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Bangunan Yayasan Melaka Fax Na. 06-2837635, 2846972

Jalan Hang Tuah

75300 Melaka

Dear Sirs

RE : VALUATION OF PROPERTIES BELONGING TO
HUAT LAI RESOURCES BERHAD (“HL.RB”)

This letter is prepared for inclusion in the Prospectus to be dated 20™ May, 2002 in connection with
the Public Issue of 7,580,000 new ordinary shares of RM1.00 each at an issue price of RM1.40 per
new ordinary share payable in full upon application and the offer for sale of 15,000,000 ordinary
shares of RM1.00 each at an offer price of RM1.40 per ordinary share by Offerors to the Bumiputra
investors.

We were instructed by HLRB to value and determine the present market value of the properties
listed below. The term market value is defined as the estimated amount for which an asset should
exchange on the date of valuation between a willing buyer and a willing seller in an arm’s-length
transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and
without compulsion.

We confirm that we have valued the properties based on the valuation methods stated below, which
have been carried out in accordance with the Guidelines on Asset Valuations for submission to the
Securities Commission (1995) issued by the SC, in compliance with the Manual of Valuation
Standards issued by the Board of Valuers, Appraisers and Estate Agents, Malaysia and with the
necessary professional responsibility and due diligence.

We have valued the properties listed below with titles free from all legal encumbrances and are of
the opinion that the Market Values of these properties are as follows :-
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Company No: (323273-T)

12, VALUATION CERTIFICATE (Cont’d)
COLLIERS
= JAAFAR
Registered/ Existing Use/ Land Area Date of Valuation Market Value
Beneficial owner and Description and Tenure Vatuation Methods (RM)
Location/Ref No.
HLRB
Lot No. 16 Poultry farm  land 1059375 acres 28.03.01 Comparison 1,595,000
Mukim of Serkam presently used as a Frechold and Cost
District of Jasin Eayer Poultry Farm Methods
State of Melaka
MK/3C2838/01/1132
Lot Nos. 28,2999 & 100 | Poultry farm  land 5.9230 acres | 29.03.01 Comparison 1,120,000
Mukim of Serkam presently used as a Freehold and Cost
District of Jasin Breeder Chicken Farm Methods
State of Melaka
MEK/SC289/01/T132
Lot Nos. 34,35,93 & 94 Poultry farm land, Lot 5.2316 acres 200301 Comparison 1,020,000
Mukim of Serkam Nos. 93 & 94 are Frechold and Cost
District of Jasin presently  used  as Methods
State of Metaka Breeder Chicken Farm
MEK/SC290/01/T132 whist Lot Nos. 34 & 35
are presently vacant
Lot Nos. 45,46,80 & 8! Poultry farm  land 3.7619 acres 29.03.01 Comparison 560,000
WMukim of Serkam presently used as a Freehold and Cost
District of Jasin Breeder Chicken Farm Methods
State of Melaka
ME/SC291401/T132
Lot Nos. 60,61 & 62 Poultry farm land, being 1.006 acres 29.03.01 Conparison 405,000
Mukim of Serkam used as Hatchery cum Freehold and Cost
District of Jasin Office Building Methods
State of Melaka
MK/8C292/01/7132
Lot Nos. 63, 64 & 65 Poultry farm  land 3.3690 acres | 29.03.01 Comparison 675,000
Mukim of Serkam presently used as a Freehold and Cost
District of Jasin Breeder Chicken Farm Methods
State of Melaka
MK/SC293/01/J132
Lot No. 1811 (formerly | Poultry farm land, being 4.5961 acres | 29.03.01 Comparison 1,500,000
PT 628) used as a Closed Layer Leasehold and Cost
Mukim of Serkam Poultry Farm interest expiring Methods
District of Jasin on 17.02.2021
State of Melaka
ME/SC204/31/7132
Lot PT No. 764 (new lot | Pouliry farm land, being 5.600 acres | 29.03.01 Comparison 1,890,000
no. 1813) used as a Closed Layer Leasehold and Cost
Mukim of Serkam Pouliry Farm interest expiring Methods
District of Jasin on 22.01.2055
State of Melaka
ME/SC295/01/5132
Lot Neo. 1819 (formerly | Agricultural Jand 4.70735 acres 29.03.01 Comparison 1,125,000
PT 629) presently used as a Leasehold and Cost
Mukim of Serkam Feedmill together with | interest expiring Methods
District of Jasin ancillavy buildings on 18.02.2021
State of Melaka
MK/SC296/01/7132
Lot Nos. 1879 & 1880 Poultry farm  land 14,8875 acres 29.03.01 Comparison 2,565,000
Mukim of Serkam presently used as a Freehold and Cost
District of Jagin Layer Poultry Farm Methods
State of Melaka
ME/SC297/01/7132
Lot PT No. 1678 Commercial land 3,636 sqm | 29.03.01 Comparison 1,425,000
Mukim of Serkam presently used as Office Leaschold and Cost
District of Jasin cum Egg Grading Store | interest expiring Methods
State of Melaka on 22.01.2055
MEK/SC299/01/1132
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Company No: (323273-T)

12, VALUATION CERTIFICATE (Cont’d)

COLLIERS

JORDAN LEE » JAAFAR
Registered/ Existing Use/ Land Areca Date of Date of Vatation Market Valne
Beneficial owner and Description and Tenure Valuation | Inspection Methods (RM)
Location/Ref No.
Properties held for Owner Occapatian
HLRB
Lot Nos. 751 to 754 & 759 | Poultry farm  land 40.1510 acres | 29.03.01 23.02.1 Comparison 13,950,000
o 762 presently used 2as a Freehold and Cost
Mukim of Selandar Closed Layer Poultry Methods
District of Jasin Farm (Hi-tech)
State of Melaka
MEK/SC307/01/7129
Lot Nos. 2145 & 2149 Agricultural land uvsed 15.6370 acres 29.03.01 23.02.01 Comparison 1,995,000
Mukim of Bukit Lintang as a Layer Poultry Frechold and Cost
District of Melaka Tengah | farm Methods
State of Melaka
MEK/SC302/01/T56
Lot No. 732 Agricuilture land used 11.2280 acres | 29.03.01 23.02.01 Comparison 2,530,000
Mukim of Ayer Molek as a Pullet/Grower Frechold and Cost
District of Melaka Tengah | Poultry Farm Methods
State of Melaka
ME/SC303/01/144
Lot Nos, 427 & 428 Poultry farm land LotNo. 427 | 29.03.01 23.02.01 Comparison 1,175,000
Mukim of Chohong presently used as a 6.756 acres and Cost
District of Jasin Grower Poultry Farm 9%-year Methods
State of Melaka leaschold
MEK/8C304/01/F121 interest expiring
on 31.12,2037
Lot No. 428
6.388 acres
Ti-year
leasehold
interest expiring
on 31.12.2037
Lot No. 446 Pouitry farm land 15.0500 acres | 29.03.01 23.02.01 Comparison 1,840,000
Mukim of Chohong presently used as a 71-year and Cost
District of Jasin Layer Chicken Farm leaschold Methods
State of Melaka interest expiring
ME/SC305/01/7121 on 31.12.2037
Lot Nos, 3169 & 3170 Poultry farm land 109888 acres | 29.03.01 23.02.01 | Comparison 1,025,000
Mukim of Kesang presently used as a 57-year and Cost
District of Jasin Grower Poultry Farm leasehold Methods
State of Melaka interest expiring
ME/SC306/01/7124 on 28.02.2623
Lot PT Ne. 1679 (formerly | Main read frontage 2.1340 acres | 29.03.01 | 23.02.01 Comparison 150,000
PT  762), Mukim of | agricultural land 60-year Method
Serkam, District of Jasin presently used as open leasehold
State of Melaka field. interest expiring
ME/SC300/01/3132 on 22.01.2055
Lot No. 2148 Main road frontage 102250 acres | 29.03.01 | 23.02.01 Comparison 610,000
Mukim of Bukit Lintang agriculture land Freehold . Method
District of Melaka Tengah | planted with oil-palms
State of Melaka of about 2 vears old
MK/8C301/01/756
GFF
Lot No. 2509 & PT No. | Poultry farm land 7.8246 acres 20.03.01 23.02.01 Comparison 3,300,000
1676 presently used as a Freehold and Cost
Mukim of Serkam Fertilizer Plant Methods
District of Jagin
State of Melaka
MK/SC298/01/7132
TOTAL : RM40,455,000
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Company No: (323273-T)

12, VALUATION CERTIFICATE (Cont’d)

COLLIERS

JORDAN LEE = JAAFAR

Note : This Valuation Certificate is to be read in conjunction with Section 9.1, Page 83
of the Prospectus.

Yours faithfully
COLLIERS
JORDAN LEE & JAAFAR (M’CCA) SDN BHD

Registered Valuer (V-315)
Executive Director
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT

41901 -T

Date: 13 May 2002

The Board Of Directors
Hual Lai Rezources Berhad
Unit 12A, 12th Floor,
Bangunan Yayasan Melaka,
Jalan Hang Tuah,

75300 Melaka

Daar Sirs,

INDEPENDENT MARKET RESEARCH REPORT - Executive Summary

This Executive Summary is exiracted from the full report prepared by ABNER
(S.E.Asia} 8dn Bhd for the inclusion in the Prospectus of HUAT LA}
RESOURCES BERHAD to be dated 20 May 20062 in relation to its listing on the
Second Board of the Kuala Lumpur Stock Exchange,

The livesteck and livestock products industry was the fastest growing in the
agriculture sector during the Sixth Malaysia Plan period (1991 - 1995), achieving
an average annual growth of 5.4%, exceeding the targated rate of 5.2%. it grew
at a modest rate of 3.1% per annum during the Seventh Malaysia Plan {1995 -
2000}). The increase came mainly from an 8.8% increase per annum In output of
poultry meat and 2 5.7% per annum growth fram egg production,

Consumption for livestock products also increased in the lagt decade due to the
improvemeant in income levels, increase in the popuiation and government
pretection af the lecal fivestock industry. Promotional activities underiaken by
the respective trade bodies also created a positive impact on the demand of
~such products,

Source: Seyenth Malaysia Plan (1985 - 2000) & 8™ Malaysia Pilan (2001}

Mataysia has maintained seif-sufficiency in poultry, pork and eggs since 1989
due to the enterprise of private firms who were quick to adapt to new
technologies and management approach.

Main Office : Suite 1319, Bilock A, Level 13, Damensara Intan, Jalan S5 20/27, 47400 Petcliag

Jaya, Selangor, MALAYSIA. Tt :+§-03-T727-6113 Fax :+6-03-7TT27-4223
Email : abnergm&pd. jaring. my
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont'd)

With a growing number of consumers switching from red meat to poultry, the
poultry industry is booming. The growing population and rise in income levels in
Malaysia and the neighbouring ASEAN ragion have also contributed significantly
1o the increase in per capita consumpiion of poultry mseet and pouitry producis.

Improved fechnology and the development of sophisticated mechanical
gquipment were responsgible for a shift from small farm flocks to iarger
commercial operations. in major chicken producing states, flocks of 100,000 are
not ungommon and some fiocks number motre than a miilion.

The development and growth of the commercial poultry industry can he traced to
the importation of improved genetic resources from the western countries,
Foresight on the part of both the government and the entrepreneurs saw the
move away from small-scale production te the adoption of genetic and technical
rescurces fo further develop the industry. While it was the government who
initlated this move, it was the farmers who tock it forward to the vibrani and
sfficient industry it is today.

Layer farming has tramendous growth for the past decade compared io the
1980's. Not oply did the operators of poultry farming benefited from an
environment free from excessive regulations, these farmers aliso saw
oppeortunities te profit from an activity that relates to meeting the protein food
supply of the customers. If during the 1980's, 20,800 broiler or {ayer flocks were
considered as big farms, 50,000 hens in a single rearing site is now
commonglace. The number of tunnaei-ventilated multi-tiered layar houses with
aytomaled feeding, egg coliection and waste management sysiem is on the rise,
Farm size has continuously increased accompanied by a regular decrease in
farm numbers and owners,

The industry howevar, ttas to contend with the compstitiveness in international
markets for value added and further processed producis for both chicken meat
and eggs. The weakness inharent in the poultry industry s its inability to adapt
more quickly to changing needs and expectations of its clients. This is
espaciatly trus in the case of product quality as well as farming practices in the
context of the enviranment,

The tayer chicken industry in which Huat Lai Resources Berhad's core business
operates within is made up of breeding farms and hatcheries. The domestic
market represents the industry's main market white the export market constitutes

Main Office : Suite 1319, Block A, Leve) 13, Damensern Intan, Jolan 55 20/27, 47400 Petaling
Taya, Sclangor, MALAYBIA. Tel. :+5-03-7727-6113 Fax :+6-03-T727-6228
Email : ebngrgm®pd. jaring. my )
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont 'd)

around 10% of the annual total production. Production has also surpassed seif-
sufficiency levels since 1989 indicating that the domestic market demand was
more than met by the local market supply.

Conditions of demand for the layer industry would include population size of
both its local and export markets, consumer income, consumer tastes and
preferences, and price of related products, which may be substitutes or
complements. Some of the determinants of market supply of day old chicks and
table eggs would be production cosi, changes in climatic conditions, state of
technology utilized in the industry, size of the industry, and changes in
government policies relevant to the industry.

There ware Itwelve layer breeding operators in Peninsular Malaysia in 2001
breeding about 386,432 fayer parenf sfocks. Sources of supply of layer parent
stocks of day old pullets are predominantly from European lUnion {Babcock,
Golden Comet, Lohmann, Hisex Brown, |SABrown, and H&N Brown Nick) and the
rest from Indonesia (ISA Brown) and the USA {Myline). The southern region of
Peninsular Malaysia represented by Johor state, comprises about 57.51% of the
total output of commercial day old puliets in 2000. The average ex-farm price
was RM1.60 per chick although weekly prices differ between firms, prices wers
generally stable,

About 5.720 billlon eggs were produced in 2001 with the average daily
productian ranging from 15.8 million eggs. Excess supply characterized the
industry in 2001, In the light of this market trend, it is important that produsers
explore new markets or production be adjusted to ensure financial viabiiity for
layer farms. In the case of Huat {at Resources Bhd, it has already gained a
foothold in the Indonesian and Hong Xong wmarkets, besides exporting
predominantly to Singapore, a major expart destination of the Malaysian poultry
indusiry,

Accessibility however to the export market is rather limited as the world agg
market is highly competitive. To be competitive, the industry has o be more
efficient and shell eggs should not be the only form that is marketed. The
industry should diversify into developing a variety of egg products e.g. egg yolk
solid, egg yolk powder, egg albumen powder, whels egg solid and whole egg
powder, which will enhance the market potential of the industry. HLRB plans to
start producing liquid pasteurized egg by the year 2004,

Main Offiee : Suite 1319, Block A, Level 13, Damansara Intan, Jalan 585 20727, 47400 Peraling

Jaya, Setanger, MALAYSIA. Tel ;+5-03-7727-6113 Fax :+6-03-7727-6223
Email : ebaergm@pd. jaring.my
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont 'd)

However, the greatest potential for growth for the commercial table eggs
industry would stilt be found in the export market. Being increasingly export
oriented, the industry depends on the ability of local producers to gompete in
international markets. The implementation of World Trade Otganizalion {WTQ)
and Asean Free Trade Area [AFTA) will open new opportunities for export of
eqgs while at the same time facilitate the campetitive sourcing of raw materials,
Aithough statistics show that Malaysian egg producers have successfully
pangtrated the ASEAN markats, ample opporiunities are found in petentially
lucrative markets like Hong Kong, Japan, Taiwan, Vietnam, China and the Middle
East.

Undoubtedly, the damand for processed eggs will ingrease graduatly as
automation reptaces labor in the food manufacturing industry. The question
handigd about lieg in whether this demand can be met from local sources as
manufacturing facilities for value added egg products reguire high capital
investment. With a more liberal trading environment in the regional context of
AFTA, the viebility of such a spin-off will be enhanced. Easier accessibility to
the potentially larger markets will furthar enceurage such a development {o
materialize. Economics will thus play a crucial rcle in delermining the
satisfactary outcome in this value added egg products sub-secter.

Besides price and quality being the main considerations in influencing
succassful export market strategies, more efforts need to be channeled into
international promotions. At present mest producers have been relying on
advertisemenis in trade publications.

Market fiberalization under the World Trade Crganization {WTQ) wil! render the
industry more vulnerable to international compaetition in 2 currently protected
market. At the regional level, the Common Effective Preferential Tariff (CEPT)
atms to achieve a piatiorm for frea trade amang ASEAN countries similar to that
of the European Unioa, with import duties reduced belween zero to five percent,
tn view of the increased compaetition from potentially higher leve! of impoarts from
other ASEAN countries, Malaysia's egy producers should gear themseives for
the challenges posed by ths implementation of the Asean Free Trade Area
(AFTA).

Daspite being incorporated in 1994, Huat Lal Resources Berhad has chalked up
an impressive performance comparable io existing public listed competitors,
making it a force ic be reckened with in the industry. For the financial year
ended 31 December 2004, the company achieved a total sales turnover of

Malin Office : Saite 1819, Bleck A, Lave! 13, Damanxars Intan, Jalaa 55 20727, 47400 Petaling

Jaya, Sclangor, MALAYSIA. Tel. i+&-03-TT27-611% Fax :+6-03-TF2T7-6222
Email : abntegm@pd. jering. my
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont 'd)

approximately RM82 millian. As a fully inlegrated layer farm cperator with a
well-developed gonsumer recognition and distribution ¢hannels, it should expect
nat only te maintain but further strengthen its position in the face of increasingly
keen compsetition.

The market environmeant ls considered open and favorabte for producers in the
layet chicken industry. Investment in machinery and technology Is encouraged
as firms move away from traditional farming, which is labor intensive to full
automation. Farm operations that are incraasingly becoming more integrated will
ke rendered less dependent an import of feed meal. As for sophisticated
machinery, some will need to be sourced from other countries but with
government policies favaring the restrusturing of farming systems, this form of
bartier of entry will not be insurmountable.

It is evident that operating know-how, R&D and tight bic-security measures are
additionally vi{al aspects in a sustainable operation. The ¢ost of seiting up
operational facilitiss would involve tite purchase of fand, plant and machinery
and R&D on bic-technology.

The layer chicken industry has benefifed tremendously from productivity
increases as a result of improved breeds of layer chickens. An iniensive
production system also requites the efficlant management of farm efflusnts,
Stringent enforcemant of effiuent conlrol in chicken farms necessitates the
installation of effluent contro! systems that incur substantial costs.

Barriers to the industry therefore oconsist of high capital invesiment, bio-
technical expertise, farm management knowledge, skitlled manpowar, access to
reliable and good quality sources of raw materials, effective distribution
chahnels and strong demand cenditlons.

Since eggs are a relatively cheap source of protein, consumption is not very
sensitive to economic fluctuations. As profit margins are rather low in the
industry, production cost has to be kept low and moniicred giosely in order that
what littte margin is not eliminated. Production levels are also adjusted so as to
atleviate any axcess supply that would dampen ex-farm prices.

With increased awareness of healthier dietary consumpfion of food, producers
are moving towards producing eggs with lower sholestero! or higher Omega 3

Main Office : Suite 1319, Dlock A&, Lave! 1), Damansars Intan, Jelaa 55 20727, 47400 Petaling

Jaya, Sclangor, MALAYSIA. Tel. i+&-03-TT27-611% Fax :+6-03-TF2T7-56222
Email : ocbnsrgm@pd. jering. my
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont 'd)

contents, These improved varieties come with proper labeling and are packed in
special casings ang secld in modern retail establishmaents. Prices vary from 32
sen for large agge to 30 sen for the medium size ones. Competition within this
category is more limited as not all producers have the required financial and
blo-technical capabilities.

Changes in lifestyle also created a demand for processed aggse in the tiquid,
frozen or powdered form. While demand for such producis for such processed
eggs Is on the risae, as yet no acoenomias of scale exist ta justify the high cost of
investment hecessary for setting up an egg processing plant, Currently the
demand is met by imports.

Factars integral in staying competitive in the layer chicken industry would
include strong tachnotogica!l base, industry experlise, product innovation, R&D
capabilities, credible standing in quality output, high delivery reliability with
capaoity to produce on a large scale and a strong axport clientele base,

Egg farmers distribute their products locally through ksy wholesalers accarding
to geographical locations or export fo wholesale distributors in Importing
countrias. The eggs may or may net be {abelad and are of different price range
due to the different grades avallable. It is vital for egg producers to enjoy a
long-term relationship with both the jocal or overseas distributors. Egg
producers intent an entering the markst will meet with stiff resistance from
existing wholesalars and distributors as they tend to be loyaf to established
supptiers,

The layer industry has relied substantiaily on imported feedstuff and feedstuff
ingredients such as wheat, soyabean meal, corn and cottonseed grains from the
USA, Argentina, India and China and maechinery from developed nations
aspecially the European Union. The risk sssociated with the supply of imports of
faed ingredients is that they ara often subjected to price instability causing
uncertainty in the cost of preduction,

Producers are now installing feedmill facilities in their operaticnat outfit to
ansure greater refiability in supply andg stability of feedstuff. This is also in line
with the grawing emphasis on food quality expected by consumers. Not only will
producers have control over determining the quality of the feedstuff by sourcing
for bettar quality feed ingredients, the formulation of the feedstuff can be
sitered accordingly for the production of the various speclaity aggs e.g lower

Main Office : Suite 1319, Dlock A&, Lave! 13, Damansars Intan, Jelan 55 20727, 47400 Petaling

Taya, Selangor, MALAYSIA. Tel. ;+6-03-7T727-6113 Fax :+6-03-TT2T-6223
Email : abntegmipd. jering. my
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Company No: (323273-T)

13. INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont 'd)

cholesterol, Vitamin E and Omega-3 eggs. Ancther obvious incentive in
instafting fesdmill facilittes within farm operations is that such a move can
effectively reduce the cost of feedmeal and hence the cost of production.

Since the shift from small farm flocks to large commercial operations, some
managed by public listed companies, the poultty industry has depended on
imported genelics materiai as animal resources. However, the industry has
employed such imported resouices in the most efficient and competitive mannar,

The adoption of imported production technology predominantly from the
European Union has not only increased efficiency but also reduced lahor cost, a
key factor that has propeiled the industry forward espegiatly in the last decade.
The industry wHl ultimately be better prepared to face the chalienges ahead
once trade liberalization under WTO and AFTA comes into effest,

The future viability of Huat Lai Resources Berhad looks promising as iis
products are targeted at a large consumer market that is expected to graw with
rising population and increase in disposable income. The uniapped potential
arising from tha eventual larger liberalized market under AFTA and the stable
prices of raw materials are additional contributing factors,

Sinte its corporatization, the Group has coniinuousiy endeavored to produce
high quality eggs and has been successful in servicing a broad consumer basa.
The Group is slso aituned to the changing consumer taste and consistentiy
responds to this. |ts high capital investment and application of technology has
led to higher productivity and effictency. The Group has also turned in an
impreasive financlal parformance yesarly, with total turnover and profif
comparable to other listed layer eperators.

Like other layer oparaters ip the industry, the Group faces challengas inherent
in the industry, such as intense competition from local producers and
particufarly from international producers in the impending liberalized economic
environment.

The company despite being in the industry for over 7 years possesses the vital
strengths that would continue to render it less susceptible to industry
fluctuations and econemic changes compared with less resilient playsrs in the
market.

Main Office ¢ Suite 1319, Plock A, Lave! 13, Damansaras Intan, Jealaa 55 20727, 47400 Petaling

Jaya, Sclangor, MALAYSIA. Tel. :+&-03-TT27-611% Fax :+6-03-TF2F- 56222
Email : abnsrgm®pd. jaring.my
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Company No: (323273-T)

13.

INDEPENDENT MARKET RESEARCH CONSULTANT REPORT (cont 'd)

ABNER

_e—

Huat Lai Resources Berhad, a fully integrated layer farm operation with its own feedmill
factary, and whose business activily falls under the industry of food production is a vital
sector of the Malaysian econamy. This sestor is a major employer of local fabor and a
gigniticant contributor of foreign exchange earnings as exports represeni an increasing
proportion of industry output.

In the light of the econemic recovery and expected continuous, albsit modest growth in
the economy, the Group is lecking forward te capturing a larger market share. In line
with the Group’s expansion plan, RMG.0 million was invested in setling up egg tray
producing facility which commenced produgction in Qctober 2001. Not only has economies
of scale justified the decision to embark on such a venture, the assurance of a sieady
supply of egqg trays and a polaniial source of revenue are also important considerations.

It is expected that with the liberal trading environment, the probability of processed egg
products entering the consumer market witl be significantly higher. The expected bid by
the local industry to captura a share of this largely untapped market could provide the
needed catalyst for investments to materialize in this sector. Easier access to poteatiatly
targer regional markels will also be the additional impetes. Being cogaizant of such
developmentis, Huat Lai Resources Berhad has plans to make forays into this potentially
lucrative processed egg market, namely pasieurized egg by the year 2004.

The Group's aggressive foray will not only altow the company to exploit the currency
situation to its advantage but will contribute to propeliing the egg sector into a Malaysian
powerhouse within the BIMG-EAGA region. This will allow the Malaysian egg industry to
compete with other poultry exporting nations and contribute to the country's international
competitiveness,

Yours truly,

ABNER (S.E.Asi Bhd.

Mrs Helen S. P. LiM "‘p\

Diractor

Main OffFica : Suite 1319, Bleck A, Level 13, Dowmenzaro Intan, Jalan S5 20727, 47400 Petaling
Jaya, Selangor, MALAYSIA. Tel. :+6-03-T7F2T-6113 Fax :+6-03-7227-5228
Email : abnergm@®pd. jering . my
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14.

DIRECTORS’ REPORT

%ﬁ‘% }TQ iéi:' i‘}?‘ ﬁ F& }L\\ é] {Co. No: 323273-T)
HUAT LAI RESOURCES BERHAD

{Farmerly known as Huat Lai Resources Sdn. Bhd. and previcusly as Huat Lai Agriculture Sdn. Bhd.)
PT. 1678, Mukim of Serkam, 77300 Merlimau, Melaka, Malaysia.
u Tel : 606-2686315 (hunting) Fax : 606-2686327

Email : huatlai@pd jaring. my

Date : 13 May 2002

The Sharcholders ol

Huat Lai Resources Berhad (323273 -T)
Unit 124, 12" Floor

Bangunan Yayasan Mclaka

Jalan Hang Tuah

75300 Melaka

Dear Sir/Madam,

On behalt of the Directors of Huatl Lat Resources Berhad ("HLRB™), I report after due  inquiry that
during the period from 31 December 2001 (being the dale to which the latest audited financial
statements ol HLRB and its subsidiary (“HLRB Group™) have been made up)to 9 May 2002

{being u date nol carlicr than fouricen days {14) betore the issuc ol this Prospectus):

(a) the business of HLRB Group has, in the opinion of the Dircctors, been satistactorily
maintaincd;
(b) in the opinion of the Directors, noe circumstances have arisen subsequent 1o the last audited

{finuncial statements of the IILRB Group which have adversely allected the trading or the
valuc of the assets of the HLRB Group;

(c) the current assets of the HLRB Group appear in the books at values which are believed 1o be
reatisable in the ordinary course of business;

(d) there are no contingent liabilities by reason of any guarantees given by the HLRDB Group; and

(e) save as disclosed in the Accountants” Report and the Proforma Consolidated Balance Sheet in
the Prospectus, there have been no changes in published reserves nor any unosu al factors
allfecting the prolit of the HLRB Group since the last audited financial statements of HILRB
and its subsidiaries.

Yours faithfully
For and on behall of the Board of Directors of
Huat Lai Resources Berhad (323273-T)
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