchandise suppliers ranged from 30 to 60

days (2012: 30 to 60 days; 2011: 30 to 60 days; 2010: 30 to 60 days).

However, suppliers will generally extend their credit terms to 90 days
upon request by 7-Eleven Malaysia Group.

b. Related parties

The related parties refer to MOL AccessPortal Sdn. Bhd. ("MOL") and U

Mobile Sdn. Bhd. ("U Mobile™), companies in which TSVT is deemed to
have an interest.

As at 31 December 2013, the trade credit terms granted by MOL and U
Mobile to 7-Eleven Malaysia Group are 7 and 60 days (2012: 7 and 60
days; 2011: 7 and 60 days; 2010: 7 and 60 days) respectively.

5.2.25 Other payables

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000

Current
Sundry payables 19,312 27,903 27,308 24,931
Accruals 20,247 16,950 21,652 47,226
Royalties payable 1,144 1,310 1,212 1,313
Refundable deposits 16,897 21,673 21,208 20,153
57,600 67,836 71,380 93,623

(a) Payables

Payables are unsecured, non-interest bearing and are normally settled
on 30 to 60 days (2012: 30 to 60 days; 2011: 30 to 60 days; 2010: 30
to 60 days) terms. They are recognised at their original invoice amounts
which represent their fair values on initial recognition.
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5.0  Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.25 Other payables (cont'd.)
(a) Payables (cont'd.)

Included in sundry payables are balances in respect of transactions with
a company in which TSVT is deemed interested:

Type of 2010 2011 2012 2013
transaction RM'000 RM'000 RM'000 RM'000

Securexpress Transportation
Services Sdn. Bhd. costs 1,064 1,065 886 706

(b) Refundable deposits

Refundable deposits comprise security deposits, change fund deposits
and rental deposits. These deposits are refundable upon the termination
by notice as per the franchise or tenancy agreements or the expiration
of the respective agreement.

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont’d.)
5.2 7-Eleven Malaysia Group (cont'd.)
5.2.27 Significant related party transactions (cont’d.)
a.  Significant related party transactions (cont’'d.)

The directors are of the opinion that all the transactions above have
been entered into in the normal course of business and have been
established on negotiated terms and conditions.
Information regarding outstanding balances arising from related party
transactions as at 31 December 2010, 31 December 2011, 31
December 2012 and 31 December 2013 are disclosed in Notes 5.2.16,
5.2.24 and 5.2.25.

b. Compensation of key management personnel

The remuneration of directors and members of key management during
the financial years was as foliows:

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Short-term employee
benefits 2,348 3,050 2,829 3,481
Post-employment
benefits:
Defined contribution
plan 400 350 308 413
2,748 3,400 3,137 3,894

Included in the total remuneration of key management personnel are:

Directors' remuneration
(Note 5.2.7(b}) 1,921 2,194 1,907 1,711
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.28 Commitments

a. Capital commitments

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
Approved and contracted
for:
- property, plant and
equipment 5,257 3,048 3,397 3,864
Approved but not
contracted for:
- property, plant and
equipment 41,983 35,430 51,212 184,790
47,240 38,478 54,609 188,654

b. Operating lease commitments - as [essee

7-Eleven Malaysia Group has entered into commercial leases on
properties. These non-cancellable leases have an average lease term of
3 years. All leases include a clause to enable upward revision of the
rental charge, upon expiration of the lease term, based on prevailing
market conditions. 7-Eleven Malaysia Group is restricted from subleasing
the excess space to third parties.

The future minimum rentals payable under non-cancellable operating
leases at the reporting dates are as follows:

2010 2011 2012 2013

RM'000 RM'000 RM'000 RM'000

Not later than 1 year 2,952 3,516 4,020 2,779
Later than 1 year but

not later than 5 years 1,578 2,965 3,236 1,174

4,530 6,481 7,256 3,953
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.28 Commitments (cont’d.)
c. Operating lease commitments - as lessor
7-Eleven Malaysia Group has entered into commercial property leases on
its properties. These non-cancellable leases have an average lease term
of 3 years. All leases include a clause to enable upward revision of the

rental charge, upon expiration of the lease term, based on prevailing
market conditions.

The future minimum rentals receivable under non-cancellable operating
leases at the reporting dates are as follows:

2010 2011 2012 2013

RM'000 RM'000 RM'000 RM'000

Not later than 1 year 201 256 75 190
Later than 1 year but

not later than 5 years 122 124 20 68

323 380 95 258

5.2.29 Contingent liabilities
a. Wrongful termination of tenancy agreement

On 6 March 2012, 7-Eleven Malaysia brought an action against a
landlord for wrongful termination of the tenancy agreement entered into
by the relevant parties.

The landlord has counterclaimed against 7-Eleven Malaysia for mesne
profits, double rental, damages and interests thereon arising from 7-
Eleven Malaysia's refusal to vacate.

The counterclaim for mesne profits is at the rate of RM14,330 per day
from 6 March 2012 until the date of the delivery of vacant possessions.

7-Eleven Malaysia has obtained an interim injunction against the landlord
until the final disposal of this matter. As at the date of this report, the
dates for the full trial of this legal suit at the High Court have been set on
15 and 16 October 2014.
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5.0  Audited historical financial information (cont'd.)
5.2  T7-Eleven Malaysia Group (cont’d.)

5.2.29 Contingent liabilities (cont'd.)
a. Wrongful termination of tenancy agreement (cont'd.)

The directors are of the view that 7-Eleven Malaysia has a good defense
against the claims made by the landlord. Therefore, no liability has been
provided for mesne profits, damages and interests thereon in the
consolidated financial statements.

As at 31 December 2013, 7-Eleven Malaysia Group has provided fo‘r
liability in respect of the double rental amounting to RM5,730,208
(2012: RM2,604,641; 2011: Not appticable; 2010: Not applicable).

b. 7-Eleven Malaysia Group has a bank guarantee of RM7,307,985 as at 31
December 2013 (2012: RM5,972,785; 2011: RM5,895,561; 2010:
RM5,998,161) as security deposits in favour of various government,
statutory bodies, and private companies.

The bank guarantee is secured by a first legal charge over the land and
buildings of 7-Eleven Malaysia Group with total carrying amount of
RM13,933,439 as at 31 December 2013 (2012: RM14,017,632; 2011:
RM14,090,830; 2010: RM14,210,547), as disclosed in Note 5.2.11(e).
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5.0  Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.30 Fair value of financial instruments (cont'd.)

b.

Determination of fair vaiue

Financial instruments that are not carried at fair value and whose

carryving amounts are reasonable approximation of fair value

The following are classes of financial instruments that are not carried at
fair value and whose carrying amounts are reasonable approximation of
fair value:

Note
Sundry receivables (current) 5.2.16
Trade and other payables (current) 5.2.24,5.2.25
Borrowings (current and non-current) 52.21

The carrying amounts of these financial assets and liabilities are
reasonable approximation of fair values, either due to their short-term
nature or that they are floating rate instruments that are re-priced to
market interest rates on or near the reporting date.

The carrying amounts of the current portion of borrowings are
reasonable approximations of fair values due to the insignificant impact
of discounting.

The fair values of current and non-current borrowings are estimated by
discounting expected future cash flows at market incremental lending
rate for similar types of lending, borrowings or leasing arrangements at
the reporting date.
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5.0 Audited historical financial information (cont’d.)
5.2 7-Eleven Malaysia Group (cont'd.)
5.2.31 Financial risk management objectives and policies

7-Eleven Malaysia Group is exposed to financial risks arising from their
operations and the use of financial instruments. The key financial risks
include credit risk, interest rate risk, liquidity risk and foreign currency risk.

The Board of Directors reviews and agrees the policies and procedures for
the management of these risks, which are executed by the senior
management of 7-Eleven Malaysia Group.

It is, and has been throughout the financial years under review, 7-Eleven
Malaysia Group's policy that no derivatives shall be undertaken except for
the use as hedging instruments where appropriate and cost-efficient. 7-
Eleven Malaysia Group does not apply hedge accounting.

The following sections provide details regarding 7-Eleven Malaysia Group's
exposure to the above-mentioned financial risks and the objectives, policies
and processes for the management of these risks.

a. Credit risk

Credit risk is the risk of loss that may arise on outstanding financial
instruments should a counterparty default on its obligations. 7-Eleven
Malaysia Group's exposure to credit risk arises primarily from sundry
receivables. For other financial assets (including cash and bank
balances), 7-Eleven Malaysia Group minimise credit risk by dealing
exclusively with high credit rating counterparties.

7-Eleven Malaysia Group's objective is to seek continual growth while
minimising losses incurred due to increased credit risk exposure.
Receivable balances are monitored on an ongoing basis with the result
that 7-Eleven Malaysia Group's exposure to bad debts is not significant.

Exposure to credit risk

As at the reporting date, 7-Eleven Malaysia Group's maximum exposure
to credit risk is represented by:

- The carrying amount of each class of financial assets recognised
in the consolidated statements of financial position.

- As at 31 December 2013, approximately 70% (2012: 80%; 2011:
75%; 2010: 73%) of 7-Eleven Malaysia Group's sundry receivables
was due from the immediate holding company.
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.31 Financial risk management objectives and policies (cont’d.)
a. Credit risk (cont'd.)

Amount due from the immediate holding company

There is minimal risk of default as the management is of the opinion that
7-Eleven Malaysia can generate sufficient profits to distribute dividends
to its immediate holding company progressively. The distribution of
dividends by 7-Eleven Malaysia would settle the amount due from the
immediate holding company.

b. Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of 7-
Eleven Malaysia Group's financial instruments will fluctuate because of
changes in market interest rates.

The interest bearing assets are made up of deposits with a licensed bank
and advances to the immediate holding, subsidiary and fellow subsidiary
companies. 7-Eleven Malaysia Group manages the interest rate risk of its
deposits with a licensed bank by placing them at the most competitive
interest rates obtainable, which yield better returns than cash at bank.
Interest are charged on advances to the immediate holding, subsidiary
and fellow subsidiary companies at rates comparable to market
borrowing rates.

Borrowings at floating rates expose 7-Eleven Malaysia Group to cash
flow interest rate risk. Borrowings obtained at fixed rates expose 7-
Eleven Malaysia Group to fair value interest rate risk. 7-Eleven Malaysia
Group manages its interest rate exposure by maintaining a mix of fixed
and floating rate borrowings.

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont’'d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.31 Financial risk management objectives and policies (cont'd.)
b. Interest rate risk (cont'd.)

Sensitivity analysis for interest rate risk

As at 31 December 2013, if interest rates had been 50 basis points
lower/higher, with all other variables held constant, 7-Eleven Malaysia
Group's profit net of tax would have been RM213,000 (2012:
RM577,000; 2011: RM270,000; 2010: RM99,000) higher/lower, arising
mainly as a result of higher/lower interest income on deposits with a
licensed bank and advances to the immediate holding company and a
fellow subsidiary, and lower/higher interest expense on floating rate
loans and borrowings.

The assumed movement in basis points for interest rate sensitivity
analysis is based on the currently observable market environment.

¢. Liquidity risk

Liguidity risk is the risk that 7-Eleven Malaysia Group will encounter
difficulty in meeting financia! obligations due to shortage of funds. 7-
Eleven Malaysia Group's exposure to liguidity risk arises primarity from
mismatches of the maturities of financial assets and liabilities. 7-Eleven
Malaysia Group's objective is to maintain a balance between continuity of
funding and flexibility through the use of stand-by credit facilities.

7-Eleven Malaysia Group actively manages its operating cash flows and
the availability of funding so as to ensure that all funding needs are met.
As part of its overall prudent liquidity management, 7-Eleven Malaysia
Group maintains the availability of funding through adequate amount of
committed credit facilities.

Analysis of financial instruments by remaining contractual maturities
The table below summarises the maturity profile of 7-Eleven Malaysia

Group's liabilities at the reporting date based on contractual
undiscounted repayment obligations.
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.31 Financial risk management objectives and policies (cont'd.)
c. Liquidity risk (cont'd.)

Analysis of financial instruments by remaining contractual maturities
(cont'd.)

On demand or

within 1 year 1 to 5years Total
RM'0C0 RM'0CO0 RM'0Q00
At 31 December 2010
Financial liabilities:
Trade and other payables 298,005 - 298,005
Borrowings 137,618 22,337 159,955
Total undiscounted financial fiabilities 435,623 22,337 457,960
At 31 December 2011
Financial liabilities:
Trade and other payables 356,056 - 356,056
Borrowings 74,633 19,693 94,326
Total undiscounted financial liabilities 430,689 19,693 450,382
At 31 December 2012
Financial liabilities:
Trade and other payables 386,527 - 386,527
Borrowings 104,432 11,845 116,277
Total undiscounted financial liabilities 490,959 11,845 502,804
At 31 December 2013
Financial liabilities:
Trade and other payables 415,572 - 415,572
Borrowings 125,798 7,255 133,053
Total undiscounted financial liabilities 541,370 7,255 548,625
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5.0 Audited historical financial information (cont'd.)

5.2 7-Eleven Malaysia Group (cont'd.)

5.2.31 Financial risk management objectives and policies (cont'd.)

d.

Foreign currency risk

7-Eleven Malaysia Group is exposed to foreign currency risk as a result
of its normal operating activities, where the currency denomination
differs from the local currency, Ringgit Malaysia. The currency giving
rise to this risk is primarily United States Dollar (*USD"). Foreign
exchange exposures are kept to an acceptable level.

The net unhedged financial liabilities of 7-Eleven Malaysia Group that are
not denominated in their functional currency are as follows:

Payables RM'000

At 31 December 2010
USD 1,348

At 31 December 2011
usb 1,363

At 31 December 2012
usb 1,654

At 31 December 2013
usbh 1,359

Sensitivity analysis for foreign currency risk

At the reporting date, the impact to 7-Eleven Malaysia Group's profit net
of tax would be minimal, if USD exchange rate had
strengthened/weakened by 10%, with all other variables held constant.

5.2.32 Capital management

The primary objective of 7-Eleven Malaysia Group's capital management is to
ensure that it maintains a strong credit rating and healthy capital ratios in
order to support its business and maximise shareholder value.
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5.0 Audited historical financial information (cont’'d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.32 Capital management (cont’d.)

7-Eleven Malaysia Group manages its capital structure and makes
adjustments to it, in light of changes in economic conditions. To maintain or
adjust the capital structure, 7-Eleven Malaysia Group may adjust the dividend
payment to shareholder, return capital to shareholder or issue new shares.
No changes were made in the objectives, policies or processes during FYE 31
December 2010, 31 December 2011, 31 December 2012 and 31 December
2013.

7-Eleven Malaysia Group monitors capital using a gearing ratio, which is net
debts divided by total capital plus net debts. 7-Eleven Malaysia Group's policy
is to keep the gearing ratio of less than 1.0 time. 7-Eleven Malaysia Group
includes within net debt, loans and borrowings, trade and other payables,
less cash and bank balances. Capital includes equity attributable to the
shareholder of 7-Eleven Malaysia.

2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000
8orrowings (Note 5.2.21) 148,946 89,865 109,288 125,597
Trade and other payables
(Notes 5.2.24 & 5.2.25) 298,005 356,056 386,527 415,572
Less: Cash and bank
balances (Note 5.2.17) (36,930) 47,970 (32,243) (47,840)
Net debts 410,021 397,950 463,572 493,329
Equity attributable to the
shareholder of 7-Eleven
Malaysia, representing
total capital 81,017 98,686 139,644 73,922
Capital and net debts 491,038 496,636 603,216 567,251
Gearing ratio 0.84 0.80 0.77 0.87
112
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5.0 Audited historical financial information (cont'd.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.33 Segment information

7-Eleven Malaysia Group has presented one reportable segment which is
Convenience Stores. The Convenience Stores segment is the operating and
franchising of convenience stores under the "7-Eleven" brand name. It
commonly offers a range of grocery and food items including hot food and
beverages. In addition, this segment also offers services such as pre-paid
mobile phone reloads, fax and photocopying services, and offer access to
ATM at selected stores.

There are no other operating segments which meet the threshold to be
separately disclosed.

All inter-segment transactions were carried out in the normal course of
business and established under negotiated terms.

[The rest of this page is intentionally left blank]
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5.0 Audited historical financial information (cont'd.)

5.2  7-Eleven Malaysia Group (cont'd.)

5.2.33 Segment information (cont’d.)

Revenue

FYE 31 December 2010
Convenience stores
Others

inter-segment efimination

FYE 31 December 2011
Convenience stores
Others

Inter-segment elimination

FYE 31 December 2012
Convenience stores
Others

Inter-segment elimination

FYE 31 December 2013
Convenience stores
Others

Inter-segment elimination

A member firm of Ernst & Young Global Limited
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Inter-
External segment Total
RM'000 RM'000 RM'000
1,313,529 1,313,529
176 646 822
- (646) (646)
1,313,705 - 1,313,705
1,462,160 - 1,462,160
236 655 891
- (655) (655)
1,462,396 - 1,462,396
1,578,886 1,578,886
237 655 892
- (655) (655)
1,579,123 - 1,579,123
1,672,216 - 1,672,216
249 704 953
- (704) (704)
1,672,465 - 1,672,465
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5.0  Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.33 Segment information (cont’d.)

Results 2010 2011 2012 2013
RM'O00 RM'000 RM'000 RM'O00

Profit from operations:

Convenience stores 36,032 37,240 50,874 66,512
Others (434) (83) (55) (36)
: 35,598 37,157 50,819 66,476
Interest income 12,342 12,310 15,308 15,111
Finance costs (7,510) (8,993) (9,554) (8,646)
Profit before tax 40,430 40,474 56,573 72,941
Income tax expense (13,142) (10,329) (16,091) (21,163)
Net profit for the year 27,288 30,145 40,482 51,778
Assets 2010 2011 2012 2013
RM'000 RM'000 RM'000 RM'000

Convenience stores 522,424 539,853 629,705 603,085
Others 23,613 25,032 25,475 25,695

546,037 564,885 655,180 628,780

Liabilities

Convenience stores 456,767 459,068 510,420 551,687
Others 8,253 7,131 5116 3,171
465,020 466,199 515,536 554,858

Other

Depreciation Impairment non-cash

Capital and loss/ (income)/

expenditure amortisation  written-off expenses

Other Information RM'O00 RM'000 RM'000 RM'0O00

FYE 31 December 2010

Convenience stores 38,720 32,334 1,610 -
Others 171 110 225 -
38,891 32,444 1,835 -
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5.0 Audited historical financial information (cont'd.)
5.2  T7-Eleven Malaysia Group (cont'd.)

5.2.33 Segment information (cont’d.)

Other
Depreciation  Impairment non-cash
Capital and loss/ (income)/
expenditure amortisation written-off expenses
Other Information (cont'd.) RM'000 RM'000 RM'000 RM'000
FYE 31 December 2011
Convenience stores 35,949 32,032 2,735 1,098
Others 352 107 62 -
36,301 32,139 2,797 1,098
FYE 31 December 2012
Convenience stores 23,928 33,683 1,891
Others 576 112 77
24,504 33,795 1,968
FYE 31 December 2013
Convenience stores 63,597 31,753 2,881 (1,822)
Others 195 94 - -
63,792 31,847 2,881 (1,822)

Geographical information

All revenues and non-current assets are earned and held in Malaysia.
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5.0 Audited historical financial information (cont’d.)
5.2  7-Eleven Malaysia Group (cont’d.)
5.2.34 Significant restatements
Amounts are reclassified/restated according to the nature of transactions.
Other than those matters referred below, there were no material changes
compared to the previously issued audited consolidated financial statements

for the financial years ended 31 December 2010 to 31 December 2013.

(i) Consolidated income statements

As restated
in consolidated

As previously income
stated  Adjustments statements
RM'000 RM’0C0 RM'000
FYE 31 December 2010
Cost of sales (972,641) 1,416 (971,225)
Other operating income 101,514 (1,416) 100,098
FYE 31 December 2011
Cost of sales (1,080,484) 2,316 (1,078,168)
Other operating income 97,834 (2,316) 95,518

Cost of sales and other operating income for the financial years ended 31
December 2010 and 31 December 2011 have been recfassified to ensure
consistency with the presentation of the cost of sales and other operating
income for the financial years ended 31 December 2012 and 31 December
2013.

(ii) Cash and bank balances - Disclosure for overnight placements

RM'000 RM'000 RM'000
As at 31 December 2011
Overnight placements 25,391,782 (2,448,859) 22,942,923
As at 31 December 2012
Overnight placements 16,216,796  (13,128,604) 3,088,192

Overnight placements with licensed banks as at 31 December 2011 and 31
December 2012 have been restated to reflect the balances in the overnight
placement accounts.
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5.0  Audited historical financial information (cont'd.)
5.2  T7-Eleven Malaysia Group (cont’d.)
5.2.34 Significant restatements (cont'd.)

(iiiy Borrowings

As previously As restated
stated Adjustments in Note 5.2.21
RM'000 RM'000 RM'000
As at 31 December 2011
Secured:
Bankers' acceptance 63,266 (63,266) -
Unsecured:
Bankers' acceptance - 63,266 63,266
As at 31 December 2012
Secured:
Bankers' acceptance 29,500 (29,500)
Unsecured:
Bankers' acceptance 60,000 29,500 89,500

As at 31 December 2011 and 31 December 2012, bankers’ acceptance
which were previously stated as secured have now been restated as
unsecured as disciosed in Note 5.2.21.
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5.0  Audited historical financial information (cont'd.)
5.2  T7-Eleven Malaysia Group (cont'd.)
5.2.34 Significant restatements (cont’d.)

(iv) Sundry payables - Disclosure for related party balance

As previously As restated
stated Adjustments in Note 5.2.25
RM'000 RM'000 RM'000
As at 31 December 2010
Sun Media Corporation
Sdn. Bhd.
Advertising fees payable 3,166 (3,166) -
As at 31 December 2011
Sun Media Corporation
Sdn. Bhd.
Advertising fees payable 3,967 (3,967
As at 31 December 2012
Sun Media Corporation
Sdn. Bhd.
Advertising fees payable 4,590 (4,590)

The disclosures for related party balances in respect of the amounts due
to Sun Media Corporation Sdn. Bhd. (*Sun Media”) as at 31 December
2010, 31 December 2011 and 31 December 2012 had been restated to
RMNil as these bafances had been offset with amounts due from Sun
Media in respective years.
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5.0  Audited historical financial information (cont’'d.)
5.2  7-Eleven Malaysia Group (cont'd.)
5.2.34 Significant restatements (cont'd.)

(v) Significant related party transactions

As previously As restated
stated Adjustments in Note 5.2.27
RM'000 RM'000 RM'000
FYE 31 December 2010
U Mobile Sdn. Bhd.
Managing the distribution
of phone reload sales - 2,727 2,727
FYE 31 December 2011
U Mobile Sdn. Bhd.
Managing the distribution
of phone reload sales - 10,183 10,183
FYE 31 December 2012
U Mobile Sdn. Bhd.
Display fees from
banner and standee
placement - 6,212 6,212

Transactions with U Mobile Sdn. Bhd. for the financial years ended 31
December 2010, 31 December 2011 and 31 December 2012, which were
previously not disclosed, are now included under the note for related party
transactions in the financial statements for the relevant years.

% ‘\

Ernst & Young Teoh Soo Hock
AF: 0039 No. 2477/10/15(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia

27 APR 2014
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| Company No.: 1058531-W

APPROVALS AND CONDITIONS

12.1

Approvals and conditions

The SC has, via its letter dated 7 February 2014, approved our IPO and Listing under Section
214 of the CMSA and the equity requirement for public companies, subject to compliance with
the following conditions:

No.

Details of condition imposed

Status of
compliance

@

(i)

(iii)

(v)

V)

Joint Principal Advisers or 7-Eleven Malaysia Holdings to ensure that
effective from the date of Listing, the restrictive covenants imposed under
the guaranteed medium term notes of RM600.0 million issued by PMSB do
not apply to 7-Eleven Malaysia Holdings Group;

Joint Principal Advisers or 7-Eleven Malaysia Holdings to ensure that all
third-party charges against 7-Eleven Malaysia Holdings or 7-Eleven
Malaysia relating to loans and/or facilities of BRetail be uplifted prior to the
submission of confirmation for registration of 7-Eleven Malaysia Holdings’
Prospectus;

7-Eleven Malaysia Holdings to allocate IPO Shares representing at least
12.5% of its enlarged issued and paid-up share capital to Bumiputera
investors at the point of Listing. This includes the IPO Shares offered under
the balloted public offer portion, of which 50.0% are to be offered to
Bumiputera investors. In the event that 7-Eleven Malaysia Holdings or MITI
is unable to allocate the IPO Shares to Bumiputera investors, the
unsubscribed IPO Shares can be reallocated under the proposed clawback
and reallocation arrangement;

7-Eleven Malaysia Holdings to comply with the following conditions with
regards to its owned and tenanted properties:

(@) Properties without CF/CCC:

. 7-Eleven Malaysia Holdings to rectify such non-compliances
within 12 months from the date of the SC’s approval letter;

. 7-Eleven Malaysia Holdings or Joint Principal Advisers to make
half-yearly announcements to Bursa Securities on the remedial
actions taken to rectify such non-compliances; and

. 7-Eleven Malaysia Holdings or Joint Principal Advisers to update
the SC when such announcements are made. '

(b} Properties where Trading Licence applications have not been made:

. 7-Eleven Malaysia Holdings to submit Trading Licence
applications to the relevant authorities prior to the registration of
Prospectus; and

The Joint Principal Advisers/7-Eleven Malaysia Holdings to fully comply with

the requirements of the Equity Guidelines and Prospectus Guidelines
pertaining to the implementation of the Listing.
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APPROVALS AND CONDITIONS (Cont'd)

The SC has, via its letters dated 7 February 2014 and 28 April 2014, approved the reliefs
sought by us from having to comply with certain requirements under the Equity Guidelines
and Prospectus Guidelines. The details of the reliefs sought and the corresponding conditions
imposed by the SC are as follows:

Status of
Condition imposed (if compliance (if
Reference Details of relief sought any) applicable)

Equity Guidelines

Paragraph 5.30 of Relief from having the None Not Applicable

Part | shareholders of HQZ other
than TSVT, namely Dato’
Robin Tan Yeong Ching and
the Estate of Dato’ Wan Adli
bin Datuk Paduka Wan
Ibrahim  (deceased) to
provide their respective
undertaking that they will not
sell, transfer or assign any of
their shares in HQZ for a
period of six months from
the date of our Listing.

Paragraph 6 of Relief from having to submit None Not Applicable
Practice Note 4 the complete list of placees

and their relevant details to

the SC prior to our Listing

and to only submit as soon

as practicable after our

Listing.

Prospectus Guidelines

Paragraphs Relief from disclosing the None Not Applicable
8.02(m) and identified clauses andlor
18.01(b) of Part | salient terms of the ALA in

the Prospectus and to make

available only the redacted

copy of the ALA for public

inspection.

Paragraph 13.10 of Relief from having to include None Not Applicable
Part | the audit report in respect of

the audited financial

statements of 7-Eleven

Malaysia Holdings and the

7-Eleven Malaysia Group in

the Accountants’ Report.
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12. APPROVALS AND CONDITIONS (Cont'd)

The SC has, via its letter dated 7 February 2014, noted that the effective equity structure
relating to Bumiputera, non-Bumiputera and foreign shareholdings in our Company would
change arising from our IPO as follows:

After our IPO (assuming
full exercise of Over-

Shareholders Before our IPO allotment Option)'"
(%) (%)
Malaysian
Bumiputera
- Retail investors - 1.4@
- Institutional and selected investors - 11.5%9

Non-Bumiputera

-BRetail 100.0 51.0
-Other Investors -

} 36.1 (3)(4)
Foreigner -
Total 100.0 100.0
Noftes:

(” Assumes the 74,034,000 Shares under the Over-allotment Option are fully subscribed by non-Bumiputera

Malaysians and/or foreign institutional and selected investors.

@ Assumes all the IPO Shares allocated to Bumiputera investors under the Retail Offering and Bumiputera

institutional and selected investors approved by the MIT! under the Institutional Offening are fully
subscribed.

@ Assumes all the Eligible Persons who are allocated the Issue Shares under the Retail Offering are non-
Bumiputera and includes the Over-allotment Option (as the case may be).

i The breakdown between the other non-Bumiputera investors and other foreign investors can only be
determined after the closing of applications for the IPO Shares.

Bursa Securities has, via its letter dated 7 March 2014, approved the Admission and Listing.
MDTCC has, via its letter dated 13 September 2013, advised that it has no objection to 7-
Eleven Malaysia’s application for the allocation of 12.5% of our enlarged issued and paid-up

share capital to be listed on the Main Market of Bursa Securities to Bumiputera investors.

The MITI has, via its letters dated 27 September 2013, 21 October 2013 and 27 February
2014, stated that it has no objection to our IPO.

[The rest of this page has been intentionally left blank]
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APPROVALS AND CONDITIONS (Contd)

12.2

Moratorium on the sale of our Shares

In accordance with the Equity Guidelines, BRetall, in its capacity as our Promoter will not be
permitted to sell, transfer or assign its entire shareholding in our Company involving
703,060,000 Shares, representing 57.0% of our enlarged issued and paid-up share capital
upon Listing (assuming the Over-allotment Option is not exercised) for a six month period
beginning from the date of our Listing.

The above restriction does not apply:

i in respect of the Shares that may be sold pursuant to the Over-allotment Option to be
granted by BRetail to the Stabilising Manager (on behalf of the Placement Managers);
and

(i) to the transfer of Shares by BRetail as contemplated under the Share Lending

Agreement, provided that the restriction will apply to the Shares returned to BRetail
pursuant to the Share Lending Agreement.

In accordance with the Equity Guidelines, Tan U-Ming, in his capacity as our Promoter will not
be permitted to sell, transfer or assign his entire shareholding in our Company as at the date
of Listing for a six month period beginning from the date of our Listing.

The above moratorium restrictions are specifically endorsed on the share certificate
representing the Shares held by BRetail and Tan U-Ming which are under moratorium to
ensure that our share registrar does not register any transfer that contravenes such
restrictions.

In accordance with the Equity Guidelines, the direct shareholder of BRetail, namely PMSB,
has undertaken not to sell, transfer or assign its entire shareholding in BRetail for a six month
period beginning from the date of our Listing.

In accordance with the Equity Guidelines, the direct shareholder of PMSB, namely IUB, has
undertaken not to sell, transfer or assign its entire shareholding in PMSB for a six month
period beginning from the date of our Listing.

In accordance with the Equity Guidelines, the direct shareholder of IUB, namely Vista Meranti,
has undertaken not to sell, transfer or assign its entire shareholding in IUB for a six month
period beginning from the date of our Listing.

In accordance with the Equity Guidelines, the direct shareholder of Vista Meranti, namely
HQZ, has undertaken not to sell, transfer or assign its entire shareholding in Vista Meranti for
a six month period beginning from the date of our Listing.

In accordance with the Equity Guidelines, the direct shareholder of HQZ, namely TSVT, has

undertaken not to sell, transfer or assign his entire shareholding in HQZ for a six month period
beginning from the date of our Listing.
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RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST

131

Related party transactions

Under the Listing Requirements, a “related party transaction” is a transaction entered into by
a listed issuer or its subsidiaries that involves the interests, direct or indirect, of a related
party. A “related party” of a listed issuer (not being a special purpose acquisition company) is:

(i)

(ii)

(iii)

a director having the meaning given in Section 2(1) of the CMSA and includes any
person who is or was within the preceding six months of the date on which the terms
of the transaction were agreed upon, a director of the listed issuer, its subsidiary or
holding company or a chief executive of the listed issuer, its subsidiary or holding
company; or

a major shareholder means a person who has an interest or interests in one or more
voting shares in a corporation and the nominal amount of that share or the aggregate
of the nominal amounts of those shares is:

(a) 10% or more of the aggregate of the nominal amounts of all the voting shares
in the corporation; or

(b) 5% or more of the aggregate of the nominal amounts of all the voting shares
in the corporation where such person is the largest shareholder of the
corporation;

and includes any person who is or was within the preceding six months of the date on
which the terms of the transaction were agreed upon, a major shareholder of the
listed issuer or its subsidiaries or holding company; or

a person connected with such director or major shareholder.

Certain transactions, despite falling within the definition above, are not normally regarded as
related party transactions. These are detailed in Paragraph 10.08(11) of the Listing
Requirements.

[The rest of this page has been intentionally left blank]
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| Company No.: 1058531-W

13. RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST (Cont'd)
13.1.3 Transactions entered into that are unusual in their nature or conditions
There are no unusual transactions in their nature or conditions, involving goods,
services, tangible or intangible assets to which we or BRetail or any of our
subsidiaries were a party in respect of the four years ended 31 December 2010 to
2013.
13.1.4 Outstanding loans and guarantees
There are no outstanding loans (including guarantees of any kind) made by our
Group to or for the benefit of our related parties in respect of the years ended 31
December 2010 to 2013.
Our Directors are of the view that all the above non-recurrent and recurrent related party
transactions were carried out on arm’'s length basis and on normal commercial terms which
are not detrimental to our minority shareholders.
13.2  Monitoring and oversight of related party transactions and conflicts of interest

13.2.1 Audit Committee review

Our Audit Committee reviews any related party transaction and conflicts of interest
that may arise within our Group. Our Audit Committee periodically reviews the
procedures set by our Company to monitor related party transactions to ensure that
these transactions are carried out on normal commercial terms which are not more
favourable to the related party than those generally available to third parties dealing
at arm’s length and are not to the detriment of our Company’s minority shareholders.
All reviews by our Audit Committee are reported to our Board for its further action.

13.2.2 Related party transactions and conflicts of interest

Related party transactions, by their very nature, involve conflicts of interest between
our Group and the related parties with whom our Group has entered into such
transactions. Some of the officers and Directors of our Group are also officers,
directors and in some cases, shareholders of the related parties of our Group, as
disclosed herein and, with respect to these related party transactions, may
individually and in aggregate have conflicts of interest. It is the policy of our Group
that all related party transactions are carried out on normal commercial terms which
are not more favourable to the related party than those generally available to third
parties dealing at arm’s length and are not to the detriment of our Company’s minority
shareholders.
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13. RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST (Cont'd)

13.3 Declaration by advisers on conflicts of interest
13.3.1 Declaration by Maybank IB

Maybank IB and its related and associated companies ("Maybank Group") form a
diversified financial group which is engaged in a wide range of investment and
commercial banking, brokerage, securities trading, asset and fund management, and
credit transaction services businesses. The Maybank Group has engaged in, and
may in the future, engage in transactions with and perform services for our Company
and/or our subsidiaries, in addition to the roles set out in this Prospectus. In addition,
in the ordinary course of business, any member of the Maybank Group may at any
time offer or provide its services to or engage in any transaction (on its own account
or otherwise) with any member of our Group or any other entity or transactions for its
own account or the account of its customers in debt or equity securities or senior
loans. This is a result of the business of the Maybank Group generally acting
independent of each other and accordingly, there may be situations where parts of
the Maybank Group and/or its customers now have or in the future, may have interest
or take actions that may conflict with the said interest. Nonetheless, the Maybank
Group is required to comply with applicable laws and regulations issued by the
relevant authorities governing its advisory business, which require amongst others,
segregation between dealing and advisory activities, and Chinese wall between
different business divisions.

Maybank, being the holding company of Maybank IB, has, in its ordinary course of
business, granted a multi-trade lines facility with a combined limit of RM50.0 million to
7-Eleven Malaysia. In addition, as at the LPD, Maybank is a guarantor for up to
RM300.0 million medium term notes under the MTN and is also one of the holders of
the MTN. The provision of the guarantee and the holding of the MTN are in the
ordinary course of business of Maybank. It is expected that part or all of the MTN wiill
be redeemed with the proceeds to be received by the Selling Shareholder pursuant to
our IPO.

Notwithstanding this, Maybank IB confirms that the aforesaid lending relationship
would not give rise to a conflict of interest situation in its capacity as the Joint
Principal Adviser, Joint Global Coordinator, Joint Bookrunner, Joint Managing
Underwriter and Joint Underwriter for our IPO as:

0 the extension of the multi-trade lines facility and provision of the guarantee
arose in the ordinary course of business of the Maybank Group;

(i) the conduct of the Maybank Group in its banking business is strictly regulated
by the Financial Services Act, 2013 and the Maybank Group’s own internal
controls and checks; and

(i) the total outstanding amount owed by our Group to the Maybank Group is not
material when compared to the audited total assets of the Maybank Group as
at 31 December 2013 of RM560.4 billion.

Maybank 1B also confirms that it is not aware of any circumstance that exists or is
likely to exist to give rise to a possible conflict of interest situation in its capacity as
the Joint Principal Adviser, Joint Global Coordinator and Joint Bookrunner for the
Institutional Offering in and outside of Malaysia, and Joint Managing Underwriter and
Joint Underwriter for the Retail Offering in Malaysia for our IPO.
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13. RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST (Cont'd)

13.3.2

13.3.3

Declaration by KIBB

KIBB and its related and associated companies ("KIBB Group") form a diversified
financial group which is engaged in a wide range of investment and commercial
banking, brokerage, securities trading, asset and fund management, and credit
transaction services businesses. The KIBB Group has engaged in, and may in the
future engage in, transactions with and perform services for our Company and/or our
subsidiaries, in addition to the roles set out in this Prospectus. In addition, in the
ordinary course of business, any member of the KIBB Group may at any time offer or
provide its services to or engage in any transaction (on its own account or otherwise)
with any member of our Group or any other entity or transactions for its own account
or the account of its customers in debt or equity securities or senior loans. This is a
result of the business of the KIBB Group generally acting independent of each other
and accordingly, there may be situations where parts of the KIBB Group and/or its
customers now have or in the future, may have interest or take actions that may
conflict with the said interest. Nonetheless, the KIBB Group is required to comply with
applicable laws and regulations issued by the relevant authorities governing its
advisory business, which require amongst others, segregation between dealing and
advisory activities, and confidentiality barriers between different business divisions.

KIBB Group has in the ordinary course of their banking business, granted credit
facilities to certain parties related to our Group. The credit facility granted as at LPD is
not material when compared to the audited total assets of KIBB Group as at 31
December 2013 and therefore would not give rise to a conflict of interest situation.

KIBB has also confirmed that it is not aware of any circumstances that exists or is
likely to exist to give rise to a possible conflict of interest situation in its capacity as
the Joint Principal Adviser, Joint Bookrunner and Joint Underwriter for our IPO.

Declaration by UBS AG and UBS Securities Malaysia Sdn. Bhd.

UBS AG and/or its subsidiaries, branches, affiliates and associates (the "UBS
Group"), in its capacity as principal or agent, is and may in the future, be involved in
a wide range of commercial banking and investment banking activities globally
(including investment advisory, asset management, wealth management, research,
securities issuance, trading (customer and proprietary) and brokerage) from which
conflicting interests or duties may arise. The UBS Group has engaged, and may in
the future engage, in transactions with, and has performed, and may in the future
perform, services for members of our Group, in addition to the role set out in this
Prospectus.

In addition, in the ordinary course of its global investment banking and commercial
banking activities, UBS and other members of the UBS Group may at any time offer
or provide services to or engage in any transaction (on its own account or otherwise)
with members of our Group and/or any other persons, or hold long or short positions,
and may trade or otherwise effect transactions, for its own account or the accounts of
its customers, in debt or equity securities (or related derivative instruments) or senior
loans of members of our Group.

UBS AG has confirmed that, notwithstanding the above, it does not have a conflict of
interest which prevents it from acting in its capacity as a Joint Global Coordinator for
our IPO and Listing and Joint Bookrunner in respect of the Institutional Offering
outside of Malaysia for our IPO and Listing.
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13. RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST (Cont'd)

13.3.4

13.3.5

UBS Securities Malaysia Sdn. Bhd. has confirmed that, notwithstanding the above, it
does not have a conflict of interest which prevents it from acting in its capacity as a
Joint Bookrunner in respect of the Institutional Offering in Malaysia for our IPO and
Listing.

Declaration by CIMB

CIMB and its related and associated companies (“CIMB Group”) form a diversified
financial group and are engaged in a wide range of investment and commercial
banking, brokerage, securities trading, asset and funds management and credit
transaction service businesses. The CIMB Group has engaged and may in the future,
engage in transactions with and perform services for our Company and/or our
affiliates, in addition to the role set out in this Prospectus. In addition, in the ordinary
course of business, any member of the CIMB Group may at any time offer or provide
its services to or engage in any transactions (on its own account or otherwise) with
our Company and/or our affiliates and/or any other persons, hold long or short
positions in securities issued by our Company and/or our affiliates, make investment
recommendations and/or publish or express independent research views on such
securities, and may trade or otherwise effect transactions for its own account or for
the account of its other customers in debt or equity securities or senior loans of our
Company and/or our affiliates. This is a result of the businesses of the CIMB Group
generally acting independent of each other, and accordingly there may be situations
where parts of the CIMB Group and/or its customers now have or in the future, may
have interest or take actions that may conflict with the interests of our Group.

As at the LPD, the CIMB Group has in the ordinary course of its banking business,
extended credit facilities to 7-Eleven Malaysia, a subsidiary of 7-Eleven Malaysia
Holdings.

CIMB is of the view that the aforementioned extension of credit facilities does not
result in conflict of interest situations in respect of its capacity as the Joint Bookrunner
in relation to our IPO as:

0] the total credit facilities are not material when compared to the audited total
assets of the CIMB Group as at 31 December 2013; and

(ii) the extension of the credit facilities arose in the ordinary course of business
of the CIMB Group in view of the CIMB Group’s extensive participation in the
Malaysian banking industry.

Declaration by CLSA

In the ordinary course of business, CLSA and/or its affiliated companies (collectively,
the “"CLSA Group”) do or may engage in transactions with and perform services for
our Company and/or our affiliates. Members of the CLSA Group may extend credit
facilities or may engage in private banking, commercial banking and investment
banking transactions including, inter-alia, brokerage, securities trading, asset and
funds management and credit transaction services in their ordinary course of
business with our Company and/or our affiliates. Further, any member of the CLSA
Group may at any time offer or provide its services to, or engage in any transactions
{on its own account or otherwise), with our Company and/or our affiliates, hold long or
short positions, and may trade or otherwise effect transactions for its own account or
the account of its other customers in debt or equity securities or senior loans of our
Company and/or our affiliates.

CLSA confirms that it is not aware of any conflict of interests which prevents it from
acting in its capacity as Joint Bookrunner in relation with our [PO.
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RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST (Cont'd)

13.3.6

13.3.7

13.3.8

13.3.9

Declaration by IPS

IPS is an indirect subsidiary of BCorporation. TSVT is the controlling shareholder for
beth our Company and BCorporation. Nevertheless, BCorporation and TSVT are not
involved in the day-to-day operations of IPS and the provision of the underwriting and
share placement services are in the ordinary course of business of IPS. Furthermore,
IPS’ engagement as the Joint Bookrunner for the MITI tranche, Joint Managing
Underwriter and Joint Underwriter are based on mutually agreed terms and on an
arm’s length basis.

Accordingly, IPS confirms that it is not aware of any circumstances that exists or are
likely o exist to give rise to a possible conflict of interest situation in its capacity as
the Joint Bookrunner for the MITI Tranche, Joint Managing Underwriter and Joint
Underwriter in relation to our IPO.

Declaration by Aminvestment Bank

Amlinvestment Bank, its related and associated companies, as well as its holding
company, AMMB Holdings Berhad, and the subsidiaries and associated companies
of its holding company ("AmBank Group") form a diversified financial group and are
engaged in a wide range of investment and commercial banking, brokerage,
securities trading, asset and funds management and credit transaction service
businesses. The AmBank Group has granted credit facilities to our Group and may in
the future, engage in transactions with and perform services for our Group. In
addition, in the ordinary course of business, any member of the AmBank Group may
at any time offer or provide its services to or engage in any transactions (on its own
account or otherwise) with our Group. This is a result of the businesses of AmBank
Group generally acting independently of each other and accordingly there may be
situations where parts of the AmBank Group now have or in the future, may have
interest or take actions that may conflict with the interests of our Group.

Amlinvestment Bank is of the view that the aforementioned does not result in a
conflict of interest situation as these are part of the ordinary course of business of the
AmBank Group.

Save as disclosed above, Aminvestment Bank confirms that it is not aware of any
other possible conflict of interests which exist or is likely to exist in its capacity as the
Joint Underwriter in relation to our IPO.

Declaration by RHB IB

RHB IB confirms that there is no existing or potential conflict of interest in its capacity
as the Joint Underwriter in relation to our IPO.

Declaration by Wong Beh & Toh
Wong Beh & Toh confirms that there is no existing or potential conflict of interest in its

capacity as the legal adviser to our Company as to Malaysian laws in relation to our
IPO.

13.3.10 Declaration by Clifford Chance Pte. Ltd.

Clifford Chance Pte. Ltd. confirms that there is no existing or potential conflict of
interest in its capacity as the legal adviser to our Company as to United States federal
securities and English laws in relation to our IPO.
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13. RELATED PARTY TRANSACTIONS AND CONFLICTS OF INTEREST (Contd)

13.3.11 Declaration by Zul Rafique & Partners

Zul Rafique & Partners has previously acted as, and may from time to time in the
future act as, legal adviser to 7-Eleven Malaysia, the Joint Global Coordinators, Joint
Bookrunners, Joint Bookrunner for the MITI Tranche, Joint Managing Underwriters
and Joint Underwriters and other companies controlled by or associated with any of
them in other transactions. Zul Rafique & Partners confirms that, notwithstanding the
above, there is no existing or potential conflict of interest in its capacity as the Legal
Adviser to the Joint Global Coordinators, Joint Bookrunners, Joint Bookrunner for the
MITI Tranche, Joint Managing Underwriters and Joint Underwriters as to Malaysian
laws in relation to our 1PO.

13.3.12 Declaration by Latham & Watkins LLP
Latham & Watkins LLP confirms that there is no existing or potential conflict of
interest in its capacity as the legal adviser to the Joint Global Coordinators, Joint
Bookrunners and Joint Bookrunner for the MiTl Tranche as to United States federal
securities and English laws in relation to our IPO.

13.3.13 Declaration by Ernst & Young

Ernst & Young confirms that there is no existing or potential conflict of interest in its
capacity as the Auditors and Reporting Accountants in relation to our |IPO.

13.3.14 Declaration by Vital Factor Consulting Sdn. Bhd.

Vital Factor confirms that there is no existing or potential conflict of interest in its
capacity as the Independent Market Researcher in relation to our IPO.

[The rest of this page has been intentionally left blank]
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14. DIRECTORS' REPORT

7-ELEVEN MALAYSIA HOLDINGS BERHAD
(formerly known as Seven Convenience Berhad)
(Company No. 1058531-W)
(Incorporated in Malaysia)

Level 3 Podium Block, Plaza Berjaya, 12 Jalan Imbi, 55100 Kuala Lumpur
Tel: +603-21421136 Fax: +603-21420318

Registered Office:

Level 7, Menara Milenium
Jalan Damanlela

Pusat Bandar Damansara
Damansara Heights

Date: 3 0 APR 2014 50490 Kuala Lumpur

The Shareholders of
7-Eleven Malaysia Holdings Berhad (formerly known as Seven Convenience Berhad)

Dear Sir/Madam,

On behalf of the Board of Directors (“Board”) of 7-Eleven Malaysia Holdings Berhad (formerly known as
Seven Convenience Berhad) (“7-Eleven Malaysia Holdings”), we wish to report after due enquiries in
relation to the following:

(a) 7-Eleven Malaysia Holdings during the period from 31 December 2013 (being the date to which
the last audited financial statements of 7-Eleven Malaysia Holdings have been made up); and

{b) 7-Eleven Malaysia Sdn Bhd (“7-Eleven Malaysia”) and its subsidiaries (collectively referred to as
“7-Eleven Malaysia Group”) during the period from 31 December 2013 {being the date to which
the last audited consolidated financial statements of 7-Eleven Malaysia (“Consolidated
Financial Statements”) have been made up),

(7-Eleven Malaysia Holdings and the 7-Eleven Malaysia Group are collectively referred to as “7-Eleven
Malaysia Holdings Group” and the last audited financial statements of 7-Eleven Malaysia Holdings
Group as well as the Consolidated Financial Statements are collectively referred to as “last audited
financial statements of the 7-Eleven Malaysia Holdings Group”)

to the date herein (being a date not earlier than 14 days before the issue of this Prospectus):

(i) the business of the 7-Eleven Malaysia Holdings Group has, in the opinion of the Directors, been
satisfactorily maintained;

(i) in the opinion of the Directors, no circumstances have arisen since the last audited financial
statements of the 7-Eleven Malaysia Holdings Group which have adversely affected the trading or
the value of the assets of the 7-Eleven Malaysia Holdings Group;

(iii) the current assets of the 7-Eleven Malaysia Holdings Group appear in the books at values which
are believed to be realisable in the ordinary course of business;

(iv) save as disclosed in this Prospectus, there are no other contingent liabilities by reason of any
guarantee or indemnity given by the 7-Eleven Malaysia Holdings Group;
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v) there has been no default or any known event that could give rise to a default situation, on
payments of either interest and/or principal sums in relation to any borrowings, since the last
audited financial statements of the 7-Eleven Malaysia Holdings Group; and

(i) there has been no material change in the published reserves or unusual factor affecting the
profits of the 7-Eleven Malaysia Holdings Group, since the last audited financial statements of the
7-Eleven Malaysia Holdings Group.

Yours faithfully

For and on behalf of the Board of

7-ELEVEN MALAYSIA HOLDINGS BERHAD

(FORMERLY KNOWN AS SEVEN CONVENIENCE BERHAD)

TAN U-MI
Non-Independent Executive Director
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15.1

15.2

Share capital

(i)

(ii)

(i)

(iv)

V)

(vi)

(vii)

Save as disclosed in this Prospectus, no securities will be allotted or issued on the
basis of this Prospectus later than 12 months after the date of the issue of this
Prospectus.

As at the date of this Prospectus, we have only one class of shares, namely ordinary
shares of RM0.10 each, all of which rank equally with one another. There are no
special rights attached to our Shares.

Save as disclosed in Section 6.1.6 of this Prospectus, our Company has not issued or
proposed to issue any shares, stocks or debentures as fully or partly paid-up in cash or
otherwise, within the two years preceding the date of this Prospectus.

As at the date of this Prospectus, we have not agreed, conditionally or unconditionally,
to put the share capital of our Company or any of our subsidiaries under option.

Save for the 5,500,000 Issue Shares reserved for application by the Eligible Persons
as disclosed in Section 4.3.2(ii) of this Prospectus, and subject to our Listing, there is
currently no other scheme involving our directors and employees in the share capital
of our Company or any of our subsidiaries.

Except as disclosed in this Prospectus, and save as provided under our Articles and
the Act, there are no other restrictions upon the holding or voting or transfer of our
Shares or the interests in any of our Company or our subsidiaries or upon the
declaration or payment of any dividend or distribution thereon.

As at the date of this Prospectus, neither we nor our subsidiaries have any
outstanding convertible debt securities.

Extracts of our Articles

The following provisions are reproduced from our Articles and are qualified in its entirety by
the remainder of the provisions of our Articles and by applicable law. The words, terms and
expressions appearing in the following provisions shall bear the same meanings used in our
Articles unless they are otherwise defined herein or the context otherwise requires.

15.2.1 Transfer of securities

Article 33(i)

The transfer of any listed security or class of listed security of our Company which
have been deposited with the Bursa Depository shall be by way of book entry by the
Depository in accordance with the rules of Bursa Depository (‘Rules”) and,
notwithstanding Sections 103 and 104 of the Act, but subject to Section 107C(2) of
the Act and any exemption that may be made from compliance with Section 107C(1)
of the Act, our Company shall be precluded from registering and effecting any
transfer of the listed securities.

Article 33(ii)

Subject to any written law, the instrument of transfer of any security that is not a
Deposited Security shall be in writing and in the prescribed form executed by or on
behalf of the transferor, and the transferor shall be deemed to remain the holder of
the share until the name of the transferee is entered in the register of members to be
kept pursuant to the Act in respect thereof.
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Article 33(iii)

A depositor shall not withdraw the securities which have been deposited with the
Depository except in such manner as may be specified in the Rules and Central
Depositories Act.

Article 34

The instrument of transfer of any security shall be executed by or on behalf of the
transferor, and the transferor shall be deemed to remain the holder of the security
until the name of the transferee is entered in the record provided by the Bursa
Depository to the Company under chapter 24.0 of the Rules (“‘Record of
Depositors”) in respect thereof.

Article 35

The Depository may refuse to register any transfer of deposited security that does not
comply with the Central Depositories Act and the Rules.

Article 36

The registration of transfers may be suspended at such times and for such period as
the Directors may from time to time determine, provided always that such registration
shall not be suspended for more than 30 days in any year. Subject always to the
Listing Requirements, at least 10 Market Days notice of intention or such other period
of notice as may be permitted by Bursa Securities to close the said register shall be
given to Bursa Securities. The said notice shall state the purpose or purposes for
which the register is being closed. At least three Market Days prior notice shall be
given to the Depository to prepare the appropriate Record of Depositors provided that
where the Record of Depositors is required in respect of corporate actions, prior
notice shall be given to the Depository.

Article 37

Subject to the provisions of these Articles, the Directors may recognise a renunciation
of any share by the allottee thereof in favour of some other person.

Article 38

Neither the Company nor its Directors nor any of its officers shall incur any liability for
the act of the Depository in registering or acting upon a transfer of shares apparently
made by a member or any persons entitled to the shares by reason of the death,
bankruptcy or insanity of the members although the same may by reason of any fraud
or other cause not known to the Company or its Directors or the Depository or other
officers be legally inoperative or insufficient to pass the property in the shares
proposed or professed to be transferred, and although the transfer may, as between
the transferor and transferee, be liable to be set aside, and notwithstanding that the
Company may have notice that such instrument or transfer was signed or executed
and delivered by the transferor in blank as to the name of the transferee, of the
particulars of the shares transferred, or otherwise in defective manner. And in every
such case, the person registered as transferee, his executors, administrators and
assignees alone shall be entitled to be recognised as the holder of such shares and
the previous holder shall, so far as the Company is concerned, be deemed to have
transferred his whole title thereto.
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15.2.2

Articie 40

Subject to the provisions of the Central Depositories Act and the Rules, every
instrument of transfer shall be in writing and in the form approved in the Rules and
shall be presented to the Depository with such evidence (if any) as the Depository
may require to prove the title of the intending transferor and that the intended
transferee is a qualified person.

Remuneration of Directors
Article 88
Fees of Directors shall from time to time be determined by the Company in general

meeting, and such fees shall be divided among the Directors in such proportions and
manner as the Directors may determined PROVIDED ALWAYS that:

() fees payable to Directors who hold no executive office in the Company shall
be paid by a fixed sum and not by a commission on or percentage of profits
or turnover;

(i) salaries payable to executive Director(s) may not include(s) a commission on

or percentage of turnover,

(i) fees payable to Directors shall not be increased except pursuant to a
resolution passed at a general meeting where notice of the proposed
increase has been given in the notice convening the meeting;

(iv) any fee paid to an alternate Director shall be agreed between himself and the
Director nominating him and shall be paid out of the remuneration of the
latter; and

(v) executive Director(s) shall, subject to the terms of any agreement entered
into in any particular case, receive(s) such remuneration as the Directors may
from time to time determine.

Article 89(i}

The Directors shall be paid all their travelling and other expenses properly and
necessarily expended by them in and about the business of the Company including
their travelling and other expenses incurred in attending meetings of Directors,
general meetings or other meetings of the Company.

Article 89(ii)

If any Director whether he holds an executive or non executive position in the
Company, being willing shall be called upon to perform extra services or to make any
special arrangements in going or residing away from his usual place of business or
residence for any of the purposes of the Company or in giving special attention to the
business of the Company as a member of a committee of Directors, the Company
may remunerate the Director so doing if he holds an executive position in the
Company, either by a fixed sum or otherwise (other than by a sum to include a
commission on or percentage of turnover) and if he holds a non-executive position in
the Company, either by a fixed sum or otherwise (other than by a sum to include a
commission on or percentage of profits or turnover) and such remuneration may be
either in addition to or in substitution for his or their share in the remuneration from
time to time provided for the Directors.
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15.2.3

Article 92

The remuneration of the Managing Director or Managing Directors and the Executive
Director or Executive Directors may be payable by way of salary or commission or
participation in profits of the Company or of any other company in which the
Company is interested, or by any or all of those modes, or otherwise as may be
thought expedient but shall not include a commission on or percentage of profits or
turnover, and it may be made a term of such appointment or appointments that the
appointee shall receive a pension, gratuity or other benefits on their retirement.

Voting and borrowing powers of Directors
Article 94(iii)

An alternate Director shall be entitled (subject to his giving to the Company an
address at which notices may be served on him) to receive notices of meetings of the
Directors and to attend and vote as a Director at any such meeting at which the
Director appointing him is not personally present and generally in the absence of his
appointor to perform all the functions of his appointor as a Director.

Article 114(i)

The Directors may from time to time at their discretion raise or borrow for the purpose
of the Company such sums of money as they think proper and may also raise or
secure the payment of such money in such manner and upon such terms and
conditions in all respects as they think fit, and in particular by the issue of debentures
or debenture stock of the Company, charged upon all or any part of the property of
the Company (both present and future) including uncalled capital, or by means of
charges, mortgages, bonds and dispositions in security or bonds or cash deposit, with
or without power of sale, and upon such other terms and conditions as the Directors
shall think fit.

Article 114(ii)

Without derogating from the generality of the foregoing provisions, the Directors may
in particular mortgage or charge any of the Company or its subsidiaries’ undertaking,
property or any uncalled capital, or to issue debentures and other securities whether
outright or as security for any debt, liability or obligation of any third party.

Article 114(iii)

The Directors shall cause a proper register to be kept in accordance with the Act, in
respect of all mortgages and charges specifically affecting the property of the
Company. The register shall be open to the inspection of any member without charge
and of any other person. The fee for inspection of instruments requiring registration
under the Act shall be fifty cents for each inspection but the Directors may waive the
payment of such fee either in any particular case or generally.
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15.2.4

Article 116

The Directors may meet together for the despatch of business, adjourn and otherwise
regulate their meetings as they think fit. Subject to these Articles, questions arising at
any meeting shall be determined by a majority of votes. In the case of an equality of
votes, the Chairman shall have a second or casting vote. Directors or any committee
thereof may participate in a meeting of the Directors or that committee by means of a
conference telephone or similar electronic tele-communicating equipment by means
of which all persons participating in the meeting can hear each other and participates
throughout the duration of the communication between the Directors and participation
in @ meeting pursuant to this provision shall constitute presence in person at such
meeting. The venue of meeting held by means of a conference telephone or similar
electronic tele-communicating equipment shall be decided by the Directors. Any
person so participating shall be deemed to be present in person at the meeting and
shall be entitled to vote or be counted in @ quorum accordingly subject to and in
accordance with the provisions of the Act and these Articles. Unless otherwise
decided by the Directors, such a meeting shall be deemed to take place at the venue
of the meeting stated in the notice of meeting.

Article 122(i)

A Director who is in any way, whether directly or indirectly interested in a contract or
proposed contract with the Company shall declare the nature of his interest in
accordance with the provisions of the Act. Unless permitted by the Act and the Listing
Requirements, a Director shall not vote in respect of any contract or proposed
contract or arrangement in which he has directly or indirectly, a personal interest and
if he should do so his vote should not be counted.

Article 122(iii)

A Director notwithstanding his interest may be counted in the quorum present at any
meeting whereat he or any other Director to be appointed to hold any office or place
of profit in the Company or whereat the Directors resolve to exercise any of the rights
of the Company, (whether by the exercise of voting rights or otherwise) to appoint or
concur in the appointment of a Director to hold any office or place of profit in any
other company or whereat the terms of any such appointment or arrangements as
hereinbefore mentioned are considered, as he may vote on any such matter other
than in respect of the appointment of or arrangements with himself or the fixing of the
terms thereof.

Alteration of capital
Article 7

Subject to Section 65 of the Act, if at any time the share capital is divided into
different classes of shares, the rights attached to any class (unless otherwise
provided by the terms of issue of the shares of that class) may whether or not the
Company is being wound up, be modified, affected, varied, extended or surrendered
in any manner with the consent in writing of the holders of three-fourths of the issued
shares of that class, or with the sanction of a special resolution passed at a separate
general meeting of the holders of the shares of that class. To every such separate
general meetings, the provisions of these Articles relating to general meetings shall
mutatis mutandis apply, but so that the necessary quorum shall be two persons at
least holding or representing by proxy one-quarter of the issued shares of the class
and that any holder of shares of the class present in person or by proxy may demand
a poll. To every such special resolution, Section 152 of the Act shall apply with such
adaptations as may be necessary.
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Article 50

Subject to the provisions of the Act, the Listing Requirements and other applicable
laws for the time being in force, the Company may from time to time, whether all the
shares for the time being authorised shall have been issued or all the shares for the
time being issued shall have been fully called up or not, by ordinary resolution
increase its share capital by the creation and issue of new shares, such new capital
to be of such amount and to be divided into shares of such respective amounts and to
carry such rights or to be subject to such conditions or restrictions in regard to
dividend, return of capital or otherwise as the Company by the resolution authorising
such increase directs.

Article 51

Subject to any direction to the contrary that may be given by the Company by way of
special resolution in general meeting, all new shares or other convertible securities
shall, before issue, be offered to such persons as at the date of the offer are entitled
to receive notices from the Company of general meetings in proportion as nearly as
the circumstances admit, to the amount of the existing shares or securities to which
they are entitied. The offer shall be made by notice specifying the number of shares
or securities offered, and limiting a time within which the offer, if not accepted, will be
deemed to be declined, and, after the expiration of that time, or on the receipt of an
intimation from the person to whom the offer is made that he declines to accept the
shares or securities offered, the Directors may dispose of those shares or securities
in such manner as they think most beneficial to the Company. The Directors may
likewise also dispose of any new share or security which (by reason of the ratio which
the new shares or securities bear to shares or securities held by persons entitied to
an offer of new shares or securities) cannot, in the opinion of the Directors, be
conveniently offered under this article.

Article 52

Except in so far as otherwise provided by the conditions of issue, any capital raised
by the creation of new shares shall be considered as part of the original share capital
of the Company and shall be subject to the same provisions with reference to the
payment of calls, lien, transfer, transmission, forfeiture and otherwise as the original
share capital.

Article 53
The Company may from time to time by ordinary resolution:

(i) consolidate and divide all or any of its share capital into shares of larger
amount than its existing shares;

(