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[Company No_897694-T

7. INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS AND
KEY MANAGEMENT AND TECHNICAL PERSONNEL {Cont’d)

7.2.4 Directors’ remuneration and material benefits-in-kind

The aggregate remuneration and benefits paid and proposed to he paid for services
rendered to our Group for the FYE 30 April 2010 and proposed for the FYE 30 April 2011
are as follows:-

P Remuneration Band (RM)

Director(s) FYE 30 April 2010 Proposed for FYE 30 April 2011

Chia Song Kun - 0 —-50,000

Leong Yew Cheong *450,001 — 500,000 600,001 — 650,000

Wong Wee Voo *350,001 — 400,000 400,001 — 450,000

Chia Lik Khai - 0-50,000

Chia Seong Fatt - 0 - 50,000

Low Teng Lum - 0 —-50,000

Mohd Yusof bin Hussian - 0 -50,000

i

Note:
* Includes bonuses in respect of the FYE 30 Aprif 2010, which were paid in the FYE 30 Aprif 2011.

The remuneration which includes our Directors’ salaries, bonus, fees and allowances as
well as other benefits of our Directors, must be considered and recommended by our
Remuneration Committee and subsequently, be approved by our Board. Our Directors’
fees must be further approved by our shareholders at a general meeting.

7.3 BOARD PRACTICES
7.3.1  Directorship

As at the LPD, the details of the date of expiration of the current term of office for each of
the Directors and the period for which the Directors have served in that office are as

follows:-
Date of
expiration of the
Date of current term of  No. of years
Name appointment Designation office in office
Chia Song Kun 4 March 2011 Non-Independent Non- 1 Annual <1 year
Executive Chairman General Meeting
(“AG Mn){a]
Leong Yew Cheong 26 October 2010 Managing Director 1% AGM <1 year
Wong Wee Voo 26 October 2010 Executive Director 1% AGM <1 year
Chia Lik Khai 26 October 2010 Executive Director 1% AGM <9 year
Chia Seong Fatt 4 March 2011 Alternate Director to 1% AGM <1 year
Executive Director,
Chia Lik Khai
Low Teng Lum 27 OCctober 2010 Independent Non- 1% AGM <1 year
Executive Director
Mohd Yusof bin Hussian 4 March 2011 Independeant Non- 1% AGM < 1 year
Executive Director
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[Company No_897694-T

7. INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS AND
KEY MANAGEMENT AND TECHNICAL PERSONNEL (Cont’d)

7.3.2

7.3.3

7.34

Note:-

{a) The 1% AGM will be held latest by 7 October 20711.
Audit Committee

Our Audit Committee comprises the following members:-

Name Designation Directorship

Low Teng Lum Chairman Independent Non-Executive Director
Chia Song Kun Member Non-lndependent Non-Executive Chairman
Mohd Yusof bin Hussian Member Independent Non-Executive Director

The main functions of the Audit Committee inciude inter-alia, the review of audit plans
and audit reports with our external auditors, review of the auditors’ evaluation of internal
accounting confrols and management information systems, review of the scope of
internal audit procedures, review of the financial statements, and nomination of the
external auditors.

Remuneration Committee

Our Remuneration Committee comprises the following members:-

] Name Designation Directorship
} Chia Song Kun Chairman Non-Independent Non-Executive Chairman
Low Teng Lum Member Independent Non-Executive Director

‘ Leong Yew Cheong Member Managing Director

The main functions of the Remuneration Committee include inter-alia, the
recommendation to our Board on the remuneration of the Directors, assisting our Board
in assessing the responsibility and commitment undertaken by our Board members and
assisting our Board in ensuring the remuneration of the Directors are reflective of the
responsibility and commitment of the Directors concerned.

Nomination Committee

Our Nomination Committee comprises the following members:-

Name Designation Directorship

Chia Song Kun Chairman Non-Independent Non-Executive Chairman
Low Teng Lum Member Independent Non-Executive Director
Mohd Yusof bin Hussian Member Independent Non-Executive Director

The main functions of the Nomination Committee include the inter-alia, the review of all
nominations for the appointment or re-appointment of members of the Board and to
determine the selection criteria, and is therefore tasked to review the structure, size and
composition of our Board, and to ensure that all our Directors undergo appropriate
infroduction and training programme.
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[Company No_897694-T

7. INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS AND
KEY MANAGEMENT AND TECHNICAL PERSONNEL (Cont’d)

74.2 Profiles

Save for the profiles of Leong Yew Cheong, Wong Wee Voo, Chia Lik Khai, Tee Seng
Chun and Gan Chih Soon which are disclosed in Section 7.1.2 of this Prospectus, the
profiles of the key management and technical personnel of our Group are as follows:-

{i

{iv)

(iii)

Chan Van Chee

Chan Van Chee, a Malaysian aged 38, is our Financial Controiler. She obtained
her Association of Chartered Certified Accouniants ("ACCA") qualification in
1998. She is also a member of the ACCA and Malaysian Institute of
Accouniants,

Over the years, she has held various accounting and finance positions in KC
Chia & Noor, Shamsir Jasani Grant Thornton, Lion Corporation Berhad, Orienta!
Nichinan Design Engineering Sdn Bhd and Atos Origin Services (M} Sdn Bhd.
Prior to joining us in March 2010, she was aftached to a management
consultancy providing business solutions. She is presently responsible for the
finance and accounting functions of our Group.

Lai Yee Kein

Lai Yee Kein, a Malaysian, aged 35, is our Design Manager. He graduated from
Universiti Pertanian Malaysia (UPM) with a Bachelor of Mechanical Engineering
(Honors) in 1999, He obtained his professional membership as a corporate
member with the Institute of Engineers, Malaysia (IEM) and was registered as
professional engineer with the Malaysian Board of Engineers in 2008.

He started his career when he joined Vickers Hoskins (M) Sdn Bhd as a Project
Engineer in 1999 and was mainly involved in the desighing, testing and
commissioning of boilers. He was subsequently promoted to Assistant Design
Manager in 2006. He subsequently left the company and joined us as our
Design Manager in May 2006. He is presently responsible for overseeing our
design engineering and quality control division. He is also in charge of
conducting in-house technicai trainings on boiler design and engineering design
codes to our clients.

Wong Phoon Heng

Wong Phoon Heng, a Malaysian, aged 58, is our Production Manager. He
obtained his Malaysian Cerificate of Education from Angio Chinese Schooi,
Kampar, Malaysia in 1973.

He attended a technician apprenticeship at Southern Malaysia Tin Dredging (M)
Berhad in 1974 to 1982. In 1983, he joined Pipeline Engineering Sdn Bhd as a
Project Supervisor and was mainly responsible for overseeing piping and palm
oil mill mechanical works at site. He later joined Wembley Industries Sdn Bhd in
1985 as a Project Executive and was subsequently promoted to Assistant
Production Manager in 1996. During his tenure at the company, he was mainly
responsible for heading and supervising the onsite installation of boilers,
materials requisition and production pianning as weli as supervising the
productions process of boilers and pressure vessels. In 1996, he joined Vickers
Hoskins (M) Sdn Bnhd as the Assistant Production Manager and was
subsequently promoted to Production Manager in 2008. He then left the
company and joined us in May 2008. He is presently responsibie for our
production operations, which include amongst others, production planning,
scheduling, controiling and directing our production activities.
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7.

INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS AND
KEY MANAGEMENT AND TECHNICAL PERSONNEL {Cont’d)

7.5

7.6

1.7

INVOLVEMENT OF EXECUTIVE DIRECTORS AND KEY MANAGEMENT IN OTHER
PRINCIPAL BUSINESS ACTIVITIES

As at the LPD, save as disclosed in Section 7.2.3 of this Prospectus, ail of our Group's executive
directors and key management are employees of our Group and are not involved in the
operations of other businesses/corporations outside our Group.

Our Executive Directors’ involvement in other businesses and corporations disclosed under
Section 7.2.3 of this Prospectus do not require their daily involvement as those
businesses/companies are either dormant or managed by well qualified and experienced
managers. As such, their involvement in such other businesses or corporations will neither affect
their contribution to our Group nor negatively impact their ability to act as the Directors of our
Group.

DECLARATIONS FROM OUR PROMOTERS, DIRECTORS AND KEY MANAGEMENT AND
TECHNICAL PERSONNEL

As at the LPD, none of our Promoters, Directors and key management and technical personnel is
or was involved in any of the following events, whether within or outside Malaysia:-

(a) a petition under any bankruptcy or insolvency law was filed (and not struck out) against
such person or any partnership in which he was a partner or any corporation of which he
was a director of key personnel;

(b) disqualified from acting as a director of any corporation, or from taking part directly or
indirectly in the management of the corporation;

(c) charged and/or convicted in a criminal proceeding or is a named subject of a pending
criminal proceeding;

(d) any judgment entered against such person involving a breach of any law or regulatory
requirement that relates to the securities or futures industry; or

(e) was the subject of any order, judgment or ruling of any court, government or regulatory
authority or body temporarily enjoining him from engaging in any type of business
practice or activity.

FAMILY RELATIONSHIPS AND ASSOCIATIONS

Save as disclosed below, there are no family relationships (as defined under Section 122A of the
Act) or associations between or amongst our Directors, Promoters and substantial shareholders
and key management and technical personnel:-

(a) Chia Lik Khai, our Executive Director, is also a Director of QLGR, which in turn is a
substantial shareholder of Boilermech. He is also the son of Chia Song Kun and the
nephew of Chia Seong Fatt;

{b) Chia Song Kun, our Non-Independent Non-Executive Chairman, has substantial
shareholding in CBG and QL. CBG is a substantial shareholder of Boilermech by virtue
of its substantial shareholdings held in QL; and

(c) Chia Seong Fatt is the Alternate Director to Executive Director, Chia Lik Khai. He has
substantial beneficial shareholding in Farsathy under the family trust via the trust
arrangement with Equity Trust (Malaysia) Berhad*. Farsathy is a substantial shareholder
of Boilermech by virtue of its substantial shareholdings held in QL.
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7. INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS AND
KEY MANAGEMENT AND TECHNICAL PERSONNEL {(Cont’d)

Nofe:-

* Equity Trust {Malaysia) Berhad is a frust company registered under the Trust Companies Act, 1948 and holds
the entire shareholdings in Farsathy on trust for the beneficiaries of a family trust,

7.8 BENEFITS PAID OR INTENDED TO BE PAID

Save for the salaries, bonuses, allowances and dividend, there have been no amounts and
benefits that have been or are intended to be paid or given to our Promoters, Directors and/or
substantial shareholders within the two (2) years preceding the date of this Prospectus.

7.9 SERVICE AGREEMENTS

As at the LPD, none of our Directors and key management and technical personnel has any
existing or proposed service agreements with our Group. Presently, the employment of our
Directors, key management and technical personnel are based on only standard employment
contracts.

710  MANAGEMENT AND EMPLOYEES
As at the LPD, our Group has a total workforce of fifty eight (58) employees, of which one (1) is a
foreign employee. We do not experience any significant seasonal fluctuation in our number of

employees. We do not employ a significant number of temporary staff.

The category of our employee structure for the past three (3) FYE 30 April 2010 and as at the
LPD is as follows:-

< No. of employees >
As at 30 April | As at 30 April ] As at 30 April

Category of employee 2008 2009 i 20190 As at the LPD
' |
l Executive Directors and 6 6 \ 8 10
{ management

Sales and marketing - 2 5 8
| Project management and 8 12 ; 19 19
1 planning \
| Design, QC and engineering 4 4 6 8
" Production i 3 4 4 7
i Finance, human resource 3 4 6 7

and administration
Total 24 32 48 58
I |

Our Directors have confirmed that our foreign employee has a valid working permit and is not in
breach of any immigration laws.

None of our empioyees are members of any union nor have there been any major industrial
disputes in the past.
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7. INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS AND
KEY MANAGEMENT AND TECHNICAL PERSONNEL (Cont’d)
7.11  TRAINING AND DEVELOPMENT

We believe that employees are key assets that play a pivotal role in our continuous growth and
recognise the importance of retaining quality employees. It is our policy to encourage the
development and training of employees for the improvement of overali skills and professionalism
for the enhancement of productivity. We emphasise on training and development as an essential
continuing process and encourage our employees to increase their skills and knowledge through
hands-on training.

Towards this respect, we have been consistently sending our personnel to various courses, both
in-house and externally conducted, such as technical and financial courses, in tandem with their
respective job functions and training needs, to equip them with the necessary skills to further
develop their capabilities. We believe in motivating our employees by providing opportunities for
progressive career growth, and as such, provide these training opportunities fo enhance their
performance in order to assume wider job responsibilities.

Some of the external training programmes which we have participated since 2009 are as
follows:-

Year Training Organiser

2009 Usage of Accounting System CYE Computer Centre Sdn Bhd

2009 international Conference on Qil Palm Biomass Asif International (M) Sdn Bhd

2009 Kebenaran Bertulis dan Kelulusan Bertulis Jabatan Alam | Jabatan Alam Sekitar Negeri
Sekitar Perak Perak

2009 Boiler Design, Operations and Maintenance Institute of Engineers Malaysia

2009 Chemistry, Processing Technology and Bio-energy MPOB

2010 Lean Manufacturing Federation of Malaysian

Manufacturer

2010 Palm Gil Milling Technology IHMS Sdn Bhd

2010 Best Practices in the Palm Gil Milling Industry IHMS Sdn Bhd

2010 Kursus Integriti Kontraktor Industri Pembinaan CIDB Malaysia

2010 Boiler/Steam Plant-Cperations and Maintenance Institution of Engineers Malaysia

2010 International Conference on Ol Palm Biomass Asif Intemational (M) Sdn Bhd

2010 National Seminar on Palm Qil Miling, Refining, | MPOB
Environment and Ouality

2010 Safety & Health at Work Place Department of Safety & Health,
Melaka

Management succession plan

We place high priority on ensuring that there is continuity in our management team so as to
maintain our level of competitiveness in the industry. To achieve this, it is our practice to groom
the lower and middle management staff to gradually assume the responsibilities of the senior
management. Our top management drives the strategy for management continuity. Our Directors
are involved in the process of identifying key competencies and regquirements for managerial and
more senior positions. Job and candidate profiles are developed for management positions in
line with our business goals, strategies and culture.
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8.

APPROVALS ANO CONDITIONS

8.1

APPROVALS FROM RELEVANT AUTHORITIES

Bursa Securities had vide their letter dated 14 February 2011, approved our admission to the
Official List of the ACE Market and the listing of and quotation for the entire enlarged issued and
paid-up share capital on the ACE Market of Bursa Securities.

The approval from Bursa Securities is subject to the following conditions:-

No.

Details on conditions imposed ] Status of compliance

1.

Tce be complied. The
information will be
submitted to Bursa
Depository upon
allotment of Shares.

Submission of the following information in respect to the moratorium on
the shareholdings of promoters to the Bursa Depository:-

(iy Name of shareholders;
(il Number of shares; and
(i) Date of expiry of the moratorium for each block of shares.

Approvals from other relevant authorities have been obtained for, Complied.
implementation of the listing proposal;

Make the relevant announcemenis pursuant to paragraphs 8.1 and 8.2 To be complied.
of Guidance Notes 15 of the ACE Market Listing Requirements;

Furnish Bursa Securities a copy of the schedule of distribution showing | To be complied.
compliance to the share spread reguirements based on the entire
issued and paid-up share capital of Boilermech ¢n the first day of listing;

Beilermech to appoint new Chairman and to furnish Bursa Securities a = Complied.
letter of undertaking by the said Chairman pursuant to Annexure GN15-
C and GN15-D of the ACE Market Listing Requirements;

Any directors of the Company that have not afiended the Mandatory | Complied.
Accreditation Programme, must do so prier to listing of the Company,
and

Bellermech to furnish Bursa Securities with a written confirmation of its | To be complied.
compliance with the terms and conditions of Bursa Securities’ approval
once the Admission is completed.

|

The ECU of the SC had, vide its letter dated 8 December 2010, approved our resuiting equity
structure pursuant to the IPO under the equity requirements for public companies. The approval
from ECU of the SC is subject to the following conditions:-

No.

Details on conditions imposed Status of compliance

1.

Boilermech is to allccate the fellowing:-

(a} 9,000,000 Boilermech shares, representing 3.49% of the enlarged | To be complied.
ilssued and paid-up share capita! of Beilermech, by way of
proposed offer for sale to Bumiputera investors approved by MITI;
and

(b  18,250,00C new Boilermech shares, representing 7.46% of the | To be complied.
enlarged issued and paid-up share capital of Bellermech, by way
of private placement to Bumiputera investors approved by MITI.

In the event that Beilermech/MITI is unable to allocate the shares to | Noted.
potential Bumiputera investors, the unsubscribed shares shall be offered
to Bumiputera public investors via balloting.
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8. APPROVALS AND CONDITIONS {Cont'd)
‘ No. l Details on conditions imposed l Status of compliance
i I
2. Boilermech is to allocate 8,000,000 new Boilermech shares to public | To be complied.
investors, of which 4,000,000 shares will be allocated to Bumiputera
public investors via balloting; and
3. | Pursuant to the above, Boilermech/CSK is required to inform the SC | To be complied.
upon compietion of the Proposed Listing.
The MITI had vide their letter dated & February 2011 approved the {PQO.
8.2 MORATORIUM ON OUR SHARES

in compliance with paragraph 3.19 of the ACE Market Listing Requirements and pursuant to the
conditions imposed under the approval letter by Bursa Securities, a moratorium will be imposed
on the sale, transfer or assiagnment of shares held by our Promoters as follows:-

{i) The moraterium applies to the entire shareholdings held by our Promoters for a period of
six (8) months from the date of admission to the ACE Market of Bursa Securities ("6-
Month Moratorium®™);

(ii} Upon the expiry of the 6-Month Moratorium, our Promoters shall hold under moratorium
at least 45% of the nominal issued and paid-up ordinary share capital of our Company
for ancther period of six (6} months; and

(it} Thereafter, our Promoters may sell, transfer or assign up to a maximum of 1/3 per
annum {on a straight-line basis) of the Shares held under moratorium.

Details of the shareholders of Boilermech whose shares are subjected to the moratorium are as
follows:-

After the Offer for Sale and
during the 6-Month Moratorium After 6-Month Moratorium
Promoters No. of Shares % No. of Shares %
: QLGR $0,381,818 35.03 57,988,369 22.48
Leong Yew Cheong 40,474,412 | 15.69 25,968,112 10.07
Wong Wee Voo 27,536,085 10.68 17,666,968 6.85
Tee Seng Chun 11,616,370 4.50 7.452,985 2.89
Gan Chih Soon 10,947,070 4.24 7,023,567 272
Total 180,955,755 70.14 116,100,000 45.01
| !

The moratorium, which has been fully accepted by the aforesaid shareholders, is specifically
endorsed on the share certificates representing the shareholdings of the aforesaid shareholders
to ensure that our registrars do not register any transfer not in compliance with the moratorium
restrictions. In compliance with the restrictions, Bursa Depository will, on our registrars’
instructions in the prescribed forms, ensure that trading of these Shares are not permitted during
the moratorium period.

The endorsement affixed on the share certificates is as follows:-

“The shares comprised herein are nof capabie of being sold, transferred or assigned for a period
determined by the Bursa Securities (“Moratorium Period”). Accordingly, the shares comprised
herein will not constitute good delivery pursuant to the Rules of the Bursa Securities during the
Moratorium Period. No share certificate or cerfificates will be isstued to replace this certificate
during the Moratorium Period unless the same shall be endorsed with this restriction.”
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9.

RELATED PARTY TRANSACTIONS AND CONFLICT OF INTEREST (Cont’d)

9.2

4.3

9.4

9.5

All the above transactions are conducted in the ordinary course of business, carried out on an
arm’s length basis and on normal commercial terms which are not mere favourable to the related
parties than those generally available to the public and will not be detrimental to our minority
shareholders.

We will make disclosures in our annual report of the aggregate value of the recurrent related
party transactions entered inte by us based on the nature of the transactions made, names of the
related parties involved and their relationship with our Group during the financial year and in the
annual reports for the subsequent financial years.

After our Listing, we will procure a mandate from our shareholders, if necessary, for all our
recurrent related party transactions of revenue and trading nature or those necessary for our
day-to-day operaticns. Further, the interested persons shall abstain from voting on the
resolution(s) pertaining to the respective transactions.

TRANSACTIONS THAT ARE UNUSUAL IN NATURE OR CONDITION

As at the LPD, there is no transaction that was unusual in its nature or conditicn, involving goods,
services, tangible or intangible assets, to which our Group was a party in respect of the past
three (3) financial years and the subsequent financial pericd, theracf, immediately preceding the
date of this Prospectus.

OUTSTANDING LOANS

As at the LPD, there are no outstanding icans (including guarantees of any kind) made by our
Company andfor subsidiary to/for the benefit of the related parties for the past three (3) financial
years and the subsequent financial pericd thereof immediately preceding the date of this
Prospectus.

INTERESTS IN A SIMILAR BUSINESS

As at the LPD, none of our substantial shareholders, directors and/or key management and
technical personnel of our Group are interesied, directly or indirectly in any other similar assets,
businesses or interest in Malaysia.

INTERESTS IN OTHER BUSINESS WHICH ARE OUR CUSTOMERS OR SUPPLIERS

As at the LPD, save as disclosed in Section 9.1 of this Prospectus, none of cur substantial
shareholders, directors and/or key management and technical personnel of our Group are
interested, directly or indirectly in any other businesses and corperation which are our Group’s
customers and suppliers.

Any future transactions which involve the interests of our Directors, substantial shareholders, key
management and/or persons connected to them will be transacted at arm's length, and on
normal commercial terms which are not more favourable to the reiated parties than those
generally available to the public, and are net to the detriment of the minority shareholders. In
addition, cur Audit Committee will supervise the terms of all our related party transactions, and
our Board will report such transactions, if any, in our annual reports.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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8. RELATED PARTY TRANSACTIONS AND CONFLICT OF INTEREST (Cont'd)

8.6 PROMOTION OF ANY MATERIAL ASSETS ACQUIRED / TO BE ACQUIRED
None of our Directors and substantial shareholders have any interest, direct or indirect, in any
promotion of, or in, any material asset, within the three (3) most recent completed financial years
and the subsequent financial period thereof immediately preceding the date of this Prospectus,
acquired or disposed of by, or leased to us or our subsidiary, or is proposed to be acguired or
disposed of by or leased to us or our subsidiary.

8.7 DECLARATION BY ADVISERS

Q8K confirms that there is no equity and/or financial relationship with our Group that has resulted
or may result in a potential conflict of interest in its capacity as the Adviser, Sponsor, Underwriter
and Placement Agent to our Group for the Listing,

Messrs Crowe Horwath has given its written confirmation that there is no existing or potential
conflict of interest in its capacity as the Reporting Accountants for the Listing.

Messrs Nagiz & Parthers has given its written confirmation that there is no existing or potential
conflict of interest in its capacity as the Solicitors for the Listing.

Messrs Frost & Sullivan has given its written confirmation that there is no existing or potential
conflict of interest in its capacity as the Independent Market Researcher for the Listing.

Messrs Raine & Horne international Zaki + Pariners Sdn Bhd has given its written confirmation
that there is no existing or potential canflict of interest in its capacity as the Valuer for the Listing.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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10. FINANCIAL INFORMATION (Cont'd)

10.1 HISTORICAL FINANCIAL INFORMATION
10.1.1 Proforma consolidated income statements

The following table sets forth a summary of our proforma consolidated income
statements for the past three (3) FYE up to 30 April 2010 and the six {8) months FPE 31
October 2010 based on the assumption that we have been in existence throughout the
financial years under review. The proforma consolidated income statements are
presented for illustrative purposes only and should be read in conjunction with the
accompanying notes and assumptions included in the Reporting Accountants’ Lelter as
set forth in Section 10.2 of this Prospectus and our Management's Discussion and
Analysis of Financial Conditions, Results of Operations and Prospects that are presented
in Section 10.3 of this Prospectus:-

Proforma Audited
O —~—FYE 30 April-——-—emeee> unaudited
*FPE 31 FPE 31
October October
2008 2009 2010 2009 2010
{RM'000) {RNPO00) (R 000} (RM'000) {RM’000)
Revenue 42,987 59,991 98,783 46,074 60,766
! Cost of sales (36,566) (52,744) (77,497) (35,780) (46,882)
| Gross profit 6,121 7,247 21,286 10,294 13,884
Other income 117 354 168 60 222
6,238 8,101 21,454 10,354 14,106
Selling and marketing expenses (351) {631) (827) (337) (819)
Administrative expenses (1,578) (1,483} (2,367) (1,103) (2,108}
Qther expenses (399) (372) (3,865) (504) (944}
Profit from operations 3,910 5,715 14,385 8,410 10,237
Finance costs (5) (47) (259) (137) (124}
FBT 3,805 5,668 14,096 8,273 10,113
Depreciation 160 346 957 365 500
Interest expense 5 47 299 137 124
Interest income (115} (284) (24) (13) (104)
EBITDA 3,955 5,777 15,328 8,762 10,632
Depreciation (160) (346) {957) {365) (500)
Interest expense &) 47) (299) (137) (124)
Interest income 115 284 24 13 104
FBT 3,905 5,668 14,096 8,273 10,113
Income tax expense (1,051} (1,490) (1,756) (1,031) (2,864)
PAT 2,854 4178 12,340 7.242 7,249
Gross profit margin (%) 14.2 121 215 223 22.8
PBT margin (%} 9.1 9.4 143 18.0 16.8
PAT margin (%) 66 7.0 12.5 15.7 11.9
Effective tax rate (%} 26.9 26.3 12.5 125 283
Number of shares in issue (000)" 223,100 223,100 223,100 223,100 223,100
Gross EPS (sen)®? 1.75 2.54 6.32 3.7 453
Net EPS (sen)™ 1.28 1.87 5.53 3.25 3.25
Notes:-
* Unaudited and stated for illustrative purposes only.
(1) The number of shares in issue prior to the Public Issue.
{2) The gross EPS is calculated based on the PBT aftributable to our shareholders divided by the
nurmber of Shares in issue.
(3) The net EPS is calculated based on the PAT alfributable to our shareholders divided by the number

of Shares in issue.
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10.  FINANCIAL INFORMATION (Cont'd)

Cur audited financial statements for the past three (3) FYE 30 Aprit 2010 and the six (6)
months FPE 31 October 2010 have not been subject to any audit qualification. There
were no exceptional or extraordinary items in the audited financial statements of our
Group during the years/periods under review.

10.1.2 Proforma consolidated balance sheets

We have prepared our proforma consolidated balance sheets below for illustrative
purposes to show the effects on the audited consolidated balance sheet of our Group as
at 31 October 2010, had the IPC been effected on that date. We advise you to read the
proforma consolidated balance sheets together with the accompanying notes and
assumptions included in the Reporting Accountants' Letter as set out in Section 10.2 of
this Prospectus.

Preforma | Proforma ll
After Proforma |
As at 31 October After the Public and utilisation of
2010 Issue proceeds
{RM’000) {RM’000) {RWM'000)
ASSETS
Nen-current assets
Property, plant and equipment 19,349 19,349 22,348
Other investment 23 23 23
19,372 19,372 22,372
Current assets
Inventories 10,068 10,069 10,068
Amount owing by contract 6,104 9,104 9,104
customers
Trade receivables 39,121 39,121 39,121
Other receivables, deposits and 1,734 1,734 1,734
prepayments
Short-ferm deposits with a 2,000 2,000 2,000
licensed bank
Cash and bank balances 7.805 19,322 11,485
69,833 81,350 73,513
TOTAL ASSETS 89,205 100,722 95,885
EQUITY AND LIABILITIES
Equity
Share capital 22,310 25,800 25,800
Share premium - 8,027 7417
Revaluation reserve 4,862 4,862 4862
Fair value reserve 27) 27) 279
Merger deficit {21,810) (21,810) (21,810)
Retained profits 19,740 19.740 18,013
TOTAL EQUITY 25,075 36,592 34,255
Non-current liabilities
Long-term borrowings 4475 4 475 1,975
Deferred taxation 1,614 1,614 1,614
6,089 6,089 3,589
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10,

FINANCIAL INFORMATION (Cont'd)

Proforma | Proforma ll
After Proforma |
As at 31 October After the Public and utilisation of
2010 issue proceeds
(RMW000) (RMW000) {RM’000)
Current liabilities
Amount owing to contract 33,067 33,087 33,067
customers
Trade payables 16,721 16,721 16,721
Other payables and payables 3,109 3,109 3,109
Short-term borrowings 434 434 434
Current tax liabilities 4,710 4,710 4,710
58,041 58,041 58,041
TOTAL LIABILITIES 64,130 64,130 61,630
TOTAL EQUITY AND LIABILITIES 89,205 100,722 95,885
Number of ordinary shares of 223,100 258,000 258,000
RMQ.10 each assumed in issue
(‘'000)
NA 25,075 36,592 34,255
NA per ordinary share (RM) 0.1 0.14 0.13

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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10. FINANCIAL INFORMATION {Cont’d)

10.2 REPORTING ACCOUNTANTS' LETTER ON THE PROFORMA CONSOLIDATED FINANCIAL
INFORMATION

(Prepared for inclusion in this Prospectus)

/N Crowe Horwath. it iy

Member Crowe Horwalh international

Kuala Lumpur Office

Level 16 Tower C, Megan Avenue ||
28 March 2011 12 Jalan Yap Kwan Seng

50450 Kuala Lumpur, Malaysia

Main +6 03 2166 C000

Fax +8 03 21656 1000

The Board of Directors www crowshorwath.com.my
Boilermech Holdings Berhad Info@ctawehanwath.com.my
Lot 875 Jalan Subeng 8,

Taman Perindustrian Subang,

47500 Subang Jaya,

Sefangor Darul Ehsan.

Cear Sirs

BOILERMECH HOLDINGS BERHAD (“BOILERMECH” OR “THE COMPANY")
PROFORMA CONSOLIDATED FINANCIAL INFORMATION

We have reviewed the proforma consolidated financial information of Boilermech and its
subsidiary {"Boilermech Group® or “the Group”) for the financial years ended 30 Aprl 2008 to
2010 and the six-month financial period ended 31 Qctober 2010, together with the eccompanying
notes thereto, for which the Directors are solely responsible, as set out in the accompanying
statements (initialled by us for the purpose of identification only) prepared for the purpose of
inclusion in the prospectus of Boilermech to be dated 14 April 2011.

It is our responsibility to form an opinion on the proforma consolideted financial information as
required by the Prospectus Guidelines issued by the Securities Commission and fo report our
opinion fo you.

Qur work, which involved no independent examination of any of the underiying finencial
information, consisted primarily of comparing the proforma consclidated financial information with
the audited financiai statements, considering the evidence supporting the edjustments, end
discussing the proforma consolidated financial Information with the Directors of the Group.

As the proforma consolideted financial information has been prepered for illustrative purposes
only, such information may not, because of its nature, reflect the actual financial position, results
and cash flows of the Group. Further, such Information does not purport to predict the future
financial position, results and cash flows of the Group.

In our opinion,

{a) the proforma consolidated financial information has been properly prepared on the beses
set out in the accompanying notes to the proforma consoclidated financial Information and
such bases are consistent with the accounting policies of the Boilermech Group unless

otherwise stafed;

(b) the financial statements used in the preparation of the proforma consolidated financial
information were prepared in accordance with Financial Reporting Standards in Malaysia;

and

Page 1
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10. FINANCIAL INFORMATION (Cont’d)

/N Crowe Horwath.

{c) each material adjustment made to the information used in the preparation of the proforma

consolidated financial information is appropriate for the purposes of preparing such
proforma consolideted financial information.

We understand that this letter will be used solely for the purpose stated above. As such, this lefter
should not be used for any other purpose without our prior written consent. Neither the firm nor
any member or employee of the firm underiakes responsibility arising in any way whatsoever to
any party in respect of this letter contrary to the aforesaid purpose.

Yours faithfully

Cones, Houitl_ >

Crowe Horwath James Chan Kuan Chee

Firm No: AF 1018 Approval No: 2271/10/11 (J)
Chartered Accountants Chartered Accountant
Page 2
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10.

FINANCIAL INFORMATION (Cont’d)

A Horwath.
BOILERMECH GROUP AF 1048
|

Initialed For identification Surposes Only

PROFORMA CONSOLIDATED FINANCIAL INFORMATION

1.
1.1

PROFORMA GROUP AND BASIS OF PREPARATION
Proforma Group

Tha proforma consolidated financial information of Boilermech Holdings Berhad
(“Boilermech”) and its subsidiary (“Boilermech Group” or “tha Group"), comprising the
financial information of tha following companies, is presented for the purpose of
ilustration only:-

(a) Boilermach
(b) Boilermech Sdn. Bhd. ("BSB”)

Tha relevant financial periods for the purpose of this report (“Relevant Financial Period™}
are as follows:-

Company Relevant Financial Period

Boilermech Financial pericd from 8 Aprit 2010 (date of incorporation) to
31 October 2010 ("FPE 2011").

BSB Financial years ended (*FYE") 30 April 2008 to 2010 and Financial
Period from 1 May 2010 to 31 October 2010 (*FPE 20117).

Boilermech was incorporated in Malaysia as a privata limited company under the
Companies Act, 1965 on 8 April 2010 undar the nama of Boilermech Holdings Sdn. Bhd.
Boilermech was converted into a public limited company on 14 May 2010 and assumed
its present name, Boillermech Holdings Berhad.

Page 1
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10.

FINANCIAL INFORMATION (Cont’d)

Initigled For Identifisation Purposes Oinly

A Horwath,

BOILERMECH GROUP

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT'D) [

1.
1.1

1.2

- AF 1018

PROFORMA GROUP AND BASIS OF PREPARATION (CONT'D)
Proforme Group {Cont’d)

The proforma consolidated financial information of the Boilermech Group is prepared on
the assumption that the Boilermech Group had been in existence throughout the FYE
2008 to 2010 and FPE 2011. The proforma consolidated financiel information comprises
the following:-

Section2 - Proforma Consclidated Statements of Comprehensive income for the
Relevant Financial Period;

Section3 - Proforma Consolideted Statements of Financial Position as at 31 October
2010; and

Section4 - Proforma Consolidated Statement of Cash Flow for the FPE 2011.

Basis of Preparation

The proforma consolidated financial information of Boilermech Group for the FYE 2008,
2009 and 2010 is prepared on the assumption that the Boilermech Group had been in
existence throughout the FYE 2008, 2009 and 2010 based on the audited financial
statements of BSB for the Relevant Financial Period.

The proforma consolidated financiel information has been prepared in accordance with
Financial Reporting Standards in Malaysia consistent with those previcusly edopted in the
preparation of the audited financiel statements of BSB for the FYE 2010, and efter
incorporating edjustments that are eppropriate for the preparefion of the proforma
consolidated finencial information.

Prior to 1 May 2007, the BSB prepared its financial stalements using Private Entity
Reporting Standards. The change of accounting standards did not have any material
financial effects on the financial statements of the BSB.

From 1 May 2007, the BSB had adopted ail the new and revised Finencial Reporting
Standards ("FRS"} issued by the Malaysian Accounting Standards Board ("MASB™) which
are effective for the relevant financial years for the preparation of these financial statements
except for the Amendments to FRS 117.
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10. FINANCIAL INFORMATION (Cont’d)
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PROFORMA CONSOLIDATED FINANCIAL INFORMATION {CONT’D) ,

1.
1.2

PROFORMA GROUP AND BASIS OF PREPARATION (CONT’D)
Basis of Preparation {(Cont’d)

The Company has adopted in advance of its effective date the amendment made o FRS
117-Leases in the current financial year in refation to the classifications of leasehold fand
es finance leese which is only effective for financial periods beginning on or after 1
Jenuary 2010. The Company’s leasehold land which is in substance a finance lease has
been classified as Property, Plant and Equipment and measured accordingly.

During the FPE 2011, Boilermech underiook the following transections:-
(a) Acqulsition

On 21 QOctober 2010, the Company entered into a Share Purchase Agreement
with the vendors of BSB for the acquisition of 500,000 ordinery shares of RM1.00
each, representing the entire issued and paid-up share capital of BSB, for a total
consideration of RM22,309,998 based on the net assets {("NA") of BSB as at 31
August 2010. The purchase consideration was satisfied by the issuance of
223,099,980 new ordinary shares of RM0.10 each in the Company (“Boilmerch
Shares” or “Shares”) at par. The Acquisition was completed on 21 October 2010.

The proforma consolidated statements of finenciel position together with the
accompanying notes thereto, have been prepared solely for illustrative purposes, to show
the effects of the following scheme had the scheme been implemented and completed on

31 October 2010:-

{b}  Public issue

Pursuant to the Public Issue, the Company shall issue 34,900,000 new Shares at
an issue price of RM0.33 per Share to be ellocated in the following manner:

(i} 19,250,000 Issue Shares will be allocated by way of private placement to
identified Bumiputera investors approved by the Ministry of International
Trade and Industry;

{it) 8,000,000 Issue Shares will be made eveileble for application by the
Malaysian Public; and
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10. FINANCIAL INFORMATION (Cont’d)

Initiated For Identification “urposes Only

AGowemm&,_

BOILERMECH GROUP
PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D)

1. PROFORMA GROUP AND BASIS OF PREPARATION {CONT'D)
1.2  Basis of Preparation {Cont’d)
(b)  Publicissue (Cont'd)

(i) 7,650,000 issue Shares will be made available for application by eligible
directors, employees and business associates/persons of the Group who

have contributed to the success of the Group.

Upon compiletion of the Public Issue, the issued and paid-up share capital
of Boitlermech will increase from RM22,310,000 comprising 223,100,000
Shares to RM25,800,000 comprising 258,000,000 Shares. The Company
shall list its entire enlarged issued and paid-up share capital on the ACE

Market of Bursa Malaysia Securities Berhad.

Page 4
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FINANCIAL INFORMATION {Cont'd}

BOILERMECH GROUP

Initialed For Identifizetion Purposes Only

A\ Crowe Horwath.

AF 1018

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D)

2. PROFORMA CONSOLIDATEO STATEMENTS OF COMPREHENSIVE INCOME OF BOILERMECH

Revenue
Cost of sales

Gross peofit ("GP")
Other income

Selfling and marketing expenses

Administrative expenses
Other expenses

Profit from operations
Finance costs

Profit before taxation ("PBT")

Depreciation
Interest expense
interest income

Eamings before interest, amortisation,

depreciation and taxation
Depreciation
interest expense
Interest income

FBT
Income tax expense

Profit after taxation ("PATY)

Other comprehensive income,

net of tax

- Fair wlue changes of available-for-

sale financial assets
- Renaluation of property

- Income tax expense to component
of other comprehensive income

Total comprehensive income for the
financial year/period

138

AUDITED AUDITED AUDITED UNAUDITED AUDITED
FYE 2008 FYE 2008 FYE2010 FPE2010 FPE 2011
RM'000 RM000 RM'000 RMO00 RM'000
42 987 59,991 98,783 46,074 60,766
{36,806) (52,744) (77.497) {35,780} {46,852
6121 7,247 21,286 10,294 13,884
117 854 168 60 222
6,238 8,101 21,454 10,354 14,106
(351) (531} (827} (337) (819)
(1,578) {1,483} (2,367 (1.103} {2.108)
(399} @372} (3.865) (504) {844}
3,910 5715 14, 395 8410 10,237
(5 (47 (299) (137} (124)
3,905 5668 14,096 B.273 10,113
160 M8 o57 365 500
5 47 299 137 124
(115} (289) (24) (13) (104)
3,855 5777 15,328 B, 762 10,633
(160} (345) {957) (365) {500)
5 @n (299) (137 (124)
115 284 24 13 104
3,905 5,668 14,006 B,273 10,113
(1.051) (1,490) {1,756) {1,031} (2,864)
2,854 4,178 12,340 7242 7,249
- - - - Y
- - - - 8,482
- . . - (1.620)
- - - - 4,857
2,854 4178 12,340 7,242 12,106
Page 5
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10. FINANCIAL INFORMATION (Coni’d)
Initisled For Identificaton Durposaes Qnly
N\ Crowe Horwath,
BOILERMECH GROUP A AF 1018

L
PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT'D) r

2. PROFORMA CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME OF BOILERMECH
AUDITED AUDITED AUDITED UNAUDITED AUDITED
FYE2009 FYE20039 FYE2010 FPE2010 FPE 2011
RM'000 RM'000 RM"000 RM'000 RM'000
GP margin (%) 14.2% 12.1% 21.5% 22.3% 22.8%
PBT margin (%) 9.1% 9.4% 14.3% 18.0% 16.6%
PAT margin (%) 6.6% 7.0% 12.5% 15.7% 11.9%
Effective tax rate (%) 26.9% 26.3% 12.5% 12.5% 28.3%
interest coverage (imes) 7820 121.6 48.1 614 826
Assumed number of shares
in issved of RM 0.10 each (00G) * 223,100 223,100 223,100 223,100 223,100
Gross eamings per share ("EPS") (sen) 1.75 254 6.32 371 453
Net EPS (sen) 1.28 1.87 553 3.25 325
»}'ore:—

immediate prior fo the Public Issue.

139

- The number of shares assumed in issue is the number of issued and paid-up share capital of RMO.10 each
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10.  FINANCIAL INFORMATION (Cont’d)
Initinled Far 4denﬁf'.‘r:;;.:sr<»';‘:‘t:r;nm Onhe
AN\ Crowe Horwath.
BOILERMECH GROUP 4 AF 1018

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT'D)

3.

31

3.2

PROFORMA CONSOLIDATED STATEMENTS OF FINANCIAL POSITION OF BOILERMECH AS AT
31 OCTOBER 2010 (CONT'D)

Proforma |

Proforma | incorporates the effects of the Public issue of 34,900,000 new Boilermech
Shares, at an Initial Public Offering (“iPO”} price of RM0.33 per Boilermech Share,
payable in full on application.

Proforma il

Proforma |l incorporates the effects of Proforma | and the Utilisation of Proceeds. The
proceeds will be utilised as follows.-

RM'000
Business expansion plans 4,000
Repayment of term foan 2,500
Working capital 3,317
Estimated listing expenses * 1,700
1,517

Nota:

* . The lotal estimaled listing expenses for the issue of new Sheres is RM1,700,000 of which
RME10,000 will be wriften off ageinst the shere premium eccount under Section 60 of the
Compenies Act, 1965. The balence of the estimaled listing expenses of RM1,090,000 wilf be
expensed off ageinst the statements of comprehensive income end this represents e one-off
expenditure pursuent to the IPO. During the FPE 2011, the listing expenses of RM363,000 hes
been expensed off against the statements of comprohensive income.

Page 10
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10. FINANCIAL INFORMATION (Cont’d)

Initialad For Identificziinn “urposss Only

/)\ Crowe Horwath.
BOILERMECH GROUP AF 1018

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D) Y

3. PROFORMA CONSOLIDATED STATEMENTS OF FINANCIAL POSITION OF BOILERMECH AS AT
31 OcTOBER 2010 (CONT'D)

3.3  PROPERTY, PLANT AND EQUIPMENT
The details of property, plant and equipment are illustrated below:-

Accumulated Net book

At cost At valuation depreclation value
RMW'000 RM'000 RM'000 RM'000

Leasehold land - 11,000 {31) 10,969
Building - 5,900 (35) 5,865
Computers 241 - {170) 71
Fumiture, fittings and office

equipment 278 - (81) 197
Machinery 1,915 - {552) 1,363
Motor wehicles 1,558 - (674) 884
As at 31.10.2010/As per Proforma | 3,992 16,900 {1,543) 19,349
Business expansion plans 3,000 - - 3,000
As per Proforma | 6,992 16,900 {1,543) 22,349

34 CASH AND BANK BALANCES
RM'000
As at 31 October 2010 7,805
Add: Proceeds from Public lssue 11,517
As per Proforma | 19,322
Ukilisation of Proceeds
- estimated listing expenses (1,337}
- business expansion plans (4,000)
- repayment of term loan (2,500}
As per Proforma i 11,485
Page 11
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10.

FINANCIAL INFORMATION (Cont’d)

BOILERMECH GROUP

,)\Crrme

Initialed For Idemtification Purposes Only

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT'D)

3.

3.5

3.6

3.7

PROFORMA CONSOLIDATED STATEMENTS OF FINANCIAL POSITION OF BOILERMECH AS AT

31 OCTOBER 2010 (CONT'D)
SHARE CAPITAL

The movements in the issued and paid-up share capital of Boilermech are as follows:-

Number of Amount of
Ordinary Share
Shares Capital
‘000 RM'000
As at 31 October 2010 223,100 22310
Public lssue 34,900 3,490
As per Proforma Vi 258,000 25,800
SHARE PREMIUM
The movements in the share premium account are as follows:-
RM'000
As at 31 October 2010 -
Publfic lssue 8,027
As per Proforma | 8,027
Estimated listing expenses * (610)
As per Proforma |l 7,417
Note:

* - The totel estimated listing expenses for the issue of new Shares Is RM1,700,000 of which
RM610,000 will be written off against the share premium account under Section 60 of the
Companies Act, 1965. The balance of the estimated listing expenses of RM1,090,000 will be
axpenised off against the stetements of comprehensive income and this represents a one-off
expenditure pursuant to the IPQ. During the FPE 2011, the listing expenses of RM363,000 hes

beern expernised off against the statements of comprehensive income.

MERGER DEFICIT

The merger deficit arose from the acquisition of Boilermech using the merger method of

accounting.

145
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10. FINANCIAL INFORMATICON (Cont’d)

Initialed For ldentification Purpoaes Oniy

BOILERMECH GROUP i
{

AF 1018

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D)

3. PROFORMA CONSOLIDATED STATEMENTS OF FINANCIAL POSITION OF BOILERMECH AS AT
31 OcTOBER 2010 (CONT’D)

3.8 RETAINED PROFITS

RM'000
As at 31 October 2010/As per Proforma | 19,740
Estimated listing expenses (727)
Business expansion plans (1,000}
As per Proforma It 18,013
39  LONG-TERM LIABILITIES
RM'000
As at 31 QOctober 2010/As per Proforma | 4,475
Utilisation of Proceeds (2,500)
As per Proforma |t 1,975
Page 13
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10. FINANCIAL INFORMATION (Cont'd}

Initigled For ldentific=tion Purposes Only

M Crowe
BOILERMECH GROUP o 1018

PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT’D) I

4, PROFORMA CONSOLIOATEQ STATEMENT OF CASH FLOW OF BOILERMECH FOR THE FPE
2011
UNAUDITEO AUDITED
FPE 2010 FPE 2011
Note RM"000 RM"000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 8,273 10,113
Adjustments for-
Depreciation of property, plant and equipment 365 500
Impairment loss on trade receivables - 1,425
Interest expense 137 124
Gain on disposal of equipment {20} -
Interest income {13) {104)
Unrealised gain on foreign exchange - (14)
Write-back of impairment foss on trade receivables - {1.254)
Operating profit before working capital changes 8,742 10,790
increase in amount owing to contract customers (1,738} (3,700)
Decrease/{Increase) in inventories 5,556 {651)
Increase in trade and other recejvables (5,363) {4,7286)
increase in trade and other payabies 1,102 3,022
increase/{Decreasa} In amount owing to contract customers 2,349 {1,303)
CASH FROM OPERATIONS 10,648 3,432
Interest paid {137) {124)
Income tax paid (660) (601)
NET CASH FROM OPERATING ACTIVITIES/
BALANCE CARRIEOQ FORWARO 9,851 2,707
Page 14
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10.

FINANCIAL INFORMATION (Cont’d)

BOILERMECH GROUP |
PROFORMA CONSOLIDATED FINANCIAL INFORMATION (CONT'D)

4.

I
o, et iy

Initialed For ldontifintion Pruiposes Only

A\ Crowe Horwath,

AF 1018
S ek i

PROFORMA CONSOLIDATED STATEMENT OF CASH FLOW OF BOILERMECH FOR THE FPE

2011 {(CoNT'0)

BALANCE BROUGHT FORWARD

CASH FLOW FOR INVESTING ACTIVITIES
Proceeds from disposal of equipment
Purchase of property, plant and equipment

Interest received

NET CASH FOR INVESTING ACTIVITIES

CASH FLOWS FOR FINANCING ACTIVITIES
Repayment of hire purchase obligations
Repayment of term loan

Dividend paid

NET CASH FOR FINANCING ACTIVITIES

UNAUOITED AUOITED

NET INCREASE/(DECREASE}) IN CASH ANO CASH

EQUIVALENTS

EFFECTS ON FOREIGN EXCHANGE, NET

CASH AND CASH EQUIVALENTS AT BEGINNING

OF THE FINANCIAL PERIOO

CASH ANO CASH EQUIVALENTS AT ENO
OF THE FINANCIAL PERIOD

FPE 2010 FPE 2011
Note  RM'000 RM'000
9,851 2,707
95 -

(1,815) (1,224)

13 104

(1,707) (1,120)

(62) {95)

(107) (136)
(1,000) {8,000)

(1,159) (8,231)
6,985 (6,644)

- 23

11,544 16,426

41 18,529 9,805

The Proforma Consolidated Cesh Flow Statement of Boilermech has been prepered before taking
into account the proceeds from the Public Issue end Utilisatior: of Proceeds.
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10. FINANCIAL INFORMATION (Cont’d)

BOILERMECH GROUP

Initialed For identification Purpases Only

A Horwath.

AF 1018

PROFORMA CONSOLIDATED FINANCIAL INFORMATION {(CONT’D)

4, PROFORMA CONSOLIDATED STATEMENT OF CASH FLOwW OF BOILERMECH FOR THE FPE

2011 {CONT’D)

41 CASH AND CASH EQUIVALENTS

UNAUDITED AUDITED
FPE 2010 FPE 2011
RM'000 RM'000
Short-term deposits with a licensed bank 10,119 2,000
Cash and bank balances 8,410 7,805
18,529 9,805

APPROVAL BY THE BOARD OF DIRECTORS

Approved and adopted by the Board of Directors in accordance with a resolution dated

28 MAR 2011

On behalf of the Board,

Leong Yew Cheong

149

Wong Wee Voo
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10.

FINANCIAL INFORMATION (Cont’'d)

10.3

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITIONS, RESULTS
OF OPERATIONS AND PROSPECTS

The following management’s discussion and analysis of our Group’s financial conditions
and results of operations should be read in conjunction with the proforma consolidated
financial information and the accompanying notes for the past three (3) FYE 30 April 2010
and the six (6} months FPE 31 October 2010 included in Section 10.1 and 10.2 of this
Prospectus.

The discussion and analysis contains data derived from our audited financial statements as well
as forward-looking statements that involves risks and uncertainties. The results may differ
significantly from those projected in the forward-looking statements. Factors that may cause
future results to differ significantly from those included in the forward-looking statements include,
but are not limited to, those discussed below and elsewhere in this Prospectus, particularly the
risk factors as set out in Section 4 of this Prospectus.

10.3.1 OQverview of our financial results
We are principally involved in the following activities:-
{i) Design, manufacture, instaliation and commissioning of biemass boiiers; and

(ii} Repairs and refurbishment services as well as provision of engineering solutions
for biomass boiler.

Please refer to Section 5 of this Prospectus for our Group's detailed business overview.
Revenue

Our core revenue stream is derived from the design, manufacture, installation and
commissioning of biomass boillers. The sales of our new biomass boilers contributed
more than 90% of our total revenue for the past three (3) financial years and the six (6)
months financial period under review. The remaining revenue is derived from our repairs
and refurbishment services as well as provision of engineering solutions for biomass
boilers.

Our total revenue has been predominantly driven by MB and MRST demand from palm
oil mills, and accounted for approximately 85.43%, 86.87%, 89.31% and 95.06% of our
total revenue for the past three (3) FYE 30 April 2010 and the six {6} months FPE 31
October 2010 respectively. Apart from the palm oil milling industry, we have also
diversified our customer base to cover other agricultural based processing industries
such as sugar miling, rubber based manufacturing, food processing and palm oil
refineries,

Cur revenue is also segmented between local and overseas markets, of which the local
market contributed approximately 65.56%, 60.03%, 44.16% and 51.14% of our total
revenue for the past three (3) FYE 30 April 2010 and the six (8) months FPE 31 October
2010 respectively. For the past three (3) FYE 30 April 2010 and the six (6) months FPE
31 October 2010, Indonesia was our largest overseas market, accounting for
approximately 32.85%, 29.01%, 41.00% and 36.40% of our total revenue respectively.
Building on our established track record and reputation as well as leveraging on our
technical expertise, we have extended our market presence to Ivory Ceoast, Sri Lanka,
Thailand and the Solomon Islands. Our geographical expansion thus far have been
mainly focused on moving in tandem with our existing customers and business contacts
who are seeking expansion outside South East Asia.
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10.

FINANCJAL INFORMATION (Cont'd)

We recognise our revenue in the following manner:-

(i)

(ii)

MB

Revenue for boiler manufacturing contracts is recognised based on the
percentage of completion method. Under this method, we estimate the
percentage of completion of the project based on the actual contract cost
incurred over the total estimated/budgeted cost of the contract.

MRST

Revenue for our MRST operations are generally recognised based upon delivery
of goods andfor customers’ acceptance on services performed. However, we
also recognise MRST revenue based on percentage of completion method for
boiler repairs and refurbishment works that require a longer completion period
and involves replacement of substantial boiler parts and provision of engineering
solutions.

The selling price for our products and services is dependent on the following major
factors:-

(i)
(if)

(iif)
(iv)

the technical specification of the boiler;

the cost of raw materials and boiler components as well as labour and
installation costs;

the location site of the boiler installation (which may necessitate additional
transportation charges such as freight and other handling costs); and
competition from other boiler manufacturers.

The main factors affecting our revenue are as follows:-

(i)

(i}
(i)

the level of production activity and rate of installation {which depends, on
amongst others, customers’ site readiness);

number of contracts secured; and

the prevailing economic and market demand conditions for boilers.

For further information on the factors affecting the revenue of our Group, please refer to
Section 10.3.3 of this Prospectus.

Cost of sales

The analysis of our cost of sales for the financial years under review is as follow:-

FYE 30 April
2008 2009 2010
{RM’'000) (%) {RM’000) {%) {RM’'000) {%)
Materials and equipment 29,035 | 78.76 42 119 | 79.86 58,981 76,11
Lahour and installation 4867 | 13.20 5,032 9.54 10,206 | 13.17
cost
Transportation cost 1,268 3.44 2,904 5.50 4,463 576
Totatl direct cost 35170 | 9540 50,055; 94.90 73650 9504
Indirect production 1,696 460 2,689 5.10 3,847 4.96
overheads
Cost of sales 36,866 | 100.00 52,744 1 100.00 77,497 | 100.00
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FPE 31 Cctober
2009 2010
{RAM000) ' (%) (RM’000) (%)
Materials and equipment 27,933 | 78.07 33853 | 72.21
LLabour and installation cost 3,778 | 10.56 7.082 | 1511
Transportation cost 2427 6.78 3.017 6.43
Total direct cost 34,138 | 95.41 43,952 | 93.75
Indirect production overheads 1,642 4.59 2,830 8.25
Cost of sales 35,780 | 100.00 46,882 | 100.00

Our cost of sales comprises cost of materials and equipment, labour and installation
cost, transportation cost and indirect production overheads as explained below:-

(@

Materials and equipment

Cost of materials and equipment accounted for a significant portion of our total
cost of sales, having contributed approximately 78.76%, 79.86%, 76.11% and
72.21% for the past three {3) FYE 30 April 2010 and the six (6) months FPE 31
October 2010 respectively. The major components of our raw materials are steel
tubes, plates and instruments and equiprment. For further inforrnation on the
principal raw materials used by our Group, please refer to Section 5.8.5 of this
Prospectus.

For the past three {3) financial years and the six {68) months financial period
under review, we have procured these raw materials particularly steel-based raw
materials based on the pricing, availability/ lead time for delivery and quality of
the raw materials from our group of suppliers. We are not overly dependent on
any particular supplier and believe that we are able to source our raw materials
from alternative suppliers, if the need arises. For further details on the availability
and fluctuations in the prices of raw materials, please refer to Section 4.1.4 of
this Prospectus.

We generally procure our raw materials once we have secured the boiler
confract. However, we also purchase certain sizes of stee! plates and tubes in
advance, in anticipation of securing new boiler contracts (particularly those
under tender) and when suppliers are able to offer raw materials at favourable
prices.

The key factors affecting our cost of materials and equipment are set out as
follows:-

(i) the demand and supply conditions for our main raw materials, in
particular steel tubes and plates, and instruments and equipment; and
(i) our ability to secure competitive pricing from our suppliers.

For the past three (3) financial years under review, we recorded an upward trend
for our total cost of raw materials. In the six (6) months FPE 31 October 2010,
our cost of raw materials was approxirnately RM33.85 million as compared to
RM27.93 million recorded in the previous corresponding six (6) months FPE 31
October 2009. The increase in the total cost of raw materials in the said financial
years and period under review was mainly attributable to the increase in the
number of contracts secured and the level of production activity.
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(i)

(iil)

{iv)

Labour and installation cost

Our labour and installation cost relates to the supply of fabour for the following:-

() the fabrication works for boiler pressure vessels and tubes forming at
our factory premises, and
(i) the installation and commissioning of the boiler system at site,

For the past three (3) financial years under review, our labour and installation
cost has been on an upward trend which is consistent with the increase in the
level of production activity and the number of boilers installed and commissioned
at site. For the six (8) months FPE 31 October 2010, we recorded a higher
labour and installation cost of RM7.08 million as compared to RM3.78 million
reported in the previous corresponding financial period. The substantial increase
was mainly due to the increase in the number of boilers installed and
commissioned in the six (6) months financial period under review. In the six (6)
months FPE 31 October 2010, we installed and commissioned twenty four {24}
boilers as compared to nine (9) boilers in the previous corresponding financial
period.

Transportation cost

Cur transportation cost relates to the carriage, freight charges and handling
costs incurred in delivering the boilers to the location site.

Qur transportation cost was on an increasing trend for the past three (3) FYE 30
April 2010. For the six (6) months FPE 31 October 2010, we reported higher
transportation cost of approximately RM3.02 million as compared to RM2.43
million recorded in the previous corresponding financial period. The upward
trend in our transportation cost for the financial years and period under review
was mainly attributable to the increase in the number of boilers delivered to our
overseas installation sites and is in line with the increase in revenue derived
from overseas markets.

Indirect production overheads
Our indirect production overheads relate to the design, production management

and supervisory cost, project management cost, depreciation and general
upkeep of plant, machinery and factory premises and consumables.

Other income

Qur other income mainly comprises gain on disposa! of motor vehicles, sales of scrap
material, gains on foreign exchange and interest income. Our other income represents
approximately 0.27%, 1.42%, 0.17% and 0.37% of our Group’s total revenue for the past
three (3) financial years and the six (6) months FPE 31 October 2010 respectively.

For the FYE 30 April 2009, we reported a higher other income as compared to the rest of
the financial years and the six (6) months financial period under review. The substantial
increase in other income was primarily due to the gains in foreign exchange of
approximately RMO0.56 million and fixed deposit interest income amounting to
approximately RMO0.28 million.
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Qperating expenses

FYE 30 April

2008 2009 2010
Operating expenses {RM000} (%) | (RM’000) (%) | (RM’000) (%)
Selling and marketing expenses 351 15.08 531 | 22.26. 827 | 11.72
Administrative expenses 1,578 | 67.78] 1,483 | 62.15 2,367 | 33.53
Other expenses 399 17.14 372 | 1559 3,865 | 5475
Total 2,328 | 100.00, 2,386 | 100.00 | 7,059 | 100.00

| |
FPE 31 October

2008 2010
Operafing expenses (RM'000) (%) | (RW00D) (%)
Selling and marketing expenses 337 | 17.34 8191 21.17
Administrative expenses 1,103 | 58.77 2,106 | 54.43
Other expenses 503 | 25.89 944 | 24.40
Total ! 1,943] 100.00 3,869 | 100.00

QOur operating expenses comprise selling and marketing expenses, administrative
expenses and other operating expenses, and in aggregate only represents
approximately 4% to 7% of our fotal revenue for each of the financial years and the six
(6) months financial period under review.

Our selling and marketing expenses mainly comprise sales and marketing staff cost,
entertainment and travelling costs, exhibitions and advertisement expenses as well as
agency commission cost. It constituted approximately 0.82%, 0.89% and 0.84% of our
total revenue for the past three (3) FYE 30 April 2010 respectively. In the six (6) months
FPE 31 October 2010, we reported higher selling and marketing expenses amounting to
approximately RM0.82 million as compared to RM0.34 million recorded in the previous
corresponding financial period. The ingrease was mainly attributable to the increase in
our marketing staff cost and agency commission cost arising from our business
expansion efforts.

Our administrative expenses mainly comprise directors’ fees and remuneration,
administration staff cost, audit fee, general repairs, telecommunication and utilities
expenses. It constituted approximately 3.67%, 2.47%, 2.40% and 3.47% of our revenue
for the past three (3) FYE 30 April 2010 and the six (6) months FPE 31 October 2010
respectively.

Qur other operating expenses mainly comprise loss on foreign exchange, allowance for
doubtful debts and depreciation. Other operating expenses constituted approximately
0.93%, 0.62% and 3.91% of our revenue for the past three (3) FYE 30 April 2010. For
the FYE 30 April 2010, we recorded a higher other operating expenses as compared to
the rest of the financial years under review. The substantial increase in our other
operating expenses was mainly attributable to the increase in depreciation charges and
allowance of doubtful debts of approximately RM2.19 million. The allowance of doubtful
debts is provided based on an assessment of the recoverability of trade receivables.
Piease refer to Section 10.5.9 of this Prospectus for our policy on allowances for
doubtful debts.
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In the six (6) months FPE 31 October 2010, we recorded higher other operating
expenses of approximately RM0.94 million as compared to RM0.50 million reported in
the previous corresponding financial period. The increase was mainly due to the sum
incurred in relation to the listing exercise totailing approximately RAMO0.36 million,
allowance of doubtful debts of approximately RMO0.17 million and the increase in
depreciation charges.

Order book
MB
Orders for new boilers are secured based on boiler manufacturing contracts. New boiler

manufacturing contracts secured by us for the past three {3) FYE 30 April 2010 and up to
the LPD are as follows:-

FYE 30 April From 1 May
2010 to the
2009 2009 2010 LPD
{RM'000) {RM’000) {RM’000) {RM’000)
New boiler 91,968 91,825 132,698 119,007
manufacturing contacts

No. of hoilers 35 33 83 38
Average contract value 2,628 2,783 2,504 3,132

Up to the LPD, we have completed the physical delivery of 122 boilers of which we have
installed and commissioned 89 boilers. As at the LPD, our outstanding order book
recognisable as revenue is approximately RM184.2 million.

MRST

The nature of our business for our MRST operations is such that we receive orders from
our customers based on purchase orders with specifications such as the type of boiler
component and part required, quantity, the type of repairs and technical requirements.
Most of our customers’ orders are usually fulfilled within one {1} month except for certain
boiler repairs and refurbishment works that require a longer completion period.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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10.3.2 Our resuits of operations

Detailed analysis of revenue and operating profit

The following tables set out the segmental analysis of our Group's revenue, gross profit
and gross profit margins by principal activities and markets for the respective financial
years under review:-

(i) Revenue

Our revenue stream from our principal activities for the past three (3} FYE 30
April 2010 and the six (6) months FPE 31 October 2010 are as follows; -

FYE 30 Aprii

2008 2009 2010
Principal activities (RM000) ] (%) (RWOOD)| (%) | (RM000)| (%)
MB 38,961 | 90.63| 55196| 9200| 88,929 90.02
MRST 4,026| 937 4,795| 8.00 9,854 9.98
Total revenue 42,987 | 100.00| 59,991 | 100.00| 98,783 | 100.00

FPE 31 October

2009 2010
Principal activities (RM'000) | (%) | (RWOOO)| (%)
MB 43833| 9514| 57.440| 9453
MRST 2241| 486 3326| 547
Total revenue 46,074 | 100.00| 60,766 | 100.00

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK ]
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The breakdown of our Group’s revenue by end user industries for the past three
{3) FYE 30 April 2010 and the six (8) months FPE 31 October 2010 are as

follows:-
FYE 30 April
End usar 2008 2008 2010
industries {RM’000) {%)| (RM'000) (%) {(RM’000) {%)
Palm oil milling 36,725 | 8543 52,113 | 86.87 88,218 | 89.31
industry
Agriculturai
based processing
industry
Sugar milling 2,331 5.43 2,140 3.57 9,031 9.14
Rubber based 108 0.25 2,045 341 980| 099
manufacturing
Food processing - - 1,646 274 358 0.36
Palm oil refineries 3,823 8.89 2,047 3.41 196 | 0.20
6,262 | 14.57 7,878 13.13 10,565 | 10.69
Total revenue 42,987 | 100.00 59,991 | 100.00 98,783 | 100.00
FPE 31 October
2008 2010
End user industries {RM'D00) (%)} (RW000} {%)
Palm oil milling industry 40,898 | 88.77 §7,762| 95.08
Agricultural based processing industry
Sugar milling 4,328 9.39 744 1.22
Rubber based manufacturing 543 1.18 908 1.49
Food processing 137 0.30 1,181 1.84
Palm oil refineries 168 0.38 171 0.28
5176 11.23 3,004 4.94
Total revenue 46,074 | 100.00 60,766 | 100.00
J
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The breakdewn of our Group's revenue by geographical markets for the past
three (3) FYE 30 April 2010 and the six (§) months FPE 31 October 2010 are as

follows:-
FYE 30 April
Geographical 2008 2009 2010
markets {RM'000) {%)| (RMW000) {(%)| (RM'000) {%)
Local 28,185 | 65.56 36,009 | 60.03 43,623 | 44.18
| Overseas:- i
Indonesia 14,121 | 32.85 17,404 | 20.01 40,504 | 41.00
fvory Coast - - 59 0.10 13,456 | 13.62
Thaitand 53 012 4,391 7.32 985 1.00
Cambodia - - - - 55 0.05
Solomon Islands - - 2,048 3.41 86 0.07
Sn Lanka 617 1.44 m - - -
Others'” 11| 0.03 82| 013 94| o010
Total overseas 14,802 | 34.44 23,982 | 39.97 55160 | 55.84
Total revenue 42,987 | 100.00 59,991 | 100.00 98,783 | 100.00
_|
FPE 31 October
2009 2010
Geographical markets {RM'000) (%) (RM000) {%)
Local 23,423 | 50.84 | 31,075 | 51.14
Overseas:- '
Indonesia 14,8991 32.34 22115| 36.40
Ivory Coast 7,518 1632 3,214 529
Thailand 225 0.49 2536 4.17
Cambodia - - 1,344 221
Sofomon Islands - - 438; 072
Sri Lanka - - - -
Others'™ 8 001 44| 007
' Total overseas 22,651 | 49.16 29,6901 48.86
Total revenue 46,074 | 100.00 60,766 | 100.00
[ ]
Notes:-
{1} Negligible.
{2) Includes amongst others, Myanmar and Colombia.
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(i) Gross profit and gross profit margins

The breakdown of cur Group’s gross profit and gross profit margins by principal
activities for the past three (3) FYE 30 April 2010 and the six {6) months FPE 31
October 2010 are as follows:-

FYE 30 April

Principal 2008 2009 2010
acfivities {RM’'000) (%)} | (RM'000} (%} | (RM'00D} (%}
MB 46831 78.51 50841 7015 18,492 1 77.48
MRST 1,438 | 23.49 2163 | 29.85 4,794 | 2252
Gross profit 6,121 | 100.00 7,247 | 100.00 21,286 1{!{}.{}{}“1
Gross profit

margin for:- ;

MB 12.02% 9.21% 18.55%

MRST 35.72% 45.11% 48.65%
Overall gross 14.24% 12.08% 21.55%

profit margin

(%) ‘ '

FPE 31 October
2009 2010

Principal activities {RM'000) (%)} | (RM’000} (%)

! MB 9,301 90.35 12,678 | 91.31
MRST 993 9.85 1,206 8.69
Gross profit 10,284 | 100.00 13,884 | 100.00

| Gross profit margin for:-

MB 21.22% 22.07%
MRST 44.31% 36.26%
Overall gross profit margin {%) " 22.34% 22.85%
THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK J
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Commentary on financial performance
FYE 30 Aprif 2008 compared to FYE 30 April 2007

Revenue

For the FYE 30 April 2008, our total revenue grew from approximately RM36.82 million
recorded in the previous financial year to RM42.99 million, representing an increase of
approximately 16.76%. Revenue recognised from our MB operations accounted for
approximately 90.63% of our total revenue. The remaining revenue of approximately
9.37% was derived from our MRST operations.

In the financial year under review, our MB operations reported revenue of approximately
RM38.96 miilion, which represents a growth of approximately 9.54% as compared to the
revenue of RM35.14 million achieved in the previous financial year. The slight increase
in revenue was primarily attributable to the increase in revenue recognised for boilers
undergoing fabrication and number of boilers delivered, installed and commissioned. In
particular in the FYE 30 April 2008, we recognised revenue for the delivery of nine {9)
boilers to the site {compared to seven (7) boilers in the previous year) and recognised
revenue for the installation and commissioning of thirteen (13) boilers (compared to ten
(10) boilers in the previous year).

During the financial year, our MRST operations achieved higher revenue of
approximately RM4.03 million as compared to the RM1.68 million recorded in the
previous financial year. The increase in the MRST was mainly due to the general
increase in boiler repairs as well as increase in demand for boiler components and paris.

Gross profit, gross profit margin and PBT

For the FYE 30 April 2008, our gross profit increased from RMS5.01 million reported in the
previous financial year to approximately RM86.12 million in line with the improvements of
our revenue,

In the financial year under review, we achieved a higher overall gross profit margin of
14.24% as compared to 13.61% recorded in the previous financial year. The increase in
our overall gross profit margin was primarily due to the higher gross profit margin
recorded from the installation and commissioning of two (2) boiler units of higher
technical specifications in Indonesia. As disclosed in Section 5.1 and Section 5.4 of this
Prospectus, each of the boilers supply steam to generate 7.0 megawatts of electrical
power.

In the FYE 30 April 2008, we obtained a higher PBT of approximately RM3.91 million as
compared fo RM2.68 mitlion reported in the previous financial year. The growth in our
PBT was mainly due to the overall increase in gross profit as disclosed above, which
was slightly offset by the increase in our operating expenses,

PAT

We reported a higher PAT of approximately RM2.85 million as compared to RM1.99
million recorded in the previous financial year.
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FYE 30 April 2009 compared to FYE 30 April 2008
Revenue

For the FYE 30 April 2009, our total revenue improved by 39.54% from approximately
RM42 .99 million in the previous financial year to RM59.99 million. Revenue from our MB
operations remained as our core revenue driver, accounting for approximately 92.0% of
our total revenue. Our MRST operations contributed the balance 8.0% to our total
revenue,

During the financial year, we recorded higher revenue of RM55.20 million for our MB
operations, representing a growth of 41.68% as compared to RM38.86 million in the
previous financial year. The substantial increase in our revenue was principally
attributable to the following:-

{a) the increase in revenue recognition for the number of boiler deliveries to site for
installation and commissioning. We recognised revenue for the delivery of
nineteen (19) boilers to the site as compared to nine (9} boilers deliverad in the
previous financial year; and

(b} management's effort to diversify our geographical reach resulting in sales from
new territories such as Thailand and the Solomon Islands.

In the financial year under review, we recorded higher revenue from our MRST
operations of approximately RM4.80 million as compared to RM4.03 million achieved in
the previous financial year.

Gross profit, gross profit margin and PBT

The improvements in our revenue resulted in the increase in our gross profit by 18.46%
from RM6.12 million in the previous financial year to RM7.25 million. Despite our
improvements in revenue, we achieved a lower overall gross profit margin of 12.08% as
compared to 14.24% recorded in the previous financial year. The decline in our overall
gross profit margin was mainly due to the increase in costs of steef based raw materials
in the first half of 2008. We absorbed some of this cost increase, which resulted in the
decline of our MB gross profit margin in the FYE 30 April 2009. However, this decline
was slightly mitigated by the increase in our gross profit margin from our MRST
operations.

In the FYE 30 April 2009, we recorded a higher PBT of approximately RM&.67 million as
compared to RM3.91 million reported in the previous financia! year. The growth in our
PBT was mainly due to increase in the gross profit, gain in foreign exchange and higher
interest income.

PAT

We achieved a higher PAT of approximately RM4.18 million as compared to RM2.83
million recorded in the previcus financial year.

FYE 30 April 2010 compared to FYE 30 April 2009

Revenue

For the FYE 30 April 2010, our revenue grew by 64.66% from RM58.99 million recorded
in the previous financial year to RM98.78 million. Revenue from our MB and MRST

operations accounted for approximately 90.02% and 9.98% of our total revenue
respectively.
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In the financial year under review, we recorded higher revenue of RM88.93 million from
our MB operations as compared to RM55.20 million in the previous financial year. The
substantial increase in revenue from our MB operations was mainly due to the following:-

(a) the increase in the level of production activity and the increase in revenue
recognised for new boilers delivered to site. We recognised revenue for the
delivery of thirty six (36) boilers as compared to nineteen (19) boilers delivered in
the previous financial year; and

(b} increase in revenue contribution from the Indonesian and Ivory Coast markets.

We achieved higher revenue of RM3.85 million from our MRST operations as compared
to RM4.80 million recorded in the previous financial year. The substantial growth in our
MRST revenue was mainly due to our management's decision fo focus on major boiler
repairs and refurbishment services that require us to provide engineering
solutions/expertise. These major repairs and refurbishment services accounted for
approximately RMS.71 million, representing 57.97% of our revenue from MRST
operations.

Gross profit, gross profit margin and PBT

Our gross profit rose substantially from RM7.25 million in the previous financial year to
RM21.29 million in the financial year under review. In line with our increase in gross
profit, our overall gross profit margin increased from 12.08% achieved in the previous
year to 21.55%. The significant increase in our overall gross profit margin was primarily
due to the increase in our gross profit margins for our MB operations from 8.21% in the
previous financial year to 18.55%. The substantial improvement in gross profit and
margins were mainly due to the delivery of two (2) high value boiler units of higher
technical specifications and steam evaporation capacity. In particular, the two (2) boiler
units were delivered to Indonesia with an overall gross profit margin in excess of 40%.

For the FYE 30 April 2010, we recorded a higher PBT of RM14.1C million as compared
to RM5.67 million achieved in the previous financial year. The increase in PBT was
mainly due to the increase in our overall gross profit which was slightly offset by the
increase in our operating expenses namely allowances for doubtful debts, loss in foreign
exchange and administrative expenses.

PAT

in the FYE 30 April 2010, we achieved a higher PAT of RM12.34 million as compared to
RM4.18 million reported in the previous financial year. The significant increase in PAT
was mainly due to the overall increase in PBT and the lower effective tax rate. The lower
effective tax rate for FYE 30 April 2010 was primarily due to tax allowances claimed
under AIE for the FYE 30 April 2010 and the overprovision of tax in the FYE 30 April
2009 which was written back in FYE 30 April 2010 amounting to approximately RM0.98
million.

FPE 31 October 2010 compared to FPE 31 October 2009

Revenue

For the FPE 31 October 2010, our total revenue increased by approximately 31.89%
from approximately RM46.07 million recorded in the previous corresponding financial
period to RMBC.77 million. Revenue recognised from our MB operations accounted for

approximately 94.53% of our total revenue. The remaining revenue of approximately
5.47% was derived from our MRST operations.
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During the FPE 31 Qctober 2010, we achieved higher revenue of RM57.44 million from
our MB operations, representing a growth of 31.04% as compared to RM43.83 million
recorded in the previous correspeonding financial period. The increase in our revenue
was primarily attributable to the increase in revenue recognised for boilers undergoing
fabrication and number of boilers delivered, installed and commissioned at site.

In the financial pericd under review, we recorded higher revenuve from our MRST
operations of approximately RM3.32 million as compared to RM2.24 million achieved in
the previous corresponding financial period.

Gross profit, gross profit margin and PBT

In the six (6) months FPE 31 October 2010, our gross profit increased from
approximately RM10.29 million reported in the previous financial period to approximately
RM13.88 million. In the six {6} months financial period under review, we achieved an
overall gross profit margin of approximately 22.85%, which was fairly consistent with the
overall gross profit margin recorded in the previous corresponding financia! period. This
was mainly because of the higher gross profit margin recognised from the delivery,
installation and commissioning of our overseas boifer projects which were slightly offset
by the decline in our gross profit margin for our MRST operation.

During the six (6) months FPE 31 October 2010, we recorded a higher PBT of
approximately RM10.11 million as compared to RM8.27 million reported in the previous
corresponding financial period. The increase was mainly due to the increase in our
revenue and gross profit which was slightly offset by the increase in our operating
expenses, particularly our selling and marketing expenses as well as our administrative
expenses.

PAT

We reported PAT of approximately RM7.25 million in the FPE 31 October 2G1C, which
was fairly consistent with the PAT recorded in the previous corresponding financial
period. This was mainly attributable to the higher effective tax rate of 28% compared to
13% recorded in the previous financial year.
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10.3.3 Significant factors affecting our profits

Our Group’s financial condition and results of operations have been, and will continue to
be affected by, amongst others, the following factors:-

(a

(b)

(c}

Demand and supply conditions for our products and services as set out in Part 1.3
and Part 1.11 of Section 6 of this Prospectus.

Pricing of contracts and ability to manage project cost

QCur ability to secure good pricing from our customers will have an impact on our
profitability. Qur ability to negotiate favourable contract marging is in turn
dependent on our reputation, quality and reliability of our boilers, the technical
specifications of the boilers and the level of competition for each boiler contract.

In addition, if we are unable to manage project cost efficiently or if there is a delay
in executing the project resulting in cost overruns, our profitability will also be
adversely affected. Any delay in the progress or completion of the project will also
delay the recognition of revenue for that project.

Notwithstanding the above, the Board believes that we are in a good position to
manage cost and our overall profitability given the capability of our experienced
management team in leading, supervising and efficiently executing contracts.

Fluctuations in the prices of raw materials

The increase in the cost of raw materials will to a certain extent impact on the
profitability of our Group. As such, we endeavour to source raw materials at the
lowest cost possible, and establish long-term relationships with reliable suppliers
that can provide a consistent supply of quality raw materials.

Nevertheless, raw materials such as steef tubes and plates, amongst others, are
subject to fluctuations in prices, driven by market volatility, market supply and
demand conditions and governmental regulations. For illustration on the

fluctuations in steel prices, we set out below the prices of steel from 1 January
2007 to the LPD:-

3000

b 2500

i N
P 1504
P 100

500

W Last 1992.32
T High on §5/19/08 3046.91
- Average 1680.22
L bow on 12/20/08  532.00

07 206 2008 2010 | 2e11

{Source: Bipomberg)

Given that steel is a major component of our raw materials, fluctuation in the prices
of steel will to a certain extent affect our gross profit margin as experienced
previously by our Group particularly in the FYE 30 April 2009 when most of our
raw materials were purchased at relatively high prices in the first half of 2008.

164



[ Company No. 897694-T ]|

10,

FINANCIAL INFORMATION {Cont'd)

(d)

()

In general, the cost of raw materials (particularly steel based raw materials) can be
passed through to our customers as the costs of these raw materials are imputed
in the boiler manufacturing contract to avoid reductions in our profit margins.
Nonetheless, in the event that the prices of steel based raw materials increase
significantly, we may absorb par of the price increase to remain competitive with
other boiler manufacturers. Please refer to Section 4,14 of this Prospectus for
further details.

impact of foreign exchange

We have business transactions in foreign currencies in the normal course of our
business, which include purchases of raw materials and the export of our products
and services. Please refer to Section 4.1.3 of this Prospectus for further details on
our Group's exposure to foreign exchange fluctuations.

However, our Board is of the view that the above risk is to a certain extent
mitigated by the fact that our management constantly monitors the market trends
for the prices of overseas imported raw materials and foreign exchange
fluctuations. In addition, as and when the need arises, our management aiso
hedges our overseas boiler manufacturing contracts denominated in USD against
foreign exchange fluctuations vide a foreign exchange facility maintained with our
principal banker as disclosed under Section 10.5.4 of this Prospectus.

Tax considerations
Fluctuation in effective tax rates will have an impact on our profits. The statutory

tax rate and the effective tax rate of the Group for the past three (3) financial years
and the six (6) months FPE 31 October 2010 are as follows:-

FYE 30 Aprit FPE 31

October

2009 2009 2010 2010
Effective tax rate (%) 27% 26% 13% 28%
Statutory tax rate {%) 26% 25% 25% 25%

Qur overall effective tax rates were 27%, 26% and 13% respectively for the past
three (3) FYE 30 April 2010. In the past three (3) financial years, we recorded the
lowest effective tax rate in the FYE 30 April 2010. The lower effective tax rate for
FYE 30 April 2010 was primarily due to tax allowances claimed under AIE for the
FYE 30 April 2010 and the overprovision of tax in the FYE 30 April 2009 which
was written back in FYE 30 April 2010. The overprovision of tax in FYE 30 April
2009 was due to tax allowances claimable under AIE for the FYE 30 April 2009
amounting to approximately RM0.98 million.

In the six (6) months FPE 31 October 2010, we recorded an effective tax rate of
28% as we have not imputed the tax allowances claimable under AIE. We will only
be able to assess our qualification for tax allowances under AIE at the end of the
full financial year.

10.3.4 Excepiional and extraordinary items

There were no exceptional and extraordinary items for the past three (3) FYE 30 April
2010 and the six (6) months FPE 31 October 2010 under review.
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10.3.5 Government/ economie/ fiscall monetary policies
Risks relating to government, econemic, fiscal or menetary policies or factors which may
materially affect cur operations are set out in Section 4.1.11 of this Prospectus.
There is no government, economic, fiscal or monetary policies or factors that have
materially directly impacted our historical profits for the past three (3) FYE up to 30 April
2010 and the six {6} months FPE 31 October 2010.
104 CAPITALISATION ANO INOEBTEONESS
The foliowing table summarises our cash and cash equivalents, capitalisation and indebtedness
as at 31 Cciober 2010 to show the effects of the IPO on the assumptions that the transactions
had been effected on that date:-
After Public Issue
Proforma audited as and utilisation of
at 31 October 2010 proceeds
(RM’000) (RM’000)
Cash and cash equivalents 9,805 13,485
INDEBTEDNESS
Short Term (Due within 12 months)
Term loan 273 273
Hire purchase 161 161
Long Term (Due after 12 months) :
Term loan 4213 1,713
Hire purchase 262 262
Total indebtedness 4,908 2,409 |
CAPITALISATION
Total shareholders’ equity 25,075 34,255
Total capitalisation 25,075 34,255
Tofal capitalisation and indebtedness 29,984 36,664
f
The contingent liabilities of cur Group are set out in Section 10.5.8 of this Prospectus.
10.5 LIQUIOITY ANO CAPITAL RESOURCES

10.5.1 Working capital

We finance our growth and operations through a combination of shareholders’ funds,

cash generated from operating activities and borrowings from financial institutions.

Our principat sources of liquidity as at 31 October 2010 are set out below:-

RM'000
Cash and bank balances 7.805
Deposits with licensed banks 2,000
Net cash flows from operations 2,707
Bank borrowings 4,909
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10.5.2

As at 31 October 2010, we have total current assets of approximately RM69.83 million
and current liabilities of approximately RM58.04 million, representing net working capital
of approximately RM11.78 million and a current ratio of 1.20 times. Our current assets
mainly comprise inventories, trade receivables, other receivables as well as cash and
cash equivalents.

Qur Board is of the opinion that we will have adequate working capital for a period of
twelve (12) months from the date of this Prospectus after taking into consideration the
following:-

{a) our cash and cash equivalents of approximately RM8.81 million as at 31 Qctober
2010;

{b) the proceeds arising from the Public Issue and the banking facilities available; and

{c} our capacity to obtain further institutional financing based on gearing ratio of 0.07
times (based on our proforma consolidated balance sheets as at 31 October 2010
after incorporating the effects of the Public Issue and the utilisation of the proceeds
arising from the Public Issue).

Cash flow

The details of the cash flows during the six (6} months FPE 31 October 2010 are as
follows:-

FPE 31 October

2010

{RM’000}

Net cash from operating activities 2,707
Net cash used in investing activities (1,120)
Net cash used in financing activities (8,231)
Net decrease in cash and cash equivalents (6,644)
Cash and cash equivalents at the beginning of the financial period 16,426
Effects of foreigh exchange rate changes on cash and cash equivalents 23
Cash and cash equivalents at the end of the financial period 9,805

Net cash from operating activities

During the six (6) months FPE 31 October 2010, we generated cash flow from operating
activities fotalling RM2.71 million. The net cash inflow was mainly due to our operating
profits generated in the financial period, which was partly off-set by the increase in our
amount owing by contract customers of approximately RM3.7 million and the increase in
our trade and other receivables of approximately RM4.73 million.

Net cash used in investing activities

Our Group’s net cash used in investing activities of RM1.12 million for the six (6) months
FPE 31 October 2010 was pringipally attributable to the extension and improvement
works on our existing factory premises of approximately RM0.82 million and the
purchase of machineries and equipment totalling approximately RM0.38 million.

Net cash used in financing activities

Our Group’s net cash used in financing activities of RM8.23 million for the six (6) months
FPE 31 October 2010 was mainly attributable to the payment of dividends to
shareholders amounting to RM8.0 million.
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Moving forward, our Group wiil utilise the proceeds from the Public Issue for our capital
expenditure and business expansion, details of which ate disclosed in Section 3.9 of this
Prospectus.

There are ne legal or economic restrictions on the ability of our subsidiary to transfer
funds to cur Company in the form of cash dividends.

Additional disclosure in refation to our cash flow

In the FYE 30 April 2008, our Group recorded a negative cash flow from operating
activities amounting to RM45,000. The negative operating cash flow was mainly
attributable to the increase in inventories of approximately RM4.33 million and the
increase in trade and other receivables totalling approximately RM11.90 million, which
was partially offset by the increase in amount owing to contract customers amounting to
RM8.89 millien and the increase in trade and other payables of approximately RM3.98
million.

The above movement in working capital was attributable to the increase in the purchase
of raw materials in anticipation of our Group securing more boiler manufacturing
contracts, as well as the increase in billings towards the end of the financial year which
were yet to be collected as at 30 April 2008.

10.5.3 Borrowings
As at 31 October 2010, total outstanding bank borrowings in the form of term loan and

hire purchase amounted to approximately RM4.91 million. The borrowings can be further
analysed as follows:-

As at 31 October
2010
{RM’000}
Long Term {Due after twelve (12) months){interest bearing)

Term Loan 4,213
Hire Purchase 262

Short Term (Due within twelve (12) months)(interest bearing)
Termn Loan 273
Hire Purchase 161
| Total interest-bearing borrowings 4,909
Gearing ratio of our Group as at 31 October 2010 0.20
Gearing ratio after the IPO and utilisation of proceeds® 0.07

Notes:

{1} Based on our Group’s proforma shareholders’ funds as at 31 Cetober 2010 of RM25.08 million.

{2) Based on our Group’s proforma shareholders’ funds as at 31 October 2010 of RM34.26 million upon
compfetion of the Public Issue and after the utilisation of proceeds as set out in Section 3.9 of this
Prospecius.

Our Greup has no borrowings in foreign currency.
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10.5.4

10.5.5

In addition, our Group has not defaulted on payments on either interest and/or principal
sums in respect of any borrowings throughout the past three (3) FYE 30 April 2010 and
the six (8) months FPE 31 QOctober 2010 immediately preceding the date of this
Prospectus. Qur Group is not in breach of any terms and conditions or covenants
associated with the credit arrangements or bank loans which could materially affect our
financial position or business operations or the investment by holders of our securities.

Types of financial instruments used

We presently hedge our overseas boiler manufacturing contracts denominated in USD
against foreign exchange fluctuations vide a foreign exchange facility maintained with
our principal banker. We use this facility to hedge our overseas boiler manufacturing
contracts denominated in USD of up to RMB0 million, being the total credit limit of the
hedging facility. As at the LPD, we have taken position of approximately RM35 million to
hedge against the fluctuations of the USD.

The details of our outstanding commitments can be summarised as follows:-

Maturity within one {1
Total hotional amount year
Currency Contract Rates {RM'000) (RM’000}
usD RM3.04 to RM3.15 RM34,995 RM34,995

Apart from our foreign exchange facility, we do not have nor do we use any other
financial instruments as at the LPD.

Material capital expenditure

Save as disclosed below, there are no other material capital expenditures and
divestitures made by us for the past three (3) FYE 30 April 2010 and up to the LPD:-

S -—eeFYE 30 Aptil——-—m——> |1 May 2010
up to the
FYE 2008 FYE 2009  FYE 2010 LPD
{RM’000) {RNY 000} {RAY000) (RM'000}
Expenditures
Leasehold land e,805 - -
Building 11,800 4,308 @igoz2
Motor vehicles 221 52 1,505 84
Machineries - - 1,482 585
Fumiture and fittings, office 5 87 174 105
equipment and others
Total expenditures 226 8,744 4,557 1,596
Divestitures at net book value
Motor vehicles - - 345 -
Furniture and fittings, office - 72 - -
equipment and others ]
Total divestitures - 72 345 -
Notes:-
{1 The purchiase of our existing factory premises.
(2} Extension and improvement works on our existing factory premises,
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10.5.6

10.5.7

10.5.8

10.5.9

As at the LPD, we do not have any material capital expenditure and divestments
currently in progress, within or outside Malaysia.

Material commitment

As at the LPD, our Group has not incurred or known to have incurred any material
commitment for capitat expenditure that may have a material and adverse impact on our
financial position.

Material litigation

As at the LPD, we are not engaged in any material litigation or arbitration, either as
plaintiff or defendant, which has or might have material effects on our business and
financial position, and our Directors do not know of any proceeding pending and
threatened, and of any fact likely to give rise to any proceeding which might materially
and adversely affect our business and financial position.

Contingent liabilities

As at the LPD, our Directors are not aware of any contingent liabilities which, upon
becoming enforceable might materially and adversely affect our business and financial
position.

Key financial ratios

The table below sets out the key financial ratios of our Company for the past three (3)
FYE up to 30 April 2010 and the six (6) months FPE 31 October 2010:-

& mr—er——-F YE 30 April——-—-—> FPE 31
October
2008 2009 2010 2010
Trade receivables tumover period {days)'” 98 100 90 83
Trade payables turnover peried (days)” 73 92 78 64
Inventories tumover period {days)® 24 63 54 38
’ |
Notes:-
{1} Average of opening and closing frade receivables over revenue.
{2) Average of opening and closing trade payables over cost of safes.
{3} Average of opening and closing inventories over cost of sales.

Trade receivables and allowance for doubtful debts

The normal credit terms granted o our customers is 30 days to 90 days. However, we
may extend a longer credit period to our customers on a case-by-case basis, which are
assessed and approved after taking into consideration, inter-afia, the background and
credit-worthiness of the customer, payment history of the customer and our relationship
with the customer.

As our revenues are derived principally from project based contracts, we typically assess
the allowance of doubtful debts on a project by project basis for receivables which have
been outstanding for more than one (1) year. Prior to FYE 30 April 2010, we did not
provide any allowance for doubtful debts. However, we have since adopted a more
prudent approach in our assessment of trade receivables in line with the recent increase
in the number of boiler contracts secured and the increase in revenue growth during the
financial years under review.
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For the FYE 30 April 2010, we provided allowance for doubtful debts of RM2.19 million.
These allowances were mainly in relation to ouistanding trade receivables owed by three
(3) overseas customers involved in the palm oil miling industry and two (2) local
customers, one (1) in the palm oil milling industry and the other, a rubber based
manufacturer.

As at 31 October 2010, the trade receivables of our Group (after allowance for doubtful
debts of approximately RM2.36 million) amounted to approximately RM39.12 million

which can be analysed as follows:-

<-—-—Within credit period----—- —>
Retention
sum for
90 daysto | Over 365 | completed
0-30 days | 31-60 days | 61-90 days | 365 days days projects Total
Trade receivables 11,313 7,028 3,500 14,044 2,699 2,8991 41,481
{(RM'O00)
Less: Allowance for - - - (80) (1,791} (509) (2,360)
doubtful debts (RM’000)
11,313 7.028 3,500 13,984 s08 2,390 39,121
% of total trade 29% 18% 9% 36% 2% 6% 100%
receivables
Subsequent collections 10,813 5,135 3,042 10,700 404 785 30,879
{RM'000)

The trade receivables as at 31 October 2010 exceeding 90 days totalled approximately
RM16.74 million. Qut of this amount, we made allowances for doubtful debts of
approximately BM1.85 million and collected approximately RM11.1 million as at 24
March 2011, The balance of approximately RM3.78 million of the outstanding trade
receivables exceeding 90 days comprise the following:-

(a) RM2.34 millior, which relates to advance billings/downpayments for which no
material work has commenced and there s no material impact to the income
statement. The advance billings relates to upfront deposit payments payable by
our customers upon signing of the boiler manufacturing contract; and

(b} RM1.45 million, which relates to billings for completed projects of approximately
RM1.15 million and actively on-going projects of approximately RMO0.30 million.
We believe that these trade receivables are recoverable in full after taking into
consideration, inter-alia, the background of the customer, past collection trend
and our relationship with the customer.

For the retention sum of RM2.9 million, we have collected approximately RMO.8 million
as at 24 March 2011,
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Trade payables

The normal credit term granted by our suppliers ranges from thirty (3C) days o ninety
(90) days. Qur Group's trade payables turnover period during the past three (3) FYE 30
April 2010 and the six (8) months FPE 31 October 2010 were 73 days, 92 days, 78 days
and 64 days respectively.

Our Group believes in prompt payment to our suppliers in order to take advantage of
good pricing and to ensure timely delivery whilst maintaining good supplier relationship.

Our trade payables as at 31 October 2010 are set out below:-

< Within credit pefiod—-—-> Exceed

credit period
Credit period 0-30 days | 31-60 days | 61-90 days { over 90 days Total
Trade payables (RM'000) 6,959 4,386 5,258 118 16,721
% of total trade payables 42% 26% 31% 1% 100%

As at the LPD, 89.72% or RM16.7 million of the total trade payables as at 31 October
2010 has been paid.

As at the LPD, we are not aware of any actions, lega! or otherwise, that have been taken
against us by our suppliers.

Inventories

Our inventory levels for the past three (3) FYE 30 Aprit 2010 and the six (8) months FPE
31 October 2010 under review were RM4.6 million, RM13.5 million, RMS.4 million and
RM10.1 million respectively. The inventory turnover period was 24 days, 63 days, 54
days and 38 days for the past three (3) FYE 30 April 2010 and the six {6} months FPE 31
October 2010 respectively. We recorded a low inventory turnover in respect of FYE 30
April 2008, which was afttributable to low stock levels held at the beginning of the financial
year totalling RM292,700. For the FYE 30 April 2009, we recorded the highest inventory
turnover period as compared to the rest of the financial years under review. The high
inventory turnover was mainly attributable to the high stock level of steel based raw
materials heid by our Group towards the end of FYE 3C April 2008 to cater for the
anticipated increase in boiler manufacturing contracts in the foliowing financial year.

Although reviews are made periodically by management on damage, obsolete and slow
moving stock, we have not previously made any allowances for obsolete stock as our
inventories comprise mainly durable steel plates and tubes. In the FYE 3C April 2009, we
wrote off inventories amounting to RM123,578 which was due to the difference between
the physical stock sighting and the book value. On the other hand there was a write back
of inventories amounting to RM71,132 in FYE 30 April 2010. This mainly arose from
incorrect record keeping for certain sizes of steel tubes and parts. While we view this
seriously by seeking to ensure better record keeping and instituting control measures
such as quarterly stock checks, we view the variances to be within an acceptable range.
The variance in FYE 30 April 2009 constituted only 0.91% of the closing inventory of
RM13.54 million and 0.23% of the cost of sales. The variance in FYE 30 April 2010
constituted 0.75% of the closing inventory of RM8.42 million and 0.08% of the cost of
sales for the year.
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10.6

10.7

TREND INFORMATION

Based on our frack record for the past years under review, including our segmental analysis of
revenue and profitability, our Board observes and anticipates the following trend:-

(i) We recorded increasing revenue growth for the past three (3) FYE 30 April 2010 and the
six {6) months FPE 31 October 2010 under review. Moving forward, we are confident of
growing our revenue levels in view of our outstanding secured order book, our
continuous sales and marketing efforts to secure new boiler contracts and the demand
for our MRST services.

Our main cost of sales component being the price of raw materials and equipment has
equipment has generally fluctuated based on market demand and supply conditions for
steel plates and tubes. However, we believe that we are able to mitigate some of the
adverse impact of raw material cost fluctuations as raw material cost is imputed in our
sales contract. At the same time, we take pro-active steps fowards moritoring purchases
and our inventory levels as well as strive fo secure favourable pricing of the materials
needed for production.

Other components of cost of sales such as labour and installation cost, fransportation
cost and indirect production overheads will vary based on the availability of workers, the
number of overseas coniracts secured and our ability fo supervise and manage these
cosis on a project by project basis.

{iii) Qur main components of administrative and other operating expenses include employee
salaries, depreciation charges, marketing expenses and allowance for doubtful debts.
Such expenses are generally expected to move in tandem with the growth of our
business, as we increase our expenditure on recruitment, step-up sales and marketing
activities andfor incur further expenses to improve our production process andfor expand
our factory.

{iv) We achieved an overall gross profit margin of 14.24%, 12.08%, 21.55% and 22.85% for
the past three (3) FYE 30 April 2010 and the six (8) months FPE 31 October 2010 under
review respectively. Although we achieved high gross profit margin in FYE 30 April 2010
and the six {8) months FPE 31 October 2010, we believe that our gross profit margin
moving forward may normalise to between 15% to 20% depending on our ability to
secure high value contracts with high technical specifications and our ability to manage
project cost efficiently.

Save as disclosed above, including our management's discussion and analysis of financial
conditions and results of operations, Section 4, Section 5 and Section § of this Prospectus, our
Board believes that there are no other significant known trends, uncertainties, demand,
commitments or events that are reasonably likely to have a material favourable or unfavourable
impact on our financial performance, position and operations of our Group, or that would cause
financial information disclosed in this Prospectus to be rot indicative of our future operating
results and financial condition.

DIVIDEND POLICY

The declaration of interim dividends and the recommendation of final dividend are subject to the
discretion of our Board, and any final dividend for the year is subject to our shareholders’
approval. It is our intention to pay dividends to shareholders in the future depending upon a
number of factors, including our financial performance, capital expenditure requirements, general
finrancial conditions and any other factors considered relevant by our Board. Actual dividend
proposed and declared may vary depending on our financial performance and cash flow and may
be waived if the payment of the dividends would adversely affect our cash flow and operations.

173



[Company No_897694-T

11, ACCOUNTANTS' REPORT

{Prepared for inclusion in this Prospectus)

% CI'OWG Horwath“. Crowe Horwath ArF 1018

Charlared Accountanis
Mamber Crowe Horwath International

Kuala Lumpur Office

28 March 2011 Level 16 Tower C, Megan Avenue Il

12 Jalan Yap Kwan Seng
. 50450 Kuala Lumpur, Malaysia

The Board of Directors Main +6 03 2166 0000

Boilermech Holdings Berhad Fax +6 03515‘5 ;?00
www.crowehorwath.com.my

Lot 875 Jaign Sub_ang 8, info@crowahorwath.com. my

Taman Perindustrian Subang,
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Selangor Darul Ehsan.
Dear Sirs,

BOILERMECH HOLDINGS BERHAD (“Boilermech” OR “the Company”})
ACCOUNTANTS’ REFORT

1. PURPOSE OF REPORT

This report has been prepared by Messrs. Crowe Horwath {formerly known as Messrs.
Horwath), an approved company auditor and e public accountant registered in Malaysia,
for inclusion in the Prospectus of Boilermech in connection with the listing of Boilermech
on the ACE Market of Bursa Malaysia Securities Berhad ("Bursa Securities”). The details
of the listing scheme are disclosed in Note 2.2 of this report.

2, INTRODUCTION
21 THE COMBANY

Boilermech was incorporated in Malaysia as a private limited company on 8 April 2010
under the name of Boilermech Holdings Sdn. Bhd. Boilermech was converted into a public
limited company on 14 May 2010 and assumed its present name. The principal activity of
the Company is that of investment holding. Details of its subsidiary are set out in
paragraph 3 below.

2.2  LISTING SCHEME

In conjunction with and as an integral part of the listing of Boilermech on the ACE Market
of Bursa Securities, the Compeny had undertaken the following transactions:-

(1)  Acquisition

On 21 October 2010, the Company entered into a Shere Purchase Agreement
with the vendors of Boilermech Sdn. Bhd. (“BSB") for the ecquisition of 560,000
ordinary shares of RM1.00 each, representing the entire issued and paid-up share
capital of BSB, for a total consideration of RM22,309,998 based on the net assets
("NA") of BSB as at 31 August 2010.
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2.
2.2

INTRODUCTION {CONT'D)

LISTING SCHEME (CONT'D}

(1)

(2)

Acquisition {Cont'd)

The purchase consideration was satisfied by the issuance of 223,099,980 new
ordinary shares of RM0.10 each in the Company ("Boilermech Shares” or
*Shares’) at an issue price of RM0.10 per Share. The Acquisition was completed

on 21 October 2010.

Public Issue

Pursuant to the Public Issue, the Company shall issue 34,900,000 new Shares
{“Issue Shares") at an issue price of RM0.33 per Share to be allocated in the

following manner:

)] 19,250,000 Issue Shares will be allocated by way of private placement to
identified Bumiputera investors approved by the Ministry of Intemational

Trade and fndustry;

(i) 8,000,000 Issue Shares will be made available for application by the
Malaysian Public; and

(iii) 7,650,000 Issue Shares will be made available for application by eligible
directors, employees and business associates/persons of the Group who
have confributed to the success of the Group.

Upon completion of the Public Issue, the issued and paid-up share capital of
Boilermech will increase from RM22,310,000 compnising 223,100,000 Shares to
RM25,800,000 comprising 258,000,000 Shares. The Company shall list its entire
enlarged issued and paid-up share capital on the ACE Market of Bursa Malaysia
Securities Berhad.
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3.

GROUP STRUCTURE

The Group structure of Boilermech at the date of this report is as follows:-

[Boilermech Holdings Bhd.]

100%

| Boilermech Sdn. Bhd. {

A summary of the details of the subsidiary as at the date of this report is as follows:-

Fully Issued
and Effective
Name of Date of Counry of Patd-up share Equity
Company incorporation  Incorpeoration Capital Interest Principal Activities
Boilemnech Sdn, 10 May 1380 Malaysia 500,000 100% Manufacturing, repaiting
Bhd. ("BSB"} and servicing of hollers.

RELEVANT FINANCIAL PERIOD

The relevant financial periods for the purpose of this report (“Relevant Financial Peried”)
and the auditors of the respective companies for the Relevant Financial Period are as

follows: -
Company Relevant Financial Period Auditor

Flnancial period from 8 April 2010 (date of Messrs. Crowe Horwath

Boilermech Holdings Bhd.
incorporation) to 31 October 2010 (“FPE 2011%)

Boilermech Sdn. Bhd. (‘BSB") Financial Year Ended (‘FYE") 30 Aprl 2008, Messrs. Crowe Horwath
2009 and 2010 and financial period from
1 May 2010 to 31 October 2010 ("FPE 20117)

The financial statements of BSB for the FYE 2008 and 2009 were previously prepared
under Private Entity Reporting Standards and were audited by another firm of auditors

without any audit qualification.

For the purpose of the Company's listing exercise, the financial statements of BSB for
the FYE 2008 and 2009 have been re-prepared in accordance with Financial Reporting
Standards in Malaysia. We have audited these financial statements and a set of financial
statements were issued for the FYE 2008, 2009 and 2010. Our audit reports on the
financial statements are set out in Appendix | and did not contain any audit qualification.

The auditors’ report on the financial statements of FPE 2011 is set out in Appendix Il and
did not contain any audit qualification.
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5.

5.1

ACCOUNTING STANDARDS AND POLICIES
BASIS OF PREPARATION

Boilermech was incorporated in Malaysia as a private limited company on 8 April 2010
under the name of Boilermech Holdings Sdn. Bhd. Boilermech was converted into a public
limited company on 14 May 2010 and assumed its present name, Boillermech Holdings

Berhad.

Boilermech Group (“the Group®) only existed during the FPE 2011, upon compiletion of the
acquisition by Boilermech of BSB on 21 Qcfober 2010. Hence, there are no consolidated
financial statements of the Group for FYE 2008, 2009 and 2010. For the purpose of this
report, the audited financial statements of BSB for FYE 2008, 2009 and 2010 are also
presented where BSB had existed.

The financial information as presented in Section 6.1 and Section 6.2 respectively, are
based on the respective audited financial statements, modified as appropriate, for the

purpose of this report.

The financial statements of the subsidiary, BSB have been consolidated using the merger
method of accounting of the consolidated financial statements. Accordingly, the results of
the Group incorporated the results of BSB from 1 May 2010 to 31 October 2010.

The unaudited consolidated financial statements of the Group for the financial period from
1 May 2008 to 31 October 2009 is prepared on the assumption that the Group had been
in existence throughout the financial period from 1 May 2009 to 31 October 2009
(“FPE 2010”) and is solely prepared for comparison purposes to the audited consolidated
financial statements of the Group for the FPE 2011.

The consolidated financial statements of the Group is prepared under the historical cost
convention and modified to include other bases of valuation as disclosed in other sections
under significant accounting policies, and in compliance with Financial Reporting
Standards (“FRS") in Malaysia.

Prior to 1 May 2007, the BSB prepared its financial statements using Private Entity
Reporting Standards. The change of accounting standards did not have any matenal
financial effects on the financial statements of the BSB.

From 1 May 2007, the Group had adopted all the new and revised Financial Reporting
Standards (“FRS") issued by the Malaysian Accounting Standards Board (*MASB®) which
are effective for the relevant financial years for the preparation of these financial
statements except for the Amendments to FRS 117.

The Group has adopted in advance of its effective date the amendment made to FRS 117-
Leases in the current financial year in relation {o the classifications of leasehold land as

finance lease which is only effective for financial periods beginning on or after 1 January
2010. The Group's leasehold land which is in substance a finance lease has been classified

as Property, Plant and Equipment and measured accordingly.
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11, ACCOUNTANTS' REPORT (Cont'd)

»\ Crowe Horwath.

5. ACCOUNTING STANDARDS AND POLICIES (CONT'D)

§1  BASIS OF PREPARATION (CONT'D)

(a) During the financial period, the Group has adopted the following new accounting
standards and interpretations {(including the consequential amendments):

FRSs and IC Interpretations (including the Consequential Amendments}
FRS 7 Financial Instruments: Disclosures

FRS 8 Operating Segments

FRS 101 {Revised) Preséntation of Financial Statements

FRS 123 (Revised) Borrowing Costs

FRS 139 Financial Instruments: Recognition and Measurement

Amendments to FRS 1 and FRS 127: Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate

Amendments to FRS 2: Vesting Conditions and Cancellations
Amendments to FRS 7, FRS 139 and IC Interpretation 9

Amendments to FRS 101 and FRS 132: Puttable Financial Instruments and
Obligations Arising on Liquidation

Amendments to FRS 132: Classification of Rights Issues and the Transitional
Provision in Relation to Compound Instruments

IC Interpretation 9 Reassessment of Embedded Dervatives

IC Interpretation 10 Interim Financial Reporting and impaiment

IC Interpretation 11: FRS 2 - Group and Treasury Share Transactions
IC interpretation 13 Customer Loyalty Programmes

IC Interpretation 14: FRS 119 - The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction

Annual Improvements to FRSs {2009)
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[Company No_897694-T

11.

ACCOUNTANTS' REPORT (Cont'd)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

5.1

BASIS OF PREPARATION (CONT'D)

{a) The adoption of the above accounting standards and interpretations (including the
consequential amendments) did not have any material impact on the Group's
consolidated financial statements, other than the following:

(M

(ii)

Johor Bahru -+

FRS 7 requires additional disclosures abouf the Group's financial
instruments. Prior to 1 January 2010, information about financial
statements was disclosed in accordance with the requirements of FRS 132
Financial Instruments: Disclosures and Presentation. FRS 7 requires the
disclosure of qualitative and quantitative information about exposure fo
risks arising from financial instruments, inciuding specified minimum
disclosures about credit risk, liquidity risk and market risk, including
sensitivity analysis to market risk.

The Group has applied FRS 7 prospectively in accordance with the
transitional provisions. Accordingly, the new disclosures have not been
applied to the comparatives and are included throughout the Group's
consolidated financial statements for the FPE 2011.

FRS 101 (Revised) introduces the statement of comprehensive income,
with all items of income and expense recognised in profit or loss, together
with all other items of recognised income and expense recognised directly
in equity, either in one single statement, or in two linked statements. The
Group has elected to present this statement as one single statement.

The revised standard also separates owner and non-owner changes in
equity. The statement of changes in equity includes only details of
transactions with owners, with all non-owner changes in equity presented
in the statement of comprehensive income as other comprehensive

income.

In addition, a statement of financial position is required at the beginning of
the earllest comparative period following a change in accaunting policy,
the correction of an error or the classification of items in the statement.

FRS 101 also requires the Group to make new disclosures to enable users
of the financial statements to evaluate the Group's objectives, policies and
processes for managing capital. This new disclosure is made in Note
6.1.33(b) to the consolidated financial statements.
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

5. ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.1 BASIS OF PREPARATION (CONT'D)

(i)  The adoption of FRS 139 (including the consequential amendments) has
resulted in the following changes to accounting policies relating to
recognition and measurements of financial instruments.

AUDITED
FPE 2011
Note RM'C00
Fair \alue resene
Fair value of non-current quoted shares (aa) 22

(aa) Pror to 1 May 2010, investments in non-current quoted shares
were stated at cost less allowance for diminution in value which is
other than temporary. With the adoption of FRS 139, these quoted
investments are designated as available-for-sale financial assets
and are measured at their fair values at the end of each reporting
period. The adjustment to the previous carrying amounts is
recognised fo the fair value reserve.

{b) The Group has not applied in advance the following accounting standards and
interpretations (including the consequential amendments) that have been issued
by the Malaysian Accounting Standards Board (MASB) but are not yet effective for

the current financial period:-

FRSs and IC Interpretations (including the Consequentiat

Amendments) Effective date
FRS 1 (Revised) First-time Adoption of Financial

Reporting Standards 1 July 2010
FRS 3 (Revised) Business Combinations 1 July 2010
FRS 124 (Revised) Related Party Disclosures 1 January 2010
FRS 127 {Revised) Consolidated and Separate Financial

Statements 1 July 2010
Amendments to FRS 1 (Revised): Limited Exemption from

Comparative FRS 7 Disclosures for First-time Adopters 1 January 2011
Amendments to FRS 1: Additional Exemptions for First-time
Adopters 1 January 2011
Page 7 of 88

Offices In Malaysia:
Johor Bahru + Klang + Kota Kinabalu + Kuala Lumpur + Kuching + Labuan + Melaka + Muar - Penang

180



[Company No_897694-T

11,

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

ACCOUNTING STANDARDS ANQ POLICIES (CONT’Q)

5.

5.1

BASIS OF PREPARATION (CONT'D)

(b)

Johor Bahru -+

FRSs and IC Interpretations (including the Consequential
Amendments)

Amendments to FRS 2: Scope of FRS 2 and FRS 3
(Revised)

Amendments to FRS 2: Group Cash-settled Share-based
Payment Transactions

Amendments to FRS 5: Plan to Sell the Controlling Interest
in a Subsidiary

Amendments to FRS 7: improving Disclosures about
Financial Instruments

Amendments to FRS 138: Consequential Amendments
Arising from FRS 3 {Revised)

Amendments to IC Interpretation 14: Prepayments of a
Minimum Funding Requirement

Amendments o IC Interpretation 9: Scope of IC
Interpretation 9 and FRS 3 {Revised}

IC iInterpretation 4 Determining Whether An Arrangement
Contains a Lease

IC Interpretation 12 Service Concession Arrangements

iC Interpretation 15 Agreements for the Construction of Real
Estate

IC interpretation 16 Hedges of a Net Investment in a Foreign
QOperation

Qfflces in Malaysia:
Kuala Lumpur =
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Effective date

1 July 2010

1 January 2011

1 July 2010

1 January 2011

1 July 2010

1 July 2011

1 July 2010

1 January 2011
1 July 2010

1 January 2012

1 July 2010
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11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

5. ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.1 BASIS OF PREPARATION (CONT’D)

b FRSs and IC interpretations (including the Consequential

Amendments) Effective date
IC Interpretation 17 Distributions of Non-cash Assets to

QOwners 1 July 2010
IC Interpretation 18 Transfers of Assets from Customers 1 January 2011
IC interpretation 19 Extinguishing Financial Liabilities within

Equity Instrumenis 1 July 2011
Annual Improvements to FRSs {2010} 1 January 2011

The above accounting standards and interpretations (including the consegquential
amendments) are not relevant to the Group’s operations except as follows:-

(i) The revised FRS 3 introduces significant changes to the accounting for
business combinations, both at the acquisifion date and post acquisition,
and requires greater use of fair values. In addition, all transaction costs,
other than share and debt issue costs, will be expensed as incurred. This
revised standard will be applied prospectively and therefore there will not
have any financial impact on the financial statements of the Group for the
current financial period bui may impact the accounting for future
transactions or arrangements.

(ii) FRS 127 (Revised) requires accounting for changes in ownership interests
by the group in a subsidiary, while maintaining control, to be recognised as
an equity transaction. When the group loses controf of a subsidiary, any
interest retained in the former subsidiary will be measured at fair value with
the gain or loss recognised in profit or loss. The revised standard also
requires all losses attributable fo the minority interest to be absorbed by
the minority interest instead of by the parent. The Group will apply the
major changes of FRS 127 {Revised) prospectively and therefore there will
not have any financial impact on the financial statements of the Group for
the current financial period but may impact the accounting for future

transactions or arrangements.
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11,

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

5.2

5.3

CONSISTENCY OF APPLICATION OF ACCOUNTING POLICIES

This report is prepared on a basis consistent with the accounting policies adopted by the
Group as disclosed in Section 5.3 below. There were no c¢hanges in the significant
accounting policies adopted by the Group during the Relevant Financial Period other than
the adoption of all the new and revised FRS issued by the MASB which are relevant to is

operafions.

SUMMARY OF SIGNIFtCANT ACCOUNTING POLICtES

(a)

Criticat Accounting Estimates And Judgements

Estimates and judgements are continually evaluated by the directors and
management and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the
circumstances. The estimates and judgemenis that affect the application of the
Group’s accounting policies and disclosures, and have a significant risk of causing a
material adjustment to the camying amounts of assets, liabilities, income and
expenses are discussed below:-

)

(i)

Johaor Bahru «

Depreciation of Property, Plant and Equipment

The estimates for the residual values, useful lives and related depreciation
charges for the property, plant and equipment are based on commercial and
production factors which could change significantly as a result of technical
innovations and competitors’ actions in response fo the market conditions.

The Group anticipates that the residual values of its property, plant and
equipment will be insignificant. As a result, residual values are not being
taken into consideration for the computation of the depreciable amount.

Changes in the expected level of usage and technological development
could impact the economic useful lives and the residual values of these
assets, therefore future depreciation charges could be revised.

income Taxes

There are certain transactions and computations for which the ultimate fax
defermination may be different from the initial estimate. The Group
recognises tax fiabilities based on its understanding of the prevailing tax laws
and estimates of whether such taxes will be due in the ordinary course of
business. Where the final oulcome of these matters is different from the
amounts that were initially recognised, such difference will impact the income
tax and deferred tax provisions in the period in which such determination is
made.
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11.

ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(@)

Johor Bahru - Klang + Kota Kinabalu

Critical Accounting Estimates And Judgements (Cont’d)

(i)

{v)

()

Impairment of Non-financial Assets

When the recoverable amount of an asset is determined based on the
estimate of the value-in-use of the cash-generating unit to which the asset is
allocated, the management is required to make an estimate of the expected
future cash flows from the cash-generating unit and also to apply a suitable
discount rate in order to determine the present value of those cash flows.

Consfruction Contracts

Construction contracts accounting requires reliable estimation of the costs
to complete the contract and reliable estimation of the stage of completion,

. Contract Revenue

Construction contracts accounting requires that vanation claims
and incentive payments only be recognised as contract revenue to
the extent that it is probable that they will be accepted by the
customers. As the approval process often takes some time, a
judgement is required fo be made of its probability and revenue
recognised accordingly.

. Confract Costs

Using experience gained on each particular contract and taking into
account the expeciations of the time and matenals required fo
complete the contract, management estimates the profitability of
the contract on an individual basis at any particular time.

Alfowance for Inventories

Reviews are made periodically by management on damaged, obsolete and
slow-moving inventonies. These reviews require judgement and estimates.
Possible changes in these estimates could result in revisions to the valuation

of inventoties.
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11.

ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

{a)

Critical Accounting Estimates And Judgements {Cont’d)

(vi)

(vii)

{vit)

Johor Bahru +

impairment of Trade and Other Receivables

An impairment loss is recognised when there is objective evidence that a
financial asset is impaired. Management specifically reviews its loan and
receivables financial assets and analyses historical bad debts, customer
concentrations, customer creditworthiness, current economic trends and
changes in the customer payment terms when making a judgment to
evaluate the adequacy of the allowance for impairment loss. Where there
is objective evidence of impairment, the amount and timing of future cash
flows are estimated based on historical loss experience for assets with
similar credit risk characteristics. If the expectation is different from the
estimation, such difference will impact the carrying value of receivables.

Revaluation of Properfies

Certain properties of the Group are reported at valuation which is based on
valuations performed by independent professional valuers. The
independent professional valuers have exercised judgement in
determining discount rates, estimates of future cash flows, capitalization
rate, terminal year value, market freehold rental and other factors used in
the valuation process. Also, judgement has been applied in estimating
prices for less readily observable extemal parameters. Other factors such
as model assumptions, market dislocations and unexpected correlations
can also materially affect these estimates and the resulting valuation

estimates.
Impairment of Available-for-sale Financial Assets

The Group reviews its available-for-sale financial assets at the end of each
reporting period to assess whether they are impaired. The Group also
records impairment loss on available-for-sale equity investments when
there has been a significant or prolonged decline in the fair value below
their cost. The determination of what is “significant’ or “prolonged” requires
judgement. In making this judgement, the Group evaluates, among other
factors, historical share price movements and the duration and extent to
which the fair value of an investment is less than its cost.
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11,

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5,

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D}

(a}

(b}

Johor Bahru + Klang » Kota Kinabalu « Kuala Lumpur

Critical Accounting Estimates And Judgements (Cont'd}

(ix)

(x)

Classification of Leasehold Land

The classification of leasehold land as a finance lease or an operating
lease requires the use of judgement in determining the extent to which
risks and rewards incidental to its ownership lie. Despite the fact that there
will be no transfer of ownership by the end of the lease term and that the
lease term does not constitute the major part of the indefinite economic life
of the land, management considered that the present value of the
minimum lease payments approximated to the fair value of the land at the
inception of the lease. Accordingly, management judged that the Group
has acquired substantially all the risks and rewards incidental to the
ownership of the land through a finance lease.

Fair Value Estimates for Certain Financial Assets and Liabifities

The Group camies certain financial assets and [iabilities at fair value, which
requires extensive use of accounting estimates and judgement. While
significant components of fair value measurement were determined using
verifiable objective evidence, the amount of changes in fair value would differ
if the Group uses different valuation methodologies. Any changes in fair
values of these assets and liabilities would affect profit and equity.

Basis of Consolidafion

The consolidated financial statements include the financial statements of the
Company and its subsidiary made up to 31 October 2010.

A subsidiary is defined as a company in which the parent company has the power,
directly or indirectly, to exercise control over its financial and operating policies so as

to obtain benefits from its activities.

The acquisition of BSB by the Company has been accounted for as a business
combination amongst entities under commeon control. Accordingly, the financial
statements of the Group have been consolidated using the merger method of

accounting.

Page 13 0f 88

Offices in Malaysia:
« Kuching + Labuan + Melaka + Muar « Fenang

186



[Company No_897694-T

11.

ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT’D)

5.

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(b)

(c)

Basis of Consolidation (Cont’d)

Under the merger method of accounting, the result of the subsidiary is presented
as if the merger had been effected throughout the current and previous financial
years. The assets and liabilities combined are accounted for based on the
carrying amounts from the perspective of common confrol shareholder at the date
of transfer. On consolidation, the cost of the merger is cancelled with the values of
the shares received. Any resulting debit or credit difference is classified as a non-

distributable reserve.

Infragroup transactions, balances and unrealised gains on transactions are
eliminated; unrealised losses are also eliminated unless cost cannot be
recovered. Where necessary, adjustments are made to the financial statements of
the subsidiary to ensure consistency of accounting policies with those of the

Group.

The gain or loss on the disposal of a subsidiary is the difference between the net
disposal proceeds and the Group's share of its net assets.

Functional and Foreign Currencies
(i) Functional and Presentation Currency

The individual financial statements of each entity in the Group are presented
in the currency of the primary economic environment in which the entity
operates, which is the functional currency.

The consolidated financial statements are presented in Ringgit Malaysia,
which is the Company’s functional and presentation currency.

(i} Transactions and Balances

Transactions in foreign cuirencies are converted into the respective
functional currencies on initial recognition, using the exchange rates
approximating those ruling at the transaction dates. Monetary assets and
liabilities at the balance sheet date are translated at the rates ruling as of
that date. Non-monetary assets and liabilities are translated using
exchange rates that existed when the values were determined. All

exchange differences are recognised in profit or loss.
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11.

ACCOUNTANTS' REPORT (Cont'd)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONTD)

5.

53

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Johor Bahru

Financial Instruments

Financial instruments are recognised in the statement of financial position when
the Group has become a party to the contractual provisions of the instruments.

Financial instruments are classified as liabilities or equity in accordance with the
substance of the contractual errangement. Interest, dividends, gains and losses
relating to a financial instrument classified as a liability, are reported as an
expense 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 setile either on a net basis or to realise the asset and settle

the liability simultaneously.

A financial instrument is recognised initially, at its fair value plus, in the case of a
financial instrument not at fair value through profit or loss, transaction costs that
are directly attributable o the acquisition or issue of the financial instrument.

Financial instruments recognised in the statement of financial position are
disclosed in the individual policy statement associated with each item.

i Financial Assets

On initial recognition, financial assets are classified as either financial
assefs at fair value through profit or loss, loans and receivables, held-to-
maturity investments, or available-for-sale financial assets, as appropriate.

. Financiaf Assets af Fair Value Through Profit or Loss

Financial assefs are classified as financial assets at fair value
through profit or loss when the financial asset is either held for
trading or is designated to eliminate or significantly reduce a
measurement or recognition inconsistency that would otherwise
ense. Dervatives are also classified as held for trading unless they

are designated as hedges.

Financial assets at fair value through profit or loss are stated at fair
value, with any gains or losses arising on remeasurement
recognised in profit or loss. Dividend income from this category of
financial assets is recognised in profit or loss when the Company’s
right to receive payment is established.
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ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

5.

5.3

ACCOUNTING STANDARDS AND POLICIES (CONT'D)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
(d) Financiat Instruments (Cont'd)

i) Financial Assets (Cont'd)

. Held-to-maturity nvestments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that the
management has the positive intention and ability fo hold to
maturity. Held-to-maturity investments are measured at amortised
cost using the effective interest method less any impairment loss,

with revenue recognised on an effective yield basis.

. L cans and Receivables Financial Assels

Trade receivables and other receivables that have fixed or
determinable payments that are not quoted in an active market are
classified as loans and receivables financial assets. lL.oans and
receivables financial assets are measured at amortised cost using
the effective interest method, less any impairment loss. Interest
income is recognised by applying the effective interest rate, except
for shori-term receivables when the recognition of interest would be

immaterial.

. Available-for-sale Financial Assets

Available-for-sale financial assets are non-derivative financial
assets that are designated in this category or are not classified in
any of the other categories. After initial recognition, available-for-
sale financial assets are remeasured to their fair values at the end
of each reporting period. Gains and losses arising from changes in
fair value are recognised in other comprehensive income and
accumulated in the fair value reserve, with the exception of
impaiment losses. On derecognition, the cumulative gain or loss
previously accumuliated in the fair value reserve is rectassified from

equity into profit or loss.

Dividends on available-for-sale equity instruments are recognised
in profit or loss when the Group’s right to receive payments is

established.

Investments in equity instruments whose fair value cannot be
reliably measured are measured at cost less accumulated

impaimment losses, if any.
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11.

ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

8.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICLES (CONT’'D)

(d)

(e}

Johor Bahru « Klang + Kota Kinabalu + Kuala Lumpur + Kuching - Labuan

Financiat Instruments {Cont’d)
(i) Financial Liabilities

All financial liabilities are initially at fair value plus directly attributable
transaction ¢osts and subsequently measured at amortised cost other than
those categerised as fair value through profit or loss,

Fair value through profit or loss category comprises financial liabilities that
are either held for trading or are designated to eliminate or significantly
reduce a measurement or recognition inconsistency that would otherwise
arise. Derivatives are also classified as held for trading unless they are
designated as hedges. Liabilities in this category are classified as current

liabilities.
i Equity instruments

Ordinary shares are classified as equily. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from proceeds.

Dividends on ordinary shares are recognised as liabilities when approved
for appropriation.

Property, Plant and Equipment

Praperty and equipment, other than leasehold land and buildings, are stated at cost
less accumulated depreciation and impaiment losses, if any.

Leasehold land and buildings are stated at revalued amount less accumulated
depreciation and impaimment losses recognised after the date of the revaluation.

Leasehold land and buildings are revalued periodically, at least once in every 5
years. Surpluses ansing from the revaluation are recognised in other
comprehensive income and accumulated in equity under the revaluation reserve.
Deficits arising from the revaluation, to the exient that they are not supported by
any previous revaluation surpluses, are recognised in profit or loss.

Page 17 of 88

Dffices in Malaysia:
+ Melaka + Muar «+ Penang

190



[Company No_897694-T

11,

ACCOUNTANTS’ REPORT (Cont'd)
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ACCOQUNTING STANDARDS AND POLICIES {CONT'D})

5.

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(e)

Property, Plant and Equipment {Cont’d)

Depreciation is calculated under the straight-line method to write off the
depreciable amount of the assets over their estimated useful lives. Depreciation of
an asset does not cease when the asset becomes idle or is retired from active use
unless the asset is fully depreciated. The pnincipal annual rates used for this

purpose are:-

Leasehold land 60 years
Building 3.33%
Computers 20%
Fumiture, fitlings and office equipment 10-20%
Machinery 20%
Motor vehicles 20%

The depreciation method, useful life and residual values are reviewed, and adjusted
if appropriate, at the end of each reporting period to ensure that the amount, method
and period of depreciation are consistent with previous estimates and the expected
pattem of consumption of the future economic benefits embodied in the items of the

property, plant and equipment.

Capital work-in-progress represents assets under construction, and which are not
ready for commercial use at the end of the reporting period. Capital work-in-
progress is stated at cost, and is transferred to the relevant category of assets and
depreciated accordingly when the assets are completed and ready for commercial

use.

Cost of capital work-in-progress includes direct cost, related expenditure and
interest cost on borrowings taken fo finance the construction or acquisition of the
assets to the date that the assets are completed and put info use.

Subsequent costs are included in the assets’ carrying amount or recognised as a
separate asset, as appropriate, only when the cost is incurred and it is probable that
the future economic benefits associated with the asset will flow to the Group and the
cost of the asset can be measured reliably. The carrying amount of parts that are
replaced is derecognised. The costs of the day-to-day servicing of property, plant
and equipment are recognised in profit or loss as incurred. Cost also comprises the
initial estimate of dismantling and removing the asset and restoring the site on which
it is located for which the Group is obligated to incur when the asset is acquired, if

applicable.

An item of property, plant and equipment is derecognised upon disposal or when no
future economic benefits are expected from its use. Any gain or loss arising from
derecognition of the asset is recognised in profit or loss.
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ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONT'D)

f)

Impairment

(i

Johor Bahru -+

Impairment of Financial Assets

All financial assets {other than those categorised at fair value through profit
or ioss), are assessed at the end of each reporting period whether there is
any objective evidence of impairment as a result of one or more events
having an impact on the estimated future cash flows of the asset. For an
equity instrument, a significant or prolonged decline in the fair value below
its cost is considered to be objective evidence of impairment.

An impairment loss in respect of held-to-maturity investments and loans
and receivables financial assets is recognised in profit or loss and is
measured as the difference between the asset's carrying amount and the
present value of estimated future cash flows, discounted at the financial
asset's original effective interest rate.

An impairment loss in respect of available-for-sale financial assets is
recognised in profit or loss and is measured as the difference between its
cost {(net of any principal payment and amortisation) and its current fair
value, less any impairment foss previously recognised in the fair value
reserve. In addition, the cumulative loss recognised in other
comprehensive income and accumulated in equity under fair value
reserve, is reclassified from equity to profit or loss.

With the exception of awilable-for-sale equily instruments, if, in a
subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is
reversed through profit or loss fo the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been
recognised. In respect of available-for-sale equity instruments, impairment
losses previously recognised in profit or loss are not reversed through
profit or joss. Any increase in fair value subsequent to an impairment loss
made is recognised in other comprehensive Income.

Page 19 of 88
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ACCOUNTING STANDARDS AND POLICIES (CONT'D)

5.

53

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

f Impairment (Cont’d0

(i)

impairment of Non-Financial Assets

The carrying values of assets, other than those to which FRS 136 -
Impairment of Assets does not apply, are reviewed at each balance sheet
date for impairment when there is an indication that the assets might be
impaired. Impairment is measured by comparing the carrying values of the
assets with their recoverable amounts. The recoverable amount of the
assets is the higher of the assets’ net selling price and their value-in-use,
which is measured by reference to discounted future cash flow.

An impairment loss is recognised in profit or loss immediately unless the
asset is camied at its revalued amount. Any impairment loss of a revalued
asset is treated as a revaluation decrease to the extent of a previously
recognised revaluation surplus for the same asset.

In respect of assets other than goodwill, and when there is a change in the
estimates used to determine the recoverable amount, a subsequent
increase in the recoverable amount of an asset is treated as a reversal of
the previous impairment loss and is recognised to the extent of the
carrying amount of the asset that would have been determined (net of
amortisation and depreciation) had no impairment loss been recognised.
The reversal is recognised in profit or loss immediately, unless the asset is
carried at its revalued amount. A reversal of an impairment loss on a
revalued asset is credited directly to the revaluation surplus. However, to
the extent that an impairment loss on the same revalued asset was
previcusty recognised as an expense in the statement of comprehensive
income, a reversal of that impairment loss Is recognised as income in the
statement of comprehensive income.

(g) Assets Under Hire Purchase

Piant and equipment acquired under hire purchase are capitalised in the financial
statements and are depreciated in accordance with the policy set out in Note 5.3(¢)
above. Each hire purchase payment is alloceted between the liability and finance
charges so as to achieve a constant rate on the finance balance outstanding.
Finance charges are aliocated to the statement of comprehensive income over the
periods of the respective hire purchase agreements.

Johor Bahru +
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ACCOUNTING STANDARDS AND POLICIES {CONT’D)

5.

53

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD)

(h)

)

G)

Johor Bahtu + Klang + Kota Kinabalu + Kuala Lumpur + Kuching « Labuan - Melaka

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined on the weighted average basis, and comprises the purchase price and
incidentals incurred in bringing the inventories to their present location and condition.

Net realisable valué represents the estimated selling price less the estimated costs
of completion and the estimated costs necessary to make the sale.

Where necessary, due allowance is made for all damaged, cbsolete and slow-
moving items.

Amounts Owing By/To Contract Customers

The amounis owing by/fto contract customers are stated at cost plus profits
aftributable to contracts in progress less progress billings and allowance for
foreseeable losses, if any. Cost includes direct materials, tabour and applicable

overheads.

income Taxes
Income taxes for the year comprise current and deferred tax.

Current tax is the expected amount of income faxes payable in respect of the taxable
profit for the year and is measured using the tax rates that have been enacted or

substantively enacted at the end of the reporting period.

Deferred tax is provided in full, using the liability method, on the temporary
differences ansing between the tax bases of assets and liabilities and their carrying
amounts in the financial statements.

Deferred tax liabilities are recognised for all faxable temporary differences other than
those that arise from goodwill or excess of the acquiret’s interest in the net fair value
of the acquiree’s identifiable assets, fiabilities and contingent fiabilities over the
business combination costs 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 assets are recognised for all deductible temporary differences, unused
tax losses and unused tax credits to the extent that it is probable that future taxable
profits will be available against which the deductible temporary differences, unused
tax losses and unused tax credits can be ufilised.

Page 21 of 88
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ACCOUNTING STANDARDS ANO POLICIES (CONT'O)

5.

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

)

(k)

it

Johor Bahru + Klang - Kota Kinabalu

income Taxes (Cont’d)

Deferred tax assets and liabilities are measured at the tax rates that are expected
to apply in the perod when the assef is realised or the liability is setfled, based on
the tax rates that have been enacted or substantively enacted at the end of the

reporting period.

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to set off cumrent tax assets against current tax liabilities and when the
deferred income taxes relate to the same taxation authority.

Deferred tax relating to items recognised outside profit or loss is recognised
outside profit or loss. Deferred tax items are recognised in correlation to the
underlying fransactions either in other comprehensive income or directly in equity
and deferred tax arsing from a business combination is included in the resulting
goodwill or excess of the acquirer’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and confingent liabilities over the business
combination costs.

Borrowing Costs

All borrowing costs are recognised in profit or loss as expenses in the penod in
which they are incurred.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash in hand, bank balances, demand
deposits, deposits pledged with financial institutions, bank overdrafts and short-
term, highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in vaiue.

Page 22 of 88

Offices in Malaysia:
« Kuala Lumpur « Kuching « Labuan + Melaka + Muar « Penang

195



[Company No_897694-T

11.

ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

5.

53

ACCOUNTING STANDARDS AND POLICIES (CONT'D)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
{m) Employee Benefits
(] Short-term Benefiis
Wages, sataries, paid annuai leave, bonhuses and non-monetary benefits
are accrued in the period in which the associated services are rendered by
employees of the Group.
(i) Defined Contribution Plans
The Group's contributions 1o defined contribution plans are recognised in
profit or loss in the period o which they relate. Once the contributions have

been paid, the Group has no further liability in respect of the defined
contribution plans.

(n) Related Parties
A related parly is related to an entity if:-

(i) directly, or indirectly through one or more intermedianes, the party:-

. controls, is controlled by, or is under common control with, the entity
(this includes parents, subsidiaries and feliow subsidianes),

. has an inferest in the entity that gives it significant influence over the
entity; or

. has joint control over the entity;

(i) the party is an associate of the entity;

(iii) the party is a joint venture in which the entity is a venturer;

(iv)  the party is a member of the key management personnel of the entity or its
parent;

v) the party is a close member of the family of any individual referred to in (i) or
(iv)

{vi) the party is an entity that is confrolled, joinfly controlled or significantly
influenced by, or for which significant voting power in such entity resides with,
directly or indirectly, any individual referred to in {iv) or (v); or

(vii)  the party is a post-employment benefit plan for the benefit of employees of
the entity, or of any entity that is a related party of the entity.

Close members of the family of an individual are those family members who may be
expected o influence, or be influenced by, that individual in their dealings with the
entity.
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ACCOUNTING STANDARDS AND POLICIES (CONT’D)

5.

6.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(o)

()

Revenue Recognition

y

(i)

(1)

(v)

Sale of Goods

Revenue is recognised upon delivery of goods and customers’ acceptance
and where applicable, net of sales tax, retums and trade discounts.

Services

Revenue is recognised upon rendering of services and when the outcome of
the transaction can be estimated reliably. In the event the outcome of the
fransaction could not be estimated reliably, revenue is recognised to the
extent of the expenses incurred that are recoverable.

Construction Contracts

Revenue on contracts is recognised on the percentage of completion
method unless the outcome of the contract cannot be reliably determined,
in which case revenue on contracts is only recognised to the extent of
contract costs incurred that are recoverable. Foreseeable losses, if any,
are provided for in full as and when it can be reasonably ascertained that

the contract will result in a loss.

The stage of completion is determined based on the proportion that
coniract costs incurred for work performed to date bear to the estimated

total contract costs.
Interest Income

Interest income is recognised on an accrual basis.

Operating Segments

An operating segment is a component of the Group that engages in business
activities from which it may earn revenues and incur expenses, inciuding revenues
and expenses that relate to transactions with any of the Group’s other
components. An operating segment’s operating results are reviewed regularly by
the chief operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance, and for which discrete

financial information is available.

Johor Bahru
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6.

FINANCIAL INFORMATION

Boilermech was incorporated in Malaysia as a private limited company on 8 April 2010
under the name of Boilermech Holdings Sdn. Bhd. Bollermech was converted into a public
limited company on 14 May 2010 and assumed its present name, Bofiermech Holdings
Berhad.

Boilermech Group (“the Group™) only existed during the FPE 2011, upon completion of the
acquisition by Boilermech of BSB on 21 October 2010. Hence, there are no consolidated
financial statements of the Group for FYE 2008, 2009 and 2010. For the purpcse of this
report, the audited financial statements of BSB for FYE 2008, 2009 and 2010 are also

presented where BSB had existed.

The financial information of Boilermech Group and BSB as presented in Section 6.1 and
Section 6.2 respectively, are based on the audited financial statements, modified as

appropriate, for the purpose of this report.

The scope of work involved in the preparation of this report does not consfitute an audit in
accordance with approved standards on auditing in Malaysia.

All information are extracted from the audited financial statements except for those in
italics which are prepared based on calculations, representations and/or expianations
provided by the management of Boilermech Group.
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6.1 BOILERMECH GROUP

6.1.1

Rewenue
Cost of sales

Gross profit ("GP*")
Other income

Selling and marketing expenses
Administrative expenses

Other expenses

Finance costs

Profit before taxation ("PBT")

Depreciation
Interest expense
Interest income

Eamings before interest, amortisation,

depreciation and taxation

Depreciation
Interest expense
Interest income

PBT
Income tax expense

Profit after taxation ("PAT")

Other comprehensive income, net of tax
- Fair value changes of available-for-sale financial

assets
- Revaluation of property

- Income tax expense to component of other

comprehensive income

Total comprehensive income for the financial period

Johor Bahru + Klang + Kota Kinabalu + Kuaia Lumpur

Cffices in Malaysia:
+ Kuching »

199

STATEMENT OF COMPREHENSIVE INCOME OF THE BOILERMECH GROUP

UNAUDITED AUDITED
FPE 2010 FPE 2011 #
Note RM'000 RM'000
6.1.5 46,074 60,766
(35,780) (46,882)
10,294 13,884
60 222
10,354 14,106
{(337) {819)
(1,103) (2,108)
(504) (944)
{137} {124}
8,273 10,113
365 500
137 124
(13) (104)
8,762 10,633
{365) (500)
{137) {124)
13 104
6.1.6 8,273 10,113
6.1.7 {1,031} (2,864)
7,242 7,249
- {5)
- 6,482
6.1.8 - (1,620}
- 4,857
7,242 12,106
Page 26 of 88
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»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)
6.1 BOILERMECH GROUP (CONT’D)
6.1.1 STATEMENT OF COMPREHENSIVE INCOME OF THE BOILERMECH GROUP

{(CONT'D)
UNAUDITED  AUDITED
FPE 2010 FPE2011 #
Note RM'000 RM'000
GP margin (%) 22.34 22.85
PBT margin (%) 17.96 16.64
PAT margin (%) 15.72 11.93
Effective tax rate (%) 1246 28.32
Interest coverage (times) 61.4 82.6
Assumed number of shares in issued of
RMO. 10 each (000) 223,100 223,100
Gross earning per share ("EPS") (RM} 004 0.05
Net EPS (RM) 0.03 .03
Note:
# - The financial statements of the subsidiary, namely Boillermech Sdn. Bhd. has been consdiidated using

the merger method of accounting. Accordingly, the resulls of the Group incorporated the resulis of
Boilermech Sdn. Bhd. from 1 May 2010 to 31 Oclober 2010,
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6.

6.1

6.1.2

AUDITED FINANCIAL STATEMENTS (CONT’D)

BOILERMECH GROUP (CONT'D)

STATEMENT OF FINANCIAL POSITION OF THE BOILERMECH GROUP

NON-CURRENT ASSETS
Property, plant and equipment
Other investment

CURRENT ASSETS

Inventories

Amount owing by confract customers

Trade receivables

Other receivables, deposits and prepayments
Short-term deposits with a licensed bank
Cash and bank balances

TOTAL ASSETS

Offices in Malaysia:
Johor Bahru » Klang » Kota Kinabalu - Kuaka Lumpur * Kuching * Labuar
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Note

6.1.9
6.1.10

611
6.1.12
6.1.13

6.1.14
6.1.15

AUDITED
31.10.2010
RM'000

19,349
23

19,372

10,069
9,104
39,121
1,734
2,000
7,805

69,833

89,205

Page 28 of 88

» Melaka » Muar » Penang



[Company No_897694-T

11.
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6.
6.1

6.1.2

AUDITED FINANCIAL STATEMENTS (CONT’D})

BOILERMECH GROUP (GONT’D}

STATEMENT OF FINANCIAL POSITION OF THE BOILERMECH GROUP (CONT’D)

EQUITY AND LIABILITIES
EQUITY

Share capital

Revaluation resene

Fair value resene

Merger deficit

Retained profits

TOTAL EQUITY

NON-CURRENT LIABILITIES
Long-term borrowings
Defeired taxation

CURRENT LIABILITIES

Amount owing {o contract custiomers
Trade payables

Other payabies and accruals
Short-term bormowings .

Current tax liabilities

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Number of shares in issued of RM0. 10 each (000)
Net tangible assets {"NTA")

Trade receivables tumover ratio (days)

Trade payables turnover rafio (days)

Gearing ratio (times)

Qffices in Malaysia:
Johor Bahru + Klang + Kota Kinabalu + Kuala Lumpur * Kugching - Labuan
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Note

6.1.16
6.1.17
6.1.18
6.1.19

8.1.20
6.1.23

6.1.12
6.1.24

6.1.25

AUDITED
31.10.2010
RM000

22,310
4,862

27)

(21,810)
19,740

25,075

4,475
1,614

6,089

33,0687
16,721
3,109
434
4,710

58,041
64,130

89,205

223,100
25,075
118

66

0.20
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6 AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1

BOILERMECH GROUP (CONT'D)

6.1.3 STATEMENT OF CASH FLOWS OF THE BOHL.ERMECH GROUP

CASH FLOW FROM CPERATING ACTIVITIES

Profit before taxation

Adjustments for:-

Depreciation of property, plant and equipment
Impaimment loss on trade recehables

interest expense
Gain on disposal of equipment
Interest income

Unrealised gain on foreign exchange
Write-back of impairment loss on trade receivables

Operating profit before working capital changes
Increase in amount owing by contract customers

Decrease/(Increase} in inventones

Increase in trade and other receivables
Increase in trade and other payables
Increase/(Decrease) in amount owing to contract

customers

CASH FROM OPERATIONS
Interest paid
Income tax paid

NET CASH FROM OPERATING ACTIVITIES

BALANCE CARRIED FORWARD

Johor Bahru + Klang = Kota Kinabalu »

Offices in Malaysla:
Kuala Lumpur * Kuching =

203

UNAUDITED  AUDITED
FPE 2010 FPE 2011 #
Note RM"000 RM'000

8,273 10,113

365 500

- 1,425

137 124

(20) -

(13) (104)

- (14)

- (1,254

8,742 10,790
{1,738) (3,700)
5,556 (651)
(5,363} (4,726)
1,102 3,022
2,349 (1,303}
10,648 3,432
(137) (124)

(660) (601)
9,851 2,707
4,851 2,707

Labuan =

Melaka = Muar + Penang
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»\ Crowe Horwath.

6  AUDITED FINANCIAL STATEMENTS (CONT’D)
6.1 BOILERMECH GROUP (CONT'D)
6.1.3 STATEMENT OF CASH FLOWS OF THE BOILERMECH GROUP (CONT'D)

UNAUDITED AUDITED
FPE 2010 FPE 2011 #

Note RM'000 Riw000
BALANCE BROUGHT FORWARD 9,851 2,707
CASH FLOW FOR INVESTING ACTIVITIES
Proceeds from disposal of equipment 85 -
Purchase of property, plant and equipment 6.1.26 (1,815) (1,224)
Interest received 13 104
NET CASH FOR INVESTING ACTIVITIES (1.707) (1,120)
CASH FLOWS FOR FINANCING ACTIVITIES
Repayment of hire purchase obligations {52) (95}
Repayment of term lcan (107) (136)
Diddend paid {1,000} {8,000}
NET CASH FOR FINANCING ACTIVITIES {1,159) (8,231)
NET INCREASE/DECREASE) IN CASH AND CASH
EQUIVALENTS 6,985 (6,644}
EFFECTs ON FOREIGN EXCHANGE, NET - 23
CASH AND CASH EQUIVALENTS AT BEGINNING
OF THE FINANCIAL PERIOD 11,544 16,426
CASH AND CASH EQUIVALENTS AT END
OF THE FINANCIAL PERICD 6.1.27 18,529 9,805
Noles:
# -  The firancial statements of the subsidiary, namely Bollermech Sdn. Bhd. have been consolidated using

the merger method of accounting. Accordingly, the resuits of the Group incorporafed the results of
Boitermech Sdn. Bhd, from 1 May 2010 to 31 Oclober 2010.
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[ Company No. 897694-T ||

11.

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6.
6.1

6.1.5

6.1.6

AUDITED FINANCIAL STATEMENTS (CONT'D)
BOILERMECH GRCUP (CONT'D)

REVENUE

Trading and sendces
Manufacturing

PROFIT BEFCRE TAXATION

Profit before taxation is amived at after charging/{crediting)

Audit fee:

- statutory

- non-statutory

Depreciation of property, plant and equipment
Directors’ fee

Directors’ non-fee emoluments

Fair value gain on other investment
Impairment loss on trade receivables
Interest expense:

- hire purchase

- letters of credit

- term loan

Listing expense

Rental expense:

- forklifts

- motor vehicles

Staff costs

Gain on disposal of equipment
Loss/(Gain) on fareign exchange:

- realised

- unrealised

Interest income

Whrite-back of impairment loss on trade receivables

UNAUDITED  AUDITED
FPE2010  FPE 2011
RM'000 RM'000

2,241 3,326

43,833 57,440

46,074 60,766
UNAUDITED  AUDITED
FPE 2010  FPE 2011
RM'000 RM'000

9 9

- 18

365 500

2 10

334 443

. 5

- 1,425

6 11

- 5

131 108

- 363

25 50

15 24

1,184 2,192
{20) -

(264) 138

- (14)

(13) (104)

- (1,254)

The estimated monetary value of non-cash benefits provided to cerfain directors of the
Group during the financial period amounted to RM15,000 (31.10.2009 - RM1,800).
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6. AUDITED FINANCIAL STATEMENTS (CONT'D)
6.1 BOILERMECH GROUP (CONT'D}
6.1.7 INCOME TAX EXPENSE

UNAUDITED  AUDITED
FPE 2010 FPE 2011

RM 000 RM'000
Income tax:
- for the financial pedod 1,608 2,568
- {overyunderprovision in the prevous financial year {577) 302
1,031 2,870
Deferred taxation (Note 6.1.23}
- for the financial perod - (6}
1,031 2,864

A reconciliation of income tax expense applicable fo profit before taxation at the statutory
tax rates to income fax expense at the effective tax rate of the Group is as follows:-

UNAUDITED  AUDITED
FPE 2010 FPE 2011

RM000 RM000
Profit before faxation 8,273 10,113
Tax at the applicable statutory tax rate of 25% 2,068 2,528
Tax effects of:.-
Non-taxable income (11} (25)
Non-deductible expenses 239 218
Effective of tax incentive (789) -
Utilisation of deferred tax assets prevously not recognised - (134)
Deferred tax assets not recognised during the financial period 116 -
(Ower)/Underprovision of income tax in the previous financial period 577) 302
Differential in tax rate (15) (25)
Income tax expense for the financial period 1,031 2,864
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11,

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6.
6.1

6.1.8

6.1.9

AUDITED FINANCIAL STATEMENTS (CONT'D)
BOILERMECH GROUP (CONT'D)
INCOME TAX EXPENSE ON COMPONENTS OF OTHER COMPREHENSIVE INCOME

UNAUDITED  AUDITED
FPE 2010 FPE 2011

RM*'000 RM'000
Peferred taxation on the revaluation surplus of property - 1,620
PROPERTY, PLANT AND EQUIPN!ENT
At Depreciation At
1510  Additions Reclassification Revaluation chatge 31.10.10
Net book value RM'0C0  RM'000 RM'000 RM 00 RM'000 RM'000
Leasehotd land 6,579 - - 4,450 {70} 10,969
Building 1,680 - 2,218 2022 (55} 5,865
Computers 62 26 - - {17 71
Fumiture, fittings and
office equipment 193 22 - - {18} 197
Machinery 1,201 354 - - (192) 1,363
Motor vehicles 1,032 - - - (148) 884
Capital worlc-in-progress 1,396 §22 {2,218) - - -
12,143 1,224 - 6,482 (500) 19,349
At Accumulated Net book
At cost valuation depreciation value
RM'000 RMQ00 RM'000 RM'000
At 31.10.2010
Leasehold land - 11,000 (313 10,969
Building - 5,900 {35) 5,865
Computers 241 - (170} 71
Fumiture, fittings and office equipment 278 - 81) 197
Machinery 1,915 - {552} 1,363
Motor vehicles 1,558 - (674} 884
3,992 16,900 {1,543) 19,349

(a) The leasehold land and building of the Group have been pledged to a licensed
bank as security for banking facilities granted fo the Group.

(b) Included in the assets of the Group at the end of the reporting period were motor
vehicles with a total net book value of RM668,000 which were acquired under hire

purchase ternms.
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11, ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.1 BOILERMECH GROUP (CONT'D)

6.1.9 PROPERTY, PLANT AND EQUIPMENT (Cont'd}

(c)

(d)

6.1.10 OTHER INVESTMENT

During the financial period, the Group’s leasehold land and building were revalued
by an independent professional valuer, Mr James Tan Keen Meng, a registered
valuer with Raine & Home International Zaki + Pariners Sdn. Bhd. based on the
cost method and comparison method of valuation. The surpluses arising from
revaluations, net of deferred taxation, have been credited to ofher comprehensive

income and accumulated in equity under the revaluation reserve.

If the leasehold land and building were measured using the cost model, the
carrying amounts would be as follows:-

Leasehold land

Building

Quoted shares in Malaysia, at fair vafue

Market value of quoted shares

AUDITED
FPE 2011
RM'000

6,521
3,828

10,349

AUDITED
FPE 2011
RAM'000

23

23

Upon adoption of FRS 139 during the financial perod, the Group designated its
investment in quoted shares that were previously measured using the cost model as

available-for-sale financial assefs and are measured at fair value.

Johor Bahru + Klang + Kota Kinabalu

Offices in Malaysla:
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11. ACCOUNTANTS’ REPORT (Cont’d)
%_ Crowe Horwath.
6. AUDITED FINANCIAL STATEMENTS (CONT'D})
6.1 BOILERMECH GROUP (CONT'D)
6.1.11 INVENTORIES
AUDITED
FPE 2011
RM'000
At cost:-
Raw materials 10,069
None of the inventories is stated at net realisable value.
6.1.12 AMOUNTS OWING BY/{TO) CONTRACT CUSTOMERS
AUDITED
FPE 2011
RM'000
Costs incurred on contracts to date 73,213
Attributable profits 14,484
87,697
Progress billings (111,660)
{23,963)
The amounts owing comprise the following:-
Amount owing by contract customers 9,104
Amount owing to contract customers (33,067)
{(23,963)
Page 37 of 88
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11. ACCOUNTANTS’ REPORT (Cont’d)

N

6.
6.1

6.1.13

Crowe Horwath.

AUDITED FINANC!AL STATEMENTS (CONT’D)
BOILERMECH GROUP (CONT’D)

TRADE RECEIVABLES

Trade receivables
Retention receivables

Less: Allowance for impairment loss

Allowance for impairment loss:-

At 1.5.2010

Addition for the financial pericd
Write-back during the financial period

At 31.10.2010

AUDITED
FPE 2011
RM'000

38,582
2,899

41,481
(2,360)

39,121

(2,189)
(1,425)
1,254

(2,360)

The Group’s normal trade credit terms range from 30 to 90 days. Other credit terms are

assessed and approved on a case-by-case basis.

The foreign currency exposure profile of the trade receivables at the end of the reporting

period is as follows:-

United States Dollar

Offices in Malaysia:
Johor Bahru » Kiang » Kota Kinabalu « Kuala Lumpur » Kughing -

21

AUDITED
FPE 2011
RM000

10,670
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11, ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.1 BOILERMECH GROUP (CONT'D)
6.1.14 SHORT-TERM DEPOSITS WITH A LICENSED BANK

The effective interest rate of the short-term deposits at the end of the reporting period was
1.75% per annum. The short-term deposits have a maturity period of 14 days.

6.1.15 CASH AND BANK BALANCES

The foreign cumency exposure profile of the cash and bank balances at the end of the
reporting pericd is as follows:-

AUDITED
FPE 2011
RM'000
United States Dollar 4,545
6.1.16 SHARE CAPITAL
The movements in the authorised share capital of Boilermech are as foliows:-
AUDITED
31.10.2010
Par Number Share
Value of Shares Capital
RM {"000) RM'000
Ordinary Shares
At 8.4.2010
- date of incomoration 0.10 1,000 100
Increase during the financial period 0.10 499,000 49,900
At 31.10.2010 500,000 50,000
Page 39 of 88
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’'D}

6.1 BOILERMECH GROUP {(CONT'D}

6.1.16 SHARE CAPITAL (CONT'D})

The movements in the issued and paid-up share capital of Boilermech are as foilows:-

AUDITED
31.1G.201¢
Par Number Share
Value of Shares Capltal
RM {'000) RM’000
Ordinary Shares
At 8.4.2010
- date of incorporation 0.10 A ¥
Allotment during the financial period 0.10 223,100 22,310
At 31.10.2010 223,100 22,310
Note:
* - Represents RM2.
A - Represents 20 shares.

The Company was incorporated with an authorised share capital of RM100,000
comprising 1,000,000 ordinary shares of RM0.10 each, of which 20 ordinary shares of
RMOQ.10 each were subscribed for on the date of incorporation.

During the financial period,

(@ the Company increased its authorised share capital from RM100,000 to
RM50,000,000 by the creation of 499,000,000 new ordinary shares of RM0.10 each;

and

(b) the Company increased its issued and paid-up share capital from RM2 to
RM22,310,000 by the ailotment of 223,099,980 new ordinary shares of RM0.10
each for the acquisition of BSB. The new ordinary shares issued during the financial
period rank pari passu in all respects with the existing ordinary shares of the

Company.

6.1.17 REVALUATION RESERVE

The revaluation reserve represents the increase in the fair value of leasehold land and
building of the Group {net of deferred tax, where applicable).
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11.

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

AUDITED FINANCIAL STATEMENTS (CONT'D)

6.

6.1

BOILERMECH GROUP (CONT'D)

6.1.18 FAIR VALUE RESERVE

The fair value reserve represents the cumulative fair value changes (net of tax, where
applicable) of available-for-sale financial assets until they are disposed of or impaired.

6.1.19 MERGER DEFICIT

The merger deficit arose from the difference between the carrying value of the investment
and the nominal value of the shares of a subsidiary upon consolidation under the merger

accounting principles.

6.1.20 LONG-TERM BORROWINGS

Hire purchase payables (Note 6.1.21}
Term loan (Note 6.1.22)

6.1.21 HIRE PURCHASE PAYABLES

Minimum hire purchase payments:
- not later than one year

- later than one year but not later than five years

|_ess: Future finance charges

Present value of hire purchase payables

Oftlces in Malaysla:

Johor Bahru + Klang « Kota Kingbalu «

Kuala Lumpur +

Kuching «
214

AUDITED
FPE 2011
RM'000

262
4,213

4,475

AUDITED
FPE 2011
RM'000

183
202

475
(62)

423
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11. ACCOUNTANTS’ REPORT (Cont’d)

N

6.
6.1
6.1.21

6.1.22

Crowe Horwath.

AUDITED FINANCIAL STATEMENTS {CONT'D)

BOILERMECH GROUP (CONT'D)

HIRE PURCHASE PAYABLES (CONTD)

AUDITED
FPE 2014
RM'000

‘The net hire purchase payables are repayable as follows:-

Non-current (Note 6.1.20)

- later than one year but not later than five years

Current (Note 6.1.25}:
- not later than one year

262

161

423

The hire purchase payables bore a weighted average effective interest rate of 5.51% per
annum at the end of the reporting period.

TERM LOAN

Non-current {Note 6.1.20);
- repayable befween one to two years
- repayable between two to five years
- repayable after five years

Current {Note 8.1.25):
- repayable within one year

Offices in Malaysia:
Johor Bahru = Klang + Kota Kinabalu » Kuala Lumpur = Kuching «
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AUDITED
FPE 2011
RM'000

285
944
2,984

4,213

273

4,486
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1 BOILERMECH GROUP (CONT’D)

6.1.22 TERM LOAN (CONT'D}

The term loan is repayable in 180 monthly instalments of RM40,722 commencing on

February 2009,

The term loan bore an effective inferest rate of 4.80% per annum at the end of the reporting

date and is secured by:-

{a) a first legal charge over the leasehold land and building as disclosed in Note 6.1.9

to this report;

(b) a fixed and floating charge over the assets of the Group, both present and future;

and

(c) a joint and several guarantee of the certain directors of the Group.

6.1.23 DEFERRED TAXATION

At 1.5.2010

Recognised in profit or toss (Note 6.1.7)
Recognised in other comprehensive income (Note 6.1.8)

At 31.10.2010

The deferred taxation is attributable to the following:-

Fair value gain on property

Johor Bahru «

Klang + Kota Kinabalu « Kuala Lumpur «

Offices in Malaysia:
Kuching «

216

Labuan

AUDITED
FPE 2011
RM'000

(6)
1,620

1.614

AUDITED
FPE 2011
RM"000

1,614
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11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.1 BOILERMECH GROUP (CONT'D)

6.1.24 TRADE PAYABLES

The nomal trade credit terms granted to the Group range from 30 to 90 days.

The foreign currency exposure profile of the trade payables at the end of the reporting

period is as follows:-

Uinited States Dollar

6.1.25 SHORT-TERM BORROWINGS

Hire purchase payabiles (Note 6.1.21)

Temmn loan (Note 6.1.22}

6.1.26 PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

Cost of property, plant and equipment purchased
Amount financed through hire purchase

Cash disbursed for purchase of property, plant and equipment

Offices In Malaysla:

Johor Bahru «+ Klang - Kota Kinabalu « Kuala Lumpur « Kuching « Labuan
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AUDITED
FPE 2011
RM'0C0

1,760

AUDITED
FPE 2011
RM'000

161
273

434

AUDITED
FYE 2010
RM'000

UNAUDITED
FPE 2010
RM'C00

2,375 1,224
(560} -

1,815 1,224
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11, ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS {CONT’D)
6.1 BOILERMECH GROUP (CONT’D)

6.1.27 CASH AND CASH EQUIVALENTS

For the purpose of the statements of cash flows, cash and cash equivalents comprise the

following:-
UNAUDITED  AUDITED
FPE 2010 FPE 2011
RM'000 RM'000
Short-term deposits with a licensed bank 10,119 2,000
Cash and bank balances 8.410 7.805
18,529 9,805

6.1.28 DIRECTORS’ REMUNERATION

(a) The agaregate amount of emoluments received and receivable by Directars of the
Group during the financial period are as follows:-

UNAUDITED AUDITED
FPE 2010 FPE 2011

RM'000 RM'000
Directors' of the Group:
- Executive:
- fees 2 10
- remuneration 307 410
- contribution fo Employees’ Provident Fund {"EPF") 27 a3
336 453
Benefits-in-Kind 2 15
Page 45 of 88
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.1 BOILERMECH GROUP (CONT'D)

6.1.28 DIRECTORS’ REMUNERATION (CONT'D)

(b}

The details of emoluments for the directors of the Group received/receivable for
the financial period in bands of RM50,000 are as follows;-

UNAUDITED  AUDITED
FPE 2010 FPE 2011

RM’00) RM'G0¢
Executive directors:-
RM 100,001 - RM150,000 1 -
RM156,001 - RM200,000 1 1
RM250,001 - RM300,000 - 1

6.1.29 RELATED PARTY DISCLOSURES

(a)

Johor Bahru + Klang + Kota Kinabalu + Kuala Lumpur « Kuching « Labuan

Identities of related parties

For the purposes of these financial statements, parties are considered to be
related to the Group if a group or a company has the ability, directly or indirectly,
to control the parly or exercise significant influence over the parly in making
financial and operating decisions, or vice versa, or where the Group and party are
subject to common control or common significant influence. Related parties may
be individuals or other entities.

Key management personnel are defined as those persons having authority and
responsibility for planning, directing and controlling the activities of the Group
either directly or indirectly. The key management personnel are the directors of
the Group.
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS {CONT'D)

6.1 BOILERMECH GROUP {CONT’D})

6.1.29 RELATED PARTY DISCLOSURES {CONT'D)

(b) During the financial period, the Group carried out the following transaction with the
related parties during the financial period:-

Purchase of equipment from a company in which a director

has a subslantial financial interest

Sales to companies in which a shareholder has a subsfantial

financiat inferest

Key management personnel compensation:-

Directors' of the Group:
- fees

- remuneration

~ benefits-in-kind

- EPF

Total

Cther shott-term employee benefits

Qfflcas in Malaysla:
Johor Bahru + Ktang + Kota Kinabalu + Kuala Lumpur + Kuching + Labuan
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+ Melaka «

UNAUDITED  AUDITED
FPE 2010 FPE 2011
RM'000 RM'000

230 182

- 116

UNAUDITED  AUDITED
FPE 2010 FPE 2011

RM'000 RM000

2 10

307 410

2 15

311 435

27 33

338 468

107 161

445 629

Page 47 of 88

Muar « Penang



[Company No_897694-T

11, ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1 BOILERMECH GROUP (CONT’D)

6.1.30 SIGNIFICANT EVENTS DURING AND SUBSEQUENT TO THE FINANCIAL PERIOD

(a)

(b)

On 21 October 2010, the Company entered into a Share Sale And Purchase
Agreement with the vendors of BSB for the acquisition of 500,000 ordinary shares
of RM1.00 each, representing the entire issued and paid-up share capital of BSB,
for a fotal consideration of RM22,309,998 based on a willing buyer willing seller
basis after taking into consideration the net assets of BSB as at 31 August 2010 of
RM22,306,458, after adjusting for the fair value of BSB's property. The property
was valued by the Directors based upon a valuation carried out by Raine & Home
International Zaki + Partners 8dn Bhd, an independent firm of professional
valuers, and resulted in a nef revaluation surplus of approximately RM4.861
million.

The purchase consideration was fully satisfied by the issuance of 223,099,880
new shares of RMO.10 each in the Company at par. The Acquisition was
completed on 21 October 2010.

BSB has on 23 December 2010 accepied a banking facility of Total Gross Foreign
Exchange Contract Limit of up to RM60 million from HSBC Malaysia Bank

Berhad.

6.1.31 FOREIGN EXCHANGE RATE

The principal closing foreign exchange rate used (expressed on the basis of one unit of
foreign currency to RM equivalent) for the translation of foreign currency balances at the end

of the reporting date is as follows:-

AUDITED
FPE 2011
RM

United States Doillar 3.11

Johor Bahru + Klang - Kota Kinabalu + Kuala Lumpur + Kuching + Labuan » Melaka + Muar
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11, ACCOUNTANTS’ REPORT (Cont’d)

N

6.
6.1

6.1.32

Crowe Horwath.

AUDITED FINANCIAL STATEMENTS (CONT'D)

BOIWLERMECH GROUP (CONT'D)

SEGMENTAL INFORMATION

Segmental information is presented in respect of the Group’s business and geographical
segments. The primary format, business segment, is based on the Group's management

and intemal reporting structure. Inter-segment transactions were camed out on terms and
conditions not matenally different from those obtainable in transactions with independent

third parties.
Business segments

The Group has the following main business segments:-

(i Manufacturing Manufacturing of boilers.
(i) Trading and services Repairing and servicing of boilers.
(i) Others Investment holding.

Geographical segments

The Group has presence in the following principal geographica! areas:-

N Malaysia Manufacturing, repairing and servicing of boilers.
{ii) Overseas Manufacturing, repairing and setvicing of boilers.

In presenting information on the basis of geographical segments, segment revenue is based
on the geographical location of the customers. Segment assets are based on the

geographical location of assets.
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONTD)

6.1

BOILERMECH GROUP (CONT’D)

6.1.32 SEGMENTAL INFORMATION {(CONT'D)

(a) By Business Segments
AUDITED
FPE 2011 Trading and
Manufacturing satvices Others Total
RM'000 RM'000 RM'000 RM'000
REVENUE
Extemal sales 57,440 3,326 - 60,766
Inter-segment sales - - - -
57,440 3,326 - 60,766
Results
Segment results 10,019 1,205 {591} 10,633
Interest income 104
Depreciation {500}
Finance costs {124}
Profit before taxation 10,113
Income tax expense (2,864}
Profit after taxation 7,249
AUDITED
FPE 2011 Trading and
Manufacturing services Others Eliminations Group
RM'000 RM'0GO RM'000 RM'000 RM'000
ASSETS
Segment assets * 46,388 1,839 - - 48,225
Unallocated assets 40,980
Total assets 89,205
LIABILITES
Segment liabilities * 32,787 280 - - 33,067
Unallocated fiabifities 24739
Total Habilities 57,806
Page 50 of 88
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D}

6.1 BOILERMECH GROUP (CONT’D})

6.1.32 SEGMENTAL INFORMATION (CONT'D}

(a)

Johor Bahru -

By Business Segments (Cont'd)

AUBITED
FPE 2011 Trading and
Manufacturing services Others Eliminations Group
OTHER RM'000 RM'000 RM'000 RM'000 RM'000
INFORMATION
Capital expenditure 1,224 - - - 1,224
Depreciation of
property, plant and
equipment 500 - - - 500
lmpaimment foss on
trade receivables 1418 7 - . 1,425
Unreafised gain on
foreign exchange (14) - - - {14)
Write-back of
impairment loss on
trade receivables (683) (571} - - (1,254}
UNAUDITED
FPE 2010 Trading and
Manufacturing services Others Total
RM'000 RM'000 RM'000 RM'000
REVENUE
Extemal sales 43,833 2241 - 48,074
Inter-segment sales - - - -
43,833 2,241 - 46,074
Results
Segment results 7.768 994 - 8,762
Interest income 13
Depreciation (365)
Finance costs {137}
Profit before taxation 8,273
Income tax expense (1.031)
7,242

Profit after taxation

Offises In Malaysla:
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11. ACCOUNTANTS’ REPORT (Cont’d}

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONTD)

6.1 BOILERMECH GROUP (CONT’D)

6.1.32 SEGMENTAL INFORMATION (CONT’D)

(a)

Joheor Bahru « Klang « Kota Kinabaly + Kuala Lumpur

By Business Segments (Cont'd}

AUDITED
FYE 2010 Trading and
Manufacturing services Others Eliminations Group
RM'0300 RM'000 RM'000 RM'000 RM'000

ASSETS

Segment assets * 36,296 2,165 - - 38,461

Unallocated assets 41,183

Total assets 79,624

LIABILIMES

Segment liabilities * 34,108 261 - - 34,369

Unallocated liabilies 29,823

Total fiablfities 64,192

CTHER

INFORMATICN

Capital expenditure 2,375 - - - 2,375

Depreciation of

property, plant and

equipment 365 - - - 365

(Gain on disposal of

equipment {20) - - - {20)
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1

BOILERMECH GROUP (CONT'D)

6.1.32 SEGMENTAL INFORMATION (CONT’D)

(b) By Geographical Segments
REVENUE Local Overseas Others Eliminations Group
RM'0C0 RM'000 RM'C00 RM'0C0 RM'000
AUDITED
FPE 2011 31,075 29,691 - - 80,766
UNAUDITED
FPE 2310 23,423 22,651 - - 46,074
AUDITED
FPE 2011 Mailaysia Dvarsea Group
RM'000 RM'000 RM'000
Segment assets ¥ 29,162 19,063 48,225
Unallocated assets - - 40,980
29,162 19,063 89,205
Capital expenditure 1,224 - 1.224
AUDITED
FYE 2010 Malaysia Dversea Group
RM'000 RM'000 RM'C00
Segment assets * 23,954 14,508 38,462
Unallecated assets - - 41,162
23,954 14,508 79,624
2,375 - 2,375

Capital expenditure

# - Segment assets comprise tofal cument and non-current assets, less tax refundable.

* - Segment labiliies comprise total current and non-current fiabiiiies, less tax payable and

deferred tax liability.

Johaor Bahru -

Klang *+ Kotz Kinabalu -+
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11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS {CONT’D)
6.1 BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS

The Group’s activities are exposed to a variety of market risks {including foreign currency
risk, interest rate risk and price nsk), credit risk, fiquidity and cash flow risks, and capital
risk management. The Group's overall financial risk management policy focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on

the Group's financial performance.

{a) Financial Risk Management Policies

The Group’s policies in respect of the major areas of treasury activity are as

follows:-
(i) Market Risks

{i) Foreign Currency Risk

The Group is exposed to foreign currency risk on transactions and
balances that are denominated in currencies other than Ringgit
Malaysia. The currency giving rise to this risk is primarily United
States Doltar. Foreign cumency risk is monitored closely on an
ongoing basis to ensure that the net exposure is at an acceptable
fevel. On occasion, the Group enters into forward foreign currency
confracts to hedge against its foreign currency risk.

The Group’s exposure to foreign currency is as follows: -

United
States
Dollar
RM000
AUDITED
FPE 2011

Financial assets

Ringgit
Malaysia Total
RM"000 RM'000

Trade receivables 10,670 28,451 39,121

Other receivables and deposits - 1,604 1,604
Short-term deposifs with a

ficensed bank - 2,000 2,00G

Cash and bank balances 4,545 3,260 7,805

15,215 35,315 50,530
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[ Company No. 897694-T ||

11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1 BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS (CONT'D)

(a) Financial Risk Management Policies {Cont’d)
{i) Market Risks (Cont’d)
(i} Foreign Currency Risk (Cont'd)

Unlted
States Ringgit
Dollar Malaysia Total
RM'000 RM'G00 RM'GQ0

AUDITED
FPE 2011

Financial {iabilities

Trade payables 1,760 14,961 16,721

Other payables and accruals - 3,109 3,109

Hire purchase payables 423 423

Term loan - 4,486 4,486
1,760 22,979 24739

Net financial assets/Currency

exposure 13,455 12,336 25,791

United

States Ringglt
Dollar Malaysia Total
RM'00C RM'G00 RM'000

AUDITED
FYE 2010

Financial assets

Trade receivables 8,354 26,703 33,097
Cther receivables and deposits - 3,126 3,126
Short-term deposits with a
licensed bank - 14,600 14,600
Cash and bank balances 1,849 577 2,426
8,203 44 406 52,600
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[ Company No. 897694-T ||

11, ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)
6.1 BOILERMECH GROUP (CONT'D)
6.1.33 FINANCIAL INSTRUMENTS (CONT'D)
(a) Financial Risk Management Policies (Cont’d)
(i) Market Risks (Cont'd)
(i} Foreign Currency Risk (Cont'd)

United
Statles Ringgit

Dollar Malaysta Total
RM'000 RM'000 RM™000
AUDITED
FYE 2010
Financial liabllities
Trade payables 3.839 12,029 15,868
Other payables and accruals - 814 814
Hire purchase payables 518 518
Tenrm loan - 4,622 4,622
Dividend payable - 8,000 8,000
3.839 25,983 29,822
Net financial assets/Cumrency
exposure 4,364 18,423 22,787

Sensitivity analysis for foreign currency risk

The following table details the sensitivity analysis {o a reascnably
possible change in the foreign currencies as at the end of the

reporting period, with all other variables held constant:-

Effect on
profit after Effecton
taxation equity
RM'000 RM'000
AUDITED
FPE 2011
United States Dollar:
- strengthened 5% 673 673
- weakened 5% (673) 673)
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[ Company No. 897694-T ]

11, ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1 BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS (CONT'D)

(2)

Flnancial Risk Management Policies {Cont’d)

i)

Market Risks (Cont’d)

(i)

Johor Bahru - Klang + Kota Kinabalu

Interest Rate Risk

interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. The Group’s exposure fo interest rate risk arises
mainly from interest-bearing financial assets and liabilities. The
Group’s policy is to obtain the most favourable interest rates
available. Any surplus funds of the Group wili be placed with
licensed financial institutions to generate interest income.

Information relating to the Group’s exposure to the interest rate risk
of the financial liabilities s disclosed in Note 6.1.33(a)(ill} to the
financial statements.

Sensitivity analysis for interest rate risk

The following table details the sensitivity analysis to a reasonably
possible change in the interest rates as at the end of the reporting
peried, with all other variables held constant:-

Effect on
profit after Effecton
taxation equity

RM*000 RM*000

AUDITED

FPE 2011

increase of twenty-five basis points (7) )
Decrease of twenty-five basis points 7 7
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[ Company No. 897694-T ]|

11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.1 BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS (CONT’D)

(a) Financial Risk Management Policies (Cont'd)

(if)

{i} Market Risks (Cont'd)
(i) Equity Price Risk
The Group’s principal exposure to equity price risk arises mainly
from changes in quoted investment prices. The Group manages its
exposure to price risks by maintaining a portfolio of equities with
different risk profies.

Eguity price sensitivity analysis

The foliowing table details the sensitivity analysis to a reasonably
possible change in the prices of the quoted investments as at the
end of the reporting period, with all other variables held constant:-

Effect on
profit after  Effect on
taxation equity
RM’000 RM"000

AUDITED

FPE 2011

Increased of 5% 1 1
Decreased of 5% (1) 1}

Credit RiIsk

The Group's exposure to credit risk, or the risk of counterparties defaulting, arises
mainly from trade and other receivables. The Group manages its exposure to
credit risk by the application of credit approvals, credit limits and monitoring
procedures o an ongoing basis. For other financial assets (including quoted
investments, cash and bank balances and derivatives), the Group minimises
credit risk by dealing exclusively with high credit rating counterparties.
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[ Company No. 897694-T ]|

11, ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS {CONT’'D}

6.1  BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS (CONT'D)

(a)

Financial Risk Management Palicies {Cont'd)

(i)

Johor Bahru + Kiang + Kota Kinabalu + Kuata Lumpur + Kuching « Labuan

Credit Risk(Cont'd)

The Group establishes an allowance for impairment that represents its
estimate of incurred losses in respect of the trade and other receivables as
appropriate. The main components of this allowance are a specific loss
component that relates to individually significant exposures, and a
collective loss component established for groups of similar assets in
respect of losses that have been incurred but not yet identified. Impairment
is estimated by management based on prior experience and the current
gconomic environment

The Group does not have any major concentration of credit risk related to
any individual customer or counterparty.

Exposure to credit rigk

As the Group daes not hold any collateral, the maximum exposure to credit
risk is represented by the carrying amount of the financiat assets as at the

end of the reporting period.

The exposure of credit risk for trade receivables (including amount owing
by subsidiaries) by geographical region is as follows:-

Audited Audited
FPE 2011 FYE 2010

RM'00G RM'000
Overseas 13,040 12,814
Malaysia 26,081 20,243
39,121 33,057
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[ Company No. 897694-T ]

11, ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)
6.1 BOILERMECH GROUP (CDNT'D)
6.1.33 FINANCIAL INSTRUMENTS (CONT'D)
(a) Financial Risk Management Policies (Cont'd)
(i)  Credit Risk (Cont'd)

The ageing analysis of the Group’s trade receivables as at 31 December
2010 is as follows:-

Gross Individual Collective  Carrylng
amount impairment impairment amount
RM'C00 RM'000 RM'G00 RM'000

AUDITED

FPE 2011

Not past due 24,009 - - 24,000

Past due 0 - 30 days 3,537 - - 3,537

Past due more than 30

days 13,935 (2,360) - 11,575
41,481 {2,360) - 38,121

AUDITED

FYE 2010

Not past due 24,945 - - 24,945

Past due 0 - 30 days 1,848 - - 1,848

Past due mare than 30

days 8,453 (2,189) - 6,264
35,246 (2,189) - 33,057

Trade receivables that are neither past due nor impaired
A significant portion of trade receivables that are neither past due nor

impaired are regular customers that have been transacting with the
Company. The Company uses ageing analysis to monitor the credit quality
of the frade receivables

Trade receivables that are past due but net impaired

The Company believes that no impaiment allowance is necessary in
respect of these trade receivables other than approximately RM2.4 million
provided. They are substantially companies with good collection record
and no recent history of default.
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[ Company No. 897694-T ]|

11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONTD)

6.1 BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS (CONT’D}

(b)

Capital Risk Management

The Group manages its capital to ensure that entities within the Group will be able
to maintain an optimal capital structure so as to support their businesses and
rmaximise shareholders value. To achieve this objective, the Group may make
adjustments fo the capital structure in view of changes in economic conditions,
such as adjusting the amount of dividend payment, returning of capital to
shareholders or issuing new shares.

The Group manages its capital based on debi-to-equity ratio. The Group's
strategies were unchanged from the previous financial year. The debt-to-equity
ratio is calculated as net debt divided by total equity. Net debt is calculated as
borrowings plus frade and other payables less cash and cash equivalents.

The debt-to-equity ratio of the Group as at the end of the reporting period was as
follows:-

AUDITED AUDITED
FYE 2010 FPE 2011
RM'000 RM’000
Hire purchase payables 518 423
Termn 1cans 4,622 4,486
Trade payables 15,868 16,721
QOther payables and accruals 814 3,109
Dividend payable 8,000 -
29,822 24,739
{ ess: Short-term deposits with a
licensed bank {14,000) (2,000)
Less: Cash and bank batances {2,426) {7,804)
Net debt 13,396 14,935
Total equity 12,991 24,567
Pebt-to-equity ratio 1.03 0.61
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[ Company No. 897694-T ]|

11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D})

6.1 BOILERMECH GROUP (CONT'D)

6.1.33 FINANCIAL INSTRUMENTS (CONT'D)

(b)

()

Capital Risk Management {Cont’d}

The primary objective of the Group's capital management is to safeguard the
entity’s ability to continue as a going concem, so that it can confinue fo provide
refurns for shareholders and benefits for other stakeholders, and to provide an
adequate retum to shareholders by pricing products and services to commensurate
with the level of risk. The management sets the amount of capital in proportion to
risk. There were no changes in the approach to capital management during the
financial periodfyear. The management manages the capital structure and makes
adjustments to it where necessary or possible in the light of changes in economic
conditions and the risk characteristics of the underlying assets. In order to maintain
or adjust the capital sfructure, the management may adjust the amount of
dividends paid to shareholders, retum capital to shareholders, issue new shares, or
sell assets fo reduce debis.

Classification Of Financial Instruments

AUDITED AUDITED
FYE 2010 FPE 2011
RM'000 RM'000
Financial assets
Awailable-for-sale financial assets
OCther investment, at fair value 50 23
Loans and receivables financial assets
Trade receivables 33,057 39,121
QOther receivables and deposits 3,126 1,604
Short-term deposits with a licensed bank 14,000 2,000
Cash and bank balances 2,426 7.805
52,609 50,530
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[ Company No. 897694-T ]|

11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.1 BOILERMECH GROUP (CONT'D)
6.1.33 FINANCIAL INSTRUMENTS (CONTD)

{c) Classification Of Financial instruments (Cont’d}

AUDITED AUDITED
FYE 2010 FPE 2011
RM'000 RM'000
Financial liabllities
QOther financial liabilities
Hire purchase payables 518 423
Term loans 4,622 4,486
Trade payables 15,868 16,721
Other payables and accruals 814 3,109
Dividend payable 8,000 -
29,822 24,739

{(d} Fair Value Estimation

All financial instruments are camied at amounts not materially different from their fair
values as at 31 October 2010 and 30 April 2010.

Fair value estimates are made at a specific point in time and based on relevant
market information and information about the financial instruments. These estimates
are subjective in nature, involve uncertainties and matters of significant judgement
and therefore cannot be determined with precision. Changes in assumptions couid

significantly affect the estimates.
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[ Company No. 897694-T ]|

11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.1 BOILERMECH GROUP (CONT'D})

6.1.33 FINANCIAL INSTRUMENTS (CONTD)

(e) Fair Values Of Financial Instruments

The carrying amounts of the financial assets and financial liabilities reported in the
financial statements approximated their fair values.

The following summarises the methods used to determine the fair values of the
financial instruments:-

(i) The financial assets and financial liabilites maturing within the next 12 months
approximated their fair vaiues due to the relatively short-term maturity of the
financial instruments.

(ii) The fair value of quoted investments is estimated based on their quoted
market prices as at the end of the reporting period.

(i)  The carrying amounts of the term loans approximated their fair values as
these instruments bear interest at variable rates.
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[ Company No. 897694-T |

11. ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.2 BOILERMECHSDN BHD
6.2.1 STATEMENTS OF COMPREHENSIVE INCOME OF THE BOILERMECH SDN BHD

FYE 2008 FYE 2009 FYE 2010

Note RM'000 RM'000 RM'000
Revenue 6.2.5 42,987 59,991 98,783
Cost of sales {36,866} {52,744) (77,497)
Gross profit ("GP"} 6,121 7,247 21,286
Other income 17 854 168
6,238 8,101 21,454
Selling and marketing expenses {351) {531} (827)
Administrative expenses (1,578) {1,483) (2,3671)
Other expenses (399) (372) {3,865}
Finance costs {5) (47) {299)
Profit before taxation ("PBT") 3,905 5,668 14,096
Depreciation 160 346 957
Interest expense 5] Y 289
Interest income {115} (284) (24)
Eamings before interest, amoertisation,
depreciation and taxation 3,955 5777 15,328
Depreciation (160) {348) {957)
Interest expense {5 (47) (299}
Interest income 115 284 24
PBT 6.2.6 3,905 5,668 14,096
Income tax expense 6.2.7 (1,051) {1,490) (1,756)
Profit after taxation ("PAT"} 2,854 4,178 12,340
GP margin (%) 14.2% 12.1% 21.5%
PBT margin (%) 9.1% 9.4% 14.3%
PAT margin (%) 6.6% 7.0% 12.5%
Effectiva tax rate (%)} 26.9% 26.3% 12.5%
interest coverage (times} 7820 121.6 48.1
Number of shares (RM 1 eachj{'000) 500 500 500
Gross eamning per share ("EFPS"NRM} 7.81 11.34 28.19
Net EPS (RM) 571 8.36 24.68
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11,

ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6.
6.2

6.2.2

AUDITED FINANCIAL STATEMENTS {CONT D)

BOILERMECH SDN BHD {CONT D)

STATEMENTS OF FINANCIAL POSITION OF THE BOILERMECH SDN BHD

NON-CURRENT ASSETS
Property, plant and equipment
Other investment

CURRENT ASSETS

Invertones

Amount owing by contract customers
Trade receivables

Other receivables, deposits and
prepayments

Short-term deposits with a flicensed
bank

Fixed deposits with a licensed bank
Cash and bark balances

TOTAL ASSETS

Offices in Malaysia:
Johor Bahru + Klang + Kota Kinabalu + Kuala Lumpur « Kuching + Labuan -

Note

6.2.8
6.29

6.2.10
6.2.11
6.2.12

6.2.13
6.2.14
6.2.15

241

FYE 2008 FYE 2009 FYE 2010

RM'000 RM'000 RM'000
562 8,888 12,143
50 50 50
612 8,938 12,193
4,621 13,545 9,418
1,417 6,897 5404
17,275 15,651 33,057
507 560 3,126
- 1.771 14,004

4,681 - -
1,191 9,773 2,426
29,692 48,197 87,431
30,304 57,135 79,624
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11, ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS {(CONT’D)
6.2 BOILERMECH SDN BHD (CONT’D)
6.2.2 STATEMENTS OF FINANCIAL POSITION OF THE BOILERMECH SDN BHD (CONT'D)

FYE 2008 FYE 2009 FYE 2010

Note RM'000 RM'000 RM'000

EQUITY AND LIABILITIES
EQUITY
Share capital 6.2.16 500 500 500
Retained profits . 6.2.17 4,973 9,151 12,491
TOTAL EQUITY 5,473 9,651 12,991
NON-CURRENT LIABILITY
Long-term borrowings 6.2.18 110 4,622 4,674
CURRENT LIABILITIES
Amount owing to contract customers 6.2.11 14,018 22,819 34,370
Trade payables 6.2.21 9,371 17,074 15,868
Other payables and accruals 44 370 814
Short-term borrowings 6.2.22 56 393 466
Dividend payable - - 8.000
Current tax liabilities 1,232 2,206 2,441

24,721 42,862 61,959
TOTAL LIABILITIES 24,831 47,484 66,633
TOTAL EQUITY AND LIABILITIES 30,304 57,135 79,624
Number of shares (RM 1 each) {000) 500 500 500
Net tangible assets ("NTA") 5473 9,651 12,991
Trade raceivables tumover ratio {days) 147 a5 122
Trade payables turnover ratio (days) a3 118 75
Gearing ratio {times} 0.03 0.52 0.41
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11,

ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

6.
6.2
6.2.3

AUDITED FINANCIAL STATEMENTS (CDNT'D})

BOILERMECH SDN BHD (CONT'D})

STATEMENTS OF CASH FLOWS OF THE BOILERMECH SDN BHD

FYE 2008 FYE 2009 FYE 2010
Note RM’0G0 RM'000 RM'000
CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before taxation 3,905 5,668 14,096
Adjustments for:-
Ailowance for doubtful debis - - 2,189
Depreciation of property, plant and
equipment 160 346 957
Interest expense 5 47 299
Inventories written off - 124 -
Plant and equipment written off - 72 -
Unrealised loss on foreign exchange - - 216
Dividend income {3 (3} (1)
Gain on disposa!l of equipment - - (87}
Interest income (115) (284) (24)
Wiiteback of inventories - - (71}
Operating profit before working capital
changes 3,952 5,970 17.574
(Increase)Decrease in amount owing by
contract customers (265) (5,480) 1,493
(Increase)¥Decrease in inventories (4,328) {9,048) 4,198
(Increasa)yDecrease in trade and cther
receivables (11,897) 1,571 {22,454)
Increase/(Decrease) in trade and other
payables 3,980 8,029 {5670}
Incraase in amount owing to contract
customers 8,879 8,801 11,551
CASH FROM OCPERATIONS 321 9,843 11,792
Interest paid (5) (47) {299)
Income tax paid (361) (516} (1,521)
NET CASH (FORYFROM QPERATING
ACTIVITIES/BALANCE CARRIED FORWARD (45) 8,280 9,972
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11,
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6.
6.2

6.2.3

AUDITED FINANCIAL STATEMENTS (CONT'D)
BOILERMECH SDN BHD (CONT'D)

STATEMENTS OF CASH FLOWS OF THE BOILERMECH SDN BHD (CONT'D)

FYE 2008 FYE 2009 FYE 2010
Note RM'Q00 RM*000 RM'00C

BALANCE BROUGHT FORWARD (45) 9,280 9,972
CASH FLOWS FOR INVESTING
ACTIVITIES
Proceeds from disposal of equipment - - 432
Purchase of property, plant and equipment  6.2.23 {(171) (1,904} (4,047)
Purchase of leasehold land - {6,805) -
Purchase of ather investment (50) - -
Dividend received 3 3 1
Interest received 115 284 24
NET CASH FOR INVESTING
ACTIVITIES (103) (8,422} {3,590)
CASH FLOWS (FORYFROM
FINANCING ACTIVITIES
Brawdown of term loan - 5,000 -
Repayment of term loan - {122) (256)
Repayment of hire purchase obligations (43) {64) (129)
Dividend patd - - {1,000}
NET CASH (FORYFROM FINANCING
ACTIVITIES (43) 4,814 {1,385)
Effect of foreign exchange rate changes on
cash and cash equivalenis - - (115)
NET (DECREASEYINCREASE iN
CASH AND CASH EQUIVALENTS (191) 5,672 4,882
CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE FINANCIAL YEAR 6,063 5,872 11,544
CASH AND CASH EQUIVALENTS AT
END OF THE FINANCIAL YEAR 6.2.24 5,872 11,544 16,426
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6. AUDITED FINANCIAL STATEMENTS (CONT’D)
6.2 BOILERMECH SDN BHD (CONT'D)

6.2.4 STATEMENTS OF CHANGES IN EQUITY OF THE BOILERMECH.SDN BHD

Share Retained
Capital Profits Total
Note RM'000 RM'000 RM'000

Balance at 1.5.2007 500 2,119 2,618
Profit after taxation for the financial year - 2,854 2,854
Balance at 30.4.2008/1.5.2008 500 4,973 5,473
Profit after taxation for the financial year - 4,178 4,178
Balance at 30.4.2049/1.5.2009 500 9,151 9,651
Profit after taxation for the financial year - 12,340 12,340
Dividends 7 - {9.000) {9.600)
Balance at 30.4.2010 500 12,491 12,991
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AUDITED FINANCIAL STATEMENTS (CONT'D)

6.
6.2
6.2.5

6.2.6

BOILERMECH SDN BHD (CONT'D)

REVENUE

Senices and trading

Contracis

PROFIT BEFORE TAXATION

Profit before taxation is amived at after charging/

(crediting):-

Allowance for doubtful debts

Audit fee;
- statutory

- non-statutory

Depreciation of property, plant and equipment

Directors' fee

Directors' non-feg emoluments
Interest expense:

- advances from shareholders
- bank overdraft

- hire purchase
- letter of credit

-term loan

Plant and equipment written off
Loss/Gain} on foreign exchange:

- realised
- unreglised

Rental expense:

- forklifts

- motor vehicles

- office

- plant and machinery

Staff costs

Dividend income
Gain on disposal of equipment
Interest income

Inventories wiitten offf{written back)

Johor Bahru =

Klang * Kota Kinabalu *

Offlces in Malaysia:

Kuala Lurmpur =
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FYE 2008 FYE 2009 FYE 2010
RM'000 RM"G00 RM'000
4,026 4,795 4,144
38,961 55,196 94,639
42,987 59,991 98,783
FYE 2008 FYE 2609 FYE 201¢
RM'0GO RM'000 RM'C0O0
= - 2,189
12 16 18
- - 18
160 346 957
12 12 28
506 o972 943
- 33 -
- 5 _
5 8 21
- - 59
- 1 219
- 72 -
239 (567) 278
- - 216
- 45 53
5 16 32
49 8 -
36 - -
1,473 1,993 2,423
3 ) 0.
- - 87)
{115) (284) (24)
- 124 (71}
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6.
6.2

6.2.6

6.2.7

AUDITED FINANCIAL STATEMENTS (CONT'D)
BOILERMECH SDN BHD {CONT'D)
PROFIT BEFORE TAXATION {(CONT’D)

The estimated monetary value of non-cash benefits provided to certain directors of BSB
are as follows:-

FYE 2008 FYE 2009 FYE 2010
RM'000 RM'000 RM'000

Benefits-in-kind 4 4 14

INCOME TAX EXPENSE
FYE 2008 FYE 2009 FYE 2010
KRM'000 RM'000 RM'000
Current taxation:
- for the financial year 1,024 1,490 2,739
- undet/{over)provision in the previous financiaf year 27 - (983)
1,051 1,490 1,756

The statutory tax rate was reduced from 27% to 26% for year of assessment 2008, and to
25% for years of assessment 2009 and 2010, as announced in the Malaysian Budget
2007 and 2008, respectively.

The corporate tax rate on the first RM500,000 of chargeable income is 20%. The tax rate
appiicable to the balance of the chargeable income is as follows:-

FYE 2008 FYE 2009 FYE 2010

Statutory tax rate 26% 25% 25%
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»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)
6.2 BOILERMECH SDN BHD {CONT'D)
6.2.7 INCOME TAX EXPENSE (CONT'D)

A reconciliation of income tax expense appiicable to the profit before taxation at the statutory
tax rate to income tax expense at the effective tax rate of BSB is as follows:-

FYE 2008 FYE 2009 FYE 2010

RM000 RM'000 RM'000
Profit before faxation 3.905 5,668 14,098
Tax at the applicable statutory tax rates 1,015 1,417 3,624
Tax effects of:-
Naon-taxabte gain - - {19)
Non-deductible expenses 75 147 407
Effective of tax incentive - - (1,345)
Utilisation of prevously unrecognised deferred tax
assets {36) (49) -
Deferred tax assets not recognised during the
financial year - - 197
Under/{Over)provsion in the presous financial year:
- current taxation 27 - {983)
Differential in tax rate (30) (25} {25)

1,051 1,490 1,756

No deferred tax assets are recognised on the foilowings items:-

FYE 2008 FYE 2009 FYE 2010

RM'000 RM'000 RM'000

Deferred tax assets:-
Receivables - - 547
Unrealised foreign exchange loss - - 54

- - 601
Beferred tax liability:-
Accelerated capital allowances - - {404)

- - 197
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6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.2 BOILERMECH SDN BHD (CONT’D)

6.2.8

Net Book Value

Computers

Fumiture, fittings and
office equipment
Machinery

Motor wehicles
Renovation

Net Book Value

Leasehold land
Building

Computers

Fumiture, fittings and
office equipment
Machinery

Mator wehicles
Renovation

Net Book Value

L easehold land
Building

Computers

Fumiture, fittings and
office equipment
Machinery

Motor wehicles

Capital work-in-progress

Johor Bahru + Klang « Kota Kinabalu

PROPERTY, PLANT AND EQUIPMENT

At Depreciation At
1.5.2007  Additions charge 30.4.2008
RM'C00 RM'000 RM'000 RM'Q0O
103 4 (30) 77
81 1 (10) 72
63 - (16) 47
198 2 97) 32
51 - 7) 44
496 226 (160) 562
At Depreciation At
1.5.2008 Additions Whntten OF charge 30.4.2009
RM'C00 RM'000 RM'C00 RM'000 RM'000
- 6,805 - (113) 6,692
- 1,800 - (60) 1,740
77 41 (1) (38) 79
72 46 (27 (11) 80
47 - - (16} 3
322 52 - {108) 266
44 - (44) - -
562 8,744 {72) (346) 8,888
At Depreciation
1.5.2009 Additions  Disposal charge At 30.4.2010
RM'000 RM'C00 RM'000 RM'000 RM'000
6,692 - - (113) 6,579
1,740 - - {60} 1,680
79 26 - (43) 62
80 148 - (35) 193
31 1,482 - (312) 1,201
266 1,605 {(345) (394) 1,032
- 1,396 - - 1,396
8,888 4,557 (345) (957} 12,143

Offices In Malaysia:
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11. ACCOUNTANTS’ REPORT (Cont’d)
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6. AUDITED FINANCIAL STATEMENTS {CONT'D)

6.2 BOILERMECH SDN BHD (CONT’D)

6.2.8

PROPERTY, PLLANT AND EQUIPMENT (CONT'D)}

Accumulated Net Book
At Cost depreciation Value
RM000 RM0G00 RM'00G
At 30.4.2008
Computers 151 {74) 77
Fumiture, fittings and office equipment 100 {28) 72
Machinery 79 (32) 47
Motor wvehicles 487 (165) 322
Renovation 63 (19) 44
880 (318) 562
Accumulated Net Book
At Cost depreciation Value
RM'000 RM'000 RM'000
At 30.4.2008
{ easehold land £.805 (113) 6,692
Building 1,800 (60) 1,740
Computers 190 {(111) 79
Fumiture, fittings and office equipment 108 (28) 80
Machinery 79 (48) 31
Motor wehicles 539 {273) 266
8,521 (633) 8,888
Accumulated Net Book
At Cost depreciation Value
RM'000 RM000 RM'0C0
At 30.4.2010
| easehoid land 6,805 {226) 6,579
Building 1,800 (120} 1,680
Computers 215 (153) 62
Fumiture, fittings and office equipment 256 (63) 193
Machinery 1,561 (360) 1,201
Motor wehicles 1,558 {5286) 1,032
Capital work-n-progress 1,396 - 1,396
13,591 {1,448) 12,143
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11. ACCOUNTANTS’ REPORT (Cont'd)

N

6.
6.2

6.2.8

6.2.9

6.2.10

Crowe Horwath.

AUDITED FINANCIAL STATEMENTS (CONT'D)

BOILERMECH SON BHD (CONT’D)

PROPERTY, PLANT AND EQUIPMENT (CONT’D)

The leasehold land and building of BSB have been pledged as security for banking

facilities.

At the end of the reporting period, the motor vehicles with the following net book value

were acqdired under hire purchase terms:-

Motor vehicles

OTHER INVESTMENT

Quoted shares, at cost:-
At 1 May

Addition

At 30 Aprl

Market value of quoted .investment in Malaysia

INVENTORIES

Raw matetials, at cost

None of the inventories is stated at net realisabie value.

Offices in Malaysia:

Johor Bahry + Klang * Kota Kinabalu + Kuala Lumpur + Kuching - Labuan Melaka
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FYE 2008 FYE 2009 FYE 2010
RM'060 RM'000 RM'000
2M 175 783
FYE 2008 FYE 2009 FYE 2010
RM"000 RM'000 RM'000
- 50 50
50 - -
50 50 50
40 30 29
FYE 2068 FYE 2009 FYE 2010
RM'600 RM'0CC RM'000
4,621 13,545 9,418
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N

6.
6.2

6.2.11

6.2.12

Crowe Horwath.

AUDITED FINANCIAL STATEMENTS (CONT'D)

BOILERMECH SON BHD (CONT'D)

AMOUNTS OWING BY/{TO) CONTRACT CUSTOMERS
FYE 2008 FYE 2009 FYE 2010
RM'000 RM"000 RM'000
Costs incurred on confracts to date 19,689 44 979 80,821
Attributable profits 2,531 4,726 14,927
22,220 49,705 95,748
Progress billings (34,821) {65,627) {124,714)
{12,601) {15,922) {28,966)
The amounts owing comprise the following:-
Amount owing by contract custorners 1,417 6,897 5,404
Amount owing to contract customers {14,018} {22,819) {24,370}
{12,601) {15,922) {28,966)

TRADE RECEIVABLES
FYE 2008 FYE 2009 FYE 2010
RM'000 RM"000 RM'000
Trade receivables 15,744 13,503 32,522
Retention receivables 1,521 2,148 2,724
17,275 15,651 35,246
Less; Allowance for doubtful debts - - {2,189)
17,275 15,651 33,057
Allowance for doubtful debts;-
At 1 May - - -
Charge for the financial year - - {2,189)
At 30 April - - (2,183

BSB's nomal trade credit terms range from 30 fo 90 days. Other credit temms are
assessed and approved on a case-by-case basis.
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11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)
6.2 BOILERMECH SDN BHD (CONT'D)
6.2.12 TRADE RECEIVABLES (CONT’D)

The foreign currency exposure profile of the trade receivables is as follows:-

FYE 2008 FYE 2009 FYE 2010
RM000 RM'000 RM'000

United States Doltar 434 2,976 6,354

6.2.13 SHORT-TERM DEPDSITS WITH A LICENSED BANK

The effective interest rate per annum and maturity periods of the short-term deposits at the
end of the reporting period is as follows:-

FYE 2008 FYE 2009 FYE 2010

Effective inferest rate - 0.01% 1.36%

Maturity period - 1day 14-231days

The foreign currency exposure profile of the short-term deposit is as follows:-

FYE 2008 FYE 2009 FYE 2010
RM'G00 RM'000 RM"000

United States Dollar - 1,771 -

6.2.14 FIXED DEPOSITS WITH A LICENSED BANK

The effective interest rate per annum and maturity periods of the fixed deposits at the end of
the reporting period is as follows:-

FYE 2008 FYE 2009 FYE 2010

Effective interest rate 3.27% - -

Maturity pertod 1 - 15 months - -
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6.

6.2

AUDITED FINANCIAL STATEMENTS (CONT'D}

BOILERMECH SDN BHD (CONT’D}

6.2.15 CASH AND BANK BALANCES

The foreign currency exposure profile of the cash and bank balances is as follows:-

FYE 2008 FYE 2009 FYE 2010
RM'000 RM'000 RM'000

United States Doilar 39 5,632 1,849

6.2.16 SHARE CAPITAL

FYE 2008 FYE 2009 FYE 2010 FYE 2008 FYE 2009 FYE 2010

Number Of Shares {"000} RM’'000 RM'000 RM'000
Ordinary Shares of RM1 Each:-
Authorised 500 500 500 500 500 500
issued And Fully Paid-Up 500 500G 500 500 500 500

6.2.17 RETAINED PROFITS

Subject to the agreement of the tax authorities, at the end of the reporting period, BSB has
fax-exempt income available for the purpose of paying tax-exempt dividends and tax
credits under Section 108 of the Income Tax Act, 1967 to frank the payment of dividends
out of its retained profils approximately as follows:-

FYE 2008 FYE 2009 FYE 2010

RM'000 RM'000 RM'00G
Tax-axempt income - 3,853 9,232
Tax credit under Section 108 609 642 -

BSB has elected for the imevocable option for the single tier tax system during the FYE
2010. Therefore, BSB will be able to distribute dividends out of its entire retained profits
under the single tier tax system.
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11. ACCOUNTANTS’ REPORT (Cont'd)

N

6.
6.2

6.2.18

6.2.19

Crowe Horwath.

AUDITED FINANCIAL STATEMENTS {CONT’D)

BOILERMECH SDN BHD {CONT' D}

LONG-TERM BORROWINGS

Hire purchase payables (Note 6.2.19)
Terr loan (Note 6.2.20)

HIRE PURCHASE PAYABLES

Minimum hire purchase payments:
- not later than one year
- later than one year but not later than five years

Less: Future finance charges

Present value of hire purchase payables

The net hire purchase payables are repayables as
follows:-

MNon-current (Note 6.2,18);
- later than one year but not later than five years

Current (Note 6.2.22):
- not later than one year

FYE 2008 FYE 2009 FYE 2010
RM'000 RM'000 RM'000
110 73 334
- 4,549 4,340
110 4,622 4,674
FYE 2008 FYE 2009 FYE 2010
RM'000 RM'000 RM’000
63 73 206
124 82 375
187 155 581
(21) (18) (63)
166 137 518
110 73 334
56 64 184
166 137 518

The weighted average effective interest rate per annum for the hire purchase payables is

as follows:-
FYE 2008 FYE 2009 FYE 2010
Effective interest rate 5.98% 6.23% 5.51%
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6.
6.2

6.2.20

AUDITED FINANCIAL STATEMENTS (CONT'D)

BOILERMECH SDN BHD (CONT'D)

TERM LOAN
FYE 2008 FYE 2009 FYE 2010
RM'000 RM'000 RM'000
Non-current (Note 6.2.18):
- repayable between one to fwo years - 285 289
- repayable between two to five years - 921 953
- repayable after five years - 3,343 3,008
- 4,549 4,340
Current (Note 6.2.22):
- repayable within one year - 329 282
- 4,878 4,622

The term loan is repayable in 180 monthly instalments of RM40,722 commencing on
February 2009,

The outstanding term loan at the end of the reporling period is subjected to an effective
interest rate per annum as follows:-

FYE 2008 FYE 2008 FYE 2010

Effective interest rate - 3.05% 4. 30%

The term loan is secured by:-
(a) a first legal charge over a leasehold land and building of BSB;
(b) fixed and floating charges over the assets of BSB, both present and future; and

{c) a joint and several guarantee of the directors of BSB.
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11. ACCOUNTANTS’ REPORT (Cont'd)

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)

6.2 BOILERMECH SDN BHD (CONT'D)

6.2.21 TRADE PAYABLES
The normal trade credit terms granted to BSB ranged from 30 to 90 days.

The foreign currency exposure profile of the trade payables is as follows:-

FYE 2008 FYE 2009 FYE 2010
RM'000 RM"000 RM"000

Indonesian Rupiah 21
United States Dollar 129 4,127 3,839

6.2.22 SHORT-TERM BORROWINGS
FYE 2008 FYE 2002 FYE 2010

RM*'000 RM'000 RM'000
Hire purchase payables (Nofe 6.2.19) 56 64 184
Term loan {Note 6.2.20) - 328 282
£6 393 466

6.2.23 PURCHASE OF PROPERTY, PLANT AND EQUIPMENT
EYE 2008 FYE 2009 FYE 2010

RM*'000 RM'000 RM'000
Cost of property, plant and equipment purchased 226 1,939 4,557
Amount financed through hire purchase (55) {35) {510)
Cash disbursed for purchase of property, plant and
equipment 171 1,904 4,047
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11, ACCOUNTANTS’ REPORT (Cont’d}

»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT’D)
6.2 BOILERMECH SDN BHD {CONT'D)
6.2.24 CASH AND CASH EQUIVALENTS

Short-term deposits with a licensed bank
Fixed deposits with a licensed bank

Cash and bank balances

6.2.25 CAPITAL COMMITMENT

FYE 2008 FYE 2009 FYE 2010

RM'000 RM"000 RM'000
- 1,711 14,000

4,681 - -
1,191 8,773 2,426
5,872 11,544 16,426

Authorised capital expenditure not provided for in the financial statements:-

Capital work-in-progress:
- contracted but no provided for

6.2.26 FOREIGN EXCHANGE RATES

FYE 2008 FYE 2009 FYE 2010
RM‘000 RM'000 RM’000

- 371

The applicable closing foreign exchange rates used {(expressed on the basis of one unit of
foreign currency to RM equivalent) for the translation of foreign currency balances at the

end of the reporting perod are as follows:-

100 Indonesian Rupiah
United States Dollar

Johor Bahru » Klang + Kota Kinabalu »

FYE 2008 FYE 200¢ FYE 2010
RM RM RM

0.03 - -
3.16 3.56 319

Offices In Malaysia:
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»\ Crowe Horwath.

6. AUDITED FINANCIAL STATEMENTS (CONT'D)

6.2 BOILERMECH SDN BHD (CONT'D)

6.2.27 SIGNIFICANT RELATED PARTY TRANSACTIONS

(a)

(b)

ldentities of related parties

For the purposes of these financial statements, parties are considerad to be related
to BSB if a group or a company has the ability, directly or indirectly, to control the

- party or exercise significant influence over the party in making financial and

operating decisions, or vice versa, or where BSB and party are subject to common
control or common significant influence. Related parties may be individuals or other
entities.

Key manhagement personnel are defined as those persons having authority and

responsibility for planning, directing and controlling the activites of BSB either
directly or indirectly. The key management personnel are the Directors of BSB.

During the financial year, BSB carried ouf the following transactions with the
related parties during the financial years:-

FYE 2008 FYE 2009 FYE 2010

RM'000 RM'000 RM'000
Provision of fabrication works by former
shareholder 5,152 - -
Purchase of equipment from a company in which
a director has a substantial financial interest - 315 394

FYE 2008 FYE 2009 FYE 2010

RM'000 RM'000 RM'0G0
Directors’ of the Company:

- fee 12 12 28
- remuneration 452 511 842
- benefit-in-kind 4 4 14
468 527 884

- contribution fo Employees’ Provdent Fund
("EPF™} 54 61 101
522 588 985
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N

6.
6.2

6.2,28

Crowe Horwath.

AUDITED FINANCIAL STATEMENTS (CONT'D)

BOILERMECH SDN BHD {CONT’D)

FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which the financial instrument could be exchanged in a
current fransaction between knowledgeable willing parties in an arm’s length transaction,

other than it a forced sale or liquidation.

The following methods and assumptions are used to estimate the fair value of each class of
financial instruments:

(a) Quoted Investments

The fair values of quoted investments are estimated based on quoted market prices
for these instruments.

(b) f.ong-Term Bank Loan

The carrying amounts approximated their fair values as this instrument bears
interest at variable rates.

{(c) Hire Purchase Obligations

The fair value of hire purchase payables is determined by discounting the refevant
cash flows using current interest rates for similar types of instruments,

{d) Cash And Cash Equivalents And Gther Short-Term Receivables/Payables
The carrying amounts approximated their fair values due to the relatively short-term

maturity of these instruments.

DIVIDENDS FOR THE RELEVANT FINANCIAL PERIOD FOR BSB

FYE 2008 FYE 2009 FYE 2010

RM'000 RM'G00 RM'000

Paid:-
In respect of the financial year ended 30 Apiil 2010:
- Interim tax-exempt dividend of 200% per ordinary

share - - 1,000
Payable:-
In respect of the financial year ended 30 April 2010:
- Interim tax-exempt dividend of 1,600% per ordinary

share - - 8,000

- - 9,000
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11, ACCOUNTANTS’ REPORT (Cont’d)

»\ Crowe Horwath.

8. SUBSEQUENT EVENTS
There were no significant subsequent events between the date of the latest financial

statements used in the preparation of this report and the date of this report which will
affect materially the contents of this report.

9. AUDITED FINANCIAL STATEMENTS
As at the date of this report, no audited financial statements have been prepared in

respect of the financial period subsequent to 31 October 2010 for Boilermech and its
subsidiary.

Yours faithfully

Lome. el =g

Crowe Horwath James Chan Kuan Chee
Firm No : AF 1018 Approval No : 2271/10/11 (J}
Chartered Accountants Chartered Accountant
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APPENDIX T

Crowe Horwath 4r 1018
Chartersd Accountants
Member Crowe Horwath Internationat

Kuala Lumpur Offica

Level 16 Tower G, Megan Avenue I
12 Jalan Yap Kwan Sang

50450 Kuala Lumpur, Malaysia
Main +6 03 2166 0000

INDEPENDENT AUDITORS’ REPORT TO THE BOARD OF DIRECTORS F@ +6 03 2188 1000

www.crowahorwath com.my

BOILE RM ECH SDN BH D. info@crowehorwath_com.my

{Incorporated in Malaysia)
Company No: 58098 - U

Report on the Financlal Statements

We have audited the financial statements of Boilermech Sdn. Bhd., which comprise the balance
sheets as at 30 April 2008 and 2009, and the income statements, statements of changes in
equity and cash flow statements of the Company for the following financial years then ended:

i} 30 April 2008
i) 30 April 2009

(the above is hereinafter referred to as “the Relevant Financial Years”)

and a summary of significant accounting policies and other explanatory notes, as set out on
pages 4 to 36.

Directors' Responsibility for the Financial Statements

The directors of the Company are responsible for the preparation and fair presentation of these
financial statements in accordance with Financial Reporting Standards in Malaysia. This
responsibility includes designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error, selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibifity

It is our responsibility to form an independent opinion, based on our audit, on the financial
statements and to report our opinion fo you, as a body, and for no other purpose. We do not
assume responsibility to any other person for the content of this report.

We conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material

misstatement.

Page 2
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
BOILERMECH SDN. BHD. (CONT'D)

{Incorporated in Malaysia)
Company No: 58098 - U

Auditors’ Responsibility (Cont'd}

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessment of risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we considar intemal control relevant to
tha Company's preparation and fair presentation of the financial statements in order {o design
audit procedures that are appropniate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control. An audit also includes
avaluating the appropriatenass of accounting policies used and the reasonableness of
accounting astimates made by the directors, as well as evaluating the overall presentation of the
financial statements.

Wa balieva that the audit evidence we have obtained is sufficient and appropriate fo provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with
Financial Raporting Standards in Malaysia s0 as to give a true and fair view of the financiat
position of the Compeny as of 30 April 2008 and 2008, and of its financial performance and cash
fiows for the Relevant Financial Years then ended. _

Coroe Bountl,

Crowe Horwath
Firm No: AF 1018
Chartered Accountants

Kuala Lumpur
3 SEP 2040
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%_ mee Horwathm Crowe Horwath 4rF 1018

Chertersd Accountznts
Member Crowe Horwath International

Kuala Lumpur Office

Level 16 Tower C, Megan Avenue ||
12 Jalan Yap Kwan Seng

50450 Kuala Lumpur, Malaysia
Main +6 03 2166 0000

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF Fax +603 2166 1000 .
BOILERMECH SDN. BHD. nfo@ormahamah

{Incorporated in Malaysia)
Company No.: 58098 - 1J

Report on the Financial Statements

We have audited the financial statements of Boitermech Sdn. Bhd., which comprise the balance
sheet as at 30 April 2010, and the income statement, statement of changes in equity and cash
flow statement for the financial year then ended, and a summary of significant accounting
policies and other explanatory notes, as sef out on pages 9 to 45.

Directors’ Responsibifity for the Financial Statements

The directors of the Company are responsible for the preparation and fair presentation of these
financial statements in accordance with Financial Reporting Standards and the Companies Act
1965 in Malaysia. This responsibility includes designing, implementing and maintaining intemal
control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error, selecting and applying appropriate
accounting policies, and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from maitenal
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessment of risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to
the Company's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF

BOILERMECH SDN. BHD. (CONT’D)
(Incorporated in Malaysia)
Comparty No.: 58098 - U

Opinion
In our opinion, the financiai statements have been properly drawn up in accordance with
Financial Reporting Standards and the Companies Act 1965 in Malaysia so as to give a true end

fair view of the financial position of the Company as of 30 April 2010 and of its financial
performance and cash flows for the financial year then ended.

Other Matters

The financial statements of the Company for the preceding financial year were audited by
another firm of auditors whose report dated 8 October 2008, expressed an unqualified opinion

on those statements.

Report on Other Legal and Regulatory Requirements
in accordance with the requirements of the Companies Act 1965 in Malaysia, we also report that

in our opinion, the eccounting and other records and the registers required by the Act to be kept
by the Company have been properly kept in accordance with the provisions of the Act.

Other Matters

This report is mede solely to the members of the Company, as a body, in accordance with
Section 174 of the Companies Act 1965 in Malaysia and for no other purpose. We do not
assume responsibifity to any other person for the content of this report.

Crone Moot |

Crowe Horweth Jemes Chan Kuan Chee
Firm No: AF 1018 Approval No: 2271/10/11 {J)
Chartered Accountants Chartered Accountant

Kuala Lumpur

03 SEP 2018
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Chartared Accountanis
Member Crows Horwalh Inernational

Kuala Lumpur Cffice

Level 16 Tower C. Megan Avenus I
12 Jalan Yap Kwan Seng

50450 Kuala Lumpur, Malaysia
Main +6 03 2166 0000

INDEPENDENT AUDITORS' REPORT TO THE BOARD OF DIRECTORS  Fax +603 2166 1000

www crowehorwath.com.my

BOILERM ECH HOLDINGS BERHAD info@orowehorwath.com.my
{Incorporated in Malaysia)
Company No: 897694 -T

Report on the Consolidated Financial Statements

We have audited the consolidated financial statements of Boilermech Holdings Berhad and ifs
subsidiary (collectively, “the Group®), which comprise the Group’s consolidated statement of
financial position at 31 October 2010 and the consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows of the
Group for the financial penod then ended, and a summary of significant accounting policies and
other explanatory information, as set out on pages 4 to 70.

Directors’ Responsibility for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of financial statements that give
a true and fair view in accordance with Financial Reporting Standards in Malaysia, and for such
intemal control as the directors determine are necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

It is our responsibility to form an independent opinion, based on our audit, on the consolidated
financial statements and to report our opinion to you, as a body, and for no other purpose. We do
not assume responsibility to any other person for the content of this report.

We conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from matenal

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of risks of matenal misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, we consider internal
cantrol refevant to the Group's preparation of consolidated financial statements that give a frue
and fair view in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effecfiveness of the Group's infemal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overalf
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropnate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT TO THE BOARD OF DIRECTORS
BOILERMECH HOLDINGS BERHAD (CONT’D)

{Incomorated in Malaysia)
Company No: 897694 - T

Opinion

In our opinion, the consolidated financial statements have been properly drawn up in accordance
with Financial Reporting Standards, FRS 134: Interim Financial Reporting so as to give a true and
fair view of the financial position of the Group as of 31 October 2010 and of its financial
performance and cash fiows for the financial period then ended.

Other Matters

The consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows of the Group for the financial period ended 31
October 2009 as well as the related notes have not been audited nor reviewed.

This report is made solely to the Board of Directors of Boilermech Holdings Berhad for the
purpose of its proposed listing on the ACE Market of Bursa Malaysia Securities Berhad and for no
other purpose. We do not assume responsibility to any other person for the content of this report.

Coven H\-ll,\_
Crowe Horwath

Firm No: AF 1018
Chartered Accountants

18 MAR 2011

Kuala Lumpur
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12, VALUATION CERTIFICATE

(Prepared for inclusion in this Prospectus)

VALUER’S LETTER ON THE PRDPERTY Ral ne & H or ne&

Our Ref. . VPJ10.699.5C Raine & Horne International
Date : 28 March 2011 Zaki + Partners Sdn. Bhd.
{Company No. 99440.T}

124B, 2nd Floor, Jalan SS 24/2,

Taman Megah, 47301 Petaling Jaya,
Selangor Darul Ehsan.

The Board of Directors,
Boilermech Holdings Berhad
ot 875, Jalan Subang 8

Taman Perindustrian Subang Telephone : 03-7880 6542

47620 Subang Jaya Fax : 03-7880 6544
Selangor Darut Ehsan Email : rhizppj@streamyx.com
Dear Sirs,

CERTIFICATE OF VALUATION OF AN INOUSTRIAL PREMISES COMPRISING TWO UNITS OF SINGLE STOREY
OETACHED FACTORY WITH DNE BEING ANNEXED TO A THREE STOREY OFFICE BUILDING AND A GUAROQ
HOUSE HELD UNOER TITLE NO. HSM 230, PT 875, LOCALITY OF SUNGAL PENAGA, MUKIM OF DAMANSARA,
DISTRICT OF PETALING, STATE OF SELANGOR DARUL EHSAN BEARING POSTAL ADDRESS LOT 875, JALAN

SUBANG 8, TAMAN PERINDUSTRIAN SG. PENAGA, 47620 SUBANG JAYA, SELANGOR OARUL EHSAN.
("SUBJECT PRDPERTY")

This Valuation Ceriificate has been prepared for the inclusion in the Prospectus of Boilermech Holdings Berhad

("Boilermech™} in connection with the admission of Bollermech to the ACE Market of Bursa Malaysia Securities Berhad
{"Proposed Listing").

In accordance with the instructions from Boilermech, we have assessed the Market Value of the Subject Property as set
cut in the Schedule below for the purpose of the Proposed Listing.

The valuation has been camied ouf in accordance with the “Asset Valuation Guidelines” issued by the Securities
Commission and the Malaysia Valuation Standards issued. by the Board of Valuers, Appraisers and Estate Agents
Malaysia {"Malaysia Valuation Standards™), and with the necessary professional responsibility and due diligence,

The basis of valuation is the Market Value of the Property as at ao® August 2010, The Comparison Method and Cost
Method of Valuation were adopted in amiving at the Market Value.

Market Value, as defined under the Malaysta Valuation Standards, is the estimated amount for which an asset should
exchange on the date of valuation between a willing buyer and a willing seller in an arm's length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently and without compssion.

Subject to the foregoing, we are of the opinion that the Market Value of the Property in its existing conditions, free from
encumbrances with good registrable titles is RM16,900,000.00 (Ringgit Malaysia; Sixteen Milllon And Nine Hundred
Thousand Dnly).

Yours faithfulty,
For & on behalf of
RAINE & HDRNE INTERNATIONAL

ZAKI + PARTNERS SONBHD % -
JAMESHM: RICSZ_IN’EPS MMM
Registered Valuer O
Reg No. V423 :

B, AppSc PRM CDipAF

Perunding Harta Tanah Antarabangsa ® International Property Consultants

PENANG IPOH KELANG PETALING JAYA SUBANG JAYA SEREMBAN
MELAKA KUANTAN JOHOR BAHRU KUCHING K. KINABALY
PENILAI
Representalfve offices throughout Asia, Australia, New Zealand, Europe, Americas & Africa VE {1) 06714

Raine&Horne www.raineandhorne.com.my
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Raine & Horne Intemational Zaki + Partners Sdn. Bhd.

Mdentification of Property

Interest valued  : Two {2} units of single storey detached factories with one being annexed to three storey
office building and a guard house.

Tenure : 99-years leasehold interest expiring on 2™ September 2068

Registered Owner: Boilermech Sdn Bhd

Express Condition: Perusahaan

Restriction

In-Interest : Tanah yang diberi milik ini tidak boleh dipindah milik, dipajak, atau digadai melainkan dengan
kebenaran Pihak Berkuasa Negeri.

Land Area 1 228,691 sq. feet (The land area surrended for road widening is approximately 9,027,23 5q. feet.)

Therefore, the estimated net land area is about 219,663.77 sg. feet.
Built-up Area : Three (3) storey office building

1} Main Ficor Area B,153 sq. fest
2} Ancillary Floor Area 180 sq. feet
3} Factory Building A 51,200 sq. feet
4) Factory B - Main Floor Area 12,000 s5q. feet
- Ancillary Floor Area 4.888 sq. fest
5} Sub-station, refuse chammber and guard house 1,076 8q. fest
*6} A Single Storey Office {Building C) 1,230 sq. fest

Planning Details : Certificate of Fitness was issued on 26" August 2010
Existing Use ! Industriafl
Occupancy Status: Owner occupied,

* We wish o draw attention that the Building C was mentioned in Approved Master Layout Plan bearing Reference No.
MPS.J 260/36/146 dated 3™ February 2010. However, in the approved building plans the Building C was not shown.

Based on our latest update inspection on 3% January 2011, we noled it has heen demolished.

General Description

Briefly the subject property is located along Jalan Subang 8 within an industriai area known as Taman Perindustrian
Sungai Penaga. i is one of the prime industrial schemes adjacent to the self contained fownship of UEP Subang Jaya.
The subject property is located approximately 5 kilometres to the east of the Subang Jaya Town Centre.

The material buildings erected on site are as follows:-

1) A Single Storey Detached Factory Annexed With A Three Storey Office Building {Factory Building A)

The building is generally constructed of reinforced concrete frame to the office building and steel portal framed
supporting stee! purlins to the factory. Part of the structure supports a crane girder and column beam with capacity of 10
tonnes and 15 tonnes respectively. Roof is of reinforced concrete flat roof concealed behind parapet walls to office
building and metal deck rocfing sheets on the steel trusses to the factory.

2) A Single Storey Detached Factory (Factory Building B}

The building is generally constructed of steel portal framed supporting steel purlins to the factory. Roof is of metal deck
roofing sheets on stesl trusses {o the factory. Internal walls are of metal claddings.

3) Sub-station, Refuse Chamber And Guard House

The building is generally constructed of reinforced concrete framed. Roof is of reinforced concrete flat roof concealed
behind parapet wall. Ceiling are cement plastered.

4) A Single Storey Office — Building C

The building is generally constructed of reinforced concrete framed. Roof is of metal cladding.
* {Please refer as explained above}

The subject site was demarcated with plastered brickwalls surmounted with metal railing. The entrance to the subject
site is secured with metal sliding gates hinged cnto plastered brick pitfars.
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Date of Valuation

Raine&Horne\\

Raine & Horne Intemational Zaki + Partners Sdn. Bhd.

For the purpose of this vatuation exercise, the material date of valuation is 30" August 2010.

Method of Vaiuation

In arriving at the Market Value of the subject properties, we have adopted our main approach, the Comparison Method
of valuation. In addition to the foregoing approach, we also adopted the Cost Approach in this valuation exercise.

i) Comparison Method of Valuation
This method of valuation seeks to determine the value of the property being valued by comparing and adopting as a
yardstick recent transactions and sale evidences involving other similar properties in the vicinity. Due considerations are
given for such factors including location, plot size and shapes. accessibility, infrastructure available, improvements made
if any, surrounding developments, facilities and amenities available,

Sungei Penege

| Comparable1 " | Comparabie2. | Gomparabled 1 Comparabled | Comparable | - Comparables.
Lot 549. Jalan Np, 2614, Jatan Lot 850, Jalan No. 64688 {Lot PT 831, Jalan PT 11743, Jalan Subeng
Subang 2, Taman Subang 7, Subang 7, 284). Jatan Subang 3, Taman Indat, Taman
Perndustrian Taman Tarran Subang 7. Perindustnan Perindusirian Sungar
Sungai Penaga Perindustrian Permdustran Temen Sungar Peraga FPenags
Sunga Penaga Sungar Penega Farindustrian

WVacart industriad
land

Vacant ndustriel
land

Vacant industrial
lend

Vacant industriat
tand

A Single Storey
Werehouse

WVacant indusir al tand

Freshald

Lezsehold
interest for a
lerm of 98 years
expiring on 27"
March 2080

Leesehiotd
nterest for a
term of 89 yeers
expiring on 12"
Oxtober 2061

Leasehold
mterest for g
term of 99 yeers
expiring on 31%
May 2092

Leasehcld interest
for a term of 99
yeers expiring on
20™ Qctober 2066

Leasehold interest for a
term of B9 years expirng
on 27" January 2083

26-Dec- 2008

T4 July 2008

27-March- 2008

15-July- 2008

10-March -201¢

21-December- 2008

130,817 =g. feet

120,530 sq. feet

127 872 3. feet

130,686 sq. feet

112,791 3q. feet

98.011 sq. fest

126,102 sq. feet

115,815 =qg. fest

123157 =g feet

1247093 =g, fest

115,455 sq. fest

94,511 zq. feet

lpcaled within the
same  vieinmty  but

s tocated neer
to the subgnt

is located within
te seme voinity

iz located neer
to the subject

locatad  within the
same visimty, near

RMS5.230,754.00 @ %Msésﬁgésg?t}o R@Mﬁjﬁ;ggﬁa.oo RMB.B00.000.00 | oo oo oo o | RMB,000,000.00 @
RM41.48 psf psf : psf ' & RM52.88 psf e RME3.48 psi
This comparable is | This compareble | This comparable | This comperable | This comparabte is | This  comperable s

tosated within the same
vICirity but more

more preferred | property. but more | property lo  Ihe subject | preferred ares compared |
area compered to preferred  area property. to the subject property, :
the subtect compared 1o the es it is neer to Ihe :
property, as it s subject croperty. commercial area. a
neer o the .
commercial area, '
Poszitive adjustment | Posftive Fositive Positrve No edjustment for Fosilive edjustmenl for

for time; Negetive adiustment for adjusiment for ad:ustment for locetior. Positive lime; Negative

ed:ustment for time; No time end tenure time; Mo adustrmenl for adjustment for [ocation,

focation, tenure adjustment for Megethve ediustment for lenure ang lime, tenure and land size
and tand size lzeation: adiustment for lpeation Megative
Negetive loceton end MNegetive adustment for land
adjustment for land size, adjustment for size.
tenure and land wenure end tend
size. size.
38 00 RM46 00 RAM59.00 REM53.00 RM57.00 RMST.O0

* Estimated net tand atea afler 1aking off for road widening.

Source - Jabatan Penilgian den Perkhrdmetan Herta (Valuetion and Fropeny Senices Depariment, Mimstry of Finance Meleysia)

For the Comparison Method of valuation, cur analysed values of transacted properties are in the range of RM38.00

per sg. foot to RM59.00 per sq. foot. In reconciling our opinion of Market Value, we have placed a greater emphasis on

Comparables 2, 4 and Comparable 5 which are located much closer in distance to the Subject Property. After
considering all factors of the above, we are of the opinton that the fair Market Value of the tand element is RM50.00 per

sq. foot .

iij Cost Method

This approach seeks to ascertain the value of the property through the summation of the value components of the land
and cost of bulding. In determining the value of the land, the analysed apportionment value attributable to the land is
adopted as described in the foregoing approach, whilst making due allowances to factors of focation, plot, size,
accessibility and other relevant factors.
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Raine&Horne\\

Raine & Horne International Zaki + Partners Sdn. Bhd.

In determining the cost of building, current estimates on constructional costs to erect equivalent building are adopted.
Taking into consideration of similar accommodation in terms of size, construction, finishes contractors’ overheads, fees

and profits. Appropriate adjustments are then made for factors of obsolescence and existing physical condition of the
building.

The estimated construction cost from our market survey based on Davis Langdon & Seah Construction Cost
Handbook Malaysia 2000 adopted before depreciation for the offices annexed to industrial premises and factory
building are in the range of RM110 per sq. foot - RM130 per sq. foot and RM70 per sq. foot — RM110 per sg. foot

respectively. For this valuation, we have adopted a depreciation of about 25% (estimated life span of building) in the
Cost Method of Valuation.

The Breakdown Building Cost are as bellows:

' Building Estimated | Cost After
Construction | Depreciation
Cost (RM/sf) {RMisf
1) | Three {3) storey office
building
Main Floor Area 120.00 90.00
Ancillary Floor Arsa 45.00 45.00
. 2) | Factory A 95.00 70.00
3) | Factory B
Main Floor Area 70.00 50.00
Ancillary Floor Area 25.00 25.00
4} | Sub-station, refuse 50.00 50.00
chamber & guardhouse
5) | Circulation area - 5.50

In arriving at our opinion of the Market Value, we have adopted the Comparison Method of valuation as there are
sufficient comparable data to support our analysis of values.

Market Value

In our opinion the Market Value of HSM 230, PT 875, Locality of Sungai Penaga, Mukim of Damansara, District of
Petaling, State of Selangor Darul Ehsan bearing postal address Lot 875, Jalan Subang 8, Taman Perindusirian Sg.
Penaga, 47620 Subang Jaya, Selangor Darul Ehsan held under a 99 years leasehold title with an unexpired leasehold
interest of about 58 years together with the buildings erected therson with vacant possession and free from all
encumbrances is RM16,900,000.00 {Ringgit Malaysia: Sixteen Million And Nine Hundred Thousand Only).
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DIRECTORS’ REPORT

{Prepared for inclusion in this Prospectus)

BOILERMECH HOLDINGS BERHAD

Ta

I

3 Lot 875, Jalan Subang 8 y /'

3 Taman Perindustrian Subang == ’ lltf ==
47620 Subang Jaya “_' R
Selangor Darul Ehsan, Malaysia N A
T. +603-8023 9137 F: +603-8023 2127 BOILERMECH

Date: 31 March 2011

The Shareholders of Boilermech Holdings Berhad

Dear SirfMadam,

On behalf of the Board of Directors of Boilermech Holdings Berhad (“Boilermech” or “Company”), | wish to
report that after due enquiries in relation to the interval between 31 October 2010, being the date to which
the last audited financial statements of the Company and its subsidiary ("Group”) have been made up and
up to the date of this letter, being a date not earlier than fourteen (14} days before the issue of this
Prospectus, that:-

(i)

(ii}

(iii)

(v)

(v)

(vi)

the business of our Group has, in the opinion of the Board of Directors of Boilermech, been
satisfactorily maintained;

in the opinion of the Board of Directors of Boilermech, no circumstances have arisen since the last
audited financial statements of our Group which have adversely affected the trading or the value of
the assets of our Group,

the current assets of our Group appear in the books at values which are believed to be realisable in
the ordinary course of business;

save as disclosed in this Prospectus, there are no contingent liabilities have arisen by reason of
any guarantee or indemnity given by our Group;

the Board of Directors of Boilermech are not aware of any default or any known events that could
give rise to a default situation, in respect of payments of either interest and/or principal sums in
relation to any borrowings of our Group since the last audited financial statements of our Group;
and

save as disclosed in the Accountants’ Report set ouf in Section 11 of this Prospectus, there have
been no matenal changes to the published reserves or any unusual factors affecting the profits of
our Group since the last audited financial statements of our Group.

Yours faithfully
For and on behalf of the Board of Directors of
BOILERMECH HOLDINGS BERHAD

LEONG YEW CHEONG

Managing Director
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14.1

14.2

SHARE CAPITAL

(i)

(ii)

i)

(v)

{v}

No shares will be allotted or issued on the basis of this Prospectus later than twelve (12)
months after the date of issue of this Prospectus.

As at the date of this Prospectus, none of our Group’s capital is under option or agreed
conditionally or unconditionally to be put under option.

Save for the Issue Shares reserved for our eligible Directors and employees as disclosed
in Section 3.7 of this Prospectus, there is currently no scheme involving our employees
in the capital of our Group.

As at the date of this Prospectus, there is no limitation on the right to own securities,
including limitations on the right of non-resident or foreign shareholders to hold or
exercise voting rights on the securities imposed by law or by our Memorandum and
Articles of Association.

Save as disclosed in Section 7.1.1 of this Prospectus, there are no other persons who
are able to, directly or indirectly, jointly or severally, exercise control over our Company.

ARTICLES OF ASSOCIATION

The following provisions are reproduced from our Articles of Association (“Articles”). The words,
terms and expressions appearing in the following provision shall bear the same meanings used
in the Articles unless they are otherwise defined here or the context otherwise requires:-

14.2.1 Transfer of Shares

The provisions in the Articles in respect of the arrangements for transfer of the securities
and restrictions on their free transferability are as follows:-

Article 26 — Transferor’s rights

“The instrument of transfer of any securities shall be executed by or on behalf of the
transferor and transferee, and the {ransferor shall be deemed to remain the holder of the
securities until the name of the transferes is entered in the Record of Depositors In respect
thereof.”

Article 27 — Refusal to register transfers

“The Depository may refuse to register any transfer of Deposited Securities that does not
comply with the Central Depositories Act and the Rules, no securities shall in any
circumstances be transferred o any infant, bankrupt or person of unsound mind.”

Article 28 — Closing of registers

“The registration of transfers may be closed at such times and for such periods as the
Directors may from time to time determine, provided it shall not be closed for more than thirty
{30) days in any year. The Company shait give Bursa Securities prior written notice of the
period of the intended suspension or closure and the purposes thereof, which notice shall be
at least ten (10} Market Days or such number of days as may be prescribed by Bursa
Securities. In relation to the suspension or closure, the Company shall give written notice in
accordance with the Rules to prepare the appropriate Record of Depositors.”
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Article 29 — Transfer of securities by way of book entry

“The transfer of any listed securities or class of listed securities of the Company which have
been deposited with the Depository, shall be by way of book entry by the Depository in
accordance with the Rules and, notwithstanding Sections 103 and 104 of the Act, but subject
to subsection 107C(2) of the Act, and any exemption that may be made from compliance
with subsection 107C(1) of the Act, the Company shall be precluded from registering and
effecting any transfer of such listed securities.”

Article 30 — Instrument of transfer

"Subject to the provisions of the Central Depositories Act and the Rules, every instrument of
transfer shall be in writing and in the form approved in the Rules and shall be presented to
the Depositary with such evidence (if any) as the Depository may require to prove the title of
the intending transferor and that the intended transferee is a qualified person.”

Transmission of Securities
Article 31 — Transmission

"In the case of the death of a Member, the legal personal representative or representatives,
the executors or administrators of the deceased, shall be the only person recognised by the
Company as having any title to his securities. Any person becoming entitled to securities in
consequence of the death or bankruptey of a Member may, subject to the Rules and Article
32 hereof, transfer the securities to himself or to some other person nominated by him as the
transferee but nothing herein contained shall release the estate of a deceased from any
liability in respect of any shares which had been held by him.”

Article 32 — Death or bankruptcy of a member

"Any person becoming entitied to securities in consequence of the death or bankruptey of a
Member, may, upon such evidence being produced as may from time to time properly be
required by the Rules and subject as hereinafter provided, elect either to be registered
himself as holder of the securities or to have some other person nominated by him registered
as the transferee thereof, but the Depository shall in either case, have the same right to
decline or suspend registration as they would have had in the case of a transfer of the
securities by that Member before his death or bankruptcy. Provided always that where the
securities is a deposited securities, a transfer of the securities may be subject to the Rules
carmied out by the person(s) becoming so entitled.”

Article 33 — Person entitled to receive and give discharge for dividends

"A person entitled to securities by transmission shall be entitied to receive, and may give a
discharge for, any dividends or other moneys payable in respect of the securities, but he
shall not be entitied in respect of it to receive notice of or to attend or vote at meetings of the
Company or, save as aforesaid, to exercise any of the rights or, privileges as a Member
unless and until he shall become a Member in respect of the secunties. If the person
becoming entitled elects to have the securities transferred to him, the aforesaid notice shall
be given to the Depository and subject to the Rules, a transfer of the securities may be
camied out by the person becoming so entitled.”

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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14.2.2

Article 34 — Transmission of securities
"Where :-

(a) the securities of the Company are listed on another stock exchange; and

(b) the Company is exempted from compliance with Section 14 of the Central
Depositories Act or Section 29 of the Securities Industry (Central Depositories)
(Amendment) Act 1998, as the case may be, under the Rules in respect of such
securities,

the Company shall, upon request of a securities holder, permit a transmission of securities
held by such securities holder from the register of holders maintained by the Registrar of the
Company in the jurisdiction of the other stock exchange, to the register of holders maintained
by the Registrar of the Company in Malaysia and vice versa provided that there shall be no
change in the ownership of such secunties.”

Remuneration of our Directors

The provisions in the Arficles dealing with the remuneration of the Directors are as
follows:-

Article 86 — Directors’ remuneration

"The fees payable to the Directors shal! from time to time be determined by the Company in
general meeting, and such fees shall be divided among the Directors in such proportions and
manner as the Directors may determine provided always that.-

(@) fees payable to Directors who hold a non executive office in the Company shall be
paid by a fixed sum and not by a commission on or percentage of profits or turnover;

(b) salaries payable to Directors who hoid an executive office in the Company may not
include a commission on or percentage of turnover,

(c) fees payable to Directors shali not be increased except pursuant to a resolution
passed at a general meeting, where notice of the proposed increase has been given
in the notice convening the meeting; and

(d) any fee paid to an Altemate Director shall be such amount as shall be agreed
between himself and the Director nominating him and shall be paid out of the
remuneration of the latter.

The Directors may also be paid all travelling, hotel, and other expenses properly incurred by
them in attending and retuming from meeting of the Directors or any committee of the
Directors or general meetings of the Company or in connection with the business of the
Company. Any Director who is appointed to any executive office including the office of
Chairman or who serves on any commitiee or who otherwise performs services which in the
opinion of the Directors are outside the scope of the ordinary duties of a Director, may be
paid such extra remuneration by way of salary percentage of profits or otherwise as the
Directors may determine but not a commission on or percentage of turnover. Any such extra
remuneration payable to a non-executive Director shall not include a commission on or a
percentage of profits or tumover.”

Article 126 — Remuneration of managing director andfor executive director

"A Managing Director and/or Executive Directors shall, subject to the terms of any agreement
entered info in any particular case, receive such remuneration (whether by way of salary,
commission, or participation in profits or partly in one way and partly in another} as the
Directors may determine, such remuneration shall not include a commission on or a
percentage of tumover.”

275



[ Company No. 897694-T ]|

14,

ADDITIONAL INFORMATION (Cont'd)

14.2.3 Voting and borrowing powers of our Directors

The provisions in the Articles dealing with the voting and borrowing powers of the
Directors of the Company including voting powers in relation to proposals, arrangements
or contracts in which they are interested are as follows:-

Article 92 — Director's borrowing powers

*The Directors may exercise all the powers of the Company to horrow or raise money for the
purpose of the Company’'s or any of its related corporations’ businesses on such terms as
they think fit and may secure the repayment of the same by mortgage or charge upon the
whole or any part of the Company’s undertaking and property (both present and future)
including its uncalled or unissued capital and may issue bonds, debentures and other
securities whether charged upen the whole or part of the assets of the Company or otherwise
but the Directors shall not borrow any money or morigage or charge any of the Company’s or
any of the subsidiary companies’ undertaking, property or any uncalled capital or to issue
debentures and other securities whether outright or as security for any debt, liability or
obligation of an unrelated third party.”

Article 105 - Quorum

“The quorum necessary for the transaction of the business of the Directors may be fixed by
the Directors and uniess so fixed shall be two (2).”

Article 107 - Directors’ power to vote

“Subject to these Articles, any question arising at any meeting of Directors shall be decided
by a majority of votes and a determination by a majority of Directors shall for all purposes be
deemed a determination of the Directors. In case of an equality of votes subject to Aricie
110, the Chaimnan of the meeting shall have a second or casting vote. Where two {2)
Directors form a quorum, the Chairman of the meeting at which only such a quorum is
present, or at which only two (2) Directors are competent to vote on the question at issue,
shal! not have a second or casting vote.”

Article 108 - Restriction on voting

“A Director shall not participate in any discussion or vote in respect of any contract or
proposed contract or arrangement in which he has, directly or indirectly, an interest and if he
shall do so his vote shall not be counted. A Director shall, notwithstanding his interest, be
counted in the quorum for any meeting where a discussion is to be taken upon any contract
or proposed contract or arrangement in which he is in any way interested.”

Article 109 — Disclosure of interests by directors

“Every Director shall comply with the provisions of Sections 131 and 135 of the Act in
connection with the disclosure of his shareholding and interest in the Company and his
interest in any contract or proposed confract with the Company and in connection with the
disclosure, every director shall state the fact and the nature, character and extent of any
office or possession of any property whereby whether directly or indirectly duties or interests
might be created in conflict with his duty or interest as a Director of the Company.”
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14.2.4 Changes in capital or variation of class rights

The provisions in the Articles as to changes in the share capital and variation of class rights,
which are as stringent as those provided in the Act, are as follows:-

Aricle 8 — Rights of preference shareholders

"Subject fo the Act, any preference shares may with the sanction of an ordinary resolution, be
issued on the ferms that they are, or at the option of the Company are or will be liable, to be
redeemed and the Company shall not issue preference shares ranking in priority to the
preference shares already issued, but may issue preference shares ranking equally
therewith. Preference shareholders shall have the same rights as ordinary shareholders as
regards to receiving notices, reports and audited accounts, and attending general meetings
of the Company and shall also have the right to vote at any meeting convened in each of the
following circumstances:-

(a) when the dividend or part of the dividend on the preference shares is in arrears for
more than six (6) montns;

(b) on a preposal to reduce the Company’s share capital;

(c) on a proposal for the disposal of the whole of the Company’s property, business and
undertaking;

{d) on a proposal that affects rights attached to the preference shares;
(e) on a proposal to wind up the Company; and

4] during the winding up of the Company.”

Article 10 — Modification of class rights

“Subject to the provisions of Section 85 of the Act, all or any of the rights, privileges or
conditions for the time being attached or belonging to any class of shares for the time being
forming part of the share capital of the Company may from time to time be modified, affected,
varied, extended or surrendered in any manner with the consent in writing of the holders of
not less than three-fourths (3/4) of the issued shares of that class or with the sanction of a
special resclution passed at a separate meeting of the Members of that ciass. To every such
separate meeting all the provisions of these Articles as to general meetings of the Company
shall mutatis mutandis apply, but so that the necessary quorum shall be two (2) Members of
the class holding or representing by proxy, one-third {1/3) of the share capital paid or credited
as paid on the issued shares of the class, and every holder of shares of the class in question
shall be entitled on a poll to one {1} vote for every such share held by him. To every such
special resolution the provisions of Section 152 of the Act shall with such adaptation as are
necessary apply.”

Article 45 — Power to increase capital

"The Company may from time to time by ordinary resolution increase the share capitai by
such sum, to be divided into shares of such amotnt, as the resolution shaf prescribe.”
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14.3

Article 47 - Issue of securities

"Notwithstanding the foregoing and subject to the Act and the Listing Reguirements, the
Company must ensure that it shall not issue any shares or convertble securities if the
nominal value of the those shares or convertible securities, when aggregated with the
norinal value of any such shares or convertible securities issued during the preceding
twelve (12) months, exceeds ten per cent (10%) of the nominal value of the issued and paid-
up capital of the Company, except where the shares or convertible securities are issued with
the prior approval of the shareholders in general meeting of the precise terms and conditions
of the issue.”

Article 48 ~ Company may alter i{s capital in certain ways
“The Company may by ordinary resolution:-

{a) consolidate and divide all or any of its share capital into shares of larger amount than
its existing shares; or

{p) sub-divide its share capital or any part thereof into shares of smaller amount than is
fixed by the Memorandum of Association and the Act; provided that in the sub-
division the proportion between the amount paid and the amount (if any) unpaid on
each reduced share shall be the same as it was in the case of the share from which
the reduced share is derived and so that as between the resulting shares one or
more of such share may, by the resolution by which such sub-division is effected, be
given any preference or advantage as regards dividend, return of capital, voting or
otherwise over the others or any other of such shares; or

(¢} cancel any shares not taken or agreed fo be taken by any person and diminish the
amount of its share capital by the amount of the shares so cancelled.”

Article 49 — Capital raised by the creation of hew shares

“Except so far as otherwise provided by the conditions of issue or by these Articles, any
capital raised by the creation of new shares shall be considered as part of the original capital,
and shall be subject to the provisions herein contained with reference to payment of calls and
instalments, transfer and transmission, forfeiture, lien, surrender and otherwise. Unless
otherwise provided in accordance with these Articles the new shares shall be Ordinary
Shares.”

Article 50 — Reduction of capital
“The Company may by special resolution reduce its share capital and any capital redemption
resesve fund or any share premium account in any manner authorised and subject to any
cenditions prescribed by the Act.”
MATERIAL LITIGATION
As at the LPD, we are not engaged in any material litigation and/or arbitration, either as plaintiff
or defendant, which has a material effect on our financial position, and our Directors are not

aware of any proceedings pending or threatened, or of any fact likely to give rise to any
proceedings, which might materially and adversely affect our financial position or business.
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Save as disclosed below, neither we nor our subsidiary have entered into any contracts which

are material {not being contracts entered into in the ordinary course of business) within the two

(2) years preceding the date of this Prospectus -

(i) Sale and Purchase Agreement dated 21 October 2010 between Boillermech and the
Vendors for the purchase by Boilermech of the entire issued and fully paid-up share
capital of BSB comprising 500,000 ordinary shares of RM1.00 each, for a purchase
consideration of RM22,309,998, to be fully satisfied by the issuance of 223,099,980 new
Boilermech Shares to the Vendors at an issue price of RM0.10 per Boilermech Share;

(i Underwriting Agreement dated 28 March 2011 between our Company and the Underwriter
for the underwriting of 15,650,000 Issue Shares under the IPO, for an underwriting
commission at the rate set out in Section 3.12{ii) of this Prospectus; and

{iit) Placement agreement dated 28 March 2011 between our Company and OSK as the
Placement Agent for the placement of 32,750,000 Issue Shares to identified Bumiputera
investors approved by MITI for a placement commission at the rate set out in Section
3.12(iit) of this Prospectus.

14.5 PUBLIC TAKE-OVERS

During the last FPE up to 31 October 2010 and the subsequent period up to the LPD, there were

no.-

(i Public take-over offers by third parties in respect of our Shares; and

(ii) Public take-over offers by our Company in respect of other corporations’ securities.

14.6 CONSENTS
{i) The written consents of the Adviser, Sponsor, Underwriter and Placement Agent,

Solicitors, Principal Bankers, Share Registrar, Issuing House, Company Secretaries and
Bloomberg to the inclusion in this Prospectus of their names in the form and context in
which their names appear have been given before the issue of this Prospectus and have
not subsequently been withdrawn.

(i) The written consent of the Auditors and Reporting Accountants to the inclusion in this
Prospectus of their name, the Accountants’ Report and letter relating to the proforma
consolidated financial information in the form and context in which they are contained in
this Prospectus have been given before the issue of this Prospectus and have not
subseguently been withdrawn.

{ii) The written consent of the Independent Market Researcher to the inclusion in this
Prospectus of their name, the executive summary of its Independent Market Research
Report and extracts of the said report in the form and context in which they are contained
in this Prospectus have been given before the issue of this Prospectus and have not
subsequently been withdrawn.

278



[ Company No. 897694-T ]|

14,

ADDITIONAL INFORMATION (Cont'd)

14.7

14.8

DOCUMENTS FOR INSPECTION

Copies of the following documents may be inspected at our registered office during office hours
for a period of twelve (12} months from the date of this Prospectus:-

{H
(it}

(ili)

(iv)

v)

(vi)
(vil)
(viii)

(x)

our Memorandum and Articles of Association:

the Accountants’ Report dated 28 March 2011 as included in Section 11 of this
Prospectus;

the Reporting Accpuntants’ letters relating to the proforma consolidated financial
information of our Group dated 28 March 2011 referred to in Section 10.2 of this
Prospectus;

the executive summary of the Independent Market Research Report dated 28 March
2011 as included in Section 6 of this Prospectus;

the Valuation Certificate dated 28 March 2011 as included in Section 12 of this
Prospectus,

the Directors’ Report dated 31 March 2011 as included in Section 13 of this Prospectus;
the letters of consent referred to in Section 14.6 of this Prospectus;

the audited financial statements of our Company and subsidiary for the past three (3)
FYE 30 April 2010 and the six (6) months FPE 31 October 2010; and

the materiat contracts referred to in Section 14.4 of this Prospectus.

RESPONSIBILITY STATEMENTS

(i)

(it)

OSK, acknowledges that, based on all available information @and to the best of its
knowledge and belief, this Prospectus constitutes a full and true disclosure of all materiat
facts relating to the Public Issue and Offer for Sale.

This Prospectus has been seen and approved by our Directors, Promoters and Seliing
Shareholders and they collectively and individually accept full responsibility for the
accuracy of the information contained herein and confirm, having made all reasonable
enquiries, and to the best of their knowledge and belief, there are no false or misleading
statement or other facts the omission of which would make any statement herein false or
misleading.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK J
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151  OPENING AND CLOSING OF APPLICATION
Applications will be accepted from 10.00 a.m. on 14 April 2011 and wil! remain open until 5.00
p.m. on 21 April 2011 or for such further period or periods as our Directors, Promoters, Selling
Shareholders and OSK in their absolute discretion may mutually decide.
In the event the closing date for the Applications is extended, you will be notified of the change in
a widely circulated daily Bahasa Malaysia and English daily newspaper in Malaysia prior to the
original closing date of the application. Following this, the dates for the balloting of the
applications for the lssue Shares, allotment of the Issue Shares and Listing would be extended
accordingly. Late Applications will not be accepted.

152 METHODS OF APPLICATION
Applications for the Issue Shares may be made using any of the following ways:-
{a) Application Forms; or
(b) Electronic Share Applications; or
{c) Internet Share Applications.

15.3 PROCEDURES FOR APPLICATION

The Applications shall be made in connection with and subject to the terms of this Prospectus
and our Memorandum and Articles of Association.

FULL INSTRUCTIONS FOR THE APPLICATION OF THE ISSUE SHARES AND THE
PROCEDURES TO BE FOLLOWED ARE SET OUT IN THE APPLICATION FORMS. YOU
ARE ADVISED TO READ THE APPLICATION FORMS AND THE NOTES AND
INSTRUCTIONS THEREIN CAREFULLY.

15.3.1 Application by the Malaysian Public

Applications for the 8,000,000 Issue Shares made avallable for the Malaysian Public
must be made on the White Application Forms provided OR by way of Electronic
Share Application OR Internet Share Application. A corporation or institution cannot
apply for shares by way of Electronic Share Application or Intemet Share Application.
The amount payable in full on application is RM0.33 per Issue Share.

15.3.2 Application by eligible Directors, employees and business associates/persons
who have contributed to the success of our Group

Applications for the 7,650,000 Issue Shares made available for eligible Directors,
employees and business associates/persons who have contributed to our success must
be made on the Pink Application Forms provided only and not by way of other
Application Forms or by way of Electronic Share Application or Internet Share
Application. Applicants using the Pink Application Forms may still apply for the Issue
Shares offered to the Malaysian Public using the White Application Form, Electronic
Share Application or Internet Share Application. The amount payable in full on
application is RM0.33 per Issue Share.

15.3.3 Application by placees under the private placement
Selected investors being aflocated the Issue Shares and/or Offer Shares under this
method will be contacted directly by the Placement Agent. Selected investors may still

apply for the Issue Shares offered to the Malaysian Public using the White Application
Form, Electronic Share Application or Internet Share Application.
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15.4

You must have a CDS8 Account before you can submit your application by way of Application
Forms or by way of Electronic Share Application or by way of Internet Share Application.

Directors and employees of MIH and their immediate families are strictly prohibited from applying
for the IPO Shares in this exercise.

APPLICATIONS USING APPLICATION FORMS
15.41 Types of Application Forms

The following relevant Application Forms issued with their notes and instructions
enclosed with this Prospectus are deemed to form an integral part hereof:-

(i) White Application Forms for application by the Malaysian Public; and

(i) Pink Application Forms for applications by our eligible Directors, employees and
business associates/persons who have contributed to the success of our Group.

White Application Forms together with copies of this Prospectus may be obtained,
subject to availability, from OSK, paricipating organisations of Bursa Securities,
members of the Association of Banks in Malaysia, members of the Malaysian Investment
Banking Association and MIH.

The submission of an Application Form does not necessarily mean that your application
will be successful.

You may submit only one (1) Application Form and your application must be for 100
Shares or multiples thereof. Multiple applications will not be accepted. We wish to
caution you that if you submit multiple applications in your own name or by using the
name of others, with or without their consent, you will be commiting an offence under
Section 179 of the CMSA and if convicted, may be punished with a minimum fine of
RM1,000,000 and to a jail term of up to ten (10} years under Section 182 of the CMSA.

Your application for the Issue Shares must be made on the respective Application Form
accompanying this Prospectus and must be completed in accordance with the notes and
instructions printed on the reverse side of the Application Form and on this Prospectus.
In accordance with Section 232 of the CMSA, the Application Form together with the
notes and instructions printed therein shall constitute an integral part of this Prospectus.
Our Directors may at their absolute discretion reserve the right not accept applications
which do not STRICTLY conform to the terms of this Prospectus or Application Form or
notes and instructions printed therein or which are illegible.

IF YOU ARE AN INDIVIDUAL OTHER THAN A MEMBER OF THE ARMED FORCES

OR POLICE, YOUR NAME AND NATIONAL REGISTRATION IDENTITY CARD
("NRIC"y NUMBER MUST BE EXACTLY THE SAME AS STATED IN:-

0 a  YOURNRIC;
()  ANY VALID TEMPORARY IDENTITY DOCUMENT AS ISSUED BY
THE NATIONAL REGISTRATION DEPARTMENT FROM TIME TO
TIME; OR
()  YOUR RESIT PENGENALAN SEMENTARA (“JPN KP 08") ISSUED
PURSUANT TO PERATURAN 5(5), PERATURAN-PERATURAN
PENDAFTARAN NEGARA 1990; AND

(i) THE RECORDS OF BURSA DEPOSITORY.
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15.4.2

IF YOU ARE A MEMBER OF THE ARMED FORCES CR POLICE, YOUR NAME AND
YOUR ARMED FORCES OR POLICE PERSONNEL NUMBER, AS THE CASE MAY
BE, MUST BE EXACTLY THE SAME AS THAT STATED IN YOUR AUTHORITY CARD
AND YOUR ADDRESS MUST BE THE ADDRESS OF YOUR RESPECTIVE CAMP,
BASE OR STATICN.

IF YOU ARE A CORPORATION OR INSTITUTION, THE NAME AND THE
CERTIFICATE OF INCORPORATICN NUMBER MUST BE EXACTLY THE SAME AS
THAT STATED IN THE CORPCRATION'S OR INSTITUTION'S CERTIFICATE OF
INCCRPORATION AND THE ADDRESS MUST BE THE REGISTERED ADDRESS.

We, together with MIH will not issue any acknowledgement of the receipt of your
Application Form or application monies.

Terms and conditions for application using Application Forms

Your applications by way of Application Forms shall be made on, and subject 1o, the
following terms and conditions:-

() If you are an individual, you must be a Malaysian citizen residing in Malaysia,
with a CDS Account and a Malaysian address {White Application Forms only).

If you are an individual, you must have a CDS Account and a correspondence
address in Malaysia {Pink Application Forms only).

{ii) If you are a corporation or institution incorporated in Malaysia, you must have a
CDS Account and be subject to the following:-

{a) if you have a share capital, more than half of the issued share capital
(excluding preference share capital} is held by Malaysian citizens; and

(b) there is a majority of Malaysian citizens on the board of directors or
trustee.

If you are a corporation or institution incorporated outside Malaysia, you must
have a CDS Account and provide a correspondence address in Malaysia (Pink
Application Forms only).

{iii) If you are a superannuation, co-operative, foundation, provident or pension fund,
you must be established or operating in Malaysia and must have a CDS
Agcount.

(iv) Applications will not be accepted from trustees, any person under eighteen (18)
years of age, sole proprietorships, partnerships or other incorporated bodies or
associations, other than corporations or institutions referred to in Section 15.4.2
(ii) and Section 15.4.2 {iii) above or the trustees thereof.

{v) EACH COMPLETED APPLICATION FORM MUST BE ACCOMPANIED BY
REMITTANCE IN RINGGIT MALAYSIA FOR THE FULL AMOUNT PAYABLE
BY EITHER:-

{a} BANKER'S DRAFT OR CASHIER'S ORDER PURCHASED WITHIN
MALAYSIA ONLY AND DRAWN ON A BANK IN KUALA LUMPUR; OR

(b) MONEY ORDER OR POSTAL ORDER (FOR APPLICANTS FRCM
SABAH AND SARAWAK CNLY); CR

(©) GUARANTEED GIRC ORDER ("GGQ") FRCM BANK SIMPANAN
NASIONAL MALAYSIA BERHAD; OR
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{vi)

{(vii)

(viii)

(ix)

{x)

(d) ATM STATEMENT OBTAINED FROM ANY OF THE FOLLOWING
FINANCIAL INSTITUTIONS:-

- AFFIN BANK BERHAD;

- ALLIANCE BANK MALAYSIA BERHAD;
- AMBANK (M} BERHAD;

- CIMB BANK BERHAD;

- EON BANK BERHAD;

- HONG LEONG BANK BERHAD;

- MALAYAN BANKING BERHAD;

- PUBLIC BANK BERHAD; OR

- RHB BANK BERHAD.

AND MUST BE MADE OUT IN FAVOUR OF “MIH SHARE ISSUE ACCOUNT
NO. $13" AND CROSSED “AIC PAYEE ONLY” (EXCLUDING ATM
STATEMENTS) AND ENDORSED ON THE REVERSE SIDE WITH THE NAME
AND ADDRESS OF THE APPLICANT.

APPLICATIONS ACCCMPANIED BY MODE OF PAYMENT OTHER THAN IN
THE MANNER STATED ABOVE OR WITH EXCESS OR INSUFFICIENT
REMITTANCES OR INAPPROPRIATE BANKER'S DRAFTS, CASHIER'S
ORDERS, MONEY ORDERS OR POSTAL ORDER, ATM STATEMENT OR
GGO WILL NOT BE ACCEPTED. DETAILS OF REMITTANCES MUST BE
COMPLETED IN THE APPROPRIATE BOXES PROVIDED IN THE
APPLICATION FORMS.

YOU MUST STATE YOUR CDS ACCOUNT NUMBER IN THE SPACE
PROVIDED IN THE APPLICATION FORM AND YOU SHALL BE DEEMED TO
HAVE AUTHORISED BURSA DEPOSITORY TO DISCLOSE INFORMATION
PERTAINING TO YOUR CDS ACCOUNT TO MIH AND/OR OUR COMPANY. IF
YOU DO NOT PRESENTLY HAVE A CDS ACCOUNT, YOU MAY OPEN ONE
BY CONTACTING ANY ONE OF THE ADAs LISTED IN SECTION 15.10 OF
THIS PROSPECTUS.

YOUR NAME AND ADDRESS MUST BE WRITTEN ON THE REVERSE SIDE
OF THE BANKER'S DRAFT, CASHIER'S ORDER, ATM STATEMENT, MONEY
ORDER OR POSTAL ORDER, OR GGO FROM BANK SIMPANAN MALAYSIA
BERHAD,

Our Board reserve the right to require you, if your Application is successful, o
appear in person at the registered office of MIH within fourteen (14) days of the
date of the notice issued to you to ascertain the regularity or propriety of your
Application. Our Board shail not be responsible for any loss or non-receipt of the
said notice nor shall they be accountable for any expenses incurred or to be
incurred by you for the purpose of complying with this provision.

MIH, acting on the authority of our Directors reserves the right to reject your
Application if it does not conform fo these instructions or if it is illegible or if it is
accompanied by remittances improperly drawn.

MIH, acting on the authority of our Directors reserves the right not to accept your
Application or to accept it in whole or in part only without assigning any reason
therefor. We will give due consideration to the desirability of allotting or allocating
the Issue Shares fo a reasonable number of applicants with a view 1o
establishing a liquid and adequate market for our Shares.
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(xi)

(xii)

(xiil}

{xiv}

Where your Application is not accepted or accepted in part only, the full amount
or the balance of the Application monies, as the case may be, will be returned
without interest and shail be despatched to you within ten (10) Market Days from
the date of the final ballot of the Application lists by registered post or ordinary
post at your address last maintained with Bursa Depository or where the
application is not accepted because you have not provided a CDS Account, to
the address per the Naticnal Registration Identity Card or “Resit Pengenalan
Sementara {"JPN KP 08")" or any valid temporary identity document as issued
by the National Registration Department from time to time or the Authority Card
in the case of armed forces or police personnel, at your own risk.

You shall ensure that your personal particulars stated in the Application Form
are identical with the records maintained by Bursa Depository. You must inform
Bursa Depository promptly of any change in address failing which the notification
letter of successful allocation wili be sent to your registered or correspondence
address registered with Bursa Depository.

MIH, acting on the authority of our Directors and Selling Shareholders reserves
the right to bank in ali Application menies from unsuccessful applicants and
partially successful applicants, which would subsequently be refunded without
interest and shall be despatched to you within ten (10} Market Days from the
date of the final ballot of the Applicaticn Lists by registered post or ordinary post
at your address registered with Bursa Depository, at your own risk.

Your completed Application Form accompanied by the appropriate remittance
and legible photocopy of the relevant decuments, must be despatched by
ORDINARY POST in the official envelopes provided, to the following address:-

Malaysian issuing House Sdn Bhd (258345-X)
Level 6, Symphony House

Pusat Dagangan Dana 1

Jalan PJU 1A/46

47301 Petaling Jaya

Selangor Carul Ehsan

P.C. Box 8269

Pejabat Pos Kelana Jaya

46785 Petaling Jaya

or DELIVERED BY HAND AND DEPOSITED in the Drop-in Boxes provided at
the front portion of Symphony House, Pusat Dagangan Dana 1, Jalan PJU
1A/46, 47301 Petaling Jaya, Selangor Darul Ehsan, so as to arrive not fater than
5.00 p.m. on 21 April 2011, or such other later date or dates as our Directors,
Promoters, Selling Shareholders and OSK in their absclute discretion may
mutually decide.

PLEASE DIRECT ALL YOUR ENQUIRIES IN RESPECT OF THE WHITE
APPLICATION FORM TQ MIH.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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16,5 APPLICATIONS USING ELECTRONIC SHARE APPLICATION

15.5.1 Steps for Electronic Share Application through a Participating Financial
Institution's ATM

{i) You must have an account with a Participating Financial Institution and an ATM
card issued by that Participating Financial Institution to access the account.

(i) You must have a CDS Account.

(iii) You are to apply for the Issue Shares via the ATM of the Participating Financial
Institution by choosing the Electronic Share Application option. Mandatery
statements required in the application are set out in Section 15.5.3 of this
Prospectus under the Terms and Conditions for Electronic Share Application.
You are ¢ enter at least the following information through the ATM where the
instructions on the ATM screen at which you enter your Electronic Share
Application requires you to do so:-

- Your Persconal Identification Number ("PIN™Y;

- MIH Share Issue Account No. 513,

- Your CDS Account Number,

- Number of Issue Shares applied for and/or the Ringgit Malaysia amount
to be debited from the account; and

- You are to confirm several mandateory statements.

15.5.2 Participating Financial Institutions

Electronic Share Applications may be made threugh an ATM of the following
Participating Financial Institutions and their branches:-

- AFFIN BANK BERHAD; OR

- AMBANK (M) BERHAD; OR

- BANK MUAMALAT MALAYSIA BERHAD; OR

- CIMB BANK BERHAD; OR

- EON BANK BERHAD; OR

- HSBC BANK MALAYSIA BERHAD; OR

- MALAYAN BANKING BERHAD; OR

- OCBC BANK (MALAYSIA) BERHAD; OR

- PUBLIC BANK BERHAD; OR

- RHB BANK BERHAD; OR

- STANDARD CHARTERED BANK MALAYSIA BERHAD {at selected branches
only).

A surcharge of RM2.50 per Electrenic Share Application will be charged by the

respective Participating Financial Institution.

15.5.3 Terms and condltions for Electronic Share Application

The procedures for Electronic Share Application at ATMs of the Participating Financial
Institutions are set out on the ATM screens of the relevant Participating Financial
Institutions (the “Steps’). For itlustration purposes, the procedures for Electronic Share
Application at ATMs are set out in Section 15.5.1 of this Prospectus. The Steps set out
the actions that you must take at the ATM to compiete an Electronic Share Application.
You are advised to read and understand the terms of this Prospectus, the Steps and the
terms and conditions for Electronic Share Application set out below before making an
Electronic Share Application.

You must be an individual with a CDS Account to make an Electronic Share
Application,
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You must have an existing bank account with, and be an ATM cardholder of, one {1} of
the Participating Financial Institutions before you can make an Electronic Share
Application at an ATM of that Paricipating Financial Institution. An ATM card issued by
one {1} of the Participating Financial Institutions cannot be used to apply for the Issue
Shares at an ATM belonging to other Participating Financial Institutions. Upon
completion of your Electronic Share Application transaction, you will receive a computer-
generated transaction slip (“Transaction Record’), confiming the details of your
Electronic Share Application. The Transaction Record is only a record that you have
completed a transaction at the ATM and not a record of the receipt of the Electronic
Share Application or any data relating to such an Electronic Share Application by us or
MIH. The Transaction Record is for your retention and should not be submitted with any
Application Form.

Upon the closing of the offer for the Application for the Issue Shares, on 21 April 2011 at
5.00 p.m. {*Closing Oate"), the Participating Financial Institution shall submit a magnetic
tape containing its respective customers’ applications for the Issue Shares to MIH as
soon as practicable but not later than 12.00 p.m. of the second (2"") business day after
the Closing Date and Time.

You will be allowed to make an Electronic Share Application for the Issue Shares via an
ATM that accepts the ATM cards of the Participating Financial Institution with which you
have an account and its branches, subject to you making only one (1) Application. If you
have a bank account with a Participating Financial Institution and have been issued an
ATM card, you will be allowed to apply for shares via an ATM of that Participating
Financial Institution which is situated in another country or place outside of Malaysia,
subject to you making only one (1) Application.

YOU MUST ENSURE THAT YOU USE YOUR OWN CDS ACCOUNT NUMBER WHEN
MAKING AN ELECTRONIC SHARE APPLICATION. IF YOU OPERATE A JOINT
ACCOUNT WITH ANY PARTICIPATING FINANCIAL INSTITUTION, YOU MUST
ENSURE THAT YOU ENTER YOUR OWN COS ACCOUNT NUMBER WHEN USING
AN ATM CARO ISSUED TO YOU IN YOUR OWN NAME. YOUR APPLICATION WILL
BE REJECTEO IF YOU FAIL TO COMPLY WITH THE FOREGOING CONOITIONS.

The Electronic Share Application shall be made on, and subject fo, the terms and
conditions contained herein as well as the terms and conditions set out below:-

(i) Your Electronic Share Application shall be made in connection with and subject
to the terms of this Prospectus and our Memorandum and Articles of
Association.

(ii) Your are required to confirm the following statement (by pressing pre-designated

keys or buttons on the ATM keyboard) and undertake that the following
information given are true and correct:-

- You have attained eighteen (18) years of age as at the Closing Date of
the Share Application;

- You are a Malaysian citizen residing in Malaysia;

- You have read the relevant Prospectus and understood and agreed with
the terms and conditions of this Application;

- This is the only Application that you are submitting; and
- You give consent to the Participating Financial Institution and Bursa
Depository to disclose information pertaining to yourseif and your

account with the Participating Financial Institution and Bursa Depository
to MIH and other relevant authorities.
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(iii)

(iv)

v)

(vi)

(vii)

Your Application will not be successfully completed and cannot be recorded as a
completed transaction at the ATM unless you compiete all the Steps required by
the Participating Finangial Institution. By doing so, you shall be treated as
signifying your confirmation of each of the above statements as well as giving
consent in accordance with the relevant laws of Malaysia, including Section 97
of the Banking and Financial Institutions Act, 1989 and Section 45 of the
Securities Industry {(Central Depositories) Act, 1991 to the disclosure by the
relevant Participating Financial Institution or Bursa Depository, as the case may
be, of any of your particulars to MIH or any other relevant regulatory bodies.

YOU CONFIRM THAT YOU ARE NOT APPLYING FOR THE ISSUE SHARES
AS A NOMINEE OF ANY OTHER PERSONS AND THAT ANY ELECTRONIC
SHARE APPLICATION THAT YOU MAKE IS MADE BY YOU AS THE
BENEFICIAL OWNER. YOU SHALL ONLY MAKE ONE (1) ELECTRONIC
SHARE APPLICATION AND SHALL NOT MAKE ANY OTHER APPLICATION
FOR THE ISSUE SHARES, WHETHER AT THE ATMS OF ANY
PARTICIPATING FINANCIAL INSTITUTION OR ON THE PRESCRIBED
APPLICATION FORMS OR VIA INTERNET SHARE APPLICATION.

You must have sufficient funds in your account with the relevant Participating
Financial institution at the time you make your Electronic Share Application,
failing which your Electronic Share Application will not be completed. Any
Electronic Share Application which does not strictly conform to the instructions
set out on the screens of the ATM through which the Electronic Share
Application is being made will be rejected.

You agree and undertake to subscribe for or purchase and to accept the number
of Issue Shares applied for as stated on the Transaction Record or any lesser
number of issue Shares that may be allotted or allocated to you in respect of
your Electronic Share Application. In the event that we decide to allot or allocate
any lesser number of the Issue Shares or not to allot or allocate any Issue
Shares to you, you agree to accept any such decision as final. If your Electronic
Share Application is successful, your confirmation (by your action of pressing the
designated key or button on the ATM) of the number of Issue Shares applied for
shall signify, and shall be treated as, your acceptance of the number of Issue
Shares that may be allotted or allocated to you and to be bound by our
Memorandum and Articles of Association.

MIH, on the authority of our Board reserves the right to reject or accept any
Electronic Share Application in whole or in part only on a non-discriminatory
basis without assigning any reason therefor. We will give due consideration to
the desirability of allotting or allocating the Issue Shares to a reasonable number
of applicants with a view to establishing a liquid and adequate market for our
Shares.

MIH shall inform the relevant Participating Financial Institution of the
unsuccessful or partialty successful Applications within two (2) Market Days after
the balloting date. Where your Electronic Share Application is unsuccessful, the
relevant Participating Financial Institution will credit the full amount of the
Application monies, in Ringgit Malaysia (without interest or any share of revenue
or benefit arising therefrom) into your account with that Participating Financial
Institution within two {2) Market Days after the receipt of confirmation from MIH.
You may check your accounts on the fitth (5™} Market Day from the balloting
day.
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(viii)

(ix)

{x}

(xi)

(xii)

{xiii)

If your Electronic Share Application is successful in part only, the relevant
Participating Financial Institution will credit the balance of the application monies
{without interest or any share or revenue or benefit arising therefrom) into your
account with the Participating Financial Institution within two {2) Market Days
after the receipt of confirmation from MIH. We will, however, hold in reserve a
number of Applications to repiace any successfully balloted Applications that are
subsequently rejected. \f your Application held in reserve, is subsequently
rejected, your Application monies without interest will be refunded (without
interest or any share revenue or benefit arising therefrom) to you by MIH by way
of cheques issued by MIH and despatched by ordinary post or registered post.
The cheques will be issued to you within ten (10} Market Days from the day of
the final ballot. Should you encounter any problems in you Applications, you may
refer to the Participating Financial Institution.

You request and authorise us:-

- to credit the Issue Shares allotted or aliocated o you into your CDS
Account; and

- o issue share certificate(s) representing such Issue Shares allotted or
allocated in the name of Bursa Malaysia Depository Nominees Sdn Bhd
and send the same to Bursa Depository.

Acknowledging that your Electronic Share Application is subject to the risks of
electrical, electronic, technical and computer-related fauits and breakdowns,
fires and other events beyond our control and the control of MIH or the
Participating Financial Institutions or Bursa Depository, irrevocably agree that if:-

- we or MIH do/ does not receive your Elecironic Share Application; or

- data refating to your Electronic Share Application is wholly or partially
lost, corrupted or not otherwise accessible, or net transmitted or
communicated to us or MIH,

you shall be deemed not to have made an Electronic Share Application and you
shall not c¢laim whatsoever against us, MIH, the Participating Financial
Institutions or Bursa Depository for the lssue Shares applied for or for any
compensation, 10ss or damage.

Al your particulars in the records of the relevant Pariicipating Financial
Institution at the time you make your Electronic Share Application shall be
deemed to be true and correct and we, MIH and the relevant Participating
Financial Institution shall be entitled to rely on the accuracy thereof.

You shall ensure that your personal particulars as recorded by both Bursa
Depository and the relevant Participating Financial Institution are correct and
identical. Otherwise, your Electronic Share Application is liabie t0 be rejected.
You must inform Bursa Depository promptly of any change in address failing
which the notification letter of successful allotment or allocation will be sent to
your registered address last maintained with Bursa Depository.

By making and compieting an Electronic Share Appiication, you agree that:-
- in consideration of us agreeing to allow and accept the making of any
Appilication for Issue Shares via the Electronic Share Appiication facility

established by the Participating Financial Institutions at their respective
ATMs, your Electronic Share Application is irrevocable;
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15.6

- we, the Participating Financiat Institutions, Bursa Depository and MIH
shall not be liable for any delays, failures or inaccuracies in the
processing of data relating to your Elecironic Share Application due to a
breakdown, failure of transmission or communication facilities, or to any
cause beyond our/ their control;

- nofwithstanding the receipt of any payment by us or on our behalf, the
acceptance of your offer to subscribe for and purchase the Issue Shares
for which your Electronic Share Application has been successfuily
completed shall be constituted by the issue of notices of successful
allotment for prescribed securities, in respect of the Issue Shares;

- you irrevocably authorises Bursa Depository to complete and sign on
your behalf as transferee or renouncee any instrument of transfer and/or
other documents required for the issue or transfer of the ssue Shares
allotted or allocated to you; and

- you agree that, in relation to any legal action or proceedings arising out
of or in connection with the contract between the parties and/or the
Electronic Share Application and/or any terms herein, all rights,
obligations and liabilities shall be construed and determined in
accordance with the laws of Malaysia and with all directives, rules,
reguiations and notices from regulatory bodies and that our Company
irrevocably submits to the jurisdiction of the Courts of Malaysia.

(xiv)  QOur Board reserves the right to require you, if your Application is successful, to
appear in person at the registered office of MiH within fourteen (14} days of the
date of the nofice issued to you to ascertain the regularity or propriety of your
Appiication. Our Board shall not be responsible for any loss or non-receipt of the
said notice nor shall they be accountable for any expenses incurred or to be
incurred by you for the purpose of complying with this provision.

(V) MiH, acting on the authority of our Board reserves the right to reject your
Application, if it does not conform to these instructions.

(xvi) A surcharge of RM2.50 per Electronic Share Application will be charged by the
respective Participating Financial Institutior.

APPLICATIONS USING INTERNET SHARE APPLICATION

15.6.1 Steps for Internet Share Application

The exact steps for Internet Share Application in respect of the Issue Shares are as set
out on the internet financial services website of the Internet Paricipating Financial
Institutions.

For illustration purposes only, we have set out below possible steps for an application for
the Issue Shares via Internet Share Application. The steps set out the actions that you
must take at the Internet financial services website of the Internet Participating Financial
Institution to compiete an Internet Share Application.

PLEASE NOTE THAT THE ACTUAL STEPS FOR INTERNET SHARE
APPLICATIONS CONTAINED IN THE INTERNET FINANCIAL SERVICES WEBSITE
OF THE INTERNET PARTICIPATING FINANCIAL INSTITUTIONS MAY DIFFER
FROM THE STEPS OUTLINED BELOW.

{i) Connect to the internet financial services website of the Internet Participating
Financial Institution with which you have an acecount
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(ii)

ii)

(iv)

v}

(vi)
(vii)

(viii)

Login to the internet financial services facility by entering your user identification
and PIN/ password.

Navigate to the section of the website on applications in respect of initial public
offerings.

Select the counter in respect of the lssue Shares to launch the Electronic
Prospectus and the terms and conditions of the Internet Share Application.

Select the designated hyperlink on the screen to accept the abovementioned
terms and conditions, having read and understeod such terms and conditions.

At the next screen, complete the online application form.

Check that the information contained in the online application form such as the
share counter, NRIC number, CDS Account number, number of |ssue Shares
applied for and the account number to debit are correct, and select the
designated hyperlink on the screen to confirm and submit the online application
form.

By confirming such information, you will undertake that the following mandatory
statements are true and correct:-

- you have attained eighteen (18) years of age as at the closing date of
the share application;

- you are a Malaysian citizen residing in Malaysia;

- you have, prior to making the Internet Share Application, received and/or
had access to a printed/ electronic copy of this Prospectus, the contents
of which you have read and understood,

- you agree to all the terms and conditions of the Internet Share
Application as set out in this Prospectus and have carefully considered
the risk factors set out in this Prospectus, in addition to all other
information contained in this Prospectus before making the Internet
Share Application for the Issue Shares;

- the Internet Share Application is the only application that you are
submitting for the Issue Shares;

- you authorise the Internet Participating Financial Institution or the
Authorised Financial Institution to deduct the full amount payable for the
Issue Shares from your account with the Internet Participating Financial
Institution or the Autherised Financial Institution;

- you give your express consent in accordance with the relevant laws of
Malaysia (including but not limited to Section 99 of the Banking and
Financial Institutions Act, 1989 and Section 45 of the Securities Industry
(Ceniral Depositories) Act, 1991} to the disclosure by the Internet
Participating Financial Institution, the Authorised Financial Institution
and/or Bursa Depository, as the case may be, of information pertaining
to you, the Internet Share Application made by you or your account with
the Internet Participating Financial Institution, to MIH and the Authorised
Financial Institution, the SC and any other relevant authority;

- YQU ARE NOT APPLYING FOR THE ISSUE SHARES AS A NOMINEE
OF ANY OTHER PERSON AND THE APPLICATION [S MADE IN
YQUR OWN NAME, AS THE BENEFICIAL OWNER AND SUBJECT TG
THE RISKS REFERRED TQ IN THIS PROSPECTUS; AND
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15.6.2

{ix)

(i)

(xii)

- you authorise the internet Participating Financia! Institution to disclose
and transfer to any person, including any government or regulatory
authority in any jurisdiction, us, Bursa Securities or other relevant parties
in connection with the Public Issue, all information relating to you if
required by any law, regulation, court order or any government or
regulatory authority in any jurisdiction or if such disclosure and transfer
is, in the reasonable opinion of the internet Parlicipating Financial
Institution, necessary for the provision of the Internet Share Applications
services or if such disclosure is requested or required in connection with
the Public Issue. Further, the Internet Participating Financial Institution
will take reasonable precautions to preserve the confidentiality of
information relating to you furnished by you to the Internet Participating
Financial Institution in connection with the use of the internet Share
Application services.

Upon submission of the online application form, you will be linked to the website
of the Authorised Financial Institution to effect the online payment of the
application money for the Public lssue.

As soon as the fransaction is completed, a message from the Authorised
Financial Institution pertaining to the payment status will appear on the screen of
the website through which the online payment of the application of the Public
Issue is being made.

Subsequent to the above, the Internet Paricipating Financial Institution shall
confirm that the Internet Share Application has been completed, via the
Confirmation Screen on its website.

You are advised to print out the Confirmation Screen for reference and retention.

Terms and Conditions for Internet Share Application

Your application for the Issue Shares may be made through the internet financial
services website of the Internet Participating Financial Institutions.

YOU ARE ADVISED NOT TO APPLY FOR THE ISSUE SHARES THROUGH ANY
WEBSITE OTHER THAN THE INTERNET FINANCIAL SERVICES WEBSITE OF THE
INTERNET PARTICIPATING FINANCIAL INSTITUTIONS,

internet Participating Financial Institution

Internet Share Applications may be made through the internet financial services websites
of the following Internet Participating Financial Institutions:-

Malayan Banking Berhad at www.maybank2u.com.my, or

CIMB Investment Bank Berhad at www.eipocimb.com; or

CIMB Bank Berhad at www.cimbclicks.com.my; or

Affin Bank Berhad at www.affinOnline.com; or

RHB Bank Berhad at www.rhbbank.com.my; or

Public Bank Berhad at www.pbebank.com.
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PLEASE READ THE TERMS OF THIS PROSPECTUS, THE TERMS AND
CONDITIONS FOR INTERNET SHARE APPLICATIONS SET OUT HEREIN AND THE
STEPS FOR INTERNET SHARE APPLICATIONS SET OUT HEREIN CAREFULLY
PRIOR TO MAKING AN INTERNET SHARE APPLICATION.

THE EXACT TERMS AND CONDITIONS AND ITS SEQUENCE FOR INTERNET
SHARE APPLICATIONS IN RESPECT OF THE ISSUE SHARES ARE AS SET OUT ON
THE INTERNET FINANCIAL SERVICES WEBSITE OF THE INTERNET
PARTICIPATING FINANCIAL INSTITUTIONS.

PLEASE NOTE THAT THE ACTUAL TERMS AND CONDITIONS OUTLINED BELOW
SUPPLEMENT THE ADDITIONAL TERMS AND CONDITIONS FOR INTERNET
SHARE APPLICATION CONTAINED IN THE INTERNET FINANCIAL SERVICES
WEBSITES OF THE INTERNET PARTICIPATING FINANCIAL INSTITUTIONS.

An Internet Share Application shall be made on and shall be subject to the terms and
conditions as set out below:-

{iy In order to make an Internet Share Application, you must:-

- be an individuat with a CDS8 account and in the case of a joint account,
an individual CBS account registered in your name which is to be used
for the purpose of the application if you are making the application
instead of a CDS account registered in the joint account hoider's name;

- have an existing account with access to internet financial services
facilities with an Internet Participating Financial Institution. You must
have ready your user identification {(*User ID") and Personal
Identification Numbers (“PIN")/ password for the relevant internet
financial services facilities; and

- be a Malaysian citizen and have a Malaysian address.

You are advised to note that a User ID and PIN/ password issued by one of the
Internet Participating Financial Institutions cannot be used to apply for the Issue
Shares at internet financial service websites of other Internet Participating
Financial Institutions.

(ii} An Internet Share Application shall be made on and shall be subject to the terms
of this Prospectus and our Memorandum and Articles of Association.

(iii) You are required to confirm the following statements (by selecting the
designated hyperlink on the relevant screen of the internet financial services
website of the Internet Participating Financial Insiitution} and to undertake that
the following information given is true and correct:-

- you have attained eighteen {18) years of age as at the date of the
application for the lssue Shares;

- you are a Malaysian citizen residing in Malaysia;
- you have, prior to making the Internet Share Application, received and/or

have had access to a printed/ electronic copy of this Prospectus, the
contents of which you have read and understood;
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(iv)

- you agree to all the terms and conditions of the Intemet Share
Application as set out in this Prospectus and have carefully considered
the risk factors set out in this Prospectus, in addition to all other
information contained in this Prospecius before making the Internet
Share Application for the Issue Shares;

- the Internet Share Application is the only application that yvou are
submitting for the Issue Shares;

- you authorise the Internet Participating Financial Institution or the
Authorised Financial Institution to deduct the full amount payable for the
Issue Shares from your account with the Internet Participating Financial
Institution or the Authorised Financial Institution;

- you give express consent in accordance with the relevant laws of
Malaysia (including but not limited to Section 99 of the Banking and
Financial Institutions Act, 1989 and Section 45 of the Securities Industry
(Central Depositories) Act, 1991) to the disclosure by the Internet
Participating Financial Institution, the Authorised Financial Institution
and/or Bursa Depository, as the case may be, of information pertaining
to you, the Internet Share Application made by you or your account with
the Internet Participating Financial Institution, to MIH and the Authorised
Financial Institution, the 8C and any other relevant authority;

- YOU ARE NOT APPLYING FOR THE ISSUE SHARES AS A NOMINEE
OF ANY OTHER PERSON AND THE APPLICATION IS MADE IN
YOUR OWN NAME, AS THE BENEFICIAL OWNER AND SUBJECT TO
THE RISKS REFERRED TO IN THIS PROSPECTUS, AND

- you authorise the Internet Participating Financial Institution to disclose
transfer to any person, including any government or regulatory authority
in any jurisdiction, us, Bursa Securities or other relevant parties in
connection with the Public Issue, all information relating to you if
required by any law, regulation, court order or any government or
regulatory authority in any jurisdiction or if such disclosure and transfer
is, in the reasonable opinion of the Internet Participating Financial
Institution, necessary for the provision of the Internet Share Application
services or if such disclosure is requested or required in connection with
the Public Issue. Further, the Internet Participating Financial Institution
will take reasonable precautions to preserve the confidentiality of
information relating to you furnished by you to the internet Participating
Financial Institution in connection with the use of the Internet Share
Application services.

Your application will not be successfully completed and cannot be recorded as a
completed application unless you have completed all relevant application steps
and procedures for the Internet Share Application which would result in the
internet financial services website displaying the Confirmation Screen.

For the purposes of this Prospecius, “Confirmation Screen” shall mean the
screen which appears or is displayed on the internet financial services website,
which confirms that the Internet Share Application has been completed and
states the details of your Internet Share Application, including the number of
Issue Shares applied for which can be printed out by you for your records.

Upon the display of the Confirmation Screen, you shall be deemed to have

confirmed the truth of the statements set out in Section 15.6.2(iii} of this
Prospectus.
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(v)

{vi)

{vii)

(viii)

You must have sufficient funds in your account with the Internet Participating
Financial Institution or the Authorised Finangial Institution at the time of making
the Internet Share Application, to cover and pay for the Issue Shares and the
related processing fees, charges and expenses, if any, to be incurred, failing
which the Internet Share Application wil not be deemed complete,
notwithstanding the display of the Confirmation Screen. Any Internet Share
Application which does not conform strictly to the instructions set out in this
Prospectus or any instructions displayed on the screens of the internet financial
services website through which the Internet Share Application is made shall be
rejected.

You irrevocably agree and undertake to subscribe for and to accept the number
of Issue Shares applied for as stated on the Confirrnation Screen or any lesser
number of Issue Shares that may be allotted or allocated 1o you in respect of the
Internet Share Application. In the event that we decide to allot or allocate any
lesser number of such Issue Shares or not to allot or allocate any Issue Shares
to you, you agree to accept our decision as final.

In the course of completing the Internet Share Application on the website of the
internet Participating Financial Institution, your confirmation of the number of
Issue Shares applied for {by way of your action of clicking the designated
hyperlink on the relevant screen of the website) shall be deemed to signify and
shall be treated as:-

- your acceptance of the number of Issue Shares that may be aliotted or
aliocated to you in the event that your Internet Share Application is
successful or successful in part, as the case may be; and

- your agreement to be bound by our Memorandum and Articles of
Association,

You are fully aware that multiple or suspected multiple Internet Share
Applications for the Issue Shares will be rejected. MIH on the authority of our
Board reserves the right to reject any Internet Share Application or accept any
Internet Share Application in part only without assigning any reason therefor. We
will give due consideration to the desirability of allotting or allocating the Issue
Shares to a reasonable number of applicants with a view to establishing a liquid
and adequate market for our Shares.

If your Internet Share Application is unsuccessful or successful in part only, MiH
shall inform the relevant Internet Participating Financial Institution of the
unsuccessful or partially successful Intemet Share Application within two {2)
Market Days after the balloting date. Where your Internet Share Application is
unsuccessful, the relevant Internet Participating Financial Institution will credit or
arrange with the Authorised Financial Institution to credit the full amount of the
appiication monies, in Ringgit Malaysia {without interest or any share of revenue
or other benefit arising therefrom) into your account with the Internet
Participating Financial Institution or the Authorised Financial Institution within two
(2) Market Days after receipt of written confirmation from MIH.
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{ix)

{x)

If your Internet Share Application is successful in part only, the relevant Internet
Participating Financial Institution wil} credit the balance of the application monies
in Ringgit Malaysia (without interest or any share or revenue or other benefit
arising therefrom) into your account with the Internet Participating Financial
Institution or the Authorised Financial Institution within two (2} Market Days after
receipt of written confirmation from MIH. We will, however, hold in reserve a
number of applications to replace any successfully balloted applications that are
subsequently rejected. If your application held in reserve is subseguently
rejected, your application monies will be refunded (without interest or any share
of revenue or other benefit arising therefrom) to you by MIH by way of cheques
issued and despatched by ordinary post or registered post. The cheque will be
issued to you within ten (10) Market Days from the day of the final ballot,

For applications that are held in reserve and which are subsequently
unsuccessful {or partly successful}, the Internet Participating Financial Institution
will credit into your account the application monies {or any part thereof but
without interest or any share of revenue or other benefit arising therefrom) within
two (2) Market Days after the receipt of confirmation from MIH.

Except where MIH is required to refund application monies, it is the sole
responsibility of the Internet Participating Financial Institution to ensure the
timely refund of application monies from unsuccessful or partially successful
internet Share Applications. Therefore, you are strongly advised to consult the
Internet Paricipating Financial Institution through which the application was
made in respect of the mode or procedure of enquiring on the status of the
Internet Sharte Application in order to determine the status or exact number of
Issue Shares allotted or allocated, if any, before trading of our Issue Shares on
Bursa Securities.

Internet Share Applications will be closed at 5.00 p.m. on 21 April 2011 or such
other date(s) as our Directors, Promoters, Selling Shareholders and OSK may in
their absolute discretion mutually decide. An Internet Share Application is
deemed to be received only upon its completion that is when the Confirmation
Screen is displayed on the internet financial services website. You are advised
to print out and retain a copy of the Confirmation Screen for record purposes.
Late Internet Share Applications will not be accepted.

You irrevocably agrees and acknowledge that the Internet Share Application is
subject to risk of electrical, electronic, technical and computer-related faults and
breakdowns, faults with computer software, problems occurring during data
transmission, computer security threats such as viruses, hackers and crackers,
fires, acts of God and other events beyond our control and the control of MiH or
the Internet Participating Financial Institutions and the Authorised Financial
Institution. 'f, in any such event, we, MIH and/or the Internet Participating
Financial Institution and/or the Authorised Financial Institution do not receive
your Internet Share Application and/or the payment therefor, or in the event that
any data relating to the Internet Share Application or the tape or any other
devices containing such data is lost, corrupted, destroyed or otherwise not
accessible, whether wholly or partially and for any reason whatsoever, you shall
be deemed not to have made an Internet Share Application and you shall have
no claim whatsoever against us, MIH or the Internet Participating Financial
Institution and the Authorised Financial Institution in relation to the Issue Shares
applied for or for any compensation, loss or damage whatsoever, as a
consequence thereof or arising therefrom.
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(xi}

(xii)

All your particulars in the records of the relevant Internet Participating Financial
Institution at the time you make your Intemet Share Application shall be deemed
to be true and correct, and we, MIH, the relevant Internet Participating Financial
Institutions and all other persons who, are entitled or allowed under the law to
such information or where you expressly consent to the provision of such
information shall be entitled to rely on the accuracy thereof.

You shall ensure that your personal particulars as recorded by both Bursa
Depository and the Internet Participating Financial Institution are correct and
identical. Otherwise, your Internet Share Application is liable to be rejected. The
notification letter on successful allotment or allocation will be sent to your
registered address last maintained with Bursa Depository. It is your responsibility
to notify the Internet Participating Financial Institution and Bursa Depository of
any changes in your personal particulars that may occur from time to time.

By making and completing an Internet Share Application, you are deemed to
have agreed that:-

- in consideration of us making available the Internet Share Application
facility to you through the Internet Participating nstitution acting as our
agents, the Internet Share Application is irrevocable;

- you have irrevocably requested and authorised us to register the Issue
Shares allotted or allocated to you for deposit info your CDS Account;

- neither us nor the Internet Participating Financial Institution shall be
liable for any delay, failure or inaccuracy in the recording, storage or
transmission or defivery of data relating to the Internet Share Application
to MIH or Bursa Depository due to any breakdown or failure of
transmission, delivery or communication facilites or due to any risk
referred to in Section 15.6.2(x) of this Prospectus or to any cause
beyond their control,

- you shall hold the Internet Participating Financial Institution harmless
from any damages, claims or losses whatsoever, as a consequence of
or arising from any rejection of your Internet Share Application by MIH,
us andfor the Internet Participating Financial Institution for reasons of
multiple application, suspected multiple application, inaccurate andfor
incomplete details provided by you, or any other cause beyond the
contro! of the Internet Participating Financial Institution;

- the acceptance of your offer to subscribe for the Issue Shares for which
your Internet Share Application has been successfully completed shall
be constituted by written notification in the form of the issue of a notice
of allotment by us or on our behalf and not otherwise, notwithstanding
the receipt of any payment by us or on our behalf,

- you are not entitled to exercise any remedy of rescission for
misrepresentation at any time after we have accepted your Internet
Share Application;

- in making the Internet Share Application, you have relied solely on the
information contained in this Prospectus. We, OSK and any other person
involved in the Public Issue shall not be liable for any information not
contained in this Prospectus which you may have refied on in making the
Internet Share Application; and
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- the acceptance of your Internet Share Application and the contract
resulting therefrom under the Public Issue shall be governed by and
construed in accordance with the laws of Malaysia, and the applicant
irrevocably submits to the jurisdiction of the courts of Malaysia.

(xiii)  The following processing fee per internet Share Application wilt be charged by
the respective Internef Participating Financial Institution:-

- Affin Bank Berhad {(www.affinOnline.com) - No fee will be charged for
application by their account holders;

- CIMB Investment Bank Berhad (www.eipocimb.com) — RM2.00 for
payment via CIMB Bank Berhad or via Malayan Banking Berhad;

- CIMB Bank Berhad (www.cimbclicks.com.my) - RM 2.00 for applicants
with CDS Accounts held with CIMB Investment Bank Berhad and
RM2.50 for applicants with CDS Accounts with other ADAs;

- Malayan Banking Berhad fwww.maybank2u.com.my) — RM1.00;

- RHB Bank Berhad (www.rhbbank.com.my) — RM2.50; and

- Public Bank Berhad (www.pbebank.com.my) — RM2.0C.

APPLICATIONS AND ACCEPTANCES

MIH, acting on the authority of our Board reserves the right not to accept your Application, if it
does not strictly comply with the instructions, or to accept your Application in part only without
assigning any reason therefor.

The submission of an Application Form does not necessarily mean that the Application will be
successful.

YOUR APPLICATION MUST BE FOR 100 ORDINARY SHARES OR MULTIPLES THEREOQF.

In the event of an over-subscription, acceptance of Applications shall be subject to a ballot to be
conducted in the manner approved by our Directors and on a fair and equitable basis. We will
give due consideration to the desirability of distributing our Shares to a reasonable number of
Applicants with a view of broadening our shareholding base to meet the public spread
requirements and to establish a liquid and adequate market for our Shares.

Pursuant to the ACE Market Listing Requirements, we are required to have at least 25% of our
enlarged issued and paid-up share capital that must be held by a minimum number of 200 public
shareholders holding not less than 100 Shares each, upon admission to the Official List of the
ACE Market of Bursa Securities. In the event that the above reguirement is not met pursuant to
the IPO, we may not be allowed to proceed with our Listing. !n the event thereof, your monies
paid in respect of your Applications will be returned without interest if the said permission for
listing and quotation is not granted. Applicants will be selected in a manner determined by our
Directors.

In the event of an under-subscription of Issue Shares by our eligible Directors, employees and
business associates/ persons who have contributed to the success of our Group, such Issue
Shares will be made available for Application by the Malaysian Public. Likewise, in the event of
an under-subscription of Issue Shares by the Malaysian Public, such Jssue Shares will be made
available for Application by our eligible Directors, employees and business associates/ persons
who have contributed to our success.
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IF YOUR APPLICATION IS REJECTED OR ACCEPTED IN PART ONLY, THE FULL AMOUNT
OR THE BALANCE OF THE APPLICATION MONIES, AS THE CASE MAY BE, WILL BE
REFUNDED WITHOUT INTEREST AND SHALL BE DESPATCHED BY REGISTERED POST
OR ORDINARY POST TO YOU WITHIN TEN {10) MARKET DAYS FROM THE DATE OF THE
FINAL BALLOT OF THE APPLICATION LISTS AT YOUR ADDRESS LAST MAINTAINED
WITH BURSA DEPOSITORY AT YOUR OWN RISK.

NO APPLICATION SHALL BE DEEMED TO HAVE BEEN ACCEPTED BY REASON OF THE
REMITTANCES HAVING BEEN PRESENTED FOR PAYMENT.

CDS ACCOUNTS

Pursuant to Section 14({1} of the Securities Industry {Central Depositories) Act, 1891, Bursa
Securities has prescribed the Shares as Prescribed Securities. In consequence thereof, the
share issued/ offered through this Prospectus will be deposited directly with Bursa Depository
and any dealings in these shares will be carried out in accordance with the Securities Industry
(Central Depository) Act, 1991 and Rules of Bursa Depository.

Following the above, in accordance with Section 29 of the Securities Industry (Central
Depositories) Act 1991, all dealings in our Shares will be by book entries through CDS Accounts.
Thus, we will not issue any share certificates to you.

Only if you have a CDS Account can you make an Application by way of an Application Form. If
you apply using an Application Form, you should state your CDS Account number in the space
provided in the Application Form and you shall be deemed to have authorised Bursa Depository
to disclose information pertaining to your CDS Account to MIH or us and any relevant regulatory
bodies, as the case may be. If you do not presently have a CDS Account, you should open a
CDS Account at an ADA prior to making an Application for our Shares.

Only if you have a CDS Account can you make an Application by way of an Electronic Share
Application. If you apply using an Electronic Share Application, you shall furnish your CDS
Account number to the Participating Financial Institution by way of keying in your CDS Account
number if the instructions on the ATM screen at which you enter your Electronic Share
Application require you to do so.

Only if you have a CDS Account can you make an Application by way of an Internet Share
Application. In certain cases, you can only make an Internet Share Application if you have a CDS
Account opened with the Internet Participating Financial Institution. Arising therewith, your CDS
Account number would automatically appear in the e-IPO online application form.

If you fail to comply with these specific instructions or there are inaccuracies in the CDS Account
number, arising from use of invalid, third party or nominee accounts, your application may be
rejected, If you are successful in your Application but fail to state your CDS Account number,
MIH, acting on the authority of our Board, reserves the right to reject your Application. MIH,
acting on the authority of our Board also reserves the right to reject any incomplete and
inaccurate Application. We may also reject your Application if your particulars provided in the
Application Forms, or in the case of Electronic Share Application or Internet Share Application, if
the records of the Participating Financial Institutions at the time of making the Electronic Share
Application or Internet Share Application, differ from those in Bursa Depository’s records, such as
your identity card number, name and nationality.
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NOTICE OF ALLOTMENT

If your Application is successful or partially successful, we will credit our Shares aliotied to you fo
your CDS accounts. We will despatch a notice of allotment to you at your address last
maintained with Bursa Depository at your own rigsk prior to our Listing. For Electronic Share
Applications or Internet Share Applications, the notice of allotment will be despatched to you at
your address last maintained with Bursa Depository at your own risk prior to our Listing. This is
the only acknowledgement of acceptance of your Application as we will not be issuing any share
certificate to you.

You must inform Bursa Depository of your updated address promptly by adhering to certain rules
and regulation of Bursa Depository, failing which we shall send the notification letter on your
allotment to your address last maintained with Bursa Depository.

You may also check the status of your applicatlon by logging on to MIH website at
http://www.mih.com.my or by calling your ADA at the telephone number as stated in
Section 15,10 of this Prospectus or MIH at (03)-7841 8000 or (03)-7841 8289, between five
{5) to ten (10} Market Days (during office hours only) after the balloting date.
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