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JB LAU & ASSOCIATES Jalan Sultan Ahmad Shah P 002279828

CHARTERED ACCOUNTANTS 10050 Penang, Malaysia. E-mail:  enquiry@jblau.com.my

DATE : 12 March 2004

The Board of Directors
Boon Koon Group Berhad
51-8-B Menara BHL Bank
Jalan Suftan Ahmad Shah
18050 Penanyg

Malaysia

Lady/Gentlemen,

1. INTRODUCTION

This report has been prepared by JB Lau & Associates, an approved company auditor, for inclusion
in the Prospectus to be dated 19 March 2004 in connection with the Public Issue of 13,600,000
ncw ordinary shares of RM0.50 each and Offer for Sale of 9,396.000 ordinary shares of RMO0.50
each in Boon Koon Group Berhad (hereinafter referred w as “BKG” or “Company™) at an
Issue/Offer Price of RM1.00 per ordinary share of RM0.50 each and the listing and quotation of
its entire issued and paid-up share capital of 80,000,000 ordinary shares of RMO0.50 each on
the Second Board of Malaysia Securities Exchange Berhad (“*MSEB™).

2. LISTING SCHEME

In conjunction with the listing of and quotation for the entire enlarged issued and paid-up share
capital of BKG on the Second Board of the MSEB, the Company undertook the following listing
scheme which was approved by the Mmistry of International Trade and Industry (“MITI") | the
Foreign Investment Committee (“FIC”) and the Securities Commission (“SC”) on the dates set out
below :

Authority Date of approval

MITI 23 July 2003
SC/FIC 31 October 2003 and 31 December 2003

(1) Acquisition of the entire share capital of Boon Koon Vchicles Industries Sdn. Bhd,
(“BKVI") comprising 11,673,640 ordinary shares of RM1.00 each for a total consideration
of RM32.402,971 satisfied by the issue of 30,568,841 new BKG ordinary shares of
RM1.00 each at an issue price of approximately RM1.06 per ordinary share,

(i1} Acquisition of the entire share capital of First Peminsula Credit Sdn. Bhd. (“FPC”)
comprising 299,200 ordinary shares of RM1.00 each for a total cash consideration of
RM683,443,
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(iii) Acquisition of 65% of the share capital of Boon Koon Marketing (East Malaysia) Sdn.
Bhd. (“BKM™) comprising 65,000 ordinary shares of RM1.00 each for u ictal cash
consideration of RM212,085,

(iv) A Rights Issue of 2,631,157 ordinary shares of RM1.00 each by BKG at an issue price of
RM1.00 per ordinary share on the basis of approximately 86 new ordinary shares for every
1,000 ordinary shares held after the above mentioned acquisitions,

{v) A split of the par value of ordinary shares of BKG from RM1.00 to RMO.50 each per
ordinary share, which accordingly increases the enlarged share capital from 33,200,000
ordinary shares of RM1.00 each to 66,400,000 ordinary shares of RM0.50 each,

{vi) A Public Issue of 13,600,000 new ordinary shares of RMO0.50 each at an issue price of
RM1.00 per ordinary share,

(wii) An Offer for Sale of 9,396,000 ordinary shares of RM0.50 each at an offer price of
RM1.00 per ordinary share, and

{viil}  An Employee Share Option Scheme of 8,000,000 new ordinary shares of RM8.50, being
the 10% of the enlarged share capital of 80,000,000 ordinary shares of RMO0.50 each at an
assumed exercise price of RM1.00 per share (“ESOS”).

3 GENERAL INFORMATION

31 Background
Boon Koon Group Berhad was incorporated on 16 July 2001 as a public limited company.

The principal activity of the Company is that of investrent holding.

3.2 Share Capital

At the date of incorporation, the authorised share capital of the Company was RM 100,000
comprising 100,000 ordinary shares of RM1.00 each and its issued and paid-up share
capital was RM2.00 comprising 2 ordinary shares of RM1.00 each.

Its authorised share capital was increased to RM30,000,000 on 7 January 2004 by the
creation of an additional 49,900,000 ordinary shares of RM 1,00 each.

The par value of RM1.00 was subdivided into RM0.50 pursuant to a members’ circular
resolution dated on 12 February 2004.

JB Lau & Associates
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The changes in the Company’s issued and fully paid-up share capital are summarised

below :
Number of
ordinary shares
Date of RM1.00 */ Total issued and
of RMO0.50 each paid-up
allotment Consideration allotted share capital
RM
16 July 2001 Subscribers’ shares *2 2
7 January 2004 Allotment in consideration * 30,568,841 30,568,843
for the acquisition of 100%
equity interest in BK'VI
11 February 2004  Rights issue on the basis of * 2,631,157 33,200,000
approximately 86 new
ordinary shares for every
1,000 ordinary shares of
RM1.00 each held at an
issue price of RM1.00 each
12 February 2004  Subdivision of RM1.00 into 66,400,000 33,200,000
RM0.50
33 Subsidiary Companies
The details of the subsidiary companies of BKG are as follows ;
Issued and paid-
Name Date / Place up share capital
of of as at 31 October  Equity Principal
company incorporation 2003 interest activities

BKVI 22 November 1991 RM11,673,640 100%  Manufacture and
Malaysia assembly of
commer¢ial vehicles
and the provision of
its related services

FPC 21 May 1983 RM299,200 100%  Provision of hire
Malaysia purchase financing
and operating as an
insurance agent

BKM 19 July 1995 RM100,000 65% Sale of commercial
Malaysia vehicles and the
provision of related
services

JB Lau & Associates
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34 Basis of Accounting and Accounting Policies

This report is based on the audited financial staterments which have been prepared in
accordance with applicable approved international accounting standards and/or applicable
approved accounting standards issued by the Malaysian Accounting Standards Board
where appropriate and is presented on a basis consistent with the accounting policies
normally adopted by BKG and its subsidiary companies, namely BKVI, FPC and BKM
(“BKG Group” or “Group”}.

35 Financial Statements and Auditors

We have been the auditors of BKG since its date of incorporation, We have been the
auditors of BKVI, FPC and BKM since the financial year ended 31 December 2000. For
the financial years ended 31 December 1998 to 1999, they were audited by another firm of
auditors.

The financial statements of all the companies within the Group for all the financial

years/period under review have been reported without any audit qualification and
modification.

4, DIVIDENDS

Save as disclosed below, no other dividends have been paid or declared by the BKG Group
for the financial years/period under review,

Dividend
Issued and rate Type
Year ended 31 paid-up (tax of Amount of
December capital exempt dividend  dividend paid
RM % RM
BKYVI
2003 11,673,640 10 Interim 1,167,364  *

* Declared on 31 December 2003 and paid on 6 January 2004

JB Lau & Associates
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5.1

SUMMARISED INCOME STATEMENTS

PROFORMA GROUY INCOME STATEMENTS

The summarised proforma consolidated results of BKG Group for the past five (5) financial vears
ended 31 December 2002 and ten (10) months period ended 31 October 2003 have been prepared
based on the audited financial statements of the companies in the BKG Group for illustrative
purposes after making such adjustments that we considered necessary and assuming that the BKG
Group had been in existence throughout the years/period under review.

Revenue

Earnings before
interest, depreciation,
taxation and
amortisation

Interest expense
Depreciation
Amaortisation
Operating profit
Exceptional item
Profit before taxation
Taxation

Profit after taxation

Pre-acquisition
profits

Minority interest

Net profit

No. of ordinary shares
in issue (*000)

Gross earnings per
share (sen}

Net earnings per
share (sen)

1.1.2003
—————— Financial year ended 31 December —-—---- to

1998 1999 2000 2001 2002 31.10.2003

RM'000 RM'W000 RM'000 RM'000 RM'000 RM'000
24,337 29,589 39,794 47,595 59,829 62,859
3,327 4,146 5,844 7,036 9,428 0,623
(183) (119) {235) (256) (582) (614)
(321) (369} (473) (740) (1,147 (1,111
(12) {12) (12) (12) (12) (12)
2,811 3,646 5,122 6,028 7,687 7,886
2,811 3,646 5,122 6,028 7,687 7.886
{830) 6 (1,119) {987) {1,643) (2,070)
1,931 3,652 4,003 5,041 6,044 5,816
. - - (%) . .
- - - 2 (83) {170)
1,931 3,652 4,003 5,034 5,961 5,646
30,569 30,569 30,569 30,569 30,569 30,569
9.20 11.93 16.76 19.72 25.13 3096 *
6.32 11.95 13,09 16.47 19.50 22.16*
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NOTES :
* Annualised
(i) The Proforma Group Income Statement for the financial year ended 31 December 1998

(ii)

(iii)

(iv)

(v)

comprises of BKVI only as FPC was not consolidated due to an oversight. However, no
adjustments were made as the impact on the group figures is immaterial.

For the financial years ended 31 December 1999 and 31 December 2000, the Proforma
Group comprises of BKV1 and its subsidiary company, namely FPC,

For the financial year ended 31 December 2001 and 31 December 2002, the Proforma
Group comprises of BKVI and its subsidiary companies, namely FPC and BKM.

The Proforma Group Income Statements have been prepared based on accounting policies
consistent with those currently adopted in the preparation of the audited financial
statements of the BKG Group.

All significant inter-company transactions have been eliminated from the Group results.

Revenue decreased by 53.72% for the financial year ended 31 December 1998 to RM24,34
million due to the siowdown of the economy as a result of the Asian financial crisis in the
previous year.

Profit before taxation improved by 1,444.51% over the previous financial year to RM2.81
million mainly due to higher margin eamned from the sale of reconditioned used
commercial vehicles and the reduction in expenses arising from the scale down in
operations as a result of the financial crisis.

Revenue increased by 21.58% for the financial year ended 31 December 1999 to RM29.59
million due mainly to the increased in the sale of new chassis/commercial vehicles, used
spare parts and hire purchase income that arose from the first year of consolidation of FPC.

Sale of new chassis/commercial vehicles comprising of prime movers and heavy duty
commercial vehicles increased mainly due to an increase in sales to a few major customers.
This increase is contributed by the reluctance of financial institutions to end-finance
imported reconditioned prime movers.

Sate of used spare parts increased due to a higher disposal of most of the used parts
accumulated over the financial years. The used spare parts were cannibalized from the
unused and discarded components, which arose from its manufacturing activities.

Profit before taxation improved by 29.70% over the previous financial year to RM3.65
million mainly due to the increased revenue and the profit contribution from the
consolidation of FPC.

JB Lau & Associates
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(v1)

(vii)

(viii)

(ix)

Revenue increased by 34.50% for the financial year ended 31 December 2000 to RM39.70
mitlion due mainly to the introduction of rebuilt commercial vehicles which contributed
RMS35.61 million to revenue, general increase in demand for bodyworks, reconditioned
commercial vehicles and new chassis/commercial vehicles.

Profit beforc taxation improved by 40.48% over the previous financial year to RM5.12
mijlion due to the increased revenue and improved profit margin recorded for rebuilt
commercial vehicles.

Revenue increased by 19.60% for the financial year ended 31 December 2001 to RM47.60
million due mainly to the substantial increase in rebuilt commercial vehicle sales which
contributed 46.14% of total revenue for the year as a result of a shift of concentration from
reconditioned commercial vehicles to rebuilt commercial vehicles, The acqusition of
BKM during the financial year contributed to revenue of RM0.37 million Sales from
bodyworks also increased by 25.47% compared to previous financial year, as a result of
the liberalisation of the transport/hanlage industries whereby more transport companies
were able to obtain the haulage licences and provide the relevant logistic services.

Profit before taxation improved by 17.69% over the previous financial vear to RM6.03
million due mainly to the increased revenue.

Revenue increased by 25.70% for the financial year ended 31 December 2002 to RMS59.83
million due mainly to the increased sale of rebuilt commercial vehicle which was
Facilitated by the increased production capacity and the full year of operations of BKM,
and used spare parts.

Profit before taxation improved by 27.52% over the previous year to RM7.69 million due
to the increased revenue and the increase in profit margin from the sale of rebuilt
commercial vehicles.

Annualised revenue increased by 26.08% for the financial period ended 31 October 2003
to RM62.86 million due mainly to a substantial order from Fast Fit Motor Sdn.Bhd., a
dealer in East Malaysia who secured a major contract to supply rebuilt commercial
vehicles for the agriculture industry, and an overall increase in the peninsular market. The
increase was also attributed to the increase in sales of reconditioned used commercial
vehicles as BKV] bought more trade in of reconditioned used commercial vehicles from
their customers in exchange for sale of rebuilt commercial vehicles to them.

Annualised profit before taxation improved by 23.11% over the previous year to RM7.89
million due to the increased revenue and improved profit margin as a result of the
substantial order mentioned above.

JB Lau & Associates
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(x)

(xi)

(xii)

(xiii)

The disproportionate tax charge for the financial year ended 31 December 1998 of 31.31%
was due to certain expenses disallowed as deduction for tax purposes and the omission of
certain capital aliowances claim for capital expendifure made by BKVI during that
financial year.

There was no current taxation charge for the financial year ended 31 December 1999 as it
was a tax waiver year. Taxation charge represented a reversal of deferred taxation and an
under provision for tax in prior years.

The disproportionate tax charge for the financial years ended 31 December 2000 to 31

December 2002 and financial period ended 31 October 2003 is due to the claim for
reinvestment allowance.

There were no exceptional and extraordinary items for the years/period under review,

The gross earnings per share is calculated based on the profit before taxation and on the
number of ordinary shares of RM1.00 each issued for the acquisition of BKVIL.

The net earning per share is calculated based on the net profit and en the number of
ordinary shares of RM1.00 each issued for the acquisition of BKVI.

JB Lau & Associates
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5.2

We get out below the audited results of the companies in the

periods/years under review :-

BKG Group for the relevant

BKG
16.7.2001 1.1.2003
to to
31.12.2002 31.10.2003
RM'000 RM'000
Revenue - ,
L.oss before interest, depreciation, taxation and ameortisation (3 (2)
Inierest expense - -
Depreciation - -
Amortisation - -
Operating loss (5 {2)
Exceptional item - -
Loss before taxation (3) (2)
Taxation - -
Net loss (3} (2)
Ne. of ordinary shares in issue 2 2
Gross loss per share {RM) (2,500) (1,200} *
Net loss per share (RM) {2,500} (1,200) *
NOTES:
* Annualised
(1) BKG was incorporated on 16 July 2001 and has not commenced operations as at 31

QOctober 2003, The loss incurred for the financial period ended 31 December 2002 was in
respect of preliminary and pre-operating expenses. The loss incurred for the financial
period ended 31 October 2003 was in respect of pre-operating expenses.

(ii) There is no current taxation charge for the financial perieds ended 31 December 2002 and

31 October 2003 as BKG has no chargeable income.

(iii) There were no exceptional and extraordinary items for the financial periods under review.
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(iv) The gross loss per share is calculated based on the loss before taxation and on the number
of ordinary shares in issue at the end of the financial periods.

(xiii)  The net loss per share is calculated based on the net loss and on the number of ordinary
shares in issue at the end of the financial periods.

BKVI
1,1.2003
—————— Financial year ended 31 December -—---- to
1998 1999 2000 2001 2002 31.10.2003
RM000 RM'000 RM'000 RM'000 RM'000 RM'000
Revenue 24,337 29,394 39,492 47,270 58,067 60,128

Earnings before

interest,

deprecization,

taxation and

amortisation 3,327 3,994 5,657 6,837 8,947 8,800
Interest expense (183) (121 (210 (245) (575) (611)
Depreciation (321) {368) {475) (729) (1,131) {1,090)
Amortisation {12} {12) (12) (12) (12) (12)
Qperating profit 2,811 3,493 4,960 5,851 7,229 7,087

Exceptional itfem - - - - - -

Profit before

taxation 2,811 3,493 4,960 5,851 7,229 7,087
Taxation (880) 6 (1,073) (937) (1,511 (1,857)
Net profit 1,931 3,499 3,887 4914 5,718 5,230

Weighted average
no. of ordinary
shares (*000) 500 704 7,964 10,747 11,674 11,674

Gross earnings per
share (RM) 5.62 4.96 0.62 0.54 0.62 0.73 *

Net earnings per
share {(RM) 3.36 497 0.49 0.46 0.49 0.54 *

JB Lau & Associates
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NOTES :
* Annualised
(i) Revenue decreased by 53.72% for the financial year ended 31 December 1998 to RM24.34

(i)

(iii)

(iv)

million due to the slowdown of the economy as a result of the Asian financial crisis in the
previous year.

Profit before taxation improved by 1,444.51% over the previcus financial year to RM2.81
million mainly due to higher margin earned from the sale of reconditioned used
commercial vehicles and the reduction in expenses arising from the scale down in
operations as a result of the financial crisis.

Revenue increased by 20.78% for the financial year ended 31 December 1999 to RM29.39
million due mainly to the increase in the sale of new chassis/commercial vehicles and used
spare parts.

Sale of new chassis/commercial vehicles comprising of prime movers and heavy duty
commercial vehicles increased mainty due to an increase in sales to a few major customers.
This increase is contributed by the reluctance of financial institutions to end-finance
imported reconditioned prime movers.

Sale of used spare paris increased due to a higher disposal of most of the used parts
accumulated over the financial years. The used spare parts were cannibalized from the
unused and discarded components, which arese from its manufacturing activities,

Profit before taxation improved by 24.26% over the previous financial year to RM3.49
million mainly due to the increased revenue.

Revenue increased by 34.35% for the financial year ended 31 December 2000 to RM39.49
million due mainly to the introduction of rebuilt commercial vehicles, which contributed
RM35.61 million to revenue and the general increase in demand for bodyworks,
reconditioned commercial vehicles and new chassis/commercial vehicles.

Profit before taxation improved by 42.00% over the previous financial year to RM4.96
million due to the increased revenue and improved profit margin arising from rebuilt
commercial vehicles.

Revenue increased by 19.70% for the financial year ended 31 December 2001 to RM47.27
million due mainty to the substantial increase in rebuilt conumercial vehicle sales which
contributed 47.78% of total revenue for the vear as a result of a shift of concentration from
reconditioned commercial vehicles to rebuilt commercial vehicles, Sales from bodywork
also increased by 25.47% compared to previous financial year, as a result of the
liberalisation of the transport/haulage industries whereby more transport companies were
able to obtain the haulage licences and provide the televant logistic services,

Profit before taxation improved by 17.96% over the previous financial year to RMS5.85
million due mainly 1o the increased revenue.

JB Lau & Associates
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v)

(vi)

{vii)

(viii)

(ix)

(0

Revenue increased by 22.84% for the financial year ended 31 December 2002 to RM58.07
million due mainly to the increased sale of rebuilt commercial vehicle which was
facilitated by the increased production capacity and used spare parts.

Profit before taxation improved by 23.55% over the previous year to RM7.23 million due
to the increased revenue and increase in profit margin from the sale of rebuilt commercial
vehicles.

Annualised revenue increased by 24.26% for the financial period ended 31 October 2003
10 RM60.13 million due mainly to an increase in sales of rebuilt commercial vehicles
brought about by an increase in demand from BKM and an overall increase in the
peninsular market. The increase was also attributed to the increase in sales of
reconditioned used commercial vehicles as BKVI bought more trade in of reconditioned
used commercial vehicles from their customers in exchange for sale of rebuilt commercial
vehicles to them. '

Annualised profit before taxation improved by 17.64% over the previous year to RM7.09
million due to the increased revenue,

The disproportionate tax charge for the financial year ended 31 December 1998 of 31.31%
was due to certain expenses disallowed as deduction for tax purposes coupled with the
omission of certain capital allowances claim for capital expenditure made by BKVI during
that financial year,

There was no current taxation charge for the financial year ended 31 December 1999 as it
was a tax waiver year, Taxation charge represented deferred taxation and under provision
for tax in prior years.

The disproportionate tax charge for the financial years ended 31 December 2000 to 31

December 2002 and financial period ended 31 October 2003 was due to the claim for
reinvestment allowance.

There were no exceptional and extraordinary items for the years/period under review,

The gross earnings per share is calculated based on the profit before taxation and on the
weighted average number of ordinary shares in issue of BKVI.

The net earning per share is calculated based on the net profit and on the weighted average
number of ordinary shares in issue of BKVI.

JB Lau & Associates
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FPC

Revenue

Earnings before
interest,
depreciation,
taxation and
amortisation

Interest expense
Depreciation
Amortisation
QOperating profit
Exceptional item

Profit before
taxation

Taxation

Net profit

Weighted average

no. of ordinary
shares (‘000)

Gross carnings

per share (RM)

Net earnings per

share (RM)

NOTES :

* Annualised

1.1.2003
——————— Financial year ended 31 December ———-—-- to
1998 1999 2000 2001 2002 31.10.2003
RM'000 RMW00 RMYWOD RM'O00 RM'000 RM'000
89 104 305 382 406 385
9 155 238 280 321 305
- - (77) (96) (83) (122)
- (1) - (11) (15) (13)
9 154 161 173 221 170
9 154 161 173 21 170
(2) - (46) (49) {39) (45)
7 154 I15 124 162 125
210 299 299 299 299 299
0.04 0.52 .54 0.58 0.74 0.68 *
0.03 0.52 0.38 0.41 0.34 0.50*
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ity

{i1)

(iii)

(iv)

(v)

(v1)

The financial year ended 31 December 1998 was the first year of operations under the
management of BKVI and FPC recorded revenue of RMO0.09 million and profit before
taxation of RMO0.01 million,

Revenue increased by 117.98% for the financial year ended 31 December 1999 to RM0.19
million due mainly to the reluctance of finance companies to finance reconditioned
commercial vehicles in weak market condition resulting from the financial crisis in the
previocus financial year.

Profit before taxation improved by 1,611.11% over the previous financial year to RM0.15
million due to increased revenue.

Revenue increased by 57.22% for the financial year ended 31 Decemiber 2000 to RM0,31
million due mainty to the introduction of rebuilt cornmercial vehicles and the increased
sale of bodyworks from BKVI, which led to increased hire purchase financing revenue for
FPC coupled with commission earned as a sub insurance agent.

However, profit before taxation increased by a lower margin by 4.55% over the previous
financial year te¢ RMO0.16 million due to finance cost imposed by BKVI on its working
capital advances to FPC.

Revenue increased by 25.25% for the financial year ended 31 December 2001 to RM0G.38
million due mainly to the increased hire purchase interest and insurance commission
earned as it obtained the licence to act as a general insurance agent.

Profit before taxation improved by 7.45% over the previous financial year to RM0.17
million due mainly to increased revenue.

Revenue increased by 6.28% for the financial year ended 31 December 2002 to RMO0.41
million due mainly to the increase in hire purchase interest income in line with the
improved revenue performance of BKVE

Profit before taxation improved by 27.75% over the previous year to RM0.22 million due
to the increase in revenue and lower expenses and interest expense.

Annualised revenue increased by 13.79% for the financial period ended 31 October 2003
to RM0.39 million due mainly to the increase in hire purchase intersst in line with the
improved revenue performance of BKVL

Annualised profit before taxation decreased by 7.69% over the previous year to RMO0.17
million despite the increased revenue due to lower competitive interest income rate
charged to customers in order to remain competitive in the industry while interest expense
increased due to additional financing taken to meet demand.

JB Lau & Associates
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(vii)

(viii)

(ix)

()

The disproportionate tax charge for the financial year ended 31 December 1998 was due to
the non-provision for deferred taxation.

There was no current taxation charge for the financial year ended 31 December 1999 as it
was a tax waiver year,

The effective tax rate for the financial years ended 31 December 2000 and 31 December
2001 approximates the statutory income tax rate.

The effective tax rate for the financial year ended 31 December 2002 was slightly lower
than the statutory tax rate due to 2 slight under provision of deferred tax.

The effective tax rate for the financial period ended 31 October 2003 represents a rate

lower than the statutory income tax rate due to the reduced tax rate on chargeable income
for the first RM{.1 million,

There were no exceptional and extraordinary items for the years/period under review.

The gross earnings per share is calculated based on the profit before taxation and on the
weighted average number of ordinary shares in issue of FPC.

The net earning per share is calculated based on the net profit and on the weighted average
number of ordinary shares in issue of FPC.

JB Lau & Associates
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BKM

Revenue

{Loss)/Earnings
before interest,
depreciation,
taxation and
amortisation

Interest expense
Depreciation
Amortisation

Operating
(loss)/profit

Exceptional item

{Loss)/Profit
before taxation

Taxation
Net (loss)/profit

Weighted
average no, of
ordinary shares

Gross
(loss)/earnings
per share (RM)

Net
(loss)y/earnings
per share (RM)

NOTES :

Annualised

1.1.2003
------- ---- Financial year ended 31 December - to
1998 1999 2000 2001 2002 31.10.2003
RM'0C00 RM'000 RM'000 RM'000  RM'000 RM'000)
- - - 567 10,381 15,984
(2) (1) (5 3 339 672
. - - s (1 (7
(2) (1) (5) 3 338 665
(2) 1) (5) 3 138 665
- - - (1) {102) (178)
(2) (1) (5) 2 236 487
3 3 3 10,962 100,000 100,000
(666.67) (333.33)  (1,666.67) 027 3.38 798 *
{666.67) (33333} (1,6606.67) 0.18 2.26 5.84 *
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(1}

(i1}

(iii)

(iv)

{1v)

(v)

(vi)

(vii)

For the financial years ended 31 December 1998 to 2000, BKM remained dormant and
accordingly had mmimal expenses.

BKM commenced operations on 3 December 2001 and recorded revenue and profit before
taxation of RM0.57 million and RM3,000 respectively.

Due to the short period of operation in the previous financial year of 1 month, there is no
significant basis of comparison except that the overall performance has improved. Revenue
increased significantly for the financial year ended 31 December 2002 to RM10.38 million
due to the full year of operations of BKM and the strong demand of its products in East
Malaysia.

Profit before taxation improved by 11,166.67% over the previous year to RM0.34 million
due to its full year of operations.

Annualised revenue increased by 84.77% for the financial period ended 31 October 2003
to RM 135,98 million due mainly to a subsiantial order from Fast Fit Motor Sdn.Bhd., a
dealer in East Malaysia who secured a contract to supply rebuilt commercial vehicles for
the agriculture industry.

Annualised profit before taxation improved by 136.09% over the previous year to RMU.66
million due to the increase in revenue and improved profit margin as a result of the
substantial order mentioned above.

There was no current taxation charge for the financial years ended 31 December 1998 10
31 December 2000 as BKM had no chargeable income.

The disproportionate tax charge for the financial years ended 31 December 2001 and 2002
was due to certain expenses disallowed as deduction for tax purposes.

The effective tax rate for the financial period ended 31 Octeber 2003 represents a rate

lower than the statutory income tax rate due to the reduced tax rate on chargeable income
for the first RMO.1 million.

There were no exceptional and extraordinary items for the years/period under review.

The gross (loss)/earnings per share is calculated based on the (loss)/profit before taxation
and on the weighted average number of ordinary shares in issue of BKM,

The net {loss)/earnings per share is calculated based on the net (loss)/profit and on the
weighted average number of crdinary shares in issue of BKM,
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6. SUMMARISED BALANCE SHEETS

6.1 PROFORMA CONSOLIDATED BALANCE SHEETS

As the acquisition of the subsidiary companies was only completed after 31 October 2003, it is
therefore impracticable to present consolidated balance sheets of the BKG Group throughout the
years under review and they were not significantly affected by transactions and balances between
the companies in the BKG Group except to the extent as stated in the notes below. Accordingly,
proforma consolidated statements of assets and liabilities of the BKG Group have only been
presented in respect of 31 October 2003 based on the latest audited balance sheets as at 31 October
2003, as shown in Section 7 of this Report. In addition, balances due from/to companies within the
BKG Group are disclosed in Section 6.2 of this Report.

6.2 The summarised audited balance sheets of BKG and its subsidiary companies based on their
respective audited financial statements as at the end of the financial periods/years under review are
as follows :

BKG
As at As at
31.12.2002  31.10.2003
RM RM
Current assets * *
Current liabilitics : (5) (8)
() (8)

Financed by :

Share capital * *
Accumulated losses {5) (8)
(5} (8)
Net tangible liabilities per
share (RM) (2,500.00) (4,000.00)
* Represents RM2
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BKVI

As at 31 December As at
1998 1999 2000 2001 2002 31.10.2003

‘000 RM'G00 RM'000 RM'00 RM'0G00 RM'000

Property, plant and

equipment 1,972 9,780 15,775 23,005 26,364 26,7432
Investment in
subsidiary companies 118 118 118 181 181 181
Goodwill 272 260 248 236 224 214
Current assets 11,563 16,581. 26,039 29,029 30,368 40,449
Current liabilities (11,046 (12,971) (21,466} (25,607) (24,237) {28,439)
Net current assets 517 3,610 4,573 3,422 6,131 12,010
2,879 13,768 20,714 26,844 32,900 39,148
Financed by :
Share capital 500 7,949 10,744 11,674 11,674 11,674
Retained profits 2,293 3,793 9,680 14,593 20,311 25,541
Shareholders® funds 2,763 13,742 20,424 26,267 31,983 37,215
Deferred taxation 20 - 113 500 703 795
Long term liabilifies 66 26 177 77 212 1,138
2,879 13,768 20,714 26,844 32,900 39,148

Net tangible assets
per share (RM) 5.04 1.70 1.88 2.23 2,72 3.17

The balances due from the related companies of BKVI after the acquisitions and included under
current assets are as follows :

Due from:
FPC a3 349 943 1,104 1,364 2,184
BKM - - - 546 2,264 4,532
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FPC

As at 31 December As at
1998 1999 2000 2001 2002 31.10.2003
RM'W000 RM'W00 RM'0O00 RM'WO00 RMYWOO RM'000

Property, plant and

equipment 4 4 233 300 291 311

Current assets 1,089 1,531 2,146 2,353 1,877 2,722

Current liabilities (966) {1,254) (1,983} {2,061) {1,470) (2,218)

Net current assets 123 277 . 163 282 407 504
127 281 396 598 698 815

Financed by :

Share capital 299 299 299 299 299 299

(Accumulated

losses) / Retained

profits {172) (18) 97 222 384 509

Shareholders’ funds 127 281 396 521 683 808

Deferred taxation - - - 7 1 7

Long term liabilities - - - 70 14 -
127 281 396 548 698 815

Net tangible assets '
per share (RM) 0.42 0.94 1.32 1.74 2.28 2.70

The balances due to the related company of FPC after the acquisitions and included under current
liabilities are as follows :

Dueto:

BKV1 93 349 943 1,104 1,364 2,184
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BKM

As at 31 December As at
1998 1999 2000 2001 2002 31.10.2003
RM'000 RM'000 RM'0O00 RM'000 RMM'000 RM'000

Property, plant

and equipment - - - 6 13 55

Expenditure

carried forward 4 4 - - - -

Current assets 17 17 17 806 2,942 5,097

Current liabilities (27) (28) (29 (722) (2,628) (5,236)

Net current

(liabilities) / asscts (10) (11) {12) 84 314 761
{0) (7) (12} o) 327 816

Financed by :

Share capital * * * 100 100 100

(Accumulated

losses) / Retained

profit (6) (N {(12) (10) 226 713

Shareholders’

funds (6) (7 (12) 90 326 813

Deferred taxation - - - - 1 3
{6) (N - (12) 90 327 816

Net tangible

(liabilities) / assets

per share (RM) (3,333.33) (3,666,67} (4,000.00) 0.90 3.26 8.13

* Represents RM3

The balances due to the related company of BKM after the acquisitions and included under current
liabilities are as follows :

Due to :

BKVI - - - 546 2,264 4,332
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7. DETAILED STATEMENTS OF ASSETS AND LIABILITIES

The statements of assets and liabilities of BKG and the Proforma BKG Group are provided for illustrative
purposes only and are prepared based on the audited financial statements of the companies in the BKG
Group as at 31 October 2003 and on the assumption that the listing scheme as mentioned in Section 2 was

effected on 31 Qctober 2003,

Proforma Group

) an (m av)
After (II)
Share Split,
After (1} Public Lssue
Audited and and After (I1D
BKG as at After the Rights Utilisation of and
31.10.2003  Acquisitions Issue Proceeds ESOS
Note RM'000 RM'000 RM000 RM"000 RM'G00
Property, plant and equipment 8.3 - 27110 270106 27.110 27110
Goodwill 8.4 - 214 214 214 214
Current assets
Inventories 8.5 - 22,703 22,703 22,703 22703
Trade debtors 8.6 - 12,595 12,995 12,995 12,993
Other debtors, deposits and
prepayments 8.7 - 762 762 762 762
Tax recoverable - 6 i} 6 6
Fixed deposits with licensed banks &8 - 3,776 3,776 3.776 3,776
Clash ang bank balances 8.9 * 2,074 4,703 6,470 14,470
* 42,116 44 947 46,718 54,718
Current liabilities
Trade creditors - 3,608 3,608 3,608 3,008
Other creditors and accruals 8.10 8 2736 2,736 2,736 2,736
Amount due to directors 8.11 - 144 144 144 144
Dividend payable - 1,167 1,167 1,167 1,167
Bank borrowings 8.12 - 21,992 21,992 12,592 12,592
Pravigion for taxation - 707 707 707 707
8 30,354 30,354 20,954 200,954
Net current (liabilities) / asseis (&) 11,962 4,593 25,764 33,764
(8) 39,286 41,917 53,088 61,088
Financed by :
Share capital 8.13 @ 30,509 33,200 40,000 44,006
Share premium 8.14 - 1,834 i,834 7,034 11,034
Reserve on consolidation 8.15 - 4,702 4,702 4,702 4,702
Accumulated losses {5} (8) (8) (&) (&)
Shareholders® funds (8) 37,097 39.728 51,728 59,728
Minority interest 284 284 284 284
Deferred taxation 8.16 - 767 7607 767 767
Long term liabilities 817 - 1,138 1,138 309 300
{8) 39,286 41917 53,088 61,088
No. ot ordinary shares in issue @ 10,569 ¥ 33,200 " 80,000 1 $8.000 1
Net Tangible (Liabilities) /
Assets {8) 36,883 39,514 51514 59514
Net tangible (liabilities) / assets
per ordinary share (RM) (4,000.00) 1.2} 1.19 0.64 0.68
* Represents RM2.00
fir) Represents RM2.00 comprising 2 ordinary shares of RM1.00 each.
it Ordinary shares of RM1.00 each.
fci Grdinary shares of RMG.50 each.
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NOTES TO THE STATEMENTS OF ASSETS AND LIABILITIES

8.1

8.2

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements have been prepared in accordance with the provisions of the
Companies Act, 1965 and applicable approved accounting standards issued by the
Malaysian Accounting Standards Board.

SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies are adopted by the Group and the Company and are
consistent with those adopted in the previous financial years except for the adoption of
MASB 25 — Income Taxes for the first time during the financial period.

The adoption of MASB 25 did not give rise to any adjustments to the opening balances of
retained profits of the prior and current period or to changes in the comparative figures.

(a) Accounting Convention

The financial statements of the Group and of the Company are prepared under the
historical cost convention unless otherwise indicated in the accounting policies
below and comply with the provisions of the Companies Act, 1963 and applicable
approved accounting standards in Malaysia.

(b} Basis of Consolidation

The financial statements of the Group include the andited financial statements of
the Company and all its subsidiary companies made up to the end of the financial
period/year. Subsidiary companies are those companies in which the Group has a
long term equity interest and where it has power to exercise control over the
financial and operating activities so as to obtain benefits therefrom. Subsidiary
companies are consolidated using the acquisition method of accounting.

Under the acquisition method of accounting, the results of the subsidiary
companies acquired or disposed of are included from the date of acquisition or up
to the date of disposal. At the date of acquisition, the fair values of the subsidiary
companies’ net assets are determined and these values are reflected in the
consolidated financial statements. The difference of the cost of acquisition over
the fair value of the Group’s share of the subsidiary companies’ identifizble net
assets at the date of acquisition is reflected either as goodwill or reserve on
consolidation, as appropriate. Goodwill on consolidation is reviewed at each
balance sheet date and will be written down for impairment where it is considered
necessary.

Inter-company balances, transactions and resulting unrealised gains are eliminated
on consclidation and the consolidated financial statements reflect external
transactions only, Unrealised losses are eliminated on consolidation unless costs
cannot be recovered. Where necessary, adjustments are made to the financial
statements of the subsidiary companies to ensure consistency of accounting
policies with those of the Group.
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(¢

(@)

(e)

M

Minority interest is measured at the minorities’ share of the fair values cf the
identifiable assets and liabilities of the acquiree company. Separate disclosure is
made of minority interest.

Property, Plant and Equipment

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

Property, plant and equipment are depreciated over their estimated useful lives on
a straight line basis at the following annual rates :

Building and shophouse 2%
Machinery and factory equipment 10% - 20%
Office equipment, fumiture and fittings 8% - 20%
Maotor vehicles 20%

Freehold land is not amortised as it has an infinite life.

During the financial period, long leasehold land with lease period ranging from
880 to 882 years was converted by the land office to freehold land.

Investment in Subsidiary Companies

Investment in subsidiary companies which is eliminated on consolidation is stated
at cost less accumulated impairment losses in the Company’s financial statements.
The policy for the recognition and measurement of impairment losses is in
accordance with the accounting policy as set out in (I) below.

On disposal of investment in subsidiary companies, the difference between net
disposal proceeds and their carrying amount is charged or credited to the income
statement.

Goodwill

Goodwill arising on purchase of partnership business represents the excess of the
purchase consideration over the share of the fair values of the identifiable net
assets of partnership business at the date of acquisition,

Goodwill is recognised as an asset and is amortised evenly over a period of
twenty five years.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost of
finished goods and work-in-progress includes materials, direct labour and
attributable production overheads. Net realisable value represents estimated
selling price less all estimated costs to completion and cost to be incurred in the
selling of the finished goods.

Cost is determined on the first-in first-out basis.
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(g)

(b)

t)

(k)

U

Debtors

Known bad debts are written off and specific allowance is made for any debts
considered to be doubtful of collection.

Creditors

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

Provisions for Liabilities

Provisions for liabilities are recognised when the Group and the Company have a
present obligation as a result of a past event and it is probable that an outflow of
resources embodying economic benefits will be required te settle the obligation,
and a reliable estimate of the amount can be made. Provisions are revicwed at
each balance sheet date and adjusted to reflect the current best estimate. Where
the effect of the time value of money is material, the amount of a provisien is the
present value of the expenditure expected to be required to settle the obligation.

Hire Purchase

Property, plant and equipment financed under hire purchase are capitalised in the
financial statements and are depreciated in accordance with the accounting policy
as set out in (¢} above. Outstanding obligations due under hire purchase after
deducting finance costs are included as liabilities in the financial statements. The
finance costs are charged to the income statement over the period of the
respective agreements using the straight line method.

Revenue Recognition

Revenue from sale of goods is recognised in the income statement when the
significant risks and rewards of ownership have been transferred to the buyer.

Revenue arising from the provision of services is recognised on the dates the
services are rendered and completed.

Interest on hire purchase is recognised evenly over the period of financing on the
straight line method.

[nsurance commission is recognised on the accrual basis.
Impairment of Assets

At each balance sheet date, the Group and the Company review the carrying
amounts of their assets to determine whether there is any indication of
impairment, If any such indication exists, impairment is measured by comparing
the carrying values of the assets with their recoverable amounts. Recoverable
amount is the higher of net selling price and value in use, which is measured by
reference to discounted future cash flows.
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(m)

(n)

(0)

An impairment loss is recognised as an expense in the income statement
immediately, unless the asset is carried at a revalued amount, Any impairment
loss of a revalued asset is treated as a revaluation decrease to the extent of any
unutilised previously recognised revaluation surplus for the same asset. Reversal
of impairment losses recognised in prior years is recorded when the impairment
losses recognised for the asset no longer exist or have decreased.

Taxation

Taxation on the results for the year comprises current and deferred taxation.
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 at the balance sheet date.

Deferred taxation is provided for, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. In principle, deferred tax lLiabilities
are recognised for all taxable temporary differences and deferred tax assets are
recognised for all deductible temporary differences, unused tax losses and unuscd
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 utilized. Deferred taxation is not recognised if the temporary
difference arises from goodwill or negative goodwill or from the initial
recognition of an asset or liability in a transaction which is not a business
combination and at the time of the transaction, affects neither accounting profit
nor taxable profit.

Deferred taxation is measured at the tax rates that are expected to apply in the
period when the asset is realized or the liability is settled, based on tax rates that
have been enacted or substantively enacted at the balance sheet date. Deferred
taxation is recognised in the income staterment, except when it arises from a
transaction which is recognised directly in equity, in which case the deferred tax is
alse charged or credited directly to equity, or when it arises from a business
combination that is an acquisition, in which case the deferred taxation is included
in the resulting goodwill or reserve on consolidation.

Cash and Cash Equivalents

Cash comprises cash in hand and demand deposits. Cash equivalents are short
term and highly liquid investments that are readily convertible to known amount
of cash and which are subject to an insignificant risk of changes in value against
which bank overdraft balances, if any, are deducted.

Financial Instruments

Financial instruments are recognised in the balance sheet when the Group and/or
the Company have become a party to the contractual provisions of the instrument.
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Financial instraments are classified as liabilities or equity in accordance with the
substance of the contractual arrangement. Interest, dividends, gains and losses
relating to a financial instrurnent classified as a liability, are reported as expense
ar income. Distributions to holders of the fmancial instruments classified as
equity are charged directly to equity. Financial instruments are offset when the
Group and/or the Company have a legally enforceable right to offset and intend to
settle either on a net basis or to realise the asset and settle the liability
simultanecusly.

Financial instruments carried on the balance sheet include cash and bank

balances, debtors and creditors. The particular recognition methods adopted are
disclosed in the individual accounting policy associated with each item.

8.3 PROPERTY, PLANT AND EQUIPMENT

—amsnmeme PROFORMA GROUP --eemveeem
Accumulated Net book
Cost depreciation value
RM'000 RM'000 RM'000
Freehold land 11,570 - 11,570
Factory building and shophouse 11,272 526 10,746
Machinery and factory equipment 4,255 1,717 2,538
Office equipment, furniture and
fittings 2,014 673 1,341
Motor vehicles 2,220 1,305 915
31,331 4,221 27,110
PROFORMA GROUP

Included in the net book value of property, plant and equipment are motor vehicles with a
net book value of RM0.59 million being acquired under hire purchase loans.

The following net book value of property, plant and equipment are charged to financial
institutions for banking facilities granted to the Group as stated in Note &.12 and §.17

PROFORMA
GROUP
RM’000

Freehold land 10,939
Factory building and shophouse 10,746

21,685
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8.4 GOODWILL

PROFORMA
GROUP
RM"000
Goodwil]l on purchase of partnership business
Arising from the acquisition of subsidiary company 214
8.5 INVENTORIES
PROFORMA
GROUP
RM’000
At cost
Raw materials 7,924
Work-in-progress 5,467
Finished goods 9,312
22,703
8.6 TRADE DEBTORS
PROFORMA
GROUP
RM’00
Hire purchase debtors 3,225
Unearned interest income (579
2,646
Other trade debtors 10,472
Allowance for doubtful debts (123)
12,995
Receivable :
Within one year 12,065
More than one year and less than five years * 930
12,995
* Represents portion of hire purchase debtors which is due after twelve months.
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8.7

8.8

8.9

Included herein are amounts due from the following related parties :

PROFORMA
GROUP
RM*000
Angkasa Barisan Sdn. Bhd. 2
Austnet Computer Sdn. Bhd. 1

Please refer to Note 8.21 for related party relationship.

OTHER DEBTORS, DEPOSITS AND PREPAYMENTS

PROFORMA GROUP

Included herein is an amount of RVE0.001 million due from Ausmet Computer Sdn. Bhd..
Please tefer te Note 8.21 for related party relationship.

FIXED DEPOSITS WITH LICENSED BANKS

PROFORMA GROUP

The fixed deposits are pledged to licensed banks for banking facilities granted 1o the
Group.

The average effective interest rate of fixed deposits for the Group at balance sheet is
4.00% - 4.05% per annum.

CASH AND BANK BALANCES

PROFORMA

GROLP

RM’000
Balance as at 31 October 2003 *
Arising from the Acquisitions of subsidiary companies 2,074
Proceeds from Rights Issue 2,631
After Acquisitions and Rights [ssue 4,705
Proceeds from Public Issue 13,600
Repayment of bank borrowings {10,229)
Payment of listing expenses {1,600}
Proceeds [rom ESOS 8,000
After Acquisitions, Rights Issue , Share Split, Public Issue,
utilisation of proceeds and ESOS 14,476

*  Represents RM2
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8.10 OTHER CREDITORS AND ACCRUALS

PROFORMA GROUP

Included herein is an amount of RMO0.002 million due to Austnet Computer Sdn. Bhd..
Plcase refer to Note 8.21 for related party relationship.

8.11 AMOUNT DUE TO DIRECTORS

PROFORMA
GROUP
RM’000
Directors of the Company
Goh Boon Koon 14
Lee Teoh Kee k]
Director of a subsidiary company
Tan Poo Chuan 100
144

The amount due to certain directors of the Company is non-trade related, unsecurcd,
interest free and has ne fixed terms of repayment.

8.12 BANK BORROWINGS

e mm e PROFORMA GROUP rremeomaemene
After the
Acquisitions,
Rights Issue,
Share Split
and Public After
Issue Repayment Utilisation
RM’000 RM’000 RM*000
Bank overdrafts 343 - 343
Bankers’ acceptance 21,588 {9.400) 12,188
Term loans {Note 8.17) 61 - 61
21,992 (9,400) 12,592

The bank borrowings are repayable within one year.

JB Lau & Associates
215



| Company No: 553434-U |

10. ACCOUNTANTS' REPORT (Cont’d)

The average effective rates of bank borrowings (cxcluding term loans) per anoum at
balance sheet date are as follows :

%
Bank overdrafts 7.25-7.50
Bankers acceptance 2.35-3.14

The bank borrowings except term loans are secured by way of :

{1) legal charges over certain landed properties of the Group,
(ii) pledged of certain fixed deposits of the Group and
(iii} joint and several guarantee of certain directors of the Group.

The bank overdrafis bear interest at the rate of 1.25% te 1.50% per annum above the
lenders” base lending rate while interest for bankers’ acceptance is charged at the lenders’
prevailing discount rate.

The details of security and interest rate for the term loans are stated in Note 8.17.

RM9.40 million of the proceeds from the Rights and Public Issues is utilised to reduce the
bankers’ acceptances.

8.13 SHARE CAPITAL

PROFORMA
COMPANY GROUP
RM’000 RM000
Authorised
Ordinary shares of RM1.00 each 100 50,000
Issued and fully paid :
Ordinary shares of RM1.00 each
As at 31 October 2003 * *
Issued as consideration for the Acquisition
of BKVI - 30,569
Rights Issue - 2,631
Public Issue - 6,800
ESOS - 4,000
* 44,000

* Represents RM2
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8.14 SHARE PREMIUM

PROFORMA
GROUP
RM’000
Share premium from :
Issue of shares for the acqguisition of BKVI at a premiumn: of
approximately RMO0.06 per share 1,834
Public issue of 13,600,000 ordinary shares of RM0.50 each at
a premium of RMO0.50 per share 6,800
Less : Estimated listing expenses (1,600)
ESOS of 8,000,000 ordinary shares of RMO0.50 each at a
premium of RMO.5( per share 4,000
After the Acquisitions, Rights [ssue, Share Split, Public Issue,
utilisation of proceeds and ESQOS 11,034
8.15 RESERVE ON CONSOLIDATION
PROFORMA
GROUP
RM’000
Arising from the acquisition of subsidiary company 4,702
8.16 DEFERRED TAXATION
PROFORMA
GROUP
RM’000
Arising from the acquisition of subsidiary companies 767

Deferred taxation is represented by the excess of capital allowances over depreciation.
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8.17

LONG TERM LIABILITIES
—— PROFORMA GROUP ——--aemme-
After the
Acquisitions,
Rights Issue,
Share Split
and Public After
Issue Repavment Utilisation
RM’G00 RM*000 RM'000
Term loans
Principal sum 1,003 (829) 174
Less ; Repayable within
twelve months
included under
bank borrowings
(Note 8.12) {61) - {61)
042 (829) 113
Hire purchase creditors
Total amount payable 435 - 435
Interest in suspense {41) - {41)
394 394
Less : Payable within
twelve months
included under
other creditors and
accruals (198) - (198)
196 - 196
Repayable within a period
of more than one year and
less than five years 1,138 (829) 309

The average effective interest rates of term loans and hire purchase creditors per annum at

balance sheet date are as follows :

Term loans
Hire purchase creditors

The term loans are secured by way of :

{1} legal charge over freehold land, factory building and shophouse of the Group and

Yo

7.25-7.45
6.05-7.40

(ii) the joint and several guarantee of certain directors of the Company.
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8.18

8.19

8.20

CAPITAL COMMITMENTS
PROFORMA
GROUP
RM’000
Authorised but not contracted
For the purchase of property, plant and equipment 2,709

NUMBER OF EMPLOYEES

PROFORMA GROUP

The number of employees excluding executive directors at balance sheet date is 277.

FINANCIAL INSTRUMENTS

The Group’s financial risk management policy seeks to ensure that adequate resources are
available for the development of the Group’s business whilst managing its liquidity,
interest rate and credit risks. The Board reviews regularly the policies in place to manage
these risks as summarised below.

Liquidity Risk

The Group actively manages its debt maturity profile, operating cash flows and availability
of funding so as to ensure that all refinancing, repayment and funding needs are met. As
part of its overall prudent liquidity management, the Group maintains sufficient levels of
cash and cash equivalents to meet its working capital requirements.

Interest Rate Risk

The Group manages its interest rate exposure by maintaining a prudent mix of fixed and
floating rate borrowings. The Group actively reviews its debt portfolio, and nature of its
assets. This strategy allows it to capitalise on cheaper funding in a current low interest rate
environment and achieve a certain level of protection against interest rate hikes.

The information on maturity dates and effective interest ratcs of financial assets and
Habilities are disclosed in their respective notes.

Credit Risk

Credit risk, or the risk of counterparties defaulting, is controlled by the application of
credit approvals, limits and monitoring procedures. Credit risks are minimised and
monitored via sirictly limiting the Group’s associates to business partners with high
creditworthiness. Trade debtors are monitored on an ongoing basis via the Group’s
management reporting procedures.

The Group does not have any significant exposure to any individual customer or
counterparty nor dees it have any major concentration of credit risk related to any financial
instrument.
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The normal credit terms for trade debtors and creditors are 30 to 150 days. Other credit
terms are assessed and approved on a case-by-case basis.

Fair values

The carrying amounts of financial assets and financial liabilities of the Group and the
Company as at balance sheet date approximate their fair values.

8.21 RELATED PARTY TRANSACTIONS

PROFORMA
GROUP
RM’000
Rental income from a related party
- Austnet Computer Sdn. Bhd. 5
Sales to related parties
- Angkasa Barisan Sdn. Bhd. 8
- Austnet Computer Sdn. Bhd. 43
Purchase of raw material from a related party
- Sweet Home Furniture Sdn. Bhd. 82
Purchase of property, plant and equipment from related parties
- Austnet Computer Sdn. Bhd. 52
- Sweet Home Furniture Sdn. Bhd. 3
Related party relationship
Related party Relationship
Angkasa Barisan : A company in which certain directors of the Company,
Sdn. Bhd. ' namely Encik Abd. Ghani Bin Ali Kadir and Mr. Goh
Boon Leong have substantial financial interests.

Sweet Home Furniture : A company in which Madam Lee Teoh Kee, a director

Sdn. Bhd. of the Company has substantial financial interest,
Austnet Computer : A company in which Mr, Goh Boon Leong and Madam

Sdn. Bhd. Lee Teoh Kee, directors of the Company and Mr. Goh

Chin Aun, a director of a subsidiary company and a
person connected to Messrs Goh Boon Koon, Goh Ho
Seng, Goh Boon Siew, Goh Boon Leong and Madam
Lee Teoh Kee have substantial financial interests.

The directors of the Company are of the opinion that the above transactions have been
entered into in the normal course of business based on negotiated and mutual terms,
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8.22

PROFORMA NET TANGIBLE ASSETS PER ORDINARY SHARE

Based on the proforma staterment of assets and liabilities of the Proforma BKG Group as at
31 October 2003, the proforma net tangible assets per share after the Acquisitions, Righis

Issue, Share Split, Public Issue and ESOS is calculated as follows ;

Proforma net tangible assets (RIM’000) 59,514

Total number of ordinary shares of RM0.50 in issuc (‘000) 88,000

Proforma net tangible assets per ordinary share
of RM0.50 each {RM) 0.68

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
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#o

PROFORMA CONSOLIDATED CASH FLOW STATEMENTS

The consolidated cash flow statements of BKG and the Proforma BKG Group are provided for
illustrative purposes enly and are prepared based on the audited financial statements of the
companies in the BKG Group as at 31 October 2003 and on the assumption that the listing scheme
as mentioned in Section 2 was effected on 31 October 2003.

Proforma Group

M ) (I (aIvy
After (II)
Share Split,
After (T} Public Issue
Audited and and After (111)
BKG as at After the Rights Utilisation of and
31.10.2003  Acquisitions Issue Proceeds ESOS
RM'(00 RM'000 RM'000 RM'000 RM'000
CASH FLOWS FROM OPERATING ACTEVITIES
Operating loss before working capital
changes 2 (2} (2) (2) (2)
Creditors 2 2 2 2 2
Net cash movement in operating
activities - - - -
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of subsidiary companies,
net of cash acquired 1,731 1,731 1,731 1,731
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of listing expenses - - {1.600}) {1,600)
Proceeds from ESOS at premium - - - 8.000
Proceeds from public issue at premium - - - 13,600 13,600
Proceeds from rights issue - - 2,631 2,631 2,631
Repayment of bank borrowings - - - {10,229) (10,229)
Net cash trom financing activities - - 2,631 4,402 12,402
NET INCREASE IN CASH AND CASH
EQUIVALENTS - 1,731 4,362 6,133 14,132
CASH AND CASH
EQUIVALENTS AT
BEGINNING * - - -
CASH AND CASH
EQUIVALENTS AT END * 1,731 4,362 6,133 14,133
Represented by :
Cash and bank balances * 2,074 4,703 6,476 14,476
Bank overdrafts - (343) (343) (343) (343}
* 1,731 4,362 6,133 14,133

* Represents RM2
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------------------ Proforma Group --—--------ume-mreme
Y (1 (1) (1v)
After (ID)
Share Split,
Afier (1) Public Jssue
Audited and and After (I1])
BKG as at After the Rights Utilisation of and
31.10.2003 Acquisitions Issue Proceeds ESOS
RM'000 RM'000 RM'000 RM'000 RM'000
**  Acquisition of subsidiary companies, net of cash acguired
Property, plant and equipment 27,110 27,110 27010 27,710
Goodwill 214 214 214 214
Inventories 22,703 22,703 22,703 22 703
Dehtors 13,757 13,757 13,757 13,757
Tax recoverable ) 6 6 )
Creditors (7,843} (7,843} (7,843) (7,843}
Fixed deposits 3,776 3,776 3,77 3778
Cash and bank balances 2,074 2,074 2,074 2,074
Borrowings (22,934) {22,934) (22.934) (22.934)
Provision for taxation (707) (707) (707} (707
Minority interest (284) (284} (284) (284)
Deferred taxation (767} (767) (767) {767)
Sharc of net assets acquired 37,105 37,105 37,105 37105
Reserve on consolidation {4,702) {4,702) {4,702} {4,702)
Total purchasc consideration 32.403 32,403 32,403 32,403
Less : Consideration satisfied by
sharcs (32,403) (32,403) (32,403) (32.403)
Add : Cash and cash equivalents
acquired 1,731 1,731 1,731 1,731
Cash flow on acquisition of subsidiary
companes 1,731 1,731 7.731 1,731
10. EVENT SUBSEQUENT TO BALANCE SHEET DATE OF 31 OCTOBER 2003

Other than the completion of the Acquisitions of subsidiary companies by BKG, Rights Issue and
Share Split as referred to in Section 2(i) to (v), the following event has arisen subsequent to the
balance sheet date which requires disclosure in this Report as follows :

i. BKVI declared and paid an interim tax exempt dividend of 10% each amounting to

RM1.17 million on 31 December 2003 and 6 January 2004 respectively.
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11. FINANCIAL STATEMENTS

No audited financial statements have been prepared in respect of any period subscquent to 31
October 2003,

Yours faithfully,

F & ASSOCIATES
: 0042
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