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Dear Sirs,
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2.2

2.3

INTRODUCTION

This report has been prepared by Messrs. Anuarul Azizan Chew & Co., an approved
company auditors, for the inclusion in the Prospectus of Satang Jaya Holdings
Berhad (“SJHB" or “the Company”) dated 2 3 FEB 200% . in connection with the
listing of and quotation for the entire issued and paid-up share capital of 80,000,000
ordinary shares of RM0.50 each ("Shares”) in SJHB on the Second Board of the
Bursa Malaysia Securities Berhad ("Bursa Securities”).

GENERAL INFORMATION

Background

SJHB was incorporated in Malaysia as a public limited company under the
Companies Act, 1965, on 4 November 2003 under its present name.

Principal Activities

The principal activity of the Company is that of investment holding. The details of its
subsidiary companies and associated company are set out in Section 2.5 of this
report.

Share Capital

At the date of incorporation, SJHB’s authorised share capital was RM100,000 divided
into 100,000 ordinary shares of RM1.00 each. SJHB had, on 29 November 2003,
subdivided the par value of the authorised share capital to RM0.50 each. On 12

January 2004, the authorised share capital of SJHB was increased to
RM100,000,000 comprising 200,000,000 Shares.

'”'An independent member of MORISON iINTERNATIONAL
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The changes in SJHB's issued and paid-up share capital since its incorporation are
as follows: -
Cumulative
Date of No. of Par total paid-up
allotment shares value Purpose share capital
RM RM
04.11.2003 2 1.00 Subscribers’ shares 2
28.11.2003 1,998 1.00 Cash consideration 2,000
29.11.2003 4,000 0.50 Subdivision of shares 2,000
31.12.2004 41,150,000 0.50 Acquisition of SJSB 20,577,000
28.01.2005 28,846,000 0.50 Restricted Issue 35,000,000
* 10,000,000 0.50 Public Issue 40,600,000
*  To be completed before the listing of SJHB on the Second Board of Bursa Secunties.
24 Listing Scheme
in conjunction with and as an integral part of the listing of and quotation for the entire
issued and fully paid-up share capital of SJHB on the Second Board of the Bursa
Securities, SJHB undertook the Listing Scheme which involved the transactions as
set out below.
2.41 Acquisition of Satang Jaya Sdn Bhd (“SJSB”) by SJHB {“Acquisition of SJSB”}

As an integral part of the Listing Scheme, SJHB had on 15 January 2004, entered
into a conditional Sale and Purchase Agreement with the existing shareholders of
SJSB for the acquisition of the entire issued and paid-up share capital of SJSB
comprising 7,000,000 ordinary shares of RM1.00 each for a total consideration of
RM20,575,000 satisfied by the issuance of 41,150,000 new Shares in SJHB at an
issue price of RM0.50 per new SJHB Share.

The purchase consideration of RM20,575,000 was arrived at a willing-buyer-willing-
seller basis after taking into consideration the audited consolidated net tangible
assets of SJSB and its subsidiary companies and associated company of
approximately RM20.6 miilion as at 30 November 2003. The acquisition of SJSB was
completed on 31 December 2004.

Upon completion of the Acquisition of SJSB, the entarged share capital of SJHB had

increased from RM2,000 comprising 4,000 Shares to RM20,577,000 comprising
41,154,000 Shares.
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Restricted Issue

Upon completion of the Acquisition of SJSB, SJHB undertook a restricted issue of
28,846,000 new Shares at an issue price of RM0.50 per Share ("Restricted Issue”) to
selected shareholders of SJHB. The Restricted [ssue was undertaken on the basis of
approximately 0.701 new Shares for every one (1) existing Share held by the
selected shareholders of SJHB (after the Acquisition of SJSB).

All new Shares issued pursuant to the Restricted Issue, upon allotment and issue,
rank part passu in all respect with the then issued and paid-up share capital of SJHB,
except that they will not be entitled to any dividends, rights, allotments or other
distributions declared, made or paid prior to the date of allotment of the said Shares.

Public Issue

SJHB wili issue 10,000,000 new Shares or 12.50% of its enlarged issued and paid-
up share capital (after the share issue} at the initial public offering ("IPO"} price of
RM1.00 per Public I1ssue Share.

Following the Public Issue, the number of Shares in issue will increase from
70,000,000 to 80,000,000 Shares.

All new Shares issued pursuant to the Public Issue, upon allotment and issue, rank
pari passu in all respect with the then issued and paid-up share capital of SJHB,
except that they will not be entitled to any dividends, rights, allotments or other
distributions declared, made or paid prior to the date of allotment of the said Shares.

Offer for Sale

The Offerors/Promoters of SJHB to offer 20,000,000 Shares or 25.00% of the
enlarged paid-up share capital (after the Public Issue) at the IPO price of RM1.00 per
Offer Share, allocated to investors to be identified by SJHB and its subsidiary
companies and associated company (“SJHB Group” or “the Group” or “Proforma
Group”). All the proceeds arising from the Offer for Sale amounting to RM20.0 million
will accrue directly to the Offerors/Promoters of SJHB.

Listing on the Second Board of the Bursa Securities
SJHB will seek the listing of and quotation for its enlarged issued and paid-up share
capital comprising 80,000,000 Shares on the Second Board of the Bursa Securities.

The board lot sizes for the enlarged issued and paid-up share capital of SJHB upon
its listing will be standardised at 100 units per board lot.
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The subsidiary companies and associated company of SJHB at the date of this report

and their principal activities are as follows:-

Issued and
Authorised fully paid- Effective
Name of Date/Place of share up share equity
company incorporation capital capital interest Principal activities
RM RM %
SJse 27.08.1991 10,000,000 7,000,000 100.00 Distribution and supply
Malaysia of defence, commercial

aviation and marine
equipment and
accessories, contract
management and
consultant to Criginal
Eguipment
Manufacturers (“OEMs")
and investment hotding.

Subsidiary companies of SJSB:-

SAR Services 20.11.1985 500,000 250,000 100.00 Maintenance, repairs

(M) Sdn. Bhd. Malaysia and overhaul of safety

(“SAR") and survival
equipments.

MSJ Technical 04.03.1996 500,000 250,000 100.00 Maintenance, repairs

Support Sdn. Malaysia and overhaul of

Bhd. (*MSJ") aviation electronics
safety equipments and
electro-mechanicat
related accessories.

Satang 12.01.2001 500,000 250,000 100.00 Maintenance, repairs

Cylinder Malaysia and overhaul of aviation

Services Sdn. related cylinders that

Bhd. ("SCS" include servicing,
inspection, recycling
and refilling of gas and
other related services.

Satang 12.08.2000 500,000 250,000 100.00 Maintenance, repairs

Services Sdn. Malaysia and overhaul of

Bhd. ("SSSB") aviation ground
support safety
equipments and
related accessories.

Satang 04.05.2001 500,000 80,000 100.00 Supplying and

Environmental Malaysia distribution of

Sdn. Bhd. environmental product,

{"SESB") providing consultancy,
training and seminar in
respect of Environment
Management System
and other related
services,
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Issued and
Authorised fully paid- Effective
Name of Date/Place of share up share equity
company ingorporation capital capital interest Principal activities
RM RM %
Triopoint (M) 27.05.1991 25,000 10,002 100.00 Supplying of defence
Sdn. Bhd. Malaysia and aviation equipment
('TSB" and accessaries.
Port Marine 18.01.1993 5Q0,000 150,000 69.00 Supplying and
Safety Services Malaysia maintenance of marine
Sdn. Bhd. safety and survival
("PMS3") equipment and
accessories.
Satang Hi-Tech 15.10.2001 500,000 250,000 98.90* Providing cansultancy
Security Sdn. Malaysia and solution services
Bhd. ("SHT") and implementing of
high-tech and integrated
surveillance security
system and its related
senvices.
Associated company of SJ5B:-
The Industrial & 06.09.1977 500,000 280,000 38.00 Importing and
Scientific Co. Malaysia distributing of all
Sdn. Bhd. industrial, scientific and
{"TISC"} marine products and
Liquefied Petroleum
Gas and also
maintenance of safety
and survival aviation
equipments.
There are two (2} subscriber's shares which are held by Colonef (Honorary) Jamaluddin bin Hassan RMAF and Abduf Aziz bin
Jamal (both are the Promoters, Substantial Shareholders and Directors of SJHB) each holding one (1) ardinary share of RM1.00
each.
26 Dividends

Details of dividends declared and paid by SJHB Group in respect of the financial

years/periods under review are as follows:

i A special dividend of 130.95% less tax amounting to RM6,600,000, have
been declared and paid by SJSB to its shareholders from its unappropriated
profit after tax for the period between 1 December 2003 to 31 October 2004
during the financial period ended 31 October 2004; and

(i} A special dividend of 333.33% less tax amounting to RM600,000 have been
declared and paid by SSSB from its unappropriated profit to SJSB during the
financial period ended 31 October 2004.

Other than the above, no dividend has been declared and paid by SJHB Group for
the relevant financial years/periods under review.
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AUDITORS AND AUDITED FINANCIAL STATEMENTS

The audited financial statements of SJHB and its subsidiary companies for all
years/periods relevant to this report were audited by other firms of chartered
accountants and were not subject to any audit qualification except for the emphasis
of matter in the auditors’ reports as follows:-

SJSB

As regards to the emphasis of matter in auditors’ reports for the financial years/period
ended 31 December 1999 to 30 June 2001, the auditors had draw attention to the
following:-

(®)

in common with many businesses of similar size and organisation, SJSB's
system of internal controls is dependent upon the close involvement of the
Directors (who are major shareholders). In these circumstances, the auditors
have to rely on representation from the Directors that all SJSB’s transactions
have been reflected and properly recorded in the financial statements; and

the financial statements of the subsidiary companies are not consolidated
with the financial statements of SJSB as the management has no definite
plan to hold the investments on a long-term basis. This represents a
departure from the requirements of International Accounting Standards
{"IAS") No. 3 andfor Malaysian Accounting Standards Board ("MASB")
Standard 11, Consolidated Financial Statements and Investments in
Subsidiaries.

As regards to the abovementioned emphasis of matter and based on the auditors’
letter, the following measures have been undertaken by SJSB to address the issue:

(i)

(ii)

Recruitment of additional staff

Additional key personnel has enabled SJSB to allocate and segregate
task/iob according to their departmental function. Every department is headed
by an experienced and capable senior management team which report
directly to the Board of Directors. This has resulted in reduction of reliance
and close involvement of the Directors. Proper internal control systems have
been established (such as segregation of duties, proper documentation, etc)
and auditors’ tests revealed that the integrity and the functioning of the
system have been properly impiemented during their course of audit; and

Implementation of revised structure

Prior to year 2002, the wvarious companies in SJSB and its subsidiary
companies and associated company (“SJSB Group”) have significant
autonomy in their operations and managements. However in year 2002,
SJSB Group had streamlined its management system on a group structure
which includes a formal management system.

With the successful implementation of the revised structure of SJSB Group,
the Board of Directors has complied with MASB Standard 11, Consolidated
Financial Statements and Investments in Subsidiaries by adopting the
consolidation financial statements requirement.
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SAR

As regards to the emphasis of matter in the auditors’ reports for the financial
years/period ended 31 December 1999 to 30 June 2001, the auditors highlighted that
it is in commaon with many businesses of similar size and organisation, SAR’s system
of internal controis is dependent upon the close involvement of the Directors {who
are major shareholders). In these circumstances, the auditors have to rely on
representation from the Directors that all SAR's transactions have been reflected and
properly recorded in the financial statements.

Based on the auditors’ etter, additional key personnel has enabled SAR to allocate
and segregate task/job according to their departmental function. Every department is
headed by an experienced and capable senior management team which report
directly to the Board of Directors. This has resulted in reduction of reliance and close
involvement of the Directors. Proper internal control systems have been established
(such as segregation of duties, proper documentation, etc) and auditors’ tests
revealed that the integrity and the functioning of the system have been properly
implemented during audit.

TSB

As regards to the emphasis of matter in the auditors’ reports for the financial
years/period ended 31 December 1999 to 30 June 2001, the auditors highiighted that
it is in common with many businesses of similar size and organisation, TSB’'s system
of internal controls is dependent upon the close involvement of the Directors (who
are major shareholders). In these circumstances, the auditors have to rely on
representation from the Directors that all TSB's transactions have been refiected and
properly recorded in the financial statements.

Based on the auditors’ letter, close supervision by SJSB and the depioyment of
SJSB’s staff to handle the operation in TSB, has enabled TSB to establish and
implement proper internal control procedures, which audit tests showed that the
system have been properly implemented.

SHT

As regards to the emphasis of matter in the auditors’ reports for the financial
period/year ended 30 June 2002 and 30 June 2003, the auditors had draw attention
to the following:-

{i) in commoen with many businesses of similar size and organisation, SHT's
system of internal controls is dependent upon the close involvement of the
Directors {(who are major shareholders). in these circumstances, the auditors
have to rely on representation from the Directors that all SHT's transactions
have been reflected and properly recorded in the financial statements; and
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SHT has a capital deficiency for the financial period/year under review.
Hence, the validity of the continuation as a going concern of SHT is
dependent upon future profitable operations and/or obtaining additional
finance from the shareholders and/or from other sources. The financial
statements of SHT do not inciude any adjustments relating to the amounts
and classification of assets and liabilities that might be necessary should SHT
be unable to continue as a going concern.

As regards to the abovementioned emphasis of matter and based on the auditors’
letter, the following measures have been undertaken by SHT to address the issue;

()

Close supervision by SJSB and the deployment of SJSB's staff to handle the
operation in SHT, has enabled SHT to establish and implement proper
internal control procedures, which the auditors’ audit tests showed that the
system have been properly impiemented; and

When SHT became a subsidiary company of the SJSB Group on 10
November 2003, SJSB had given an undertaking to provide the financial
support as and when SHT requires it. The auditors are of the opinion that
SJSB is capable and willing to provide financial support to SHT.
Consequently, the auditors’ audit opinion is expressed to refiect this matter.

The auditors had also highlighted that the following actions had been adopted by
SJSB Group to enhance their internal control system:-

{i)

(i)

Recruitment of additional staff

SJSB Group's manpower workforce at its various offices and workshop
bases, which is headed by an experienced and capable senior management
team, has the capability to fully address the emphasis of matter issue that
have been highlighted in year 2001 and before.

Additional staff employed has enabled SJSB Group to aliccate and segregate
task/fjob according to their departmental function. Proper internal control
systems have been established (such as segregation of duties, proper
documentation, etc) and auditors’ tests revealed that the integrity and the
functioning of the system have been properly implemented during their course
of audit;

ISO 9001:2000

in year 2000, SJSB Group worked towards achieving the MS ISO 8001:2000
Quality Management System. In order to meet the MS 1SO 9001:2000
standard, the Quality Assurance Department of the SJSB Group was
established to handle the requirements to be fulfilled in order to achieve the
SO standard in Quality Management.
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On 5 April 2001, SJSB was awarded the MS ISO 8001:2000 Quality
Management System Certificate by Sirim Qas International Sdn Bhd. During
the implementation of the MS 1SO 9001:2000, numerous internal controls in
respect of documentations, quality controt and human resources were set up
which further strengthened and enhanced the SJSB Group's internat control
system. A comprehensive company procedural manual was also drafted and
implemented by all departments in the SJSB Group; and

(iii) internal Control Framework

The Board of Directors of SJSB Group acknowledges the importance of
internal control system and affirms that it is their responsibilities to maintain a
sound internal control system te safeguard the Group's assets. In this
respect, an internal audit function was established in 2001 to conduct control
reviews and report their findings and recommendations to the Board of
Directors. Prior to the establishment of the internal cantrol function, the Board
of Directors review the controls based on the results of the financial reports
and supplemented with the findings of the External Auditors which were
obtained in the course of the statutory audits.

To further strengthen the current risk management practices of SJSB Group,
the Internal Auditors were tasked to facilitate the operating and management
structures that define the functions, responsibilities and authorities of the
management, segregation of duties and responsibilities.

A timely and accurate financial reporting was implemented by SJSB Group to
facilitate and monitor management performance measure. The Board of
Directors will receive a monthly management financial statements from the
Finance & Accounting Department.

The auditors are of the opinion that the procedures appiied thereafter are effective in
addressing the matters raised. Apart from the emphasis of matters stated above,
there were no other emphasis of matter in the auditors’ report of SUSB Group for the
years/period ended 31 December 1999 to 30 June 2003.

In addition, the auditors’ reports on the financial statements for the financial year

ended 30 June 2004 and financial period ended 31 October 2004 of the SJSB Group
were not subject to any qualification and did not include any emphasis of matters.

ACCOUNTING POLICIES AND STANDARDS

This report is prepared in accordance with applicable approved accounting standards
in Malaysia and is consistent with the accounting policies normally adopted by SJHB
Group, a summary of which is set out in Section 8.1,

There was no accounting policy adopted which is peculiar to the SJHB Group's
business.
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5. SUMMARISED INCOME STATEMENTS
5.1 SJHB Group

The summarised proforma consolidated income statements of SJHB Group as set
out below are based on the audited financial statements of SJHB and its subsidiary
companies for the financial years/periods ended 31 December 1999 to 31 October
2004, which have been prepared for illustrative purposes only, on the assumption
that the SJHB Group had been in existence throughout the years/periods under
review.

———— Years/Poriods ended —————— >
31121998 3122000 30062001 30062002 30062003 30.06.2004 31.10.2004
000 RATO00 RNTO00 000 RNFO00 L] RM000

Tumover 9329 16.437 986 53,771 54177 61,218 20618

Profit before depraciation, interest

and mincrity irferest 2487 3,986 963 952 10,770 12341 4813
Arvortisation - - - - . iy {10)
Depreciation ) (385) (592) @7 841) @8 (x5
Inkerest eqerse (34 (126) (164} {443) {558) %N 29
Intevest income i@ 2 [ 15 41 21 -
Bxeptionl iterrs - - - - - 310 -
Profit before taoaion and mingity interest 2368 3477 213 8477 9412 1778 4,240
Tavation {n {1.069) (276) {2.696) {3.220) (3174 (1389
Profityloss) after t2ation before minorty infenest 231 2412 (63) 5,731 6162 814 2066
Minority interest 11 (14) {3 (14) 46 (16) {11
Profit/{Loss} aher tnation and minorty interest 232 2308 {65 5717 6,238 8.088 2,855
No. of ordinery shaves of RVD 50 each

i issue (00 41,154 41,154 41154 41,154 41,154 20150 41154
{ross eamings per share (Sen) 583 841+ 1[0 2044 29 T 080
et earrings/loss) per share (Sen) 564 58 =03 1389 15.16 1965 + 2081

++  Annualised

Notes to the proforma consolidated income statements of SJHB Group

(a) The proforma consolidated income statements for the financial years/periods
ended 31 December 1999 to 31 October 2004 have been prepared on
accounting policies consistent with those previously adopted in the
preparation of the audited financial statements of SJHB and its subsidiary
companies, and is in accordance with applicable approved accounting
standards issued and adopted in Malaysia except for the following:-

{ SJSB had adopted MASB 15, Property, Plant and Equipment starting
from the financial year ended 30 June 2004 in refation io the
depreciation on the leasehold industrial land and leasehold factory.
Leasehold industrial land and leasehold factory of SJSB is amortised
over the remaining lease period. Prior to the adoption of MASB 15, no
depreciation was provided on the leasehold industrial land and
leasehold factory. This change of accounting policy has been
accounted for prospectively as the Directors are of the opinion that the
amount of adjustment that relates to prior periods has no material
effect on the resuits of SJSB; and
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(i) Subsidiary companies of SJHB had adopted MASB 25, income Taxes
from the financial year ended 30 June 2004. Prior to the adoption of
MASB 25, Income Taxes, deferred tax was provided for using the
liability method in respect of significant timing differences and deferred
assets were not recognised unless there was reasonable expectation
of their realisation. This change of accounting policy has been
accounted for prospectively as the Directors are of the opinion that the
amount of adjustment that reiates to prior periods has no material
effect on the results of the SJHB Group.

All material inter-company transactions and unrealised profit are eliminated
on consolidation.

An investment in associated company, TISC is not accounted for in the
consolidated financial statements of SJHB Group under the equity method of
accounting as the Directors are of the opinion that this has no material effect
on the results of the Group.

The gross and net earnings/loss per share are calculated based on the
consolidated profit before taxation after minority interest and consolidated
profit/loss after taxation and minority interest of SJHB Group for the financial
years/periods respectively divided by the issued and paid-up share capital of
41,154,000 following the Acquisition of SJSB.

In year 2001, the financial year end of SJSB, SAR, MSJ and TSB has been
changed from 31 December to 30 June. Consequently, the accounting period
for 2001 is from 1 January 2001 to 30 June 2001.

However, the financial year end of PMSS was changed from 31 December to
30 June in year 2003, which are not coterminous with the financial year end
of the Group for year 2001 to 2003. Accordingly, adjustments have been
made on a time appoertionment basis to arrive at the above resuits.

Save for the financiai year ended 30 June 2004, there was no exceptional or
extraordinary item in respect of the financial years/periods under review.

The exceptional item for the financial year ended 30 June 2004 represents

gain on disposal of subsidiary companies, namely Noda Solar Systems (M)
Sdn Bhd and Minda Vision Sdn Bhd.
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52 The summarised income statements of SJHB Group for the financial
years/periods ended 31 December 1999 to 31 October 2004 are as follows:-

521 SJHB

The summarised income statements of SJHB based on its audited financial
statements since its incorporation on 4 November 2003 up to the financial
period ended 31 October 2004 are set out below:-

Date of 4 months
Incorporation to ended
30 June 31 October
2004 2004
RM'000 RM'000
Turnover -
Loss hefore depreciation and interest {2} {2)
Depreciation .
Interest expense - -
Interest income - .
Loss before taxation {2} (2}
Taxation - -
Loss after taxation 2) {2}
Weighted average number of ordinary
shares of RM0.50 each (000} * 4 4
Gross loss per share (RM) {0.50) ++ {1,650}
Net loss per share (RM) {0.50) ++{1.50)

#  On 29 November 2003. the 2,000 ordinary shares of RM1.00 each were divided into 4,000 ordinary shares of RMG.50
each.
++ Annualised

Notes to the income statements of SJHB

(a) The gross and net loss per share are calculated based on the loss
before taxation and loss after taxation attributable to sharehoiders of
SJHB for the financial periods respectively divided by the weighted
average number of ordinary shares in issue for the financial period
under review.

(D) There was no exceptional or extraordinary item in respect of the
financial periods under review.

{c) SJHB has not commenced its business operations since its
incorporation on 4 November 2003.
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5.2.2 SJSB

The summarised income statements of SJSB based on its audited financial
statements for the financial years/periods ended 31 December 1989 to 31
October 2004 are set out below:-

< Years/periovs ended >
31121999 3122000 30.06.20M 30062002 JODE2DI3 30062004 31102004
RVIODO RATOD0 FRWVIO00 RMO00 RAIO0O RNT000 FA000

Tumover 8916 15421 9428 52695 52,568 58,800 20,117
Profit before deprecialion and irtevest 2,00 3505 1223 8608 9.054 10623 4327
Depreciation 7)) (340} (520 {555} (658) (798) (25%)
Interest espense {32} (125) {161) {436) {551} (42 (26)
Irnberest incoeme: 8 - & 1% 43 219 -
Profit before taation 1,955 3130 548 75% 7,856 9,562 3845
Teveation T {678) (B0 (24000 (2618 (2845 (1121
Profit after taadion 1,885 2152 288 5232 5271 877 2724
Wbighted average rumber of ondinary

shares of Rt 00 each (000) 445 1,000 1,000 7.000 7,000 7,000 7,000
Gross eamings per shae (RV) 439 313+ 110 108 113 1% 165
Net esmings per shere (RV 424 215  + 058 075 075 0%+ 117

++  Annuafised

Notes to the income statements of SJSB

(a) The gross and net earnings per share are calculated based on the
profit before taxation and profit after taxation attributable to
shareholders of SJSB for the financial years/periods respectively
divided by the weighted average number of ordinary shares in issue
for each financial year/period under review.

(b} There was no exceptional or extraordinary item in respect of the
financial years/periods under review.,
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523 SAR

The summarised income statements of SAR based on its audited financial
statements for the financial years/periods ended 31 December 1999 to 31
October 2004 are set out below:-

“ ‘Years/periods ended >
MA21329 3122000 0062001 J00RX02 0062003 0062004 31102004
000 FRAUO0 FRATOO00 RVIO00 FMIGO0 FR00D R0

Tumover 1490 2252 1,300 87 658 8255 1375
Profitt{Loss) before deprecation ard interest 448 106 (ZF4) 23] 1638 674 45
Depredation ® 2B &4 79 () {125 a1
Intevest expense - - - - - 23 {1
lrterest incorre: - - - . - -
Profit/{i.ces) before tzoalion 440 78 38 a6 1,927 526 3
Tawation - D) - (16 {460) (136) 3
Prefiti{Loss) after tasation 440 61 {328} i+ ) 1,067 X0 k2
Vibsgrted average nuerber of ordinary

shares of RWI1.00 exch (000) . - 144 20 =0 250 20
Gives eamingsiloss) per share (R 22000000 W/A000  ++ (469 354 611 210 + 004
Net earmings/(loss) per share (FVe 2000000 05000+~ 345 e 47 156 ++ 041

- Repragents RM2.00
++  Annualised

Notes to the income statements of SAR

(a) The gross and net earnings/loss per share are calculated based on
the profit/loss before taxation and profitfloss after taxation attributable
to shareholders of SAR for the financial years/periods respectively
divided by the weighted average number of ordinary shares in issue
for each financial year/period under review.

(b) There was no exceptional or extraordinary item in respect of the
financial years/periods under review.

131



| Company No: 633265-K |

10. ACCOUNTANTS' REPORT (Cont'd)

ﬁAnuarulAzizanChew

524 MSJ

The summarised income statements of MSJ based on its audited financial
statements for the financial years/periods ended 31 December 1999 to 31
QOctober 2004 are set out below:-

< Yoarsipericds ender >
AZIGO 42200 WLEI0M  JEA0Z MOENM NS0 31102004
RMO0  RWMOOD  RMOO0  RMOOD  RMOOD  RMODD RV

Turrower - - - 700 1,389 €26 212
{LossyProfit before deprexiation and interest - 3 & 73 144 4 1
Degreciation - . - e e M 3
Inberest experse - - . - . I A
{LosssyProiit befre tzation - & 2 7 42 @ 8
Taation - - - {2 {3 A R
{LossyProfit after tzpation - {3) 2 5 106 @ 8
\isighted average number of erdinery

shares of R\VIL.OO each {000) - . - e 0 20 250
Cross (assyeamings per share RV - (1,00000 (1,303 044 057 fioliv.} 010
Net (Jossyeamings per store (R - (100000) +(1.33333) 031 042 002 +010

" Amount less than RM1.000.00
Represants RM3.00
++  Apnualised

Notes to the income statements of MSJ

(a) The gross and net loss/earnings per share are caiculated based on
the loss/profit before taxation and loss/profit after taxation attributable
to shareholders of MSJ for the financial years/periods respectively
divided by the weighted average number of ordinary shares in issue
for each financial year/period under review.

() There was no exceptional or extraordinary item in respect of the
financial years/periods under review.
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5.25 SCS

The summarised income statements of SCS based on its audited financial
statements for the financial periods/years ended 30 June 2002 to 31 October
2004 are set out below:-

e -- Periodslyears ended -wve—- - -
30.06.2002 30.06.2003 30.06.2004 34.10.2004
RM'000 RM'000 RM"000 RM’000

Turnover 656 498 1278 269
Profit/(Loss) before depreciation and interest 80 {119} 108 10
Depreciation 4) 20) {24) {8)
Interest expense (5) (2} - -
Interest income - - - -
Profitf{Loss} before taxation 51 (141) 34 2
Taxation {14} {7) - -
Profit{Loss) after taxation 7 {148) 84 2

Weighted average number of ordinary

shares of RM1.00 each ("000) 110 250 250 250G
Gross earnings/(loss) per share (RM} D.46 (0.55} 0.34 ++0.02
Net earnings/(loss) per share {(RM) D.34 (0.59) 0.34 ++0.02

++  Annuakised

Notes to the income statements of SCS

(@ The gross and net earnings/loss per share are calculated based on
the profit/loss before taxation and profit/ioss after taxation attributable
to shareholders of SCS for the financial periods/years respectively
divided by the weighted average number of ordinary shares in issue
for each financial period/year under review.

(b} There was no exceptional or extraordinary item in respect of the
financial periods/years under review.
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5.2.6 SSSB

The summarised income statements of SSSB based on its audited financial
statements for the financial periods/years ended 30 June 2001 to 31 October
2004 are set out below:-

€————— Periods/years ended
30.06.2001 30.06.2002 30.06.2003 30.06.2004 31.10.2004
RMOGO RAT000 RATO00 RNTODO RNO00

Turnover - 1,774 2153 5237 5,386
(Loss)/Praftt before depreciation and interest @) 197 308 852 1,546
Depreciation - ] 4 (M (€
Interest expense - - - (54) M
Interast income - - . - -
{Loss)/Profit before taxation {4 196 304 791 1,539
Taxation - (57) (84) {180) {481)
{Loss)/Profit after taxation (4} 138 220 611 1.048

Weighted average number of ordinary

shares of Rivi1.00 each FO00) * 162 250 250 250
Gross (fossi/earnings per share (RM) {1,333.33) 1.21 122 3.16 ++ 18.47
Net (lass)/eamings per share (RM} {1,333.33) 0.86 0.88 2.44 ++12.58

Represenis AM3.00
++  Annualised

Notes to the income statements of SSSB

(a) The gross and net loss/earnings per share are calculated based on
the loss/profit before taxation and loss/profit after taxation attributable
to shareholders of SSSB for the financial periods/years respectively
divided by the weighted average number of ordinary shares in issue
for each financial period/year under review.

(b) There was no exceptional or extraordinary item in respect of the
financial periods/years under review.
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5.2.7 SESB

The summarised income statements of SESB based on its audited financial
statements for the financial periods/years ended 30 June 2002 to 31 October
2004 are set out below:-

Cormm——— Periods/years ended — >
30.06.2002  30.06.2003  30.06.2004 31.10.2004

RM'000 RM"ODO RM'000 RM'000

Tumover 325 615 1,293 7
{Loss)Profit before depreciation and interest (322) 52 238 {317)
Depreciation ') N (9 (2
Interest expense - - - -
Interest income - - 2 -
{Loss)Profit before taxation {329) 45 23 {319)
Taxation . . . R
{Loss)Profit after taxation (329} 45 231 (312}
Weighted average number of ordinary

shares of Ri1.00 each (000} 28 80 80 80
Gross (lossYeamings per share (RM) {12.65) 0.56 289 ++ (11.96}
Net (loss)eamings per share (RM) {12.658) 0.6 2.89 ++{11.96)

++  Annualised

Notes to the income statements of SESB

(a) The gross and net lossfearnings per share are calculated based on
the loss/profit before taxation and ioss/profit after taxation attributable
to shareholders of SESB for the financiai periods/years respectively
divided by the weighted average number of ordinary shares in issue
for each financial period/year under review.

(b) There was no exceptional or extraordinary item in respect of the
financial periods/years under review.

135



| Company No: 633265-K |

10. ACCOUNTANTS' REPORT (Cont'd)

ﬁAnuarulAzizanChew

528 TSB

The summarised income statements of TSB based on its audited financial
statements for the financial years/periods ended 31 December 1999 to 31
QOctober 2004 are set out below:-

< Yaarsiperiods ended o
3121989 31122000 30.06.2001 30062002 30.06.2003 30.06.2004 31.10.2004
RMVIO00 RNTO00 RVID00 FAT000 RNTO00 RAMO00 FAT000

Tumover 135 542 81 - 21 29

Profit/{Loss) before depreciation

and irferest 23 217 (28 44) ] 48 (27}
Depreciation - - - - - - -
Interest expense - - - - - @
interest incorme - - - . " » .
Profiti{Loss) before toation Pl 217 (28) 44 G] {S0) 2n
Taation . 61} _ . - - -
Profitf{Loss) affer taoation 23 156 {26) (44) & {50} 2N
Wibsghted average nunber of ondinery

shares of RWY_00 each (000} 10 10 10 10 10 10 10
Gross eaming/(loss} per share {(R\V) A} 2170 +H (560 (4.40) (060 (5.00 810
Net eamingsfikess) per share (RW) 230 1560  + (560) {4.40) {0.60) 5.0y ++(B.10)

* Represents amount less tharn R 000.00
++  Annualised

Notes to the income statements of TSB

(a) The gross and net earnings/loss per share are calculated based on
the profit/loss before taxation and profit/toss after taxation attributable
to shareholders of TSB for the financial years/periods respectively
divided by the weighted average number of ordinary shares in issue
for each financial year/period under review.

(b) There was no exceptional or extraordinary item in respect of the
financial years/periods under review.
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529 PMSS

The summarised income statements of PMSS based on its audited financial
statements for the financial years/periods ended 31 December 1999 to 31
QOctober 2004 are set out below:-

< Yeors/periods ended =
HA2190 31122000 3122001 31122002 N0ENT NO0EA04 I
RARO0G R0 RA000 VIGO0 FRAVIO00 FMIOOD FVIO00

Tumower 278 A48 5% 50 1 418 Pt
{Loss)Frofit before depreciation a inferest (4 7 0 48 ) B &%
Cepredation (16) {10 (14 23 r=d) & ®
Intevest exqperee e} ] 4 @ (2 @8 U]
Irterest icome 2 2 - - - - -
{LomsyProfit bekore taoetion 0 55 54 19 {1079 48 8
Taation @ 5 )] (% - (13 5
{LossyPvoht ofter tation (30 E i} I {15 {107} x 2
Waighte! average rumber of ordinary

sheres of AVILO0 each {000) 180 150 %0 0 15 150 150
(Goss (jossyearings per shae (v {020 037 0% 013+ {143 0’ +~+17
INat (lossyerrmings per shere (R) 025 031 021 QI + (143 023 +104

++  Annualised

Notes to the income statements of PMSS

(a) The gross and net loss/earnings per share are calculated based on
the loss/profit before taxation and loss/profit after taxation attributable
to shareholders of PMSS for the financial years/periods respectively
divided by the weighted average number of ordinary shares in issue
for each financial year/period under review.

{9)] There was no exceptional or extraordinary item in respect of the
financial years/periods under review.
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5.2.10 SHT

The summarised income statements of SHT based on its audited financial
statements for the financial periods/years ended 30 June 2002 to 31 October
2004 are set out below:-

L rsssreeren— Poriodslyears ended ———cereaa>
30.06.2002 30.06.2003 30.06.2004  31.10.2004
RM'000 RM'000 RM'00G RM'G00
Tumover
Loss before depreciation and interest {95) {213) {183) (41)
Depreciation i 2) ()] 1§}
(nterest expense - - - -
Interest incaome - - - -
Loss before taxation (96) (215} {186) (42)
Taxation . . _ _
Loss after taxatian {96) {215) (186} (42)
Waeighted average number of ardinary
shares of RM1.00 each {'000) . * 159 250
Gross loss per share (RM) {48.000.00) (107,500.00} {117} ++ (0.50)
Net loss per share (RM) (48,000.00) {107,500.00} {1.17) ++ {00.50)

v Represants RM2.00
++  Annualised

Notes to the income statements of SHT

(a) The gross and net loss per share are calculated based on the loss
before taxation and loss after taxation aftributable to shareholders of
SHT for the financial periods/years respectively divided by the
weighted average number of ordinary shares in issue for each
financial period/year under review.

() There was no exceptional or extraordinary item in respect of the
financial periods/years under review,
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5.2.11 TisC

The summarised income statements of TISC based on its audited financial
statements for the financial years ended 31 December 1999 to 31 December
2003 are set out below:-

e Years ended ——0— 808 — >
31121993 31.12.2000 31.12.2001 31.12.2002 31.12.2003

RNV'O00 RM'O00 RM 000 RM'000 RNI'O00

Tumaver 1,706 1,438 1,507 1.474 1,575
Profit before depreciation and interest 71 55 73 73 77
Depreciation (39) {36) {37} (29) {40)
Interest expense (17 (13 (15) (14) {13)
Interest income ~ - - - -
Profit before taxation 15 16 21 30 24
Taxation - N [02) N {10}
Profit after taxation 15 9 14 23 14
Weighted average number of ordinary

shares of RM1.00 each ('000) 200 253 280 280 280
Gross earnings per share {RM) 0.08 0.06 0.08 011 0.09
Net eamings per share (RM) 0.08 0.04 0.05 0.08 0.05

Note: No audited financial statements is prepared for the ten (10} months pericd ended 31 October 2004 and the Directors
of TISC are of the opinion that there is no significant change or matenal transactions that have matenal impact to the
financial statements of TISC during the course of its business operations fram 1 January 2004 to 31 October 2004,

Notes to the income statements of TISC

(aj The gross and net earnings per share are calculated based on the
profit before taxation and profit after taxation attributable to
shareholders of TISC for the financial years respectively divided by
the weighted average number of ordinary shares in issue for each
financial year under review.

(b) There was no exceptional or extraordinary item in respect of the
financial years under review.
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6. SUMMARISED BALANCE SHEETS

6.1

6.1.1

SJHB Group — Consolidated Balance Sheets

As the Group was in placed with effect from 31 December 2004, it is therefore
impractical to present consolidated balance sheets of the SJHB Group
throughout the years/pericds under review. Accordingly, we set out below the
summarised audited balance sheets of SJHB and its subsidiary companies
and associated company for the relevant financial years/periods under
review.

SJHB
Cromammmmmmmaas As at ——emeemmrenee- >
30.06.2004 31.10.2004
RM'000 RM'000
ASSETS EMPLOYED
Deferred expenditure 7 77
Current assets > -
Current liabilities™ (77} {79)
Net current liabilities (7N {79)
N (2)
FINANCED BY
Share capital 2 2
Accumulated loss 2) {4)
" (2)
Net liabilities ("NL"} per share (RM) {19.23} {19.75)

- Amount less than RM1,000.00
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6.1.2 SJSB
F M a LY
31121999 122000 20.06.2001 30.06.2002 0062003 30.06.204 21.10.2004
FMO0C FRMO00 RMOOC  RMIO00  RWIOO0  RMOOD  PMO00
ASSETS BENALOYED
Property, plant and ecuipment %05 3830 3538 33/% 3543 3455 3280
Investment in subsiciary compeanies 23 28 47 1,146 1,181 1638 1638
Ivestrrent in assodaled corrpanies 1% 240 240 160 16D 160 160
Cher investrrent - - - - 23 AJ 2
Aerourt duefrom subsidiary companies 2] 1,798 21% 1208 28p 1,975 1,887
Arrournt due fromassodaled cormpany 12 12 12 12 12 11 11
Fredisting evpenditure - - - - - 56 546
Pre-confract evpenciture - - - - - - &7
Current assets 4448 6437 To57 14,380 31,186 7| HS3
Curert liabifties* (3,162 (553 (6,163 6272  (17854) (17,758 (20‘@'
Net currert assets 1.284 78 844 8088 1332 D0 18755
3338 7,006 7,263 13,991 2108 27787 24,357
FNANCED BY
Share capitdl 500 1,000 1,000 7,000 7.000 7.000 7,000
Retzined profits 2668 4,300 4,607 3831 5110 15897 11,951
3168 530 5607 10838 16,110 2Z87 18951
LongHermliabilities
- Termilcen =2 90Be 23] 373 1248 164 6
- Hrre purchesefiease payables” 18 71 &51 849 520 472 456
Deferred tation - - - . . & 19
Arourt due to subsidiary conpanies - - 79 1,730 3065 4242 4875
3338 7006 7253 13991 03 7787 2437
NTA per share (R} 634 532 561 155 230 319 262

> For the purpose of His report and to ensure comparabifity, the balance sheets as at 31 December 1999, 371
Decamber 2000 and 30 June 2001 have been restated The restatemenl! relafes to the reclassification of hire
purchase payables under current ifabilities that is repayable after one year (o fong-term fiabifities.
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6.1.3 SAR
< fsa >
3121989 M.A22000 30082001 0062002 0062003 062004 31.10.2004
RM000 RVOCO P00 RMOO0  RMIOC0  RMICOO  RMIOOD
ASSETS EVPLOYED
Property, piart and eciprment 7t 253 241 2 284 311 314
Amaurt due from holding conpery - - - 843 241 2631 2307
Pre-listing expendture - - - - . 1 1
QuTent assets 1% 15 21 112 106 & 128
Quert litilities 54 (13 (200 (24 B @&m 6
Net current assets/(liabities) 142 21 1 {182 {76 {554 (238)
213 274 242 W 1,560 239 2384
FANANCED BY
Shae copitdl . . 250 250 =0 25 250
Retained profits/(Aooum fated fosses) 213 774 63 [ 1,700 209 213
213 274 185 a2 1,860 239 234
Arrount due to fading compary - - 57
213 274 242 ar 1,960 2348 2384
NTA per share (RM) 10650000 137.00000 074 357 78 99 953
* Represents RM2.00
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6.t.4 MSJ
< Asat >
M.121999 31122000 30.06.2001 30.06.2002 30.08.2003 30.06.2004 31.10.2004
RMO00 RATOOD RWMIOOD RMOO0 RMIODD  RATOOD  RATO0D
ASSETS BMPLOYED
Propesty, plant and equipment - - . 9 7 » 34
Amourt due fom holding company - - - 240 . 118
Expenciture carmed forward 8 - - - - -
Predisting expentitue - - - - - 1 1
Curent assets * - 4 7 490 273 308
Curent liabilities (8 (1 @ = @) “2) (1])
Net curert (iabilitiesyassets {8 {11} 2 B 446 sl 292
- {11 2 287 453 388 396
FINANCED BY
Share capita * * * 250 250 250 250
(Accumuiated lossesyRetained profits - (1n (13} %7 142 138 146
* (n 13 287 a2 388 38
Amount due to holding compary - - 15 - 61
i (11 2 287 453
{(NLYNTA, per shewe (RM) (2.666.67) (3066.57) (4333.33) 1.18 157 1.55 158

v Represents RM3.00
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6.1.5 S8CS
< As at >
30.06.2002 30.06.2003 36G.06.2004 31.10.2004
RM'000 RM'000 RM'000 RM'000
ASSETS EMPLOYED
Property. plant and equipment 14 T4 81 97
Amount due from holding company 175 - 151 45
Pre-listing expenditure - - 1 1
Current assets 137 123 73 103
Current liabiiities {39} {4} {82} {21)
Net current assets/{liabilities) a8 119 (N 82
287 193 224 225
FINANCED 8Y
Share capital 250 250 250 250
Retained profit/(Accumulatad losses) 37 (110) (26} (25)
287 140 224 225
Amount due te holding company - 53 - -
287 193 224 225
NTA per share {(RM} 1.18 0.58 0.8% 0.90
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6.1.6 SSSB
< As at >
30.06.2001 30.06.2002 30.06.2003 30.06.2004 31.10.2004
RM'O00 RMO000 RM000 RMO00 RM'000
ASSETS EMPLOYED
Property, plant and equipment - 2 16 54 96
Amount due from holding company - 429 447 1,269 2414
Pre-listing expenditure - - - 1 i
Current assets 4 64 284 156 30
Current liabiliies 4 (110 (143) (265)  (878)
Net current assets/liabilities) A {46} 141 {109) {848)
A 385 504 1,215 1,663
FINANCED BY
Share capitat * 250 250 250 250
(Accumulated loss)/Retained profits {4) 135 354 965 1413
(4) 385 604 1,215 1,663
Amount due to holding company 4 - - - -
A 385 504 1,215 1,663
(NLYNTA per share (RM) (1,333.33) 1.54 242 4386 885

* Ampunt less than R, 000.06
* Represents RM3.00
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6.1.7 SESB
< As at >
30.06.2002 30.06.2003  30.06.2004 31.10.2004
RM'000 RM'000 RM'000 RM'000
ASSETS EMPLOYED
Property, plant and equipment 15 8 12 g
Pre-listing expenditure - - 1 1
Pre-contract expanditure - - 76 128
Current assets 86 610 1,688 1,184
Current liabilities {7} (53} {98) {132)
Net current assets 74 557 1,588 1,052
94 565 1678 1,150
FINANCED BY
Share capital 80 80 80 80
Accumulated losses {329} {283) {53) (372)
(249) {203) 27 {292}
Amount due to holding company 343 768 1,651 1.482
g4 565 1,678 1,190
{NL) per share (RM) 311} (2.54) {0.63) (5 26}
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6.1.8 TSB
< feat >
31121999 31122000 30.06200H 0062002 30062003 062004 31.10.2004
RMIO00 RMIO00 FNTO00 RATOO0  RMO00 RMO0D FAO0D

ASSETS EMPLOYED
Amourt due from hoiding company - - 9 43 197 3 41
FAedigling evpercitiue - R _ R R 1 1
Current assets k] B8 165 121 1% 45 44
Currert liahilities ] {40) 59 &) (168 4 @
Net curvert assels/(liabilities) 132 38 1265 118 (42 K] »

12 318 205 161 155 105
FINANCED &Y
Hhare capital 10 10 0 0 10 10 10
Retained profits 67 223 195 151 145 a5 &8

77 3 205 161 155 105 8
Aot due to holding cormpany 55 a5 - - - . -

132 38 25 161 156 106 B
NTA. per share (RMV) 7.70 2330 05 16.10 15.50 1040 7.70
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6.1.9 PMSS
F'd As at -
3121999 3422000 31122001 31122002 30062003 30.06.2004 31.10.2004
FM000 RMO00 RMOOD FRM000 RVI00C  RMVIO0D RWIOOD
ASSETS BEMPUIYED
Property, plart and equiprrent 46 3 58 g7 2 51 43
Preisting experses - - - - . A A
Currert assets 198 22 213 195 176 3 X7
Currert liablities” {117 1) (48 (54) {99) {150) (122
Net curent assets a1 137 165 141 W 153 215
127 168 223 228 149 Pt 258
RNANCED BY
Share capital 150 150 150 150 150 150 150
{Accumulated lessesyRetained profits (3% 15 46 1l (7B} (42) 10
119 165 196 181 74 08 160
Longerm liahiliies
- Hire puchase/ sase payables™ 8 3 7 46 41 X 21
Amourt due to halding conmpany - - - 1 3 70 I
127 168 223 28 149 204 258
NTA per share (FM) 079 110 131 121 048 072 107

* For the purpase of this report and fo ensure comparabilily, the bafance sheets as at 30 Jjune 2003 and 30 June 2004
have been restated. The restalement refates to the reclassification of hive purchase payables under current iabilifies
that is repayable afier one year lo long-term liabiiities.

~ Represents amount less than RM1,000.00
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6.1.10 SHT

< As at >
30.06.2002 30.06.2003 30.06.2004 31.10.2004
RM'000 RM'D00 RM'000 RM'DOO

ASSETS EMPLOYED

Propenrty, plant and equipment 2 4 2 i
Current assets 1 9 13 1
Current liabilities {99} (324) (8) {4)
Net current {liabilities)/assets (98} (315) 5 7
{96) {311) 7 8
FINANCED BY
Share capital * * 250 250
Accumulated josses (96} (311} (497) (540)
(496) (317 (247) (230)
Amount due to holding company - - 254 298
(96) {311) 7 8
ML per share (RM) (48,000.00) (155,500.00) {0.99) (1.16)

- Reprasents RM2 00
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ASSETS EMPLOYED

Property, plant and equipment
Investment in associated company
Current assets

Current liabilities

MNet current assets

FINANCED BY

Share capital
Accumulated losses
Long-term liabilities

- Hire purchase payablas

Amount due to directors

NTA per share (RM)

ﬁAnuarulAzizanChew

< As at >
31.12.1999  3112.2000 31.12.2001  31.12.2002 31.12.2003
RM'000 RM'000 RM'000 RM'000 RM'000

312 287 285 290 310

37 81 81 81 81

568 395 359 378 346
{458) (267) (278) (275} {219)

110 128 81 103 127

459 456 427 474 518

200 280 280 280 280
(99} {30} (76) {53) (39}

1™ 190 204 227 241

34 it - 26 48

324 285 223 221 229

439 496 427 474 518

0.51 0.68 Q73 0.81 0.86

Note: Mo audited financial statements is prepared for the ten (10) monihs period ended 31 October 2004 and the Directors
of TISC are of the opinion thaf there is no significant change or malerial ransactions that have material impact to the
firanciat statements of TISC during the course of its business operations from I January 2004 to 31 Qclobar 2004,
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PROFORMA CONSOLIDATED CASH FLOW STATEMENT

The following proforma consolidated cash flow statement has been prepared for
illustrative purposes only based on the audited financial statements of SJHB and its
subsidiary companies for the financial period ended 31 October 2004 and on the
basis and assumption that the SJHB Group had been in existence throughout the
period under review pursuant to the Listing Scheme as detailed in Section 2.4 had
been effected on 31 October 2004,

Company Proforma
Audited Group
RM'000 RM"000
CASH FLOWS FROM OPERATING ACTIVITIES
{Loss)/Profit before taxation 2) 4,249
Adjustment for:
Amartisation of goodwill on consolidation - 10
Depreciation of property, plant and equipment - 325
interest expense - 86
Operating (loss)/profit before working capital changes (2) 4,670
Increase in inventories - (204)
Increase in receivables - {292)
Increase in payables 1 5.455
Increase/(Decrease) in amount due to Direclors 1 (9}
Decrease in amount due from related parties - 2973
Cash generated from operations - 12.593
Tax paid - (1,110}
Interest paid - (86)
Pre-contract expenditure - (139)
Net cash generated from operating activities - 11,258
CASH FLOWS FROM INVESTING ACTIVITIES
Placement of fixed deposit pledged - {1,346}
Purchase of property, ptant and equipment - (8,198)
Net cash used in investing activities - {9,544)
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PROFORMA CONSOLIDATED CASH FLOW STATEMENT (CONT’D)
Company Proforma
Audited Group
RM'000 RM'000
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid - (6,600}
Proceeds from restricted issue - 14,423
Proceeds from public issue - 10,000
Repayment of bank borrowings - (1,413}
Repayment of hire purchase payables - (787)
Estimated listing expenses - {1,1009)
Net cash from financing activities - 14,534
NET INCREASE IN CASH AND CASH EQUIVALENTS - 16,248
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD * 157
CASH AND CASH EQUIVALENTS AT END OF PERIOD * 16,405
CASH AND CASH EQUIVALENTS COMPRISE:
Cash and bank balances " 16,405

* Amount fess tharr RM 1,000 00
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PROFORMA CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES

The following proforma consolidated statement of assets and liabilities of SJHB
Group and the Company which is prepared solely for illustrative purposes only is
based on the audited financial statements of SJHB and its subsidiary companies as
at 31 October 2004 and on the basis that the SJHB Group pursuant to the Listing
Scheme as detailed in Section 2.4 had been effected on 31 October 2004. The
proforma consolidated statements of assets and liabilities are to be read in

conjunction with the notes thereto.

Note
ASSETS EMPLOYED
PROPERTY, PLANT AND EQUIPMENT 8.2
INVESTMENT IN ASSOCIATED COMPANY 8.3
OTHER INVESTMENT 8.4
AMOUNT DUE FROM ASSOCIATED COMPANY 8.5
GOODWILL ON CONSOLIDATION 8.6
PRE-LISTING EXPENDITURES
PRE-CONTRACT EXPENDITURES
CLURRENT ASSETS
Inventories 8.7
Trade receivables 8.8
Other receivables and deposits
Deposits with licensed banks 8.9
Tax recoverable
Cash and bank balances
LESS: CURRENT LIABILITIES
Trade payables
Other payabies and accruals
Bills payable 8.10
Amount due to Directors 8.11
Amount due to related parties §.12

Pravision for taxation

NET CGURRENT (LIABILITIES)ASSETS

153

Company

RM'000

Proforma
Group
RM'000

11,875
160
23

1"
270

216

336
22,371
6,975
7.004
159
16,405

53,250

2,542
3,889
10,153
76

17
4,481

21,158

(79)

32,092

)

44 647
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PROFORMA CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES

(CONT'D)
Proforma
Company Group
Note RM'000 RM'000
FINANCED BY
SHARE CAPITAL 813 2 40,000
ACCUMULATED LOSS (4) (4}
RESERVE ON CONSOLIDATION - 1,282
SHARE PREMIUM ACCOUNT 8.14 - 3,300
(2} 44,578
MINGRITY INTEREST - 50
LONG TERM LIABILITIES
Deferred taxation 8.15 - 19
(2) 44,647

*

Amount fess than RU1,000 00

NOTES TO THE STATEMENTS OF ASSETS AND LIABILITIES

8.1

(a)

(b}

SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The financial statements of the Group and the Company are prepared under
the historical cost convention and comply with the provisions of the
Companies Act, 1965 and the appiicable approved accounting standards in
Malaysia.

Basis of consolidation

(i)

Subsidiary Companies

The consolidated financial statements include the financial statements
of the Company and all its subsidiary companies made up to the end
of the financial period.

The financial statements of subsidiary companies acquired and
disposed of during the financial period are included in the consolidated
financial statements based on the acquisition method from the
effective date of acquisition or up to the effective date of disposal
respectively.

Intragroup transactions and balances and resulting unrealised gains
are e¢liminated on consclidation and the consolidated financial
statements reflect external transactions only. Unrealised [osses are
eliminated on consolidation uniess costs cannot be recovered.
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The excess between the cost of an acquisition over the fair value of
the Group's share of the net assets of the acquired subsidiary
companies at the date of acquisition is included in the consoiidated
balance sheet as goodwill on consolidation and is amortised using the
straight-line method over its estimated useful life or 10 years,
whichever is shorter. Goodwill on consolidation is reviewed at each
balance sheet date and will be written down for impairment where it is
considered necessary.

The deficit between the cost of an acquisition over the fair value of the
Group's share of net assets of the acquired subsidiary companies at
the date of acquisition is included in the consolidated balance sheet as
reserve on consolidation. Reserve on consolidation is not amortised.

The gain or loss on disposal of a subsidiary company is the difference
between net disposal proceeds and the Group’s share of its net assets
together with any unamortised balance of goodwill and exchange
differences which were not previously recognised in the consolidated
income statements.

(ii) Associated Companies

Associated companies are those companies in which the Group has a
long term equity interest and where it exercises significant influence
over the financial and operating policies.

Investment in associated companies are accounted for in the
consolidated financial statements by the equity method of accounting
based on the audited or management financial statements of the
associated companies. Under the equity method of accounting, the
Group’s share of post acquisition profits less losses of the associated
companies during the period is included in the consofidated income
statements. The Group's interest in associated companies is carried in
the consolidated balance sheet at cost plus the Group's share of post-
acquisition retained profits or accumulated iosses and other reserves
as well as goodwill on acquisition.

Unrealised gains on transactions between the Group and the
associated companies are eliminated to the extent of the Group’s
interest in the associated companies. Unrealised losses are eliminated
uniess cost cannot be recovered.

However, an investment in an associated company is not accounted
for in the consolidated financial statements of SUHB Group under the
equity method as the Directors are of the opinion that this has no
material effect on the resuits of the Group.

{c) Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses.
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Gains or losses arising from the disposal of an asset is determined as the
difference between the estimated net disposal proceeds and the carrying
amount of the asset, and is recognised in the income statements.

Leasehold industrial land and leasehold factory is amortised over the
remaining lease period.

Other property, plant and equipment are depreciated on the straight-line
method at rates based on their estimated useful lives. The principal annual
rates used are as foliows: -

%

Furniture and fittings 10-20
Office equipment 10-20
Tools and equipment 10-20
Motor vehicles 20
Renovation 20
Computers 20-33.33

(d} Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its
assets, other than inventories, deferred tax assets and financial assets, to
determine whether there is any indication of impairment. If any such indication
exists, impairment is measured by comparing the carrying values of 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. Recoverable amounts are estimated for individual assets
or, if it is not possible, for the cash-generating unit to which the assets belong.

An impairment loss is charged to the income statements immediately, unless
the asset is carried at revalued amount. Any impairment loss of a revaiued
asset is treated as a revaluation decrease to the extent of any available
previously recognised revaluation surplus for the same asset.

(e) Subsidiary companies

A subsidiary company is a company in which the Group owns, directly or
indirectly, more than 50% of the equity share capital and has control over its
financial and operating policies so as to obtain benefits from its activities.

Investments in subsidiary companies are stated at historical cost less any
provision for diminution in value. Provision is only made where, in the opinion
of the Directors, there is a permanent diminution in value. It is recognised as
an expense in the period in which it is made.

(H Associated company

An associated company refers to that company in which the Group has a long
term effective interest between 20% to 50% of the equity capital and the
Group is in a position to exercise significant influence on the management.
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Investments in an associated company is stated at historical cost less any
provision for diminution in value. Provision is only made where, in the opinion
of the Directors, there is a permanent diminution in value. It is recognised as
an expense in the period in which it is made.

(g) Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is
determined on a first-in, first-out (FIFO) basis.

(h) Related parties

Parties are considered to be related if one party has the ability to control the
other party or exercise significant influence over the other party, to the extent
that it prevents the other party from fully pursuing its own separate interest, in
making financial and operating decisions.

{i) Foreign currency transactions

Foreign currency transactions are converted into Ringgit Malaysia at the rates
of exchange prevailing at transaction dates and, where settlements have not
taken place at balance sheet date, at the approximate rate prevailing at that
date. All gains and losses on exchange conversion are included in the income
statements.

(i) Pre-contract expenditure

Where the outcome of a contract can be estimated reliably, contract revenue
and contract costs are recognised as revenue and expenses respectively by
reference to the stage of completion of the contract activity at the balance
sheet date. The stage of completion is measured by reference o the
proportion of contract costs incurred for work performed to date, to estimated
total contract costs.

Where the outcome of a contract cannot be estimated reliabily, contract
revenue is recognised to the extent of contract costs incurred that it is
probable will be recoverable. Contract costs are recognised as expenses in
the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue,
the expected loss is recognised as an expense immediately.

When costs incurred on contracts plus recognised profit (less recognised
losses) exceeds progress billings, the balance is shown as amount due from
customers on contract. When progress billings exceed costs incurred plus
recognised profits (less recognised losses), the balance is shown as amount
due to customers on contract.
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(k) Provision for liabilities

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

)] Income tax

Taxation in the income statements represents the aggregate amount of
current and deferred tax. Current tax is the expected amount payable in
respect of taxable income for the period and any adjustments recognised in
the period for current tax of prior years.

Deferred tax is recognised, using the liability method, on all temporary
differences except where the temporary differences 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 tax is
measured at the tax rates that are expected to apply in the period in which the
assets are realised or the liabilities are settled.

Deferred tax is recognised in equity when it relates to items recognised
directly in equity. When deferred tax arises from business combination that is
an acquisition, the deferred tax is included in the resulting goodwill or
negative goodwill.

Deferred tax assets are recognised only to the extent that there are sufficient
taxable temporary differences relating to the same taxation authority to offset
or when it is probable that future taxable income will be avaifable against
which the assets can be utilised.

(m) Revenue recognition
Revenue are recognised when goods are delivered, services rendered and
accepted by customers.

(n} Cash and cash equivalents

The Group and the Company adopt the indirect method in the preparation of
the cash flow statement.

Cash and cash equivalents are short term, highly liquid investments with

maturities of three (3) months or less from the date of acquisition and are
readily convertible to cash with insignificant risk of change in value.
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Deposits with financial institutions which have been pledged for banking
facilities are classified as investments, and are excluded from cash and cash
equivalents.

(o) Employees Benefit
(i) Short term benefits

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

(i) Defined contribution plans

As required by law, companies in Malaysia make contributions to the
state pension scheme, the Employees Provident Fund. Such
contributions are recognised as an expense in the income statements
as incurred.

{p) Financial instruments

Financial instruments are recognised in the balance sheet when the Group
has become a party to the contractual provisions of the instrument.

Financial instruments are classified as liabilities or equity in accordance with
the substance of the contractual agreement. Interest, dividends, gains and
losses relating to a financial instrument classified as a liabiity, are reported as
expenses or income. Distributions to holders of financial instruments
classified as equity are charged directly to equity. Financial instruments are
offset when the Group has a legally enforceable right to offset and intends to
settle either on a net basis or to realise the asset and settle the liability
simultaneously.

(i) Other non-current investments
Non-current investments other than investments in subsidiary
companies, associated companies and joint ventures are stated at
cost less impairment losses.
On disposal of an investment, the difference between net disposal

proceeds and its carrying amount is recognised in the income
statements.
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(i} Receivables
Receivables are carried at anticipated realisable values. Bad debts
are written off when identified. An estimate is made for doubtful debts
based on a review of all outstanding amounts at the balance sheet
date.
(iiij Payables

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

(iv) Interest-bearing borrowings

Interest bearing bank loans is recorded at the face value of the loan
amount.

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets, until such time as
the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised as an expenses in the
income statements in the period in which they are incurred.

{v} Equity instruments

Ordinary shares are classified as equity. Dividends on ordinary shares
are recognised in equity in the period in which they declared.
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a.2 PROPERTY, PLANT AND EQUIPMENT
Proforma Group
COST
Balance at Balance at
01.07.2004 Additions Disposals 31.10.2004
RM'000 RM'000 RM'000 RM'000
Leasehald industrial land 1,191 - - 1,191
Leasehold factory 599 - - 599
Freehold land - 4,000 - 4,000
Building - 4,000 - 4,000
Furniture and fittings 362 6 - 368
Office equipment 630 7 - 637
Tools and equipment 961 60 - 1,021
Motor vehicles 2,331 37 - 2,368
Renovation 673 50 - 723
Computers 708 38 746
7.455 8,198 - 15,653
ACCUMULATED
DEPRECIATION Balance at  Charges for Balance at
01.07.2004 the period Disposals 31.10.2004
RM'000 RM'000 RM 000 RM'000
L easehold industrial land 12 5 - 17
Leasehold factory 7 2 - 9
Freehold land - - -
Building - - - -
Furniture and fittings 195 14 - 209
Office equipment 387 23 - 410
Tools and equipment 664 60 - 724
Motor vehicles 1,576 116 - 1,682
Renovation 296 46 - 342
Computers 315 60 - 375
3,452 326 - 3,778
NET BOOK VALUE Balance at
31.10.2004
RM'000
Leasehold industrial land 1174
Leasehold factory 590
Freeho!d land 4,000
Building 4,000
Furniture and fittings 159
Office equipment 227
Tools and eguipment 297
Motor vehicles 676
Renovation 381
Computers 371
11,875
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The Group's properties are charged to banks for credit facilities granted to the
Group.

The leasehold industrial land with a remaining lease term of ninety-two (92)
years is expiring on 11 December 2096 while the leasehold land of the
leasehold factory with a remaining lease term of eighty-nine (89) years is
expiring on 8 May 2093.

Motor vehicles of the Group amounting to RM2,237,312 at cost are being

acquired under hire purchase arrangements.

INVESTMENT IN ASSOCIATED COMPANY

Proforma
Group
RM'000

Unquoted shares - at cost 160

Details of the associated company are as follows:-

Name © The Industrial & Scientific Co. Sdn. Bhd.

% equity held ;o 38%

Country of incorporation : Malaysia

Principal activities © Importing and distributing of all industrial,
scientific and marine products and Liquefied
Petroleum Gas and also maintenance of safety
and survival aviation and marine equipments

An investment in associated company is not accounted for in the consolidated
financial statements of SJHB under the equity method of accounting as the

Directors are of the opinion that this has no material effect on the results of
the Group.

OTHER INVESTMENT

This represents investment in local goif club and resort which entitle the
Group’'s management and staff to utilise the facilities.

AMOUNT DUE FROM ASSOCIATED COMPANY

This amount is interest-free, unsecured and have no fixed term of repayment.
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8.6 GOODWILL ON CONSOLIDATION
Proforma

Group

RM'000
Goodwill on consolidation
Af beginning of period 311
Additions during the period -
At end of period 311
Cumulative amortisation
At beginning of pericd (31)
Amartisation for the period (10)
At end of period (41)
Net at end of period 270

8.7 INVENTORIES
Proforma

Group
At Cost:- RM000
Spare parts and consurmables 416
Less: Allowance for slow moving inventories (80)

336

These amounts were determined by the Directors at the lower of cost and net
realisable value.

8.8 TRADE RECEIVABLES

Proforma
Group
RM'000
Trade receivables 22432
Less: Allowance for doubtful debts (B1)
22,371

The Directors, after considering all pertinent information available, are of the
opinion that these overdue debts are recoverable in full and adequate
allowance for doubtful debts had been made.
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Ageing analysis of total trade receivables is as follows:
Proforma
Group
RM'000
Current 1 - 30 days 13,5801
31-60 days 2,507
61 - 90 days 1,906
91 - 180 days 3,845
181 days and above 21
22,371
The Group’s normal trade credit terms range from 30 to 90 days.
8.9 DEPOSITS WITH LICENSED BANKS
Proforma
Group
RM"000
Deposits with licensed banks 7,004

The deposits with licensed banks are pledged to the banks to secure the
Islamic Trade Finance Facilities granted to the Group. In accordance with the
Islamic Trade Finance Facilities, the fixed deposit interest will be accounted
for upon the withdrawal of the fixed deposits.

8.10 BILLS PAYABLE

The bills payable bears interest at prevailing commercial rate. These banking
facilities are secured by the following:-

a. A legal charge over the Group's properties;

b. First debenture covering fixed and floating charges over all present
and future assets of the Group;

c. A pledge of the fixed deposit receipts; and

d. Jointly and severally guaranteed by the Group’s Directors.
8.11 AMOUNT DUE TO DIRECTORS

These amounts are interest-free, unsecured and have no fixed term of
repayment.
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8.12 AMOUNT DUE TO RELATED PARTIES
These amounts are interest-free, unsecured and have no fixed term of
repayment.
8.13 SHARE CAPITAL
Proforma
Group
RM'000
Authorised:
Ordinary shares of RM0.58 each 100,000
Issued and fully paid:
Subscribers' shares - 2 ordinary shares of RM1.00 each *
Cash cansideration and subdivision of shares - 4,000 ordinary
shares of RM0.50 each 2
Acquisition of SJSB 20,575
Restricted issue 14,423
Public Issue 5,000
40,000
> Represents RM2.00
8.14 SHARE PREMIUM ACCOUNT
Proforma
Group
RM'000
As at 31 October 2004
Arising from Public Issue 5,000
Finance estimated listing expenses written off {1.700)
3,300
8.15 DEFERRED TAXATION
Proforma
Group
RM'0C0
At beginning of period 82
Recognised in the income statements {63)
At end of period 19
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9. FINANCIAL INSTRUMENTS

(a)

Financial Risk Management Policies

The Group is exposed to a variety of risks in the normal course of business.
The Group’s risk management seeks to minimise the potential adverse effects
from these exposures. The management reviews and agrees policies for
managing each of these risks are as follows: -

(i)

(ii)

(iii)

(iv)

Foreign Currency Risk

The Group undertakes trade transactions with trade receivables and
trade payables where the amounts outstanding are exposed to
currency translation risks.

in order to minimise foreign exchange risks, the management closely
monitor its foreign currency liabilities {o ensure that they are closely
matched against foreign assets.

Interest Rate Risk

The Group is exposed to interest risk through the impact of rate
changes on interest bearing assets and liabilities.

The Group monitors the inferest rate on borrowings closely to ensure
that the borrowings are maintained at favourable rates.

Credit Risk

The Group is exposed to credit risk mainly from frade and other
receivables. The Group extends credit to its customers based upon
careful evaluation of the customers' financial condition and credit
history.

The Group's exposure to credit risk in relation to its trade and other
receivables, should all its customers fail to perform their obligations as
at the period end is the carrying amount of these receivables as
disclosed in the balance sheet.

The Group places its fixed deposits with credit worthy institutions. The
carrying amount of financial assets in the financial statements, net of
any provision of losses, represents the Group's maximum exposure to
credit risk without taking account of the value of any collateral or other
security obtained.

Cash Flow Risk
The Group reviews its cash flow position regularly to manage its

exposure to fluctuations in future cash flow associated with its
monetary financial instruments.
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{b) Fair Values
The carrying amounts of the financial assets and financial liabilities as
reflected in the balance sheet approximate their respective net fair values.
(i) Financial Assets
The Group's principal financial assets are investment in subsidiary
companies, intangible assets, trade and other receivables, cash and
bank balances and amounts owing by subsidiary companies.
The accounting policies applicable to the major financial assets are
disclosed in Section 8.1.
{ii) Financial Liabilities
Debts are classified as liabilities in accordance with the substance of
the contractual agreement.
Significant financial liabilities include trade and other payables and
accrued expenses.
10. CAPITAL COMMITMENT
As at 31 October 2004, SJHB Group has no material capital commitments.
11. NET TANGIBLE ASSETS PER ORDINARY SHARE
Based on the proforma consolidated statements of assets and liabilities of SJHB
Group as at 31 October 2004, the net tangible assets per share is calculated as
follows:-
Net tangible assets (RM'000) 44 092
Total number of ordinary shares of RM0.50 each in issue {'000) 80,000
Net tangible assets per ordinary share of RM0.50 each (RM} 0.55
12 AUDITED FINANCIAL STATEMENTS

No audited financial statements have been prepared in respect of any period
subsequent to 31 October 2004.
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13. EVENTS SUBSEQUENT TO BALANCE SHEET DATE AS AT 31 OCTOBER 2004

Other than the completion of Acquisition of SJSB and Restricted Issue as referred to
in Section 2.4.1 and Section 2.4.2, no event has arisen subsequent to the balance

sheet date, which require disclosure in this report.

Yours faithfully,

NUARUL AZIZAN CHEW & CO. TEE GUAN PIAN

Firm Number : AFG791 Approved Number: 1886/05/06 (J/PH)
Chartered Accountants Partner of Firm
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