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• Texland Sdn Berhad
• KC Contract Sdn Bhd
• Rising Heights Development Sdn Bhd
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• Woventex Sdn Bhd
• Woventex (Vietnam) Co., Ltd.
• Pan Pacific Straptex Sdn Bhd

Scientex Polymer Sdn Bhd
• Scientex Auto Industries Sdn Bhd
• Yamatex (Malaysia) Sdn Bhd
• Scientex Polymer (Japan) Co., Ltd.
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Scientex Incorporated Berhad
(Company No. 7867-P)
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5 Years Group Financial Highlights

Year Ended 31 July 2006 2005 2004 2003 2002
RM’000 RM’000 RM’000 RM’000 RM’000

Results

Revenue 586,316 507,572 341,149 250,088 200,103
Profit Before Taxation 44,376 35,984 22,960 10,480 10,253
Profit After Taxation 37,067 31,011 22,425 6,987 8,578
Profit Attributable to Shareholders 28,199 22,124 16,704 3,607 5,576

Group Assets

Non-Current Assets 363,108 322,169 292,409 339,099 349,295
Current Assets 228,703 209,721 209,795 146,053 136,517 

Total Assets Employed 591,811 531,890 502,204 485,152 485,812

Financed by

Share Capital 63,525 62,088 61,994 61,994 61,982
Reserves 197,772 173,594 166,272 203,675 203,516

261,297 235,682 228,266 265,669 265,498
Treasury Shares (849) (387) (387) (387) (387) 

Shareholders’ Equity 260,448 235,295 227,879 265,282 265,111
Minority Interest 95,024 92,740 78,061 67,907 73,530
Current Liabilities 174,712 156,681 143,908 97,111 84,091
Non-Current Liabilities 61,627 47,174 52,356 54,852 63,080

Total Funds Employed 591,811 531,890 502,204 485,152 485,812

Financial Statistic

Earnings Per Share (Sen) 45.14 ^ 35.75 ** 27.02 5.84 9.02 * 
Gross Dividend Per Share (Sen) 26.00 # 18.00 10.00 6.00 6.00
Net Tangible Assets Per Share (RM) 4.09 3.77 3.67 4.26 4.25
Net Gearing (times) 0.24 0.30 0.31 0.27 0.32
Return on Equity (%) 10.83 9.40 7.33 1.36 2.10

* Based on the weighted average number of ordinary shares in issue of 61,795,400
** Based on the weighted average number of ordinary shares in issue of 61,890,115
^ Based on the weighted average number of ordinary shares in issue of 62,477,028
# Include final dividend of 6% tax exempt for shareholders’ approval
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Profile Of The Board Of Directors

Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim
Chairman and Independent Non-Executive Director

Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim, a Malaysian,
aged 67, is an Independent Non-Executive Director and
Chairman of the Company. He was appointed to the Board as
Non-Executive Chairman on 20 June 2003. He is also the
Chairman of the Board’s Audit Committee, Nomination
Committee and Remuneration Committee. 

Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim graduated with
a Bachelor of Arts (Honours) Economics degree from
University of Malaya in 1963 and a Diploma in Economic
Development from Oxford University, United Kingdom in
1969.  He graduated with a Master of Arts in Economics from
Vanderbilt University, USA in 1974. 

He served as the Secretary General of Treasury, Ministry of
Finance for 3 years from 1991 to 1994 and as Managing
Director of Khazanah Nasional Berhad for 9 years from 1994
to 2003.  He was also a former Director of United Engineers
(Malaysia) Berhad, RHB Bank Berhad and former Chairman of
Renong Berhad. He is the Chairman of the Malaysian Institute
of Economic Research and Deputy President of the Malaysian
Economic Association. 

He also sits on the Board of Projek Lebuhraya Utara-Selatan
Berhad, PLUS Expressways Berhad, Projek Penyelenggaraan
Lebuhraya Berhad, Intelligent Edge Technologies Berhad,
Grand Battery Technologies Berhad, Standard Chartered
Bank Malaysia Berhad and Bandar Nusajaya Development
Sdn Bhd (formerly known as Prolink Development Sdn Bhd)
as Non-Executive Director and Chairman; and Manulife
Insurance Malaysia Berhad (formerly known as John Hancock
Life Insurance (Malaysia) Berhad) and Yayasan UEM as Non-
Executive Director.   

He does not have any family relationship with any Director
and/or major shareholder of the Company and has no conflict
of interest with the Company. He has no conviction for any
offences within the past 10 years.

Lim Teck Meng
Executive Deputy Chairman

Lim Teck Meng, a Malaysian, aged 69, is presently the
Executive Deputy Chairman of the Company. He was
appointed to the Board as Managing Director in September
1969 and he held this position until 6 November 2001 when
he was appointed as an Executive Chairman of the Company.
Subsequently, on 20 June 2003, he was re-designated as
Executive Deputy Chairman. He received his education in
Melaka and is a businessman with more than 35 years
experience in the polymer industry. He also has vast
experience in trading and property development. Through his
entrepreneurial skills, Lim Teck Meng has been responsible
and is instrumental to the growth of the Group. 

He is the father of Lim Peng Cheong and Lim Peng Jin, who
are also Directors and major shareholders of Scientex
Incorporated Berhad. He has no conflict of interest with the
Company and has no conviction for any offences within the
past 10 years. 

Lim Peng Jin
Managing Director

Lim Peng Jin, a Malaysian, aged 39, is currently the Managing
Director of the Company. He was appointed to the Board on
20 January 1995 as the Group Executive Director and was re-
designated as Managing Director on 6 November 2001. He
graduated with a Bachelor of Science (Honours) in Chemical
Engineering from the University of Tokyo, Japan in 1990. He
was attached to Yamato Chemical Industry Co., Ltd and Shin-
Etsu Chemical Co., Ltd in Japan for a year before joining the
Company in 1991. He had also completed a course in
Programme Management Development at Harvard University,
USA in 1998. Lim Peng Jin has local and international working
experience in the field of polymer and chemicals. He is also
the Managing Director of Scientex Packaging Berhad. 

He is the youngest son of Lim Teck Meng and the brother of
Lim Peng Cheong, who are also Directors and major
shareholders of Scientex Incorporated Berhad. He has no
conflict of interest with the Company and has no conviction
for any offences within the past 10 years. 

Lim Peng Cheong
Non-Independent Non-Executive Director

Lim Peng Cheong, a Malaysian, aged 44, is a Non-
Independent Non-Executive Director of the Company. He was
appointed to the Board as an Executive Director on 9
September 1988, and has held this position until 10
November 2003 when he was re-designated as Non-
Executive Director. He graduated with a Bachelor of Science
(Honours) in Business Studies from the City University,
London, UK in June 1984. He is also the Non-Executive
Chairman of Scientex Packaging Berhad and Executive
Director Operations of Malacca Securities Sdn Bhd.

He is the eldest son of Lim Teck Meng and the brother of Lim
Peng Jin, who are also  Directors and major shareholders of
Scientex Incorporated Berhad. He has no conflict of interest
with the Company and has no conviction for any offences
within the past 10 years. 
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Cham Chean Fong @ Sian Chean Fong
Independent Non-Executive Director

Cham Chean Fong, a Malaysian, aged 39, is an Independent
Non-Executive Director of the Company. He was appointed to
the Board on 24 May 2001 as a Non-Executive Director. He is
also a member of the Board’s Audit Committee, Nomination
Committee and Remuneration Committee. He graduated with
a LLB (Honours) from Bristol Polytechnic, U.K. in 1991 and
obtained a Certificate of Legal Practice in 1993. He was called
to Bar in September 1995 and since then, he has been in
private practice. Currently, he is a partner of a law firm in Kuala
Lumpur. He is also a Non-Executive Director of Scientex
Packaging Berhad and Lim Ah Soon Berhad.

He does not have any family relationship with any Director
and/or major shareholder of the Company and has no conflict
of interest with the Company. He has no conviction for any
offences within the past 10 years.

Hazimah Binti Zainuddin
Independent Non-Executive Director

Hazimah Binti Zainuddin, a Malaysian, aged 44, is an
Independent Non-Executive Director of the Company. She
was appointed as a Non-Executive Director of the Company
on 27 January 2004 as a nominee for Permodalan Nasional
Berhad. She was re-designated as Independent Non-
Executive Director on 7 November 2006. She graduated with
an Academically Qualified In Business Management Discipline
from University Technology MARA.  

Puan Hazimah is the Chairman of Federation of Women
Entrepreneur Associations of Malaysia (FEM) and a Board
Member of Malaysia External Trade Development Corporation
(Matrade). Besides this, she is also the President of Persatuan
Wanita Bumiputra Dalam Perniagaan & Profesyen Malaysia
(Peniagawati) and is actively involved with the National
Association of Women Entrepreneur of Malaysia (NAWEM).  

Puan Hazimah is the Founder and Managing Director of Hyrax
Oil Sdn Bhd which designs and develops top quality and high
performance automotive, industrial and specialty lubricants
and other petroluem derivatives.  Her astute business acumen
propelled Hyrax Oil to grow from strength to strength, now
exporting to 12 countries including to Australia, New Zealand,
Africa and the Middle East.

Over the years, Puan Hazimah received numerous accolades
for her contributions and achievements including  the Ernst &
Young Woman Entrepreneur Of The Year Malaysia 2002.  In
2004, she was the Project Director for the Antarctic Solo
Expedition 2004.  She organised the expedition and raised
funds for Datin Seri Paduka Sharifah Mazlina who achieved a
world record for crossing the South Pole.

Through her promotion of entrepreneurship, Puan Hazimah
has inspired many budding entrepreneurs, of both genders, to
venture into the business world.

She does not have any family relationship with any Director
and/or major shareholder of the Company and has no conflict
of interest with the Company. She has no conviction for any
offences within the past 10 years.

Tan Beng Chai
Executive Director

Tan Beng Chai, a Malaysian, aged 55, was appointed to the
Board as an Executive Director on 17 January 2003. He is
also a member of the Board’s Audit Committee and
Remuneration Committee. He began his career in 1981 as the
Company’s Company Secretary cum Accountant. He is
presently the Executive Director of the Company’s Polymer
Division and is actively involved in the key operational aspects
of the business of the Polymer Division. Currently, he is also
the Joint Company Secretary of the Company and Scientex
Packaging Berhad.  

He has more than 25 years of experience in the field of
corporate secretarial services, administration, corporate
finance, accounting and management. He is a Fellow Member
of the Malaysian Institute of Chartered Secretaries and
Administrators and a member of the National Institute of
Accountants, Australia. He also holds a Higher National
Diploma in Business Studies from Huddersfield Polytechnic,
U.K. and a Master of Arts Degree in Accounting and Finance
from the University of Lancaster, U.K. 

He does not have any family relationship with any Director
and/or major shareholder of the Company and has no conflict
of interest with the Company. He has no conviction for any
offences within the past 10 years.

Wong Mook Weng
Independent Non-Executive Director

Wong Mook Weng, a Malaysian, aged 74, is an Independent
Non-Executive Director of the Company. He was appointed to
the Board on 29 November 1969. He is also a member of the
Board’s Audit Committee and Nomination Committee. He
received his early education in Kuala Lumpur and is a
businessman with over 30 years experience of owning and
managing businesses dealing in property development,
manufacturing and trading. 

He does not have any family relationship with any Director
and/or major shareholder of the Company and has no conflict
of interest with the Company. He has no conviction for any
offences within the past 10 years.



Dear Shareholders,

“ “On behalf of the Board of Directors of Scientex
Incorporated Berhad, I am pleased to present the
Annual Report and Audited Financial Statements
of the Company and the Group for the financial
year ended 31 July 2006.

Chairman’s Statement
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Operating Results

I am pleased to report that the Group has once again
delivered a stellar performance, achieving Group’s
revenue of RM586.32 million, a notable increase of
15.5% over RM507.57 million achieved in the previous
financial year. This was mainly attributable to better
performance of the property and industrial packaging
divisions.

Reflecting the higher revenue, the Group’s net profit
rose by 27.5% to RM28.20 million from RM22.12
million recorded a year ago. Earnings per share
improved from 35.75 sen to 45.14 sen.

Dividends

During the year, we have declared two interim dividend
payments.  The first interim dividend of 5% tax exempt
was paid on 15 May 2006. The second interim
dividend of 5% less 28% tax, coupled with a special
dividend of 10% less 28% tax were paid on 15
November 2006.

In view of the continued good financial performance,
the Board is pleased to recommend a final dividend of
6% tax exempt for the year ended 31 July 2006.  This
dividend will be subject to your approval at the
forthcoming Annual General Meeting. If approved, the
total gross dividend payout would be 26 sen per share
for the whole year. This represents an increase of 8 sen
per share, vis-a-vis the previous year’s gross dividend
payout of 18 sen per share. 

In arriving at the dividend payments, the Board is
satisfied that a performance-based dividend policy can
be prudently maintained. The policy ensures satisfactory
return on investment to shareholders while at the same
time enables the Group to retain sufficient funds for
future capital requirement.

Corporate and Business Developments

For the year under review, the Company had
undertaken a series of share buy-back programme for
a total of 167,800 ordinary shares from the open
market at prices ranging from RM2.71 to  RM2.76. The
total consideration which amounted to RM0.46 million
was financed by internally generated funds. These
shares are being held as treasury shares.

In addition, on 22 March 2006, the Company had
acquired additional 2,000,000 ordinary shares of its
Second-Board listed subsidiary, Scientex Packaging
Berhad ("SciPack"), thereby increasing its equity
interest in SciPack to 48,368,586 ordinary shares,
representing 61.37% of the issued and paid-up share
capital of SciPack. This acquisition was made in view
of the expectation for SciPack’s positive earnings trend
in the longer term. The Board believes that the increase
in the equity holdings of SciPack will enhance the
future earnings of the Group.

Business Outlook and Prospects

Taman Scientex, the Group’s flagship project in Pasir
Gudang, Johor continues to perform well with good
take up rates from two new launches made during the
year. Our medium cost residential houses continue to
enjoy sustaining strong growth.

Consumer sentiment has somewhat been affected by
the surge in fuel prices which led to some inflationary
pressures as well as rising interest rates. These factors,
to some extent, have contributed to a more
challenging business environment for the property
market. 

However, we believe this to be a temporary setback, as
economic fundamentals of the country are still positive
with stable economic growth prospects. There remain
a strong underlying core demand for housing largely
due to the country’s young and growing population
and rising urbanisation. 

The continuing stiff competition among banks to
attract retail customers has led to more attractive
financing packages being offered. Therefore, we feel
that as long as financing packages remain attractive
and interest rates stay within a competitive range, the
Property Division will continue to enjoy demand from
homebuyers and investors.
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As such, the Board believes that there is still room for
growth in the residential property sector, particularly for
competitively-priced landed properties in preferred
locations.

The Industrial Packaging Division, through SciPack,
continued to be a major earnings driver for the Group.
During the year, SciPack has successfully completed
the construction of a new stretch film factory alongside
the existing stretch film complex in Pulau Indah,
Selangor. Three new extrusion stretch film machinery
were successfully installed and are now in operations.
This expansion exercise, costing some RM50 million
boosted additional 40,000 tonnes new capacity per
annum.

This strategic expansion will further strengthen the
Group's involvement in stretch film business,
reaffirming the Board’s vision in making SciPack one of
the world’s top stretch film producers. Together with
strapping bands, woven bags and the corrugated
boxes operations, SciPack will continue to strengthen
its position as an accomplished Global Packaging
Leader.

The Polymer Division which specialises in the
manufacturing of PVC leather cloth, PVC/PP &
PVC/PE foam, and TPO/PP foam sheets for
automotive instrument panels, door trims and head
lining for car manufacturers in the Asia Pacific region is
performing well despite operating in a challenging
environment and speculation of further price
reductions under the National Automotive Policy. 

The Malaysian Automotive Association has revised
downward the forecast on total vehicles sales to
520,000 units for 2006. Nonetheless, we are hopeful
that the slowdown in auto sales is cyclical and the
decline will stabilise in the medium term.  

In light of the above, we expect this division to perform
satisfactorily in the coming year given the sustainable
export sales and continuous efforts to expand our
customer base. We look forward to enhance our
competitive edge through increased productivity and
cost efficiency, while continuing to maintain high quality
in all our products. 

The joint-venture company, Cosmo Scientex (M) Sdn
Bhd ("Cosmo") which is involved in the manufacturing
and marketing of polyurethane adhesives for flexible
packaging industry had recently completed its RM7
million expansion project to increase its ester
production capacity in its existing plant.  

With the continued support from its parent company,
Mitsui Chemicals Group of Japan, Cosmo is able to
enjoy wide business coverage.  Cosmo is poised to
continue registering positive growth by penetrating into
new markets in the Middle East.

Corporate Governance

The application of and compliance with the principles
and best practices as set out in the Malaysian Code on
Corporate Governance has been disclosed in the
Annual Report, which includes a "Statement on
Internal Control" as required under Bursa Malaysia
Securities Berhad’s Listing Requirements.

The Board is fully committed to continuously improve
the standard of corporate governance practised
throughout the Group.

Acknowledgement 
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Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim
Chairman
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Pemegang-pemegang Saham yang dihormati,

“ “

Tinjauan Kewangan

Saya dengan sukacitanya melaporkan bahawa
Kumpulan sekali lagi mempamerkan prestasi
cemerlang, mencapai hasil Kumpulan sebanyak
RM586.32 juta, peningkatan ketara sebanyak 15.5%
melebihi RM507.57 juta yang dicapai dalam tahun
kewangan sebelum ini. Ini terutamanya disebabkan
oleh prestasi yang lebih baik dari bahagian harta dan
pembungkusan perusahaan kami.

Menggambarkan hasil yang lebih tinggi, keuntungan
bersih Kumpulan meningkat sebanyak 27.5% kepada
RM28.20 juta daripada RM22.12 juta yang direkodkan
tahun lepas. Perolehan setiap saham meningkat
daripada 35.75 sen kepada 45.14 sen.

Dividen

Dalam tahun di bawah kajian, kami telah
mengisytiharkan dua bayaran dividen interim. Dividen
interim pertama sebanyak 5% dikecualikan cukai telah
dibayar pada 15 Mei 2006. Dividen interim kedua
sebanyak 5% tolak 28% cukai, disertai dengan dividen
khas sebanyak 10% tolak 28% cukai telah dibayar
pada 15 November 2006. 

Memandangkan prestasi kewangan baik yang
berterusan, Lembaga dengan sukacitanya
mengesyorkan dividen akhir sebanyak 6%
dikecualikan cukai bagi tahun berakhir 31 Julai 2006.
Dividen ini akan tertakluk kepada kelulusan anda pada
Mesyuarat Agung Tahunan akan datang. Sekiranya
diluluskan, jumlah dividen kasar dibayar akan menjadi
26 sen setiap saham bagi tahun keseluruhan. Ini
mewakili peningkatkan sebanyak 8 sen setiap saham,
berbanding bayaran dividen kasar sebanyak 18 sen
setiap saham pada tahun sebelum ini.

Dalam menetapkan kadar dividen, Lembaga berpuas
hati bahawa polisi dividen berasaskan prestasi boleh
dikekalkan dengan berhemah. Polisi tersebut
memastikan pulangan ke atas pelaburan kepada
pemegang-pemegang saham adalah memuaskan
manakala pada masa yang sama membolehkan
Kumpulan untuk mengekalkan dana yang mencukupi
bagi keperluan modal masa hadapan.

Perkembangan Korporat dan Perniagaan

Bagi tahun di bawah kajian, Syarikat telah
melaksanakan beberapa siri program pembelian balik
saham bagi jumlah sebanyak 167,800 saham biasa
dari pasaran terbuka pada harga berkisar di antara
RM2.71 sehingga RM2.76. Jumlah balasan yang
berjumlah sebanyak RM0.46 juta telah dibiayai dengan
dana dihasilkan secara dalaman syarikat. Saham-
saham ini dipegang sebagai saham perbendaharaan.

Selain daripada itu, pada 22 Mac 2006, Syarikat telah
membeli 2,000,000 saham biasa tambahan anak
syarikatnya yang tersenarai di Papan Kedua, Scientex
Packaging Berhad ("SciPack"), dengan ini
meningkatkan kepentingan ekuitinya dalam SciPack
kepada 48,368,586 saham biasa, mewakili 61.37%
daripada modal saham SciPack yang diterbitkan dan
berbayar. Pembelian ini telah dibuat memandangkan
prospek pertumbuhan dan perolehan yang positif
SciPack dalam jangka masa panjang. Lembaga
percaya bahawa peningkatan dalam pemegangan
ekuiti SciPack akan menambahkan perolehan masa
hadapan Kumpulan.

Bagi pihak Lembaga Pengarah Scientex Incorporated
Berhad, saya dengan sukacitanya membentangkan Laporan
Tahunan dan Penyata Kewangan Teraudit Syarikat dan
Kumpulan bagi tahun kewangan berakhir 31 Julai 2006.
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Sambungan

Tinjauan dan Prospek Perniagaan

Taman Scientex, projek perdana Kumpulan di Pasir
Gudang, Johor terus memberi prestasi yang
menggalakkan dengan mendapat sambutan baik dari
pembeli-pembeli daripada dua pelancaran baru yang
dibuat  tahun ini. Perumahan kediaman kos sederhana
kami terus menikmati pertumbuhan kukuh yang stabil.

Sentimen pengguna sedikit sebanyak telah terjejas
oleh lonjakan dalam harga-harga minyak yang
membawa kepada beberapa tekanan inflasi serta
kenaikan kadar faedah. Faktor-faktor ini, sedikit
sebanyak telah menyumbang kepada suasana
perniagaan yang lebih mencabar bagi pasaran harta. 

Walau bagaimanapun, kami percaya ini cuma menjadi
halangan sementara, memandangkan asas ekonomi
negara masih positif dengan prospek pertumbuhan
ekonomi yang stabil. Masih terdapat permintaan teras
dasar yang kukuh bagi perumahan terutamanya
disebabkan populasi muda dan semakin bertambah
dalam negara dan peningkatan pembandaran. 

Persaingan sengit yang berterusan di kalangan bank-
bank untuk menarik pelanggan-pelanggan runcit telah
menyebabkan pakej pembiayaan yang lebih menarik
ditawarkan. Dengan itu, kami berasa bahawa selagi
pakej pembiayaan kekal menarik dan kadar faedah
masih lagi berada dalam julat berdaya-saing, Bahagian
Harta kami akan terus menikmati permintaan daripada
pembeli-pembeli rumah dan pelabur-pelabur.

Oleh yang demikian, Lembaga percaya bahawa masih
terdapat ruang bagi pertumbuhan dalam sektor harta
kediaman, terutamanya bagi harta-harta tanah yang
terletak di lokasi-lokasi terpilih berserta harga yang
kompetitif.

Bahagian Pembungkusan Perusahaan, melalui
SciPack, terus menjadi pemacu perolehan utama bagi
Kumpulan. Tahun ini, SciPack telah berjaya
menyiapkan pembinaan kilang saput regang baru di
sebelah kompleks saput regang sedia ada di Pulau
Indah, Selangor. Tiga buah mesin saput regang
penyemperitan baru telah berjaya dipasang dan kini
sedang beroperasi. Langkah pengembangan ini yang
menelan belanja sebanyak RM50 juta telah
melonjakkan 40,000 tan tambahan keupayaan baru
setahun.  

Pengembangan strategik ini akan selanjutnya
mengukuhkan penglibatan Kumpulan dalam
perniagaan saput regang, mengesahkan semula
wawasan Lembaga dalam menjadikan SciPack salah
satu pengeluar saput regang teratas dunia. Bersama
dengan operasi jalur pengikatan, beg tenunan dan
kotak-kotak karton, SciPack akan terus mengukuhkan
kedudukannya sebagai Peneraju Pembungkusan
Global terulung.

Bahagian Polimer kami yang mengkhusus dalam
pengilangan kain kulit PVC, busa PVC/PP & PVC/PE,
dan kepingan busa TPO/PP bagi panel-panel
instrumen automotif, kemasan pintu dan lapikan utama
bagi pengilang-pengilang kereta dalam rantau Asia
Pasifik memberi prestasi yang baik walaupun
beroperasi dalam suasana mencabar dan spekulasi
penurunan harga kereta selanjutnya di bawah Polisi
Automotif Negara. 

Persatuan Automotif Malaysia telah meramalkan
penurunan ke atas jumlah jualan kenderaan kepada
520,000 unit bagi tahun 2006. Namun demikian, kami
berharap bahawa kelembapan dalam jualan kereta
adalah berkitar dan kemerosotan akan stabil dalam
jangka masa sederhana.  

Berdasarkan yang di atas, kami menjangkakan
bahagian ini akan memberi prestasi yang memuaskan
pada tahun akan datang mengambil kira jualan eksport
yang dikekalkan dan usaha-usaha berterusan untuk
mengembangkan asas pelanggan kami. Kami
berharap untuk meningkatkan kelebihan daya-saing
kami melalui pertambahan produktiviti dan kecekapan
kos, sambil berterusan mengekalkan kualiti yang tinggi
dalam semua produk kami. 

Syarikat usahasama kami, Cosmo Scientex (M) Sdn
Bhd ("Cosmo") yang terlibat dalam pengilangan dan
pemasaran perekat poliuretane bagi industri
pembungkusan fleksibel baru-baru ini telah
menyiapkan projek pengembangannya berharga RM7
juta untuk meningkatkan keupayaan pengeluaran
esternya dalam loji sedia adanya.  
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Dengan sokongan berterusan daripada syarikat
induknya, Mitsui Chemicals Group di Jepun, Cosmo
mampu menikmati liputan perniagaan yang luas.
Cosmo bersedia untuk terus mencatatkan
pertumbuhan yang positif dengan menembusi
pasaran-pasaran baru di Timur Tengah.

Urus Tadbir Korporat

Penerapan dan pematuhan dengan prinsip dan
amalan terbaik sebagaimana dikemukakan dalam Kod
mengenai Urus Tadbir Korporat Malaysia telah
dinyatakan dalam Laporan Tahunan, yang
mengandungi "Penyata mengenai Kawalan Dalaman"
sebagaimana diperlukan di bawah Syarat-syarat
Penyenaraian Bursa Malaysia Securities Berhad.

Lembaga anda komited sepenuhnya untuk terus
meningkatkan piawaian urus tadbir korporat yang
diamalkan dalam seluruh Kumpulan.

Penghargaan

Bagi pihak Lembaga Pengarah, saya ingin
menyampaikan penghargaan saya kepada
pengurusan dan kakitangan Kumpulan bagi kerja keras
dan dedikasi mereka yang telah menyumbang kepada
prestasi baik Kumpulan. Kami sesungguhnya bernasib
baik mempunyai ramai profesional yang berkaliber dan
rajin bekerja untuk mencapai wawasan kami. Kami
juga ingin mengucapkan terima kasih kepada
pelanggan-pelanggan, pembekal-pembekal, rakan-
rakan perniagaan, pihak berkuasa kerajaan dan
pemegang-pemegang saham kami yang amat kami
hargai atas sokongan dan kepercayaan berterusan
mereka pada kami sejak sekian lama. 

Akhir sekali, ucapan penghargaan tulus ikhlas saya
kepada ahli-ahli Lembaga yang lain atas bimbingan,
sokongan dan kewibawaan berterusan mereka.

Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim
Pengerusi
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Polymer Division

The companies in the Polymer Division are involved in

the manufacturing and distribution of polyvinyl chloride

("PVC") leather for upholstery, car seat, arm rest, tool

bag, console, headlining and sun visor; thermoplastic

olefins ("TPO")/polypropylene ("PP") and PVC/PP foam

skin materials for instrument panel and door trim;

protein leather for upholstery and car seat; and

automotive tufted carpet.

In the financial year under review, the Malaysian

automotive industry experienced significant changes

brought about by liberalisation of the local car industry

and challenging market conditions. Lower domestic

demand, however, was mostly mitigated by higher

export sales of automotive interior products to Japan

and Australia. Hence, Polymer Division’s revenue for

the year of RM68.8 million was 9.2% lower than

previous year. However, profit before tax for the year

under review of RM3.3 million, was up 26% from last

year, thanks to a strategic and timely change in focus

to automotive products for the niche markets as well

as supply to high end marques which carry better

margins.

The Polymer Division continues to be one of the

leading suppliers to the marques like Proton, Perodua,

Naza, Honda, Nissan, Toyota, Daihatsu, Mitsubishi,

Mazda, Suzuki, Subaru, Yamaha, Ford, General

Motors, Kia and Hyundai. Sales of automotive interior

products now accounts for 80% of the Division’s total

revenue, much higher than the target of 75%

mentioned in the 2005 Annual Report. This impressive

achievement is mainly attributable to its innovative

products which are competitively priced and its timely

delivery.

In line with its vision to become a leading local

manufacturer of automotive products, we are raising

the performance bar again by aiming for the TS 16949

certification which is the highest internationally

renowned standard in the automotive products

industry. In August 2006, Yamatex (Malaysia) Sdn Bhd,

a wholly-owned subsidary  which manufactures tufted

carpet mats has successfully obtained the TS 16949

certification. This certification would enhance its

stature as a global supplier of automotive carpet mats. 



Overall view of
“Heliconia” Project

Casuarina Centre Water feature at “Amanpuri”
Show Village
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Property Division (Johor)

The general Johor's property market in 2006 registered
a moderate growth amidst increase of oil prices, base
lending rate and electricity tariffs. On the back of this
challenging market environment, the Johor's Property
Division continued to register sustainable turnover,
registering an impressive performance, with revenue
of RM101.6 million as compared to RM70.2 million
achieved last year.

Taman Scientex, the Group's flagship project in Pasir
Gudang, Johor comprises projects undertaken by
Scientex Quatari Sdn Bhd, Scientex Development (Pasir
Gudang) Sdn Bhd and Scientex Park (M) Sdn Bhd.

Residential Houses

Scientex Quatari Sdn Bhd held two new launches
during the financial year. In September 2005, the
Company held its first launch for the financial year on
Phase Q4 (Cassia) 222 units of double storey terrace
houses (16' x 60'), Phase Q5 (Heliconia) 270 units of
double storey terrace houses (16' x 60') and Phase Q6
320 units of double storey low medium cost houses (14'
x 55'). Phase Q4 enjoyed 99% take up rate whereas
Phases Q5 and Q6 each have been 95% sold off.

Meanwhile, Phase Q7 (Hamelia), which comprises 304
units of double storey terrace houses (16' x 60') was
launched in May 2006 and enjoyed 85% take up rate.

Construction at site has progressed ahead schedule of
completion. The Certificate of Fitness for Occupation
(“CFO”) for Phases Q1 and Q2 were obtained in
October 2005 while the CFO for Phase Q3 was
obtained in March 2006. These projects were
completed averagely 6 months earlier than as
scheduled.

A new and exciting development consisting cluster
semi-detached houses is expected soon. Scientex
Park (M) Sdn Bhd has submitted building plans for a
proposed development of cluster semi-detached
houses in Taman Scientex, which comprises 140 units
of cluster semi-detached houses.

Commercial Property

On the sales of commercial properties, the Division has
taken measures to provide attraction to draw in new
business activities and population to the development.
These include advance completion of various housing
projects and public and private facilities. Econsave
Hypermarket has been in operation since October
2004 and Kolej Komuniti Pasir Gudang is expected to
open for registration and intake during the first quarter
of 2007. These projects shall enhance the business
environment in Taman Scientex.

Meanwhile, Scientex Park (M) Sdn Bhd continues to
derive rental income from commercial properties that it
owns in Taman Scientex, these include Econsave Cash
and Carry, T S Hotel (Scientex) etc.

Future Outlook

The Division will continue to focus its effort to offer
affordable and quality houses to the majority of mass
population. With strong recognition in brand name,
solid fundamentals and a proven track record for
delivery, the Division expects to continue with
commendable growth for the financial year 2006/07.

The projects which are in the pipeline for financial year
2006/07 comprise Phase Q8, 1,139 units of double
storey terrace houses (16' x  60') and Phase Q6B, 384
units of double storey terrace houses (14' x 55').

Property Division (Malacca)

Plaza Pandan Malim Business Park (“the Park”)
developed by Malacca’s Property Division is
strategically located along Jalan Malim and is within the
centre of a bustling mixed urban centre.  The Park has
a total development commercial land area of 38 acres
of which approximately 50% had been developed. The
completion of upgrading works along Jalan Malim,
(part of Muar Simpang Empat Expressway) during the
financial year has improved accessibility to the Park.   

After having completed its Phases 1 and 2 and part of
Phase 3 of the Park, the Malacca’s Property Division
will further continue to embark on its development
plans for Phase 3. During the financial year, Phase 3-C
was successfully launched. The Malacca Property
Division is making plans to launch Phase 3–D in the
coming financial year.



Silo Storage System Loading Bay For Export Four Meter Winder



Continued

Scientex Incorporated Berhad ANNUAL REPORT 2006

21

Industrial Packaging Division

In the financial year under review, the Industrial

Packaging Division spearheaded by Scientex

Packaging Bhd (“SciPack”), turned in another year of

remarkable performance. Revenue grew by 14.8%

year-on-year to RM402.5 million due to higher sales

volume and increased selling prices of its products.

Pretax profit was 8.5% year-on-year higher at RM19.2

million in spite of higher crude oil prices which affected

the cost of its raw materials. Operating margins

remained healthy as a result of continuous reviews of

the Division’s cost base and control.

Stretch film production continues to drive this Division’s

earnings growth, accounting for about 75% of Group’s

revenue and profit before tax. SciPack has recently

completed a RM50 million expansion programme with

the installation of additional 40,000 tonnes per annum

capacity in a new plant located alongside its existing

plant in Pulau Indah. Three new extrusion stretch film

machinery had been installed and commissioned from

July to September 2006.

Aside from capacity growth, the Group expanded its

product range to include production of stretch hood

film, a better alternative to cardboard packaging.

Stretch hood film can be used to pack building

materials, appliances, bottled goods, food and

beverages. This will strengthen the profile on the

existing range of value added products which includes

specialty film, banding film and mini-roll for handheld

applications.

Strapping band production continues to enjoy support

from the Japanese joint-venture partners. Aside from

sharing their technical expertise, the Japanese

partners also buy strapping bands from SciPack.

Consistent orders and improvement in plant utilisation

should keep profits from this division healthy.

The woven bag operation in Vietnam which started

production in 2004, has started to generate a positive

contribution to the Group’s bottomline this year.

Production output increased by nearly 115% from last

financial year. The Vietnam plant has also shifted its

strategy to concentrate on producing more

Polypropylene Circular (PPC) Woven Fabrics instead of

PPC Woven Bags. The PPC Woven Fabric is then

converted into Laminated Woven Bags at the Melaka

plant. 

Moving ahead into financial year 2007, the

management would continue to pursue its strategic

plan to "Build a Sustainable Growth Platform" for the

Group. Mobilised in financial year 2006, the plan was

mooted to ensure the Group enjoy long term

sustainable earnings growth. One of the main building

blocks of this growth platform which is capacity

expansion, is already in place. Combined with its

dedicated and well trained work-force, SciPack is

another step closer to achieving its vision of being one

of the largest producers of stretch films in the world.



Cosmo Scientex (M) Sdn.
Bhd.’s Plant at Pulau Indah

Urethane Prepolymer Plant Laboratory
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Chemical Division

The joint-venture company, Cosmo Scientex (M) Sdn

Bhd (“Cosmo”) in which the Group has 30% equity

interest, is involved in the manufacturing and marketing

of polyurethane adhesives for the flexible packaging

company. The company started its trading operation in

the year 2002 and subsequently built the first urethane

prepolymer plant in Asean at Pulau Indah Industrial

Park, Selangor to cater for the increasing demand in

the region. The plant which started its commercial

production in August 2003 uses advanced computer-

controlled distribution system and information

technology system to produce its high quality

polyurethane adhesives. The plant also has an

advanced laboratory to provide technical service to its

customers at various countries at the fastest mode.

Manufacturing

The company achieved remarkable growth since its

operation in year 2002, registering  a turnover increase

from RM18.58 million in year 2003 to RM54.87 million

for the financial year ended 31 December 2005. During

the year, the production capacity for its esther based

products has reached its maximum limit, prompting

the company to further invest RM7 million to double its

esther production capacity in its existing plant. This

capacity expansion project had been completed in

April 2006 and started commercial production 1 month

later. The company has achieved its quality standard

requirement by obtaining ISO 9000:2000 during the

year.

Prospect

The soaring crude oil prices has led to a cascading

effect on every business operating costs, especially

petrochemical raw materials which production costs

are directly affected by oil prices. Nevertheless the

management of Cosmo is confident that it can

maintain and improve its performance in the coming

years.

With the latest technology transfer from its parent

company in Japan, Mitsui Chemicals Polyurethanes,

Inc. (formely known as Mitsui Takeda Chemicals, Inc.),

the company has recently introduced new high

performance adhesives to the Asean market, Sri

Lanka, and Bangladesh to improve its plummeting

profit margin due to the high raw materials costs.

The company has also made its presence felt in Middle

East countries last year where an agreement was

made with an established local agent. A technical

service centre in Egypt has also been established to

provide technical support to its customers.

Social commitment

The management of Cosmo values its social

commitment to the environment and thus plans to

achieve ISO14000 in year 2006.
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TERMS OF REFERENCE OF THE AUDIT COMMITTEE

Composition

1. The Audit Committee shall be appointed by the Board
from amongst the Directors and shall consist of not less
than three (3) members whereby at least one member
of the Audit Committee:

i) must be a member of the Malaysian Institute of 
Accountants ("MIA"); or

ii) if he is not a member of the MIA, he must have at 
least three (3) years' working experience and;

a) he must have passed the examinations 
specified in Part I of the First Schedule of the 
Accountants Act 1967; or

b) he must be a member of one of the 
associations of accountants specified in Part II 
of the First Schedule of the Accountants Act 
1967; or

iii) must hold a degree/masters/doctorate in 
accounting or finance and have at least three (3) 
years' post qualification experience in accounting 
and finance; or

iv) must have at least seven (7) years' experience
being a chief financial officer of a corporation or
having the function of being primarily responsible
for the management of the financial affairs of a
corporation. 

2. A majority of the Audit Committee members must be
Independent Directors.

3. No alternate Director is to be appointed as a member
of the Audit Committee.

4. The members of the Audit Committee must elect a
Chairman from amongst their number who is an
Independent Non-Executive Director.

5. If a member of the Audit Committee resigns, dies or for
any reason ceases to be a member resulting in the
number of the Committee members being reduced to
below three (3), the Board shall within three (3) months
of that event, appoint such number of new members as
may be required to make up the minimum number of
three (3) members.

6. The terms of office and performance of the Committee
and each of its members shall be reviewed by the
Board at least once every three (3) years.

Authority

The Audit Committee is authorised by the Board to:

i) investigate any matter within its terms of reference;

ii) have the resources which are required to perform its duties.

iii) have full and unrestricted access to any information
pertaining to the Company and shall have the resources
it requires to perform its duties. All employees are directed
to co-operate with any request made by the Audit
Committee.

iv) obtain outside legal or other independent professional
advice as necessary to assist the Audit Committee in
fulfilling its duties.

v) have direct communication channels with the external
auditors and person(s) carrying out the internal audit
function activity, if any.

vi) convene any meetings with the external auditors,
excluding the attendance of the executive members of
the Audit Committee, whenever deemed necessary.

Functions and Duties

The functions and duties of the Audit Committee include
the following:-

i) to review the following and report the same to the Board

a) with the external auditors, the audit plan;

b) with the external auditors, their evaluation of the 
system of internal controls;

c) with the external auditors, their audit report;

d) the assistance given by the employees of the 
Company to the external auditors;

e) the adequacy of the scope, functions and 
resources of the internal audit functions and that it 
has the necessary authority to carry out its work;

f) the internal audit programmes, processes, the 
results of the internal audit programmes, processes 
or investigation undertaken and whether or not 
appropriate action is taken on the 
recommendations of the internal audit function;

The Board of Directors ("Board") is pleased to present the report of the Audit Committee for the financial year ended 31 July 2006.

MEMBERSHIP

The members of the Audit Committee comprises the following directors :

CHAIRMAN
Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim
Independent Non-Executive Director

MEMBERS
Tan Beng Chai
Executive Director

Cham Chean Fong @ Sian Chean Fong
Independent Non-Executive Director

Wong Mook Weng
Independent Non-Executive Director
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g) the quarterly results and year-end financial 
statements of the Group and the Company, 
focusing particularly on:-

• changes in or implementation of accounting 
policies and practices;

• significant and unusual events;
• the going concern assumption; and
• compliance with accounting standards and 

other legal requirements; and

h) any related party transactions and conflict of 
interest situation that may arise within the Company 
or Group.

ii) to discuss problems and reservations arising from the final
audit, and any matter the auditors may wish to discuss (in
the absence of management where necessary).

iii) to consider the appointment of the external auditors, the
audit fee and any questions of resignation or dismissal.

iv) to consider any other functions or duties as may be
agreed to by the Audit Committee and the Board.

Meetings and Reporting Procedures 

The Audit Committee shall meet at least four (4) times in a
financial year. The Chairman may call for additional
meetings at any time at his discretion or if requested to do
so by any member or the internal or external auditors to
consider any matter within the scope and responsibilities of
the Committee. The quorum for a meeting shall consist not
less than two (2) members, the majority of those present
must be Independent Directors.

The Group Financial Controller, representative of the
external auditors, other Board members, employees and/or
external independent professional advisers may attend
meetings upon the invitation of the Audit Committee.

Notice of the proposed agenda for each meeting is
distributed in a timely manner to the members of the Audit
Committee. As a reporting procedure, the secretary of the
Audit Committee shall keep the minutes of each meeting
and circulate to the members of the Audit Committee and
Board and the Chairman of Audit Committee reports on
key issues discussed at each meeting to the Board.

ATTENDANCE OF AUDIT COMMITTEE MEETINGS

The details of attendance of each member in the Audit
Committee Meetings held during the financial year ended
31 July 2006 are as follows:-

Notes
* The meetings were held on 27 September 2005, 16

November 2005, 20 December 2005, 21 March 2006
and 29 June 2006.

ACTIVITIES UNDERTAKEN BY AUDIT COMMITTEE

The activities of the Audit Committee during the financial
year ended 31 July 2006 include the following:-

i) reviewed the Group's unaudited quarterly financial
results prior to submission to the Board for consideration
and approval.

ii) reviewed the Group’s year end audited financial
statements with the external auditors and recommended
the same to the Board for approval;

iii) discussed with the external auditors before the audit
commences, the nature and scope of the audit plan;

iv) discussed issues arising from the audit exercise and
reviewed the external auditors’ Memorandum of
Suggestion and management’s response;

v) reviewed the adequacy and relevance of the scope,
functions and internal audit processes as well as the
internal audit plan;

vi) reviewed the internal audit report presented by internal
auditors and considered the major findings and
recommendations of the internal audit consultants in
the Group’s operation and ensured significant findings
were adequately addressed by the management;

vii) reviewed any related party transactions that may arise
within the Group;

viii) reviewed the Audit Committee Report and Statement
on Internal Control for inclusion in the Annual Report.

ix) discussed on significant accounting and auditing
issues and impact of changes in accounting standards
issued by the Malaysian Accounting Standards Board.

INTERNAL AUDIT FUNCTION

The internal audit function is undertaken by BDO
Governance Advisory Sdn Bhd ("BDO") which provides the
Board with the assurance it requires in connection with the
adequacy and effectiveness of the system of internal
controls.  BDO independently reviews our system and
reports to the Audit Committee on a quarterly basis,
following a risk assessment done on the Group.  BDO
review of our internal controls in the key areas of our
Group’s businesses is based on internal audit strategy and
an annual audit plan presented to the Audit Committee for
approval.  A risk-based approach is adopted and the audit
strategy and plan is based on the risk profiles of the major
business units of the Group.

Number of Meetings 
attended by the

Committee Members /
Total Number of Meetings Percentage

Committee held during the financial (%) of
Members year ended 31 July 2006* Attendance

Tan Sri Dato' 5/5 100
Mohd Sheriff Bin
Mohd Kassim

Tan Beng Chai 5/5 100

Cham Chean Fong 5/5 100
@ Sian Chean Fong

Wong Mook Weng 3/3 100
(Appointed on 17/11/2005)
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1. DIRECTORS

Board of Directors

The Board is fully responsible for the effective control of
the Group. This includes responsibility for determining
the Group’s strategic plans for business performance,
overseeing the conduct of the business, identifying
principal risks and implementing appropriate steps to
manage these risks, succession planning of senior
management, implementing investor relations
programme and ensuring the systems of internal
control and management information system are in
place and are effective.

The Board has within it, professionals drawn from
various backgrounds bringing depth and diversity in
experience, expertise and perspectives to set forth a
synergy of strength in charting the directions of the
Group. The profile of the directors as presented on
pages 6 and 7 of the Annual Report demonstrate their
range of qualifications and experiences.

Composition of the Board

The Board currently has eight (8) members, comprising
three (3) Executive Directors including the Managing
Director, one (1) Non-Independent Non-Executive
Director and four (4) Independent Non-Executive
Directors. This is in compliance with the Listing
Requirements of Bursa Malaysia Securities Berhad
("Bursa Securities"), which require that at least one third
of the total number of Directors to be independent. 

The Executive Directors are responsible for implementing
the policies and decisions of the Board, overseeing the
operations and development of business and corporate
strategies. The Non-Executive Directors of calibre and
experience provide the necessary balance of power and
authority to the Board.  They ensure that all proposals by
management are fully deliberated and examined and
take into account the interests of shareholders, other
stakeholders and the communities in which the Group
conducts its businesses. The Independent Non-
Executive Directors fulfil their role by exercise of
independent judgement and objective participation in the
deliberations of the Board. Y.Bhg. Tan Sri Dato’ Mohd
Sheriff Bin Mohd Kassim is the Senior Independent Non-
Executive Director.

The roles between the Chairman and the Managing
Director are separated with clear distinction of
responsibilities to ensure that there is a balance of
power and authority. The Chairman plays a crucial
leadership and pivotal role for ensuring the Board

works effectively whilst the Managing Director has
overall responsibilities to ensure the Group’s business is
properly and efficiently managed and implements
Board policies and decisions.

Appointment and Re-election of Directors

The Company has in place formal and transparent
procedures for appointment of new Directors. These
procedures ensure that all nominees to the Board are
first considered by the Nomination Committee, taking
into account the required mix of skills and experience
and other qualities, before making a recommendation
to the Board.

In accordance with the Company's Articles of
Association, all Directors shall submit themselves for
re-election at least once in every three years in
compliance with the Listing Requirements of Bursa
Securities. The Articles of Association also provides
that one third (1/3) with a minimum of one (1) of the
Board shall retire from office and be eligible for re-
election at every Annual General Meeting .

The Director over seventy years of age is required to
submit himself for re-appointment annually in accordance
with Section 129(6) of the Companies Act, 1965.

Supply of Information

The Directors are provided with adequate agenda and
board papers on a timely manner prior to the Board
meetings to enable them to have sufficient time to
study and to obtain further explanations, where
necessary. These papers provide information such as
quarterly financial reports, minutes of meetings of
Committees of the Board and corporate issues.

The Directors in their individual capacity or as a full
Board have full access to all information pertaining to
the Group and advices and services of Company
Secretaries and senior management staff to aid in the
proper discharge of their statutory and fiduciary duties.
The Directors may engage independent professional
advice at the Company’s expense, in furtherance of
their duties, if deemed required.

Board Meetings

The Board meets regularly on a quarterly basis with
additional meetings convened as and when necessary.

During the financial year ended 31 July 2006, the Board
met five (5) times and the record of attendance of the
meetings is set out below :-
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The Board of Directors ("Board") of the Company recognises that the practice of good corporate governance in conducting
the business and affairs of the Group with integrity, transparency and professionalism are key components of the Group’s
continued growth and success. These will not only safeguard and enhance shareholders’ value but will at the same time
ensure that the interest of the stakeholders is protected. 

Set out below is a statement on how the Group has applied the Principles as set out in Part 1 and the Best Practices set
out in Part 2 of the Malaysian Code on Corporate Governance ("the Code").
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Notes
* The meetings were held on 27 September 2005, 

16 November 2005, 20 December 2005, 21 March 
2006 and 29 June 2006.

Directors' Remuneration

The details of the remuneration of the Directors of the
Company are as follow:

The details of the remuneration of the Directors of the
Company are as follows :

The number of Directors whose remuneration falls into
the following bands is as follows:-

Directors’ Training

All the directors have attended the Mandatory
Accreditation Programme prescribed by Bursa Securities. 

As part of the directors’ training programmes, a
budgeted amount has been provided for the directors
to attend relevant courses and workshops, to keep
abreast with current issues arising from the ever-
changing business environment.

During the financial year under review, the directors had
attended an in-house programme on the update of the
Financial Reporting Standards (“FRS”) and the impact
assessment on FRS implementation on the Group
conducted by Messrs Ernst and Young.

The Board Committees

The following committees have been established to
assist the Board to discharge its duties and
responsibilities. The Board has delegated certain
powers and duties to these committees, which operate
within the defined terms of reference.

(i) Audit Committee 

The Board has established an Audit Committee
comprising three (3) Independent Non-Executive
Directors and one (1) Executive Director. 

The present members of the Audit Committee of
the Company are:

The full particulars of the terms of reference and
report of the Audit Committee are provided on
pages 25 and 26 of this Annual Report.

(ii) Nomination Committee

The Nomination Committee was established on
18 November 2003. The present members of the
Nomination Committee of the Company are:

The Nomination Committee’s responsibilities, in
accordance with its terms of reference, include
recommending to the Board candidates for
appointment as Executive and Non-Executive
Directors and assisting the Board in annually
reviewing the required mix of skills and experience
and other qualities, including core competencies,
which the Non-Executive Directors should bring to
the Board. The Committee is also responsible to
assess the effectiveness of the Board as a whole,
the committees of the Board and the contribution
of each individual Director on an annual basis.
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Numbers of Meetings 
attended by the Directors /

Total Number of 
Meetings held during Percentage

the financial year (%) of
ended 31 July 2006* Attendance

Executive Directors
Lim Teck Meng 5/5 100
Lim Peng Jin 5/5 100
Tan Beng Chai 5/5 100

Non-Executive Directors
Tan Sri Dato' Mohd 4/5 80
Sheriff Bin Mohd Kassim
Lim Peng Cheong 5/5 100
Wong Mook Weng 5/5 100
Cham Chean Fong @ 5/5 100
Sian Chean Fong
Hazimah Binti Zainuddin 5/5 100

Bonuses & EPF
Salaries Fees Allowances Contribution Total

and other by Employer
Emoluments

RM RM RM RM RM

Executive
Directors 2,096,000 45,000 504,000 312,002 2,957,002

Non-Executive
Directors - 80,000 106,000 8,400 194,400

Number of Directors
Range of Executive Non-Executive
Remuneration Directors Directors

Below RM50,000 - 3
RM50,000 - RM100,000 - 1
RM100,001 – RM150,000 - 1
RM150,001 – RM200,000 1 -
RM1,050,001 – RM1,100,000 1 -
RM1,700,001 – RM1,750,000 1 -

Member Position

Tan Sri Dato’ Mohd Chairman
Sheriff Bin Mohd Kassim (Independent 

Non-Executive Director)

Tan Beng Chai Member
(Executive Director)

Cham Chean Fong @ Member (Independent
Sian Chean Fong Non-Executive Director)

Wong Mook Weng Member (Independent
Non-Executive Director)

Member Position

Tan Sri Dato’ Mohd Chairman
Sheriff Bin Mohd Kassim (Independent 

Non-Executive Director)

Cham Chean Fong @ Member (Independent
Sian Chean Fong Non-Executive Director)

Wong Mook Weng Member (Independent
Non-Executive Director)
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In carrying out its functions and duties, the
Nomination Committee shall in principle have full,
free and unrestricted access to the Company's
records, properties and personnel. The Committee
may obtain the services of professional recruitment
firms to source for the right candidate for
directorship, whenever necessary.

(iii) Remuneration Committee

The Remuneration Committee was established on
18 November 2003. The present members of the
Remuneration Committee of the Company are:

The Remuneration Committee, in accordance with
its terms of reference, shall have the responsibility
of determining the policy on remuneration for the
Directors. The Committee shall also review and
recommend to the Board the remuneration
packages of the Executive Directors as well as fees
and allowances for Non-Executive Directors.

In carrying out its duties and responsibilities, the
Remuneration Committee shall in principle have full,
free and unrestricted access to the Company's
records, properties and personnel. The Committee
may obtain the advice of external consultants on
the appropriateness of remuneration package and
other employment conditions, if required.

Remuneration Policy

The Remuneration Committee shall aim to ensure
that the remuneration is sufficient to attract and
retain the Directors needed to run the company
successfully. The Committee shall judge where to
position their company relative to other companies.
The Committee shall be aware of what comparable
companies are paying and shall take account of
relative performance.

In the case of Executive Directors, the component
parts of remuneration shall be structured so as to link
rewards to corporate and individual performance. In
the case of Non-Executive Directors, the level of
remuneration shall be linked to their experience and
the level of responsibilities undertaken. The
remuneration package for Non-Executive Directors
shall be determined by the Board as a whole. The
Director concerned shall abstain from deliberations
and voting on decisions in respect of his individual
remuneration package.

The remuneration package comprises a number of
separate elements such as base salary, allowance,
fee, bonus and other non-cash benefits.

2. SHAREHOLDERS 

The Board recognises the importance of transparency
and accountability to its shareholders and maintains an
effective communications policy that enables both the
Board and the management to communicate effectively
with its shareholders, stakeholders and the public.  The
policy effectively interprets the operations of the Group
to the shareholders and accommodates feedback from
shareholders, which are factored into the Group’s
business decision.

The Board communicates information on the
operations, activities and performance of the Group to
the shareholders, stakeholders and the public through
the following:-

(i) the Annual  Report, which  contains  the  financial  
and  operational  review of the Group’s business, 
corporate information, financial statements, and 
information on Board Committees and Board of 
Directors; 

(ii) various announcements made to the Bursa 
Securities, which includes timely released 
announcement on quarterly financial results of the 
Group;

(iii) the Company’s corporate website, 
www.scientex.com.my contains a separate section 
for shareholders or potential investors under 
"Investor Relations" where they can request for 
information. Information on the Group, its 
businesses, financial data, annual reports and 
investor updates can be easily downloaded from 
the website.

The Annual General Meeting ("AGM") serves as an
important means for shareholders’ communication.
Notice of the AGM and Annual Reports are sent to
shareholders twenty-one (21) days prior to the meeting.
The Board ensures each item of special business
included in the notice of meeting will be accompanied
by an explanatory statement on the effects of the
proposed resolution. At each AGM, the Board presents
the performance and progress of the Group and
provides shareholders with the opportunity to raise
questions pertaining to the Group.  The Directors and
senior management of the Company are present at the
AGM to respond to questions raised by the
shareholders. 

In addition, a press conference is held immediately
following the AGM where the Directors advise the press
of the resolutions passed, and answer relevant
questions on the Group.
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Member Position

Tan Sri Dato’ Mohd Chairman
Sheriff Bin Mohd Kassim (Independent 

Non-Executive Director)

Cham Chean Fong @ Member (Independent
Sian Chean Fong Non-Executive Director)

Tan Beng Chai Member
(Executive Director)
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3. ACCOUNTABILITY AND AUDIT

Financial Reporting

The Audit Committee reviews the Group’s quarterly
results and annual audited financial statements to
ensure accuracy, adequacy and completeness.
Thereafter, the said results and financial statements are
presented to the Board, who is responsible for ensuring
that the quarterly results and financial statements of the
Group present a balanced and fair assessment of the
Group’s position and prospects.

Internal Control and Risk Management 

The Board recognises the importance of risk
management both at the strategic and operational
level.  In addition, the Board acknowledges its
responsibilities in ensuring a sound system of internal
control covering the financial, operational and
compliance aspects of the business.  Information on
the Group’s internal control and risk management is
presented in the Statement on Internal Control set out
on page 31 of this Annual Report.

Relationship with Auditors

The Board has established formal and transparent
arrangements for maintaining appropriate relationships
with the Group’s Auditors, both internal and external.
Whenever the need arises, the Auditors would highlight
to both the Audit Committee and the Board, matters,
especially those pertaining to the area of risk
management and internal controls that would require
their attention and response. The role of the Audit
Committee in relation with the Auditors is described in
the Audit Committee Report.

4. DIRECTORS' RESPONSIBILITY STATEMENT

Paragraph 15.27(a) of the Listing Requirements of
Bursa Securities requires a statement explaining the
Board of Directors’ responsibility for preparing the
financial statements.

The Directors are responsible in the preparation of
financial statements prepared for each financial year to
give a true and fair view of the state of affairs of the
Group and the Company and of the results and cash
flows of the Group and the Company for the financial
year then ended.

In ensuring the preparation of these financial
statements, the Directors have:-
• adopted suitable accounting policies and apply 

them consistently;
• made judgments and estimates that are reasonable 

and prudent; and
• ensured that applicable approved accounting 

standards have been complied with.

The Directors are responsible for ensuring that proper
accounting and other records are kept which disclose
with reasonable accuracy at any time the financial
position of the Group and the Company and ensuring
that the financial statements comply with the
Companies Act, 1965, applicable Approved
Accounting Standards in Malaysia and Listing
Requirements of Bursa Securities.
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Introduction

The Malaysian Code on Corporate Governance stipulates that the Board of Directors of listed companies should maintain a
sound system of internal controls to safeguard shareholder’s investments and the Group’s assets. In pursuance thereof, the
Board of Directors (the "Board") of Scientex Incorporated Berhad is pleased to set out below its Statement on Internal Control
that was prepared in accordance with Bursa Malaysia’s Statement on Internal Control – Guidance for Directors of Public
Listed Companies and Paragraph 15.27(b) of the Bursa Malaysia Securities Berhad’s Listing Requirements which outlines
the nature and scope of internal control of the Group during the year.

Responsibility of Risk and Internal Control

The Board recognises the importance of ensuring a sound system of internal controls and effective risk management practices
to be in place in the organisation. The principal aim of the system of internal control is the management of business risks that
are significant to the fulfilment of the Group business objectives with a view of safeguarding shareholders’ investment and the
Group’s assets. Hence, the internal control system is designed to manage rather than to eliminate the risks that may impede
the achievement of the Group’s objectives. The system of internal control can only provide reasonable assurance of the Group
achieving its objectives and not absolute assurance against material misstatements and loss. The system of internal control
covers risk management and financial, organisational, operational and compliance controls. The Senior Management is
accountable to the Board for monitoring the Group’s internal control system on an ongoing review basis.

Risk Management

During the financial year, the Board has taken the initiative to develop and implement a more structured risk management
framework for the Group. The Group has outsourced its internal audit function to BDO Governance Advisory Sdn Bhd
("BDO") and the independent Internal Auditors has conducted a Risk Assessment Workshop with the objectives of gauging
our management perception towards risks and the Group’s risk exposure.

Internal Audit Function

BDO was appointed to perform the internal audit function of the Group. The internal audit function supports the Audit
Committee and the Board by identifying and evaluating risk exposures and also by providing an independent and objective
assurance regarding the adequacy and integrity of the internal control system. 

During the financial year, BDO has assisted the Board in identifying and evaluating various principal risk factors (financial and
non-financial) and the business functions that can potentially have impact on the Group’s objectives and continuity. 

Based on the risk assessment results, an audit plan was then developed to review the effectiveness of the Group’s system
of internal control to manage these principal risks. The audit plan is reviewed annually to take into account changes in risks
the Group may be exposed to as the Group’s objectives, the organisation and the environment in which it operates are
continuously evolving. This audit plan covering key business processes in the Group was reviewed and approved by the
Board and the Audit Committee. This process is regularly reviewed by the Board through its Audit Committee. 

In line with the approved audit plan, BDO shall independently review the system of internal control and report to the Audit
Committee on a quarterly basis.

Other Key Elements of Internal Control 

The other key elements of the Group’s internal control system are as follows:-

• The Group has clearly defined delegation of responsibilities to the various committees of the Board and to the
Management including an effective organisational structure and proper authority matrix.

• The Group has developed an Internal Control Guidelines, which is central to the Group’s internal control system. The
Internal Control Guidelines sets out the various key controls and process requirements across all functions and shall be
updated annually taking into consideration the changing risk profiles as dictated by changes in the business environment,
strategies and functional activities from time to time.

• The Managing Director, together with the respective management team, attend to various management meetings, and
review financial and operations reports in order to monitor the performance and profitability of their respective business
units.

• An annual budgeting process has also been established, whereby all key operating subsidiary companies of the Group
are required to prepare budgets and business plan for the coming year.  Actual performance compared with budget is
reviewed monthly with major variances being followed up and management action taken, where necessary.

• Internal control policies and procedures are in place and are regularly updated to reflect changing risks or resolve
operational deficiencies. Instances of non-compliance with such policies and procedures are reported thereon by its
internal auditors to the Board via the Audit Committee.

• The Board and Management are provided with quarterly performance report that gives comprehensive information on
financial performance and key business indicators for monitoring.

Weaknesses in Internal Control that Result in Material Losses

All internal control weaknesses identified during the period are being addressed and none of these weaknesses will result in
any material losses, contingencies or uncertainties that would require disclosure in the Group’s Annual Report. The Board is
of the view that the current system of internal control in place throughout the Group is sufficient to safeguard the Group’s
assets. The Board and Management maintain an ongoing commitment to strengthen the Group’s internal control
environment and processes.
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Exercise Price Warrants Exercised

Warrants 1996/2006 RM4.26 Nil

Warrants 2000/2006 RM2.49 1,436,700

1. Share Buy-backs
During the financial year ended 31 July 2006, the Company bought back 167,800 ordinary shares of its issued share
capital which are listed and quoted on the Main Board of Bursa Malaysia Securities Berhad. 

The details of share bought-back by the Company during the financial year ended 31 July 2006 are as follows:-

All the shares bought-back by the Company during the financial year were retained as treasury shares. 

2. Options, Warrants or Convertible Securities
During the financial year, the following warrants had been exercised:-

There were no options or convertible securities issued during the financial year under review.

3. American Depository Receipt ("ADR") or Global Depository Receipt ("GDR") Programme
The Company did not sponsor any ADR or GDR programme during the financial year.

4. Sanctions and/or Penalties
There were no public sanctions and/or penalties imposed on the Company and its subsidiaries, Directors or management
by any regulatory bodies during the financial year.

5. Non-Audit Fees
The amount of non-audit fees paid by the Company to the external auditors for the financial year ended 31 July 2006
were as follows:-

6. Profit Estimate, Forecast, Projection, and Variation in Results
There were no variations of 10% or more between the audited results for the financial year ended 31 July 2006 and the
unaudited results for the quarter ended 31 July 2006 of the Group previously announced.

The Company did not make any release on the profit estimate, forecast and projection for the financial year.

7. Profit Guarantee
The Company did not give any profit guarantee during the financial year.

8. Material Contracts
There were no material contracts entered into by or subsisting between the Company and its subsidiaries involving
Directors and major shareholders’ interests during the financial year ended 31 July 2006.

9. Revaluation Policy on Landed Properties
The Group revalues its landed properties every five (5) years or at shorter intervals whenever the market value of the
revalued assets has changed materially from their carrying value. The details of the Group’s properties are disclosed on
pages 94 to 96 of the Annual Report.

Name of Auditors Services Fees (RM)

Ernst & Young Review of Statement of 8,000
Internal Control
Review of impact of new 57,000
Financial Reporting Standards

BDO Governance Advisory Internal Audit 60,000
Sdn Bhd

Month No. of Shares Purchase Price Per Share Total
Purchased & (RM) Consideration
Retained As Lowest Highest Average (RM)

Treasury Shares Price Price Price

December 2005 1,000 2.76 2.76 2.78 2,781

July 2006 166,800 2.71 2.75 2.75 459,445

Total 167,800 462,226
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The directors have pleasure in presenting their report together with the audited financial statements of the Group and of the
Company for the financial year ended 31 July 2006.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding, letting of properties and provision of management services.

The principal activities of the subsidiaries are stated in Note 14 to the financial statements.

There have been no significant changes in the nature of the principal activities during the financial year.

RESULTS

Group Company
RM RM 

Profit after taxation 37,066,596 9,250,678
Minority interests (8,867,454) -

Net profit for the year 28,199,142 9,250,678

There were no material transfers to or from reserves or provisions during the financial year other than as disclosed in the
statements of changes in equity.

In the opinion of the directors, the results of the operations of the Group and of the Company during the financial year were
not substantially affected by any item, transaction or event of a material and unusual nature.

DIVIDENDS

The amount of dividends paid by the Company since 31 July 2005 were as follows:
RM

In respect of the financial year ended 31 July 2005 as reported in
the directors’ report of that year:

Final dividend of 11% less 28% taxation declared on 20 December 2005 4,970,529

In respect of the financial year ended 31 July 2006:

First interim dividend of 5% tax exempt declared on 21 March 2006 3,162,655

8,133,184

On 22 September 2006, the directors of the Company have declared a second interim dividend of 5% less 28% taxation and a
special dividend of 10% less 28% taxation amounting to a total dividend payable of approximately RM7,137,000 (11 sen net per
share). The dividend will be accounted for in equity as an appropriation of retained profits in the financial year ending 31 July 2007.

At the forthcoming Annual General Meeting, a final dividend in respect of the financial year ended 31 July 2006, of 6% tax
exempt will be proposed for shareholders’ approval. The financial statements for the current financial year do not reflect this
proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in equity as an appropriation of
retained profits in the financial year ending 31 July 2007.

DIRECTORS

The names of the directors of the Company in office since the date of the last report and at the date of this report are:

Tan Sri Dato' Mohd Sheriff bin Mohd Kassim
Lim Teck Meng
Lim Peng Jin
Lim Peng Cheong
Wong Mook Weng
Cham Chean Fong @ Sian Chean Fong
Tan Beng Chai
Hazimah Binti Zainuddin
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DIRECTORS' BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which the
Company was a party, whereby the directors might acquire benefits by means of the acquisition of shares in or debentures
of the Company or any other body corporate, other than as may arise from the warrants issued by the Company.

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than a
benefit included in the aggregate amount of emoluments received or due and receivable by the directors as shown in Note
7 to the financial statements or the fixed salary of a full-time employee of the Company) by reason of a contract made by the
Company or a related corporation with any director or with a firm of which he is a member, or with a company in which he
has a substantial financial interest, except as disclosed in Note 36 to the financial statements.

DIRECTORS' INTERESTS

According to the register of directors’ shareholdings, the interests of directors in office at the end of the financial year in shares,
options over shares and warrants of the Company and its related corporations during the financial year were as follows:

Number of Ordinary Shares of RM1 Each

1 August 31 July
2005 Acquired Disposed 2006

Scientex Incorporated Berhad

Direct
Tan Sri Dato' Mohd

Sheriff bin Mohd Kassim 20,000 17,000 - 37,000
Lim Teck Meng 25,000 - - 25,000
Lim Peng Jin 40,000 - - 40,000
Tan Beng Chai 48,000 - (9,000) 39,000
Wong Mook Weng 410,000 - - 410,000

Indirect
Lim Teck Meng 27,253,344 1,381,400 - 28,634,744
Lim Peng Cheong 24,042,058 1,113,600 - 25,155,658
Lim Peng Jin 24,058,644 1,150,600 - 25,209,244

Scientex Trading Sdn. Bhd.

Direct
Lim Teck Meng 300 - - 300

Scientex Packaging Berhad

Direct
Tan Sri Dato' Mohd

Sheriff bin Mohd Kassim 63,500 44,600 - 108,100
Lim Teck Meng 7,600 - - 7,600
Lim Peng Jin 1,056,070 - - 1,056,070
Tan Beng Chai 5,000 - - 5,000
Wong Mook Weng 3,000 - - 3,000

Indirect
Lim Teck Meng 46,388,486 3,023,500 - 49,411,986
Lim Peng Cheong 47,259,186 3,121,500 - 50,380,686
Lim Peng Jin 47,425,886 3,021,500 - 50,447,386
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DIRECTORS' INTERESTS (CONT’D)

Number of Warrants “B” 2000/2006*

Exercise 1 August Disposed/ 31 July
Price 2005 Acquired Exercised 2006

Scientex
Incorporated Berhad

Direct
Lim Teck Meng RM2.49 82,000 - - 82,000
Lim Peng Jin RM2.49 8,000 - - 8,000
Tan Beng Chai RM2.49 5,000 - - 5,000
Wong Mook Weng RM2.49 67,400 - - 67,400

Indirect
Lim Teck Meng RM2.49 6,826,000 3,905,200 (6,344,200) 4,387,000
Lim Peng Cheong RM2.49 4,668,200 3,905,200 (5,943,400) 2,630,000
Lim Peng Jin RM2.49 5,016,200 3,905,200 (5,943,400) 2,978,000

* Warrants "B" 2000/2006 will expire on 4 December 2006.

Lim Teck Meng, Lim Peng Jin and Lim Peng Cheong by virtue of their interest in shares in the Company are deemed
interested in shares of all the Company’s subsidiaries to the extent the Company has an interest.

None of the other directors in office at the end of the financial year had any interest in shares, warrants and options over
shares in the Company or its related corporations during the financial year.

ISSUE OF SHARES

During the financial year, the Company increased its issued and paid-up ordinary share capital from RM62,088,400 to
RM63,525,100 by way of the issuance of 1,436,700 ordinary shares of RM1 each for cash arising from the conversion of
Warrants "B" 2000/2006 at an exercise price of RM2.49 per share. The new ordinary shares issued during the financial year
rank pari passu in all respects with the existing ordinary shares of the Company.

TREASURY SHARES

On 20 December 2005, the shareholders of the Company approved the Company's proposal to repurchase its own shares
of up to 10% of its total issued and paid-up share capital. 

During the financial year ended 31 July 2006, the Company repurchased 167,800 ordinary shares of its issued share capital
from the open market at an average price of RM2.75 per share. The total consideration paid for the repurchase including
transaction costs was RM462,226. The repurchased shares are held as treasury shares in accordance with Section 67A of
the Companies Act 1965. 

As at 31 July 2006, the Company held 347,800 of its 63,525,100 issued and paid-up capital as treasury shares. None of the
treasury shares held were resold or cancelled during the financial year.

WARRANTS

The warrants 2000/2006 are constituted by a Deed Poll dated 17 July 2000 executed by the Company. The warrants were
listed on Bursa Malaysia Securities Berhad on 12 September 2000.

On 18 August 2000, a total of 10,396,776 SIB Warrants 1996/2001 representing 85.65% of the total SIB Warrants
1996/2001 in issue had been surrendered by the warrant holders for cancellation and replaced with SIB Warrants 2000/2006
(“Warrant B”). The remaining 1,741,824 SIB Warrants 1996/2001 which have not been surrendered (“Warrant A”) will remain
listed on the Main Board of Bursa Malaysia Securities Berhad based on existing terms, and will remain valid until expiry of
exercise period that is extended to 4 December 2006. 

The salient features and other terms of the warrants 2000/2006 are set out in Note 30 to the financial statements.
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WARRANTS (CONT’D)

The movement in the Company's warrants during the financial year were as follows:

Exercise 1 August Warrants 31 July
Price 2005 Converted 2006

Warrant A RM4.26 1,741,824 - 1,741,824
Warrant B RM2.49 10,396,776 (1,436,700) 8,960,076

OTHER STATUTORY INFORMATION

(a) Before the income statements and balance sheets of the Group and of the Company were made out, the directors took
reasonable steps:

(i) to ascertain that proper action had been taken in relation to the writing off of bad debts and the making of provision 
for doubtful debts and satisfied themselves that all known bad debts had been written off and that adequate provision 
had been made for doubtful debts; and

(ii) to ensure that any current assets which were unlikely to realise their value as shown in the accounting records in the 
ordinary course of business had been written down to an amount which they might be expected so to realise.

(b) At the date of this report, the directors are not aware of any circumstances which would render:

(i) the amount written off for bad debts or the amount of provision for doubtful debts in the financial statements of the 
Group and of the Company inadequate to any substantial extent; and

(ii) the values attributed to the current assets in the financial statements of the Group and of the Company misleading.

(c) At the date of this report, the directors are not aware of any circumstances which have arisen which would render
adherence to the existing method of valuation of assets or liabilities of the Group and of the Company misleading or
inappropriate.

(d) At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in this report or
financial statements of the Group and of the Company which would render any amount stated in the financial statements
misleading.

(e) As at the date of this report, there does not exist:

(i) any charge on the assets of the Group and of the Company which has arisen since the end of the financial year which 
secures the liabilities of any other person; or

(ii) any contingent liability of the Group and of the Company which has arisen since the end of the financial year.

(f) In the opinion of the directors:

(i) no contingent or other liability has become enforceable or is likely to become enforceable within the period of twelve 
months after the end of the financial year which will or may affect the ability of the Group and of the Company to 
meet their obligations as and when they fall due; and

(ii) no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the 
financial year and the date of this report which is likely to affect substantially the results of the operations of the Group 
and of the Company for the financial year in which this report is made.
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SIGNIFICANT AND SUBSEQUENT EVENTS

The significant and subsequent events are disclosed in Notes 37 and 38 to the financial statements.

AUDITORS

The auditors, Ernst & Young, have expressed their willingness to continue in office.

Signed on behalf of the Board in accordance with a resolution of the directors

LIM TECK MENG LIM PENG JIN

Shah Alam, Malaysia
7 November 2006
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We, Lim Teck Meng and Lim Peng Jin, being two of the directors of Scientex Incorporated Berhad, do hereby state that, in
the opinion of the directors, the financial statements set out on pages 41 to 93 are drawn up in accordance with applicable
MASB Approved Accounting Standards in Malaysia and the provisions of the Companies Act, 1965 so as to give a true and
fair view of the financial position of the Group and of the Company as at 31 July 2006 and of the results and the cash flows
of the Group and of the Company for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors

LIM TECK MENG LIM PENG JIN

Shah Alam, Malaysia
7 November 2006

I, Chang Siew Sian, being the officer primarily responsible for the financial management of Scientex Incorporated Berhad, do
solemnly and sincerely declare that the financial statements set out on pages 41 to 93 are in my opinion correct, and I make
this solemn declaration conscientiously believing the same to be true and by virtue of the provisions of the Statutory
Declarations Act, 1960.

Subscribed and solemnly declared by the
abovenamed Chang Siew Sian at Shah Alam
in the State of Selangor Darul Ehsan
on 7 November 2006

CHANG SIEW SIAN

Before me,
Hj Jaafar Hj Bahaman (B171)
Commissioner for Oaths
Shah Alam

Statutory Declaration
Pursuant to Section 169(16) of the Companies Act, 1965
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We have audited the accompanying financial statements set out on pages 41 to 93. These financial statements are the
responsibility of the Company's directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial statements and to report our
opinion to you, as a body, in accordance with Section 174 of the Companies Act, 1965 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 applicable Approved Standards on Auditing in Malaysia. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by the directors,
as well as evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion:

(a) the financial statements have been properly drawn up in accordance with the provisions of the Companies Act, 1965 and
applicable MASB Approved Accounting Standards in Malaysia so as to give a true and fair view of:

(i) the financial position of the Group and of the Company as at 31 July 2006 and of the results and the cash flows of 
the Group and of the Company for the year then ended; and

(ii) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements; and

(b) the accounting and other records and the registers required by the Act to be kept by the Company and by its subsidiaries
of which we have acted as auditors have been properly kept in accordance with the provisions of the Act.

We have considered the financial statements and the auditors’ reports of subsidiaries of which we have not acted as auditors,
as indicated in Note 14 to the financial statements, being financial statements that have been included in the consolidated
financial statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the financial statements of
the Company are in form and content appropriate and proper for the purposes of the preparation of the consolidated financial
statements and we have received satisfactory information and explanations required by us for those purposes.

The auditors' reports on the financial statements of the subsidiaries were not subject to any qualification material to the
consolidated financial statements and did not include any comment required to be made under Section 174(3) of the Act.

ERNST & YOUNG GEORGE KOSHY
AF: 0039 No. 1846/07/07(J)
Chartered Accountants Partner

Kuala Lumpur, Malaysia
7 November 2006
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Note 2006 2005
RM RM

Revenue 3 586,315,822 507,572,330

Cost of sales 4 (488,463,419) (423,558,554)

Gross profit 97,852,403 84,013,776

Other income 2,749,859 4,191,812

Selling and distribution expenses (26,714,636) (22,197,489)

Administration expenses (26,323,747) (27,979,046)

Profit from operations 5 47,563,879 38,029,053

Finance costs 8 (3,708,774) (3,537,732)

Share of profit from associates 521,075 1,492,558

Profit before taxation 44,376,180 35,983,879

Taxation 9 (7,309,584) (4,972,642)

Profit after taxation 37,066,596 31,011,237

Minority interests 31 (8,867,454) (8,886,995)

Net profit for the year 28,199,142 22,124,242

Basic earnings per share (sen) 10 45 36

The accompanying notes form an integral part of the financial statements.
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Note 2006 2005
RM RM

NON-CURRENT ASSETS

Property, plant and equipment 12 233,312,785 200,897,800
Land held for development 13 109,296,293 100,649,780
Investment in associates 15 13,813,029 13,382,871
Other investments 16 4,597,924 5,179,287
Intangible assets 17 2,088,292 2,058,899

363,108,323 322,168,637

CURRENT ASSETS

Property development costs 13 24,232,996 15,003,258
Inventories 18 60,858,447 66,857,353
Trade receivables 19 101,282,324 96,506,895
Other receivables 21 16,420,016 10,867,630
Cash and bank balances 23 25,909,642 20,485,877

228,703,425 209,721,013

CURRENT LIABILITIES

Sinking fund 24 24,477 4,973
Short term borrowings 25 65,157,706 81,340,816
Trade payables 26 88,343,560 59,823,065
Other payables 27 19,062,266 13,901,750
Tax payable 2,124,172 808,543
Redeemable preference shares 29 - 802,000

174,712,181 156,681,147

NET CURRENT ASSETS 53,991,244 53,039,866

417,099,567 375,208,503

FINANCED BY:

Share capital 30 63,525,100 62,088,400
Reserves 196,923,114 173,206,164

Shareholders' equity 260,448,214 235,294,564
Minority interests 31 95,024,223 92,739,909

355,472,437 328,034,473

Long term borrowings 25 23,984,518 9,411,044
Retirement benefit obligations 32 249,844 255,242
Deferred tax liabilities 33 37,392,768 37,507,744

Non-current liabilities 61,627,130 47,174,030

417,099,567 375,208,503

The accompanying notes form an integral part of the financial statements.
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Reserves
Non-Distributable Distributable

Capital Property Share Foreign Warrant
Share Share Redemption Revaluation Buyback Exchange Treasury and Other Retained

Capital Premium Reserves Surplus Reserves Reserves Shares Reserves Profits Total
RM RM RM RM RM RM RM RM RM RM

At 1 August
2004

As previously
stated 61,994,400 8,989,993 6,750,000 47,245,125 386,828 (111,191) (386,828) 460,816 102,549,401 227,878,544

Prior year
adjustment
(Note 40) - - - - - - - - (7,062,726) (7,062,726)

As restated 61,994,400 8,989,993 6,750,000 47,245,125 386,828 (111,191) (386,828) 460,816 95,486,675 220,815,818
Currency

translation
differences,
representing
net loss not
recognised in 
the ncome
statement - - - - - (263,428) - - - (263,428)

Redemption of
preference
shares - - 5,550,000 - - - - - (5,550,000) -

Issuance of
ordinary
shares
pursuant
to ESOS 94,000 101,520 - - - - - - - 195,520

Net profit for
the year - - - - - - - - 22,124,242 22,124,242

Dividends
(Note 11) - - - - - - - - (7,577,588) (7,577,588)

At 31 July
2005 62,088,400 9,091,513 12,300,000 47,245,125 386,828 (374,619) (386,828) 460,816 104,483,329 235,294,564

At 1 August
2005

As previously
stated 62,088,400 9,091,513 12,300,000 47,245,125 386,828 (374,619) (386,828) 460,816 112,539,629 243,350,864

Prior year
adjustment
(Note 40) - - - - - - - - (8,056,300) (8,056,300)

As restated 62,088,400 9,091,513 12,300,000 47,245,125 386,828 (374,619) (386,828) 460,816 104,483,329 235,294,564
Currency

translation
differences,
representing
net loss not
recognised
in the income
statement - - - - - (394,919) - - - (394,919)

Redemption
of preference
shares - - 1,200,000 - - - - - (1,200,000) -

Revaluation of 
land and
building - - - 1,898,882 - - - - - 1,898,882

Transfer from
deferred
taxation - - - 468,570 - - - - - 468,570

Acquisition of
treasury
shares - - - - - - (462,226) - - (462,226)

Transfer of
share buyback
reserves - - - - (386,828) - - - 386,828 -

Issuance of
ordinary
shares
pursuant to
warrants 1,436,700 2,140,685 - - - - - - - 3,577,385

Net profit for
the year - - - - - - - - 28,199,142 28,199,142

Dividends
(Note 11) - - - - - - - - (8,133,184) (8,133,184)

At 31 July
2006 63,525,100 11,232,198 13,500,000 49,612,577 - (769,538) (849,054) 460,816 123,736,115 260,448,214

The accompanying notes form an integral part of the financial statements.
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2006 2005
RM RM

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 44,376,180 35,983,879
Adjustments for:

Depreciation of property, plant and equipment 19,917,744 19,852,223
Reserves arising from consolidation realised - (116,184)
Amortisation of intangible assets 762,599 339,141
Amortisation of premium on acquisition of associates (140,471) (46,823)
Provision for retirement benefits 64,343 100,933
Provision for doubtful debts 165,973 70,082
Write back of provision for doubtful debts (87,357) (548,653)
Share of profit from associates (521,075) (1,492,558)
Property, plant and equipment written off 11,168,795 8,528
Impairment losses on building 374,350 -
Interest expense 3,708,774 3,537,732
Dividend (gross) income (82,847) (98,026)
Bad debts written off 163,409 24,845
Provision for impairment of investments in

unquoted shares 576,390 483,958
(Gain)/loss on disposal of:

- property, plant and equipment (1,315,459) (309,774)
- quoted shares (399) 23,805 
- subsidiaries - (1,165,089)

Interest income (278,476) (238,749)
Inventories written down 2,807,822 581,533
Unrealised (gain)/loss on foreign exchange (734,011) 36,370

Operating profit before working capital changes 80,926,284 57,027,173
Decrease/(increase) in inventories 3,191,082 (7,965,794)
(Increase)/decrease in development properties (7,428,999) 7,377,494
Increase in receivables (11,499,784) (5,951,088)
Increase in payables 33,221,189 6,502,746
Net movement in sinking fund 19,505 (6,420)

Cash generated from operations 98,429,277 56,984,111
Tax paid (5,190,661) (4,717,210)
Gratuity and retirement benefits paid (Note 32) (69,741) (180,183)

Net cash generated from operating activities 93,168,875 52,086,718
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2006 2005
RM RM

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of a subsidiary, net of cash and cash
equivalents acquired - (29,955)

Proceeds from disposal of subsidiaries - 1,037
Redemption of redeemable preference shares (Note 29) (802,000) (3,700,000)
Purchase of club membership - (136,000)
Purchase of additional shares in existing subsidiaries (5,551,123) (4,383,036)
Purchase of property, plant and equipment (Note 12) (61,119,500) (41,195,956)
Purchase of land held for development (Note 13) (10,447,250) (5,779,400)
Proceeds from disposal of other investments 409 1,509,407
Proceeds from disposal of property, plant and equipment 1,806,170 360,366
Dividend (net) received 65,194 76,307
Expenditure incurred on product development (Note 17) (73,008) (111,336)
Interest received 278,476 238,749

Net cash used in investing activities (75,842,632) (53,149,817)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of shares in a subsidiary
arising from:

- conversion of warrants - 12,639,341
- exercise of ESOS - 3,048,100

Proceeds from issuance of shares 3,577,383 195,520
Acquisition of treasury shares (462,226) -
Dividends paid to:

- shareholders of the Company (Note 11) (8,133,184) (7,577,588)
- minority shareholders of subsidiaries (Note 31) (2,563,419) (2,443,701)

Net drawdown/(repayment) of term loans 14,326,688 (29,180,642)
Net (repayment)/drawdown of short term borrowings (15,642,757) 22,102,034
Interest paid (3,708,774) (3,537,732)

Net cash used in financing activities (12,606,289) (4,754,668)

NET CHANGE IN CASH AND CASH EQUIVALENTS 4,719,954 (5,817,767)
CASH AND CASH EQUIVALENTS AT BEGINNING

OF YEAR 19,871,283 25,689,050

CASH AND CASH EQUIVALENTS AT END OF YEAR
(NOTE 23) 24,591,237 19,871,283

The accompanying notes form an integral part of the financial statements.
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Note 2006 2005
RM RM

Revenue 3 20,428,012 21,909,646

Other income 49,359 20,175,624

Administration expenses (4,853,651) (7,785,746)

Other operating expenses (2,611,312) (24,583,974)

Profit from operations 5 13,012,408 9,715,550

Finance costs 8 (574,885) (1,071,009)

Profit before taxation 12,437,523 8,644,541

Taxation 9 (3,186,845) (3,392,046)

Net profit for the year 9,250,678 5,252,495

The accompanying notes form an integral part of the financial statements.
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Note 2006 2005
RM RM

NON-CURRENT ASSETS

Property, plant and equipment 12 25,663,205 25,566,210
Investment in subsidiaries 14 135,238,196 129,682,073
Investment in associates 15 3,000,000 3,000,000
Other investments 16 3,823,238 4,399,628

167,724,639 162,647,911

CURRENT ASSETS

Other receivables 21 1,754,839 1,129,037
Amounts due from subsidiaries 22 1,273,668 17,853,071
Cash and bank balances 23 3,440,128 463,849

6,468,635 19,445,957

CURRENT LIABILITIES

Short term borrowings 25 3,700,000 21,200,000
Other payables 27 1,375,691 1,217,651
Amounts due to subsidiaries 28 30,849,283 25,110,170

35,924,974 47,527,821

NET CURRENT LIABILITIES (29,456,339) (28,081,864)

138,268,300 134,566,047

FINANCED BY:

Share capital 30 63,525,100 62,088,400
Reserves 70,133,358 66,958,323

Shareholders’ equity 133,658,458 129,046,723
Deferred tax liabilities 33 4,609,842 5,519,324

138,268,300 134,566,047

The accompanying notes form an integral part of the financial statements.
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Reserves
Non-Distributable Distributable

Property Share Warrant
Share Share Revaluation Buyback and Other Treasury Retained

Capital Premium Surplus Reserves Reserves Shares Profits Total
RM RM RM RM RM RM RM RM

At 1 August 2004 61,994,400 6,725,655 14,636,085 386,828 68,735 (386,828) 47,751,421 131,176,296
Issuance of

ordinary shares
pursuant to
ESOS 94,000 101,520 - - - - - 195,520

Net profit for the year - - - - - - 5,252,495 5,252,495
Dividends (Note 11) - - - - - - (7,577,588) (7,577,588)

At 31 July 2005 62,088,400 6,827,175 14,636,085 386,828 68,735 (386,828) 45,426,328 129,046,723
Shares buyback - - - - - (462,226) - (462,226)
Transfer of

share buyback
reserves - - - (386,828) - - 386,828 -

Transfer from
deferred
taxation - - 379,082 - - - - 379,082

Issuance of
ordinary shares
pursuant to
warrants 1,436,700 2,140,685 - - - - - 3,577,385

Net profit for the year - - - - - - 9,250,678 9,250,678
Dividends (Note 11) - - - - - - (8,133,184) (8,133,184)

At 31 July 2006 63,525,100 8,967,860 15,015,167 - 68,735 (849,054) 46,930,650 133,658,458

The accompanying notes form an integral part of the financial statements.
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2006 2005
RM RM

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 12,437,523 8,644,541
Adjustments for:

Depreciation of property, plant and equipment 516,369 458,497
Property, plant and equipment written off 576,875 -
Provision for impairment losses of investment in:

- subsidiaries - 2
- unquoted shares 576,390 483,958

Provision for doubtful debts - related company - 632,650
Bad debts written off - 13,217
Interest expense 574,885 1,071,009
Gain on disposal of subsidiaries - (3,226,205)
Loss on disposal of quoted shares - 229
Dividend (gross) income (Note 3) (14,088,139) (16,890,233)
Waiver of amounts due from/(to) subsidiaries 2,034,922 (16,938,460)
Write off of investment in subsidiaries - 24,100,006
Loss on disposal of property, plant and equipment 359 -
Interest income (7,145) (7,895)

Operating profit/(loss) before working capital changes 2,622,039 (1,658,684)
(Increase)/decrease in receivables (565,013) 65,444
Increase in payables 158,040 521,437
Net changes in related companies balances 20,283,594 3,501,954

Cash generated from operations 22,498,660 2,430,151
Taxes recovered 161,100 42,000

Net cash generated from operating activities 22,659,760 2,472,151

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of additional investments (5,556,123) (11,297,977)
Proceeds from disposal of shares in subsidiaries - 6,124,205
Proceeds from disposal of quoted shares - 2,143
Purchase of property, plant and equipment (Note 12) (1,190,598) (309,430)
Dividends (net) received 10,149,005 12,928,129
Interest received 7,145 7,895

Net cash generated from investing activities 3,409,429 7,454,965

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of shares 3,577,385 195,520
Acquisition of treasury shares (462,226) -
Dividends paid (Note 11) (8,133,184) (7,577,588)
Net repayment of borrowings (17,500,000) (1,755,215)
Interest paid (574,885) (1,071,009)

Net cash used in financing activities (23,092,910) (10,208,292)

NET CHANGE IN CASH AND BANK BALANCES 2,976,279 (281,176)
CASH AND BANK BALANCES AT BEGINNING

OF YEAR 463,849 745,025

CASH AND BANK BALANCES AT END OF YEAR
(NOTE 23) 3,440,128 463,849
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1. CORPORATE INFORMATION

The principal activities of the Company are investment holding, letting of properties and provision of management
services.

The principal activities of the subsidiaries are stated in Note 14.

There have been no significant changes in the nature of the principal activities during the financial year.

The Company is a public limited liability company, incorporated and domiciled in Malaysia and is listed on the Main
Board of Bursa Malaysia Securities Berhad. The registered office of the Company is located at Jalan Utas 15/7, 40000
Shah Alam, Selangor Darul Ehsan.

The number of employees in the Group and in the Company at the end of the financial year were 1,245 (2005: 1,237)
and 38 (2005: 34) respectively.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the
directors on 7 November 2006.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Preparation

The financial statements of the Group and of the Company have been prepared under the historical cost
convention unless otherwise indicated in the accounting policies below and comply with the provisions of the
Companies Act, 1965 and applicable MASB Approved Accounting Standards in Malaysia.

(b) Basis of Consolidation

(i) Subsidiaries

The consolidated financial statements include the financial statements of the Company and all its subsidiaries.
Subsidiaries are those companies in which the Group has power to exercise control over the financial and
operating policies so as to obtain benefits therefrom.

Subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition method of
accounting, the results of subsidiaries acquired or disposed off during the financial year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date of disposal,
as appropriate. The assets and liabilities of the subsidiaries are measured at their fair values at the date of
acquisition. The difference between the cost of an acquisition and the fair value of the Group’s share of the
net assets of the acquired subsidiaries at the date of acquisition is included in the consolidated balance sheet
as goodwill or reserve arising on consolidation.

Intragroup transactions, balances and resulting unrealised gains are eliminated on consolidation and the
consolidated financial statements reflect external transactions only. Unrealised losses are eliminated on
consolidation unless costs cannot be recovered.

The gain or loss on disposal of a subsidiary is the difference between net disposal proceeds and the Group’s
share of its net assets together with any unamortised balance of goodwill and exchange differences.

Minority interests in the consolidated balance sheet consist of the minorities’ share of the fair value of the
identifiable assets and liabilities of the acquiree as at acquisition date and the minorities’ share of movements
in the acquiree’s equity since then.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(b) Basis of Consolidation (Cont’d)

(ii) Associates

Associates are those entities in which the Group exercises significant influence but not control, through
participation in the financial and operating policy decisions of the entities.

Investments in associates are accounted for in the consolidated financial statements by the equity method of
accounting based on the audited or management financial statements of the associates.

Under the equity method of accounting, the Group’s share of profits less losses of associates during the
financial year is included in the consolidated income statement. The Group’s interest in associates is carried
in the consolidated balance sheet at cost plus the Group’s share of post-acquisition retained profits or
accumulated losses and other reserves.

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

(c) Goodwill/(Reserve) on Consolidation

Goodwill represents the excess of the cost of acquisition over the Group's interest in the fair value of the identifiable
assets and liabilities of a subsidiary or associate at the date of acquisition. Goodwill is stated at cost less
accumulated amortisation and impairment losses.  The policy for the recognition and measurement of impairment
losses is in accordance with Note 2(p).  Goodwill arising on the acquisition of subsidiaries is presented separately
in the balance sheet while goodwill arising on the acquisition of associates is included within the carrying amount
of investments in associates.

Goodwill is amortised on a straight-line basis over its estimated useful life of 5 years.

Reserve on consolidation represents the excess of the Group's interest in the fair value of the identifiable assets
and liabilities of a subsidiary or associate at the date of acquisition over the cost of acquisition.

Reserve on consolidation, not exceeding the fair values of the non-monetary assets acquired, is recognised in the
income statement over the weighted average useful life of those assets. Reserve on consolidation in excess of the
fair values of the non-monetary assets acquired is recognised immediately in the income statement.

To the extent that reserve on consolidation relates to expectation of future losses and expenses that are identified
in the plan of acquisition and can be measured reliably, but which are not identifiable liabilities at the date of
acquisition, that portion of reserve on consolidation is recognised in the income statement when the future losses
and expenses are recognised.

(d) Investments in Subsidiaries and Associates

Investments in subsidiaries and associates are stated at cost less impairment losses. The policy for the recognition
and measurement of impairment losses is in accordance with Note 2(p).

On disposal of such investments, the difference between net disposal proceeds and their carrying amounts is
recognised in the income statement.

(e) Property, Plant and Equipment and Depreciation

Property, plant and equipment are stated at cost or valuation less accumulated depreciation and impairment losses.
The policy for the recognition and measurement of impairment losses is in accordance with Note 2(p).

Revaluations are made at least once in every five years based on a valuation by an independent valuer on an open
market value basis. Any revaluation increase is credited to equity as a revaluation surplus, except to the extent that
it reverses a revaluation decrease for the same asset previously recognised as an expense, in which case the
increase is recognised in the income statement to the extent of the decrease previously recognised. A revaluation
decrease is first offset against unutilised previously recognised revaluation surplus in respect of the same asset and
the balance is thereafter recognised as an expense. Upon the disposal of revalued assets, the attributable
revaluation surplus remaining in the revaluation reserve is transferred to retained profits.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(e) Property, Plant and Equipment and Depreciation (Cont’d)

Freehold land and capital-work-in-progress are not depreciated. Long term leasehold land is depreciated over the
period of the respective leases which range from 52 years to 99 years.

Depreciation of other property, plant and equipment are provided for on a straight line basis to write off the cost of
each asset to its residual value over the estimated useful life, at the following annual rates:

Buildings 2%
Staff quarters and apartment 2%
Plant and machinery, tools and equipment 5% - 20%
Motor vehicles 20% - 25%
Office equipment, furniture and fittings 5% - 33%

Upon the disposal of an item of property, plant and equipment, the difference between the net disposal proceeds
and the net carrying amount is recognised in the income statements and the unutilised portion of the revaluation
surplus on that item is taken directly to retained profits.

(f) Product Development Expenditure

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

Expenditure on development activities is also recognised as an expense in the period incurred except when the
expenditure meet the following criteria where it will be capitalised as intangible assets:

(i) the product or process is clearly defined and costs are separately identified and measured reliably;

(ii) the technical feasibility of the product is demonstrated;

(iii) the product or process will be sold or used in-house;

(iv) the assets will generate future economic benefits (e.g. a potential market exists for the product or its 
usefulness in case of internal use is demonstrated); and

(v) adequate technical, financial and other resources required for completion of the project are available.

Development costs initially recognised as an expense are not recognised as an asset in subsequent periods.

Capitalised development expenditure is stated at cost less accumulated amortisation and impairment losses.
Amortisation is recognised as an expense in the income statement based on a straight-line basis over 5 years
commencing in the financial year in which the related sales of the products are recognised. The policy for the
recognition and measurement of impairment losses is in accordance with Note 2(p).

(g) Land Held for Development and Property Development Costs

(i) Land held for development

Land held for development consists of land where no development activities have been carried out or where
development activities are not expected to be completed within the normal operating cycle. Such land is
classified within non-current assets and is stated at cost less any accumulated impairment losses. The policy
for the recognition and measurement of impairment losses is in accordance with Note 2(p).

Land held for development is reclassified as property development costs at the point when development
activities have commenced and where it can be demonstrated that the development activities can be
completed within the normal operating cycle.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(g) Land Held for Development and Property Development Costs (Cont’d)

(ii) Property development costs

Property development costs comprise all costs that are directly attributable to development activities or that
can be allocated on a reasonable basis to such activities.

When the financial outcome of a development activity can be reliably estimated, property development
revenue and expenses are recognised in the income statement by using the stage of completion method. The
stage of completion is determined by the proportion that property development costs incurred for work
performed to date bear to the estimated total property development costs.

Where the financial outcome of a development activity cannot be reliably estimated, property development
revenue is recognised only to the extent of property development costs incurred that is probable will be
recoverable, and property development costs on properties sold are recognised as an expense in the period
in which they are incurred.

Any expected loss on a development project, including costs to be incurred over the defects liability period,
is recognised as an expense immediately.

Property development costs not recognised as an expense are recognised as an asset, which is measured at
the lower of cost and net realisable value.

(h) Construction Contracts

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

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

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

When the total of costs incurred on construction contracts plus, recognised profits (less recognised losses),
exceeds progress billings, the balance is classified as amount due from customers on contracts. When progress
billings exceed costs incurred plus, recognised profits (less recognised losses), the balance is classified as amount
due to customers on contracts.

(i) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average
or first-in first-out method, as appropriate. Cost incurred in bringing the following inventories to their present
location and condition is determined as follows:

Raw materials and consumables Cost of purchase.

Work-in-progress and Cost of raw materials, direct labour, other direct costs and 
finished products proportion of production overheads based on normal activity.

Properties held for sale Cost associated with the acquisition of land, direct costs and
appropriate proportions of common costs.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(j) Cash and Cash Equivalents

For the purpose of the cash flow statements, cash and cash equivalents include cash on hand and at banks and
deposits at call which have an insignificant risk of change in value, net of outstanding bank overdrafts.

(k) Provision for Liabilities

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

(l) Income Tax

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

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

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

(m) Employee Benefits

(i) Short term benefits

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

(ii) Defined contribution plans

As required by law, companies in Malaysia make contributions to the Employees Provident Fund. Some of the
Group's foreign subsidiaries make contributions to their respective countries' statutory pension schemes.
Such contributions are recognised as an expense in the income statement as incurred.

(iii) Defined benefit plans

The Group operates an unfunded, defined benefit Retirement Benefit Scheme (“the Scheme”) for all qualifying
staff who have been confirmed in service, which is based on number of years employed and equivalent
factoring units.  

The cost of retirement benefits under this scheme is determined based on actuarial valuation which is
conducted once in every five years using the Projected Unit Credit Method.  Past service costs and experience
adjustments in respect of the retirement benefit scheme are dealt with through the income statement
systematically over the expected remaining service lives of members and the current service cost are dealt
with in the income statement.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(m) Employee Benefits (Cont’d)

(iv) Equity compensation benefits

The Group's ESOS allows the Group’s employees to acquire ordinary shares of the Company. No
compensation cost or obligation is recognised. When the options are exercised, equity is increased by the
amount of the proceeds received.

(n) Revenue Recognition

Revenue is recognised when it is probable that the economic benefits associated with the transaction will flow to
the enterprise and the amount of the revenue can be measured reliably.

(i) Sale of goods

Revenue relating to sale of goods is recognised net of sales taxes and discounts upon the transfer of risks
and rewards.

(ii) Sale of properties

Revenue from sale of properties is accounted for by the stage of completion method as described in Note
2(g).

(iii) Building and civil works

Revenue from construction contracts is accounted for by the stage of completion method as described in
Note 2(h).

(iv) Dividend income

Dividend income is recognised when the right to receive payment is established.

(v) Rental and interest income

Rental and interest income from subsidiaries are recognised on an accrual basis; and interest income from
short-term deposits on maturity and sundry interest is recognised on receipt basis.

(vi) Revenue from services

Revenue from services rendered is recognised net of service taxes and discounts as and when the services
are performed.

(o) Foreign Currencies

(i) Foreign currency transactions

Transactions in foreign currencies are initially recorded in Ringgit Malaysia at rates of exchange ruling at the
date of the transaction. At each balance sheet date, foreign currency monetary items are translated into
Ringgit Malaysia at exchange rates ruling at that date. Non-monetary items initially denominated in foreign
currencies, which are carried at historical cost are translated using the historical rate as of the date of
acquisition and non-monetary items which are carried at fair value are translated using the exchange rate that
existed when the values were determined.

All exchange rate differences are taken to the income statement.

(ii) Foreign entities

Financial statements of foreign consolidated subsidiaries are translated at year-end exchange rates with
respect to the assets and liabilities, and at exchange rates at the dates of the transactions with respect to the
income statement. All resulting translation differences are recognised in equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and
liabilities of the Company and translated at the exchange rate ruling at the date of the transaction.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(o) Foreign Currencies (Cont’d)

(ii) Foreign entities (Cont’d)

The principal exchange rates used for each respective unit of foreign currency ruling at the balance sheet date
are as follows:

2006 2005 
RM RM

United States Dollar 3.66 3.75
Singapore Dollar 2.32 2.25
Yuan Renminbi 0.46 0.46
Japanese Yen 0.03 0.03

(p) Impairment of Assets

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

An impairment loss is recognised as an expense in the income statement immediately, unless the asset is carried
at a revalued amount. Any impairment loss of a revalued asset is treated as a revaluation decrease to the extent
of any unutilised previously recognised revaluation surplus for the same asset.

(q) Affiliated Companies

Affiliated companies refer to companies with common directors.

(r) Financial Instruments

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

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

(i) Other non-current investments

Non-current investments other than investments in subsidiaries and associates are stated at cost less impairment
losses. On disposal of an investment, the difference between net disposal proceeds and its carrying amount is
recognised in the income statement.

(ii) Receivables

Receivables are carried at anticipated realisable values. Bad debts are written off when identified. An estimate is
made for doubtful debts based on a review of all outstanding amounts as at the balance sheet date.  

(iii) Payables

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

(iv) Marketable securities

Marketable securities are carried at the lower of cost and market value, determined on an aggregate basis.
Cost is determined on the weighted average basis while market value is determined based on quoted market
values. Increases or decreases in the carrying amount of marketable securities are recognised in the income
statement. On disposal of marketable securities, the difference between net disposal proceeds and the
carrying amount is recognised in the income statement.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(r) Financial Instruments (Cont’d)

(v) Interest-bearing borrowings

Interest-bearing bank loans and overdrafts are recorded at the amount of proceeds received, net of
transaction costs.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. The amount of borrowing costs eligible for capitalisation is determined by applying a
capitalisation rate which is the weighted average of the borrowing costs applicable to the Group’s borrowings
that are outstanding during the financial year, other than borrowings made specifically for the purpose of
acquiring another qualifying asset. For borrowings made specifically for the purpose of acquiring a qualifying
asset, the amount of borrowing costs eligible for capitalisation is the actual borrowing costs incurred on that
borrowing during the period less any investment income on the temporary investment of funds drawndown
from that borrowing facility.

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

(vi) Redeemable preference shares

Redeemable preference shares are classified as liabilities in the balance sheet.

(vii) Equity instruments

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

3. REVENUE

Group Company

2006 2005 2006 2005
RM RM RM RM

Sale of goods 483,851,909 436,690,211 - -
Sale of properties 101,264,313 69,930,259 - -
Gross dividends from:

Subsidiaries - - 14,068,339 16,870,313
Quoted shares in Malaysia - 1,160 - 120
Unquoted shares in Malaysia 19,800 19,800 19,800 19,800

Rental income 1,059,800 810,900 212,400 632,400
Project management income

from subsidiaries - - 5,047,473 3,487,013
Management fees from:

Subsidiaries - - 960,000 780,000
Others 120,000 120,000 120,000 120,000

586,315,822 507,572,330 20,428,012 21,909,646

4. COST OF SALES

The cost of sales represents the cost of inventories sold and services rendered, construction contracts and property
development cost.
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5. PROFIT FROM OPERATIONS

Profit from operations is stated after charging/(crediting):

Group Company

2006 2005 2006 2005 
RM RM RM RM

Staff costs (Note 6) 34,269,537 32,651,990 2,649,094 2,421,955
Directors' fees 172,500 165,000 90,000 90,000
Non-executive directors’

other remuneration 114,400 114,400 36,000 36,000
Auditors’ remuneration:

- statutory audits 276,120 271,136 15,000 15,000
- other services 111,000 14,000 65,000 8,000

Amortisation of intangible
assets (Note 17) 762,599 339,141 - -

Amortisation of premium
on acquisition of associates (140,471) (46,823) - -

Insurance claims (13,670,672) - (576,875) -
Depreciation of property

plant and equipment 19,917,744 19,852,223 516,369 458,497
Property, plant and equipment 

written off 11,168,795 8,528 576,875 -
Impairment losses on building 374,350 - - -
Provision for retirement

benefits (Note 32) 64,343 100,933 - -
Inventories written down 2,807,822 581,533 - -
Provision for doubtful debts:

- trade debts 165,973 38,694 - -
- non-trade debts - 31,388 - 632,650

Write back of provision for
doubtful debts (87,357) (548,653) - -

Bad debts written off 163,409 24,845 - 13,217
Bad debts recovered (16,789) - - -
Rental of land and buildings 601,271 603,433 - -
Rental of plant, machinery

and motor vehicles 402,373 277,405 - -
Provision for impairment losses

of investment in unquoted shares 576,390 483,958 576,390 483,958
Waiver of amounts due from/

(to) subsidiaries - - 2,034,922 (16,938,460)
Write off of investment in

subsidiaries - - - 24,100,006
Net realised loss/(gain) on

foreign exchange 373,736 (439,011) - -
Unrealised (gain)/loss on

foreign exchange (734,011) 36,370 - -
Rental income (162,225) (163,900) - -
Interest income (278,476) (238,749) (7,145) (7,895)
Gross dividends from:

- quoted shares in Malaysia - (1,340) - -
- unquoted shares in Malaysia (63,047) (75,726) - -

Reserves arising from
consolidation realised - (116,184) - -

(Gain)/loss on disposal of:
- property, plant and equipment (1,315,459) (309,774) 359 -
- subsidiaries - (1,165,089) - (3,226,205)
- quoted shares in Malaysia (399) 23,805 - 229
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6. STAFF COSTS

Group Company

2006 2005 2006 2005
RM RM RM RM

Wages, salaries and other
emoluments 31,574,965 30,032,896 2,367,769 2,168,391

Employees Provident Fund -
defined contribution plan 2,694,572 2,619,094 281,325 253,564

34,269,537 32,651,990 2,649,094 2,421,955

Included in staff costs of the Group and of the Company are executive directors' remuneration amounting to
RM4,850,072 (2005: RM4,350,055) and RM582,400 (2005: RM589,132) respectively.

7. DIRECTORS' REMUNERATION

Group Company

2006 2005 2006 2005
RM RM RM RM

Directors of the Company
Executive:
Salaries and other emoluments 2,600,000 2,371,315 520,000 526,000
Fees 45,000 45,000 35,000 35,000
Employees Provident Fund -

defined contribution plan 312,002 271,443 62,400 63,132

2,957,002 2,687,758 617,400 624,132

Non-Executive (Note 5):
Other emoluments 106,000 106,000 36,000 36,000
Fees 80,000 80,000 55,000 55,000
Employees Provident Fund -

defined contribution plan 8,400 8,400 - -

194,400 194,400 91,000 91,000

Directors of Subsidiaries
Executive:
Salaries and other emoluments 1,780,160 1,558,113 - -
Fees 20,000 20,000 - -
Employees Provident Fund - 

defined contribution plan 157,910 149,184 - -

1,958,070 1,727,297 - -

Non-Executive
Fees 27,500 20,000 - -

Total 5,136,972 4,629,455 708,400 715,132
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7. DIRECTORS' REMUNERATION (CONT’D)

The number of directors of the Company whose total remuneration receivable from the Company and its subsidiaries
during the financial year fall within the following bands as analysed below:

Number of Directors

2006 2005

Executive directors:
RM150,001 - RM200,000 1 1
RM1,000,001 - RM1,050,000 - 1
RM1,050,001 - RM1,100,000 1 -
RM1,450,001 - RM1,500,000 - 1
RM1,700,001 - RM1,750,000 1 -

Non-Executive directors:
Below RM50,000 3 3
RM50,000 -  RM100,000 1 1
RM100,001 -  RM150,000 1 1

8. FINANCE COSTS

Group Company

2006 2005 2006 2005
RM RM RM RM

Interest expense on:
Bank overdrafts 59,896 57,434 937 3,629
Term loans 820,910 1,914,182 - 693,899
Other banking facilities 2,833,248 1,721,035 573,948 373,481

3,714,054 3,692,651 574,885 1,071,009

Less: Amount capitalised in
qualifying assets:

Property development
costs (Note 13) (5,280) (154,919) - -

3,708,774 3,537,732 574,885 1,071,009
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9. TAXATION

Group Company

2006 2005 2006 2005
RM RM RM RM

Tax expense for the year:
Malaysian income tax

- Current year 7,404,049 3,929,396 3,807,350 3,432,720
- Under/(over)provided

in prior years 26,055 (258,927) (90,105) 13,862
Foreign tax 17,223 71,124 - -

7,447,327 3,741,593 3,717,245 3,446,582

Deferred tax (Note 33):
Relating to origination and

reversal of temporary
difference (190,778) 949,861 (456,826) (56,926)

(Over)/underprovided in
prior years (178,353) 52,547 (73,574) 2,390

(369,131) 1,002,408 (530,400) (54,536)

Share of taxation of associates 231,388 228,641 - -

7,309,584 4,972,642 3,186,845 3,392,046

Domestic income tax of companies in the Group being Malaysian resident companies with paid-up capital of less than
RM2.5 million, is calculated at the following rates:

On the first RM500,000 chargeable income 20%
In excess of RM500,000 chargeable income 28%  

Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

A reconciliation of income tax expense applicable to profit before taxation at the statutory income tax rate to income
tax expense at the effective income tax rate of the Group and of the Company is as follows:

2006 2005
RM RM

Group

Profit before taxation 44,376,180 35,983,879

Taxation at Malaysian statutory tax rate of 28% (2005: 28%) 12,425,330 10,075,486
Income not subject to tax (1,246,231) (1,579,158)
Effect on income of first RM500,000 subject to tax rate of 20% (190,955) (238,617)
Effect of different tax rates in other countries 4,673 (56,912)
Double deduction on expenses (137,985) -
Expenses not deductible for tax purposes 1,122,551 666,171
Utilisation of previously unrecognised tax losses

and unabsorbed capital allowances (456,296) (144,005)
Utilisation of previously unrecognised unabsorbed

reinvestment allowances (2,017,106) (2,844,373)
Utilisation of current year's reinvestment allowances (2,142,169) (1,209,918)
Deferred tax assets not recognised during the year 100,070 597,362
Effect of utilisation of previously unrecognised other

deductible temporary differences - (87,014)
(Over)/underprovision of deferred tax in prior years (178,353) 52,547
Under/(over)provision of income tax in prior years 26,055 (258,927)

Tax expense for the year 7,309,584 4,972,642
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9. TAXATION (CONT’D)

2006 2005 
RM RM

Company

Profit before taxation 12,437,523 8,644,541

Taxation at Malaysian statutory tax rate of 28%
(2005: 28%) 3,482,506 2,420,471

Income not subject to tax (26,030) (6,413,286)
Expenses not deductible for tax purposes 304,541 7,183,182
Deferred tax assets not recognised - 185,427
Utilisation of previously unrecognised deferred tax assets (410,493) -
(Over)/underprovision of deferred tax in prior years (73,574) 2,390
(Over)/underprovision of income tax in prior years (90,105) 13,862

Tax expense for the year 3,186,845 3,392,046

Tax savings during the financial year arising from:

Group Company

2006 2005 2006 2005
RM RM RM RM

Utilisation of current year
tax losses - 419,247 - 408,696

Utilisation of tax losses
brought forward from
previous years 424,174 236,332 - -

As at 31 July 2006, the Company has tax exempt profits available for distribution of approximately RM8,402,000
(2005: RM11,545,000), subject to the agreement of the Inland Revenue Board.

As at 31 July 2006, the Company has sufficient tax credit under Section 108 of the Income Tax Act, 1967 and the
balance in the tax-exempt income account to frank the payment of dividends amounting to RM16,494,000 (2005:
RM14,421,000) out of its retained profits. If the balance of the retained profits of RM30,437,000 (2005: RM31,005,000)
were to be distributed as dividends prior to there being sufficient tax credit, the Company would have a Section 108
shortfall of approximately RM8,218,000 (2005: RM8,682,000).

10. EARNINGS PER SHARE

(a) Basic

Basic earnings per share is calculated by dividing the net profit for the year by the weighted average number of
ordinary shares in issue during the financial year, excluding treasury shares held by the Company.

2006 2005 

Net profit for the year (RM) 28,199,142 22,124,242
Weighted average number of ordinary shares in issue 62,477,028 61,890,115
Basic earnings per share (sen) 45 36
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10. EARNINGS PER SHARE (CONT’D)

(b) Fully diluted

Diluted earnings per share is calculated by dividing the adjusted net profit for the year by the adjusted weighted
average number of ordinary shares in issue and issuable during the financial year.

The Group has potentially dilutive ordinary shares arising from the conversion of warrants. The basis for the
maximum number of ordinary shares of RM1 each to be issued on the conversion of the warrants, the respective
latest dates for conversion and their respective prices are mentioned in Note 30. 

2006 2005 

Net profit for the year (RM) 28,199,142 22,124,242 
Weighted average number of ordinary shares in issue 62,477,028 61,890,115
Number of shares that would have been issued due

to the conversion of warrants at no consideration 907,441 -
Adjusted weighted average number of ordinary shares

in issue 63,384,469 61,890,115
Diluted earnings per share (sen) 44 36

In the prior year, the outstanding warrants had been excluded from the computation of fully diluted earnings per
RM1 ordinary share as their conversion to ordinary shares should be anti-dilutive. The assumed conversion would
be anti-dilutive as the conversion price is higher than the fair value of the ordinary shares.

11. DIVIDENDS

Amount Net Dividends per Share

2006 2005 2006 2005
RM RM Sen Sen

Final dividend of 10% less 
28% taxation in respect of
the financial year ended
31 July 2004 - 4,457,405 - 7

Interim dividend of 7% less
28% taxation in respect of
the financial year ended
31 July 2005 - 3,120,183 - 5

Final dividend of 11% less
28% taxation in respect of
the financial year ended
31 July 2005 4,970,529 - 8 -

First interim dividend of 5%
tax exempt in respect of
the financial year ended
31 July 2006 3,162,655 - 5 -

8,133,184 7,577,588 13 12

On 22 September 2006, the directors of the Company have declared a second interim dividend of 5% less 28%
taxation and a special dividend of 10% less 28% taxation amounting to a total dividend payable of approximately
RM7,137,000 (11 sen net per share). The dividend will be accounted for in equity as an appropriation of retained profits
in the financial year ending 31 July 2007.

At the forthcoming Annual General Meeting, a final dividend in respect of the financial year ended 31 July 2006, of 6%
tax exempt will be proposed for shareholders’ approval. The financial statements for the current financial year do not
reflect this proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in equity as an
appropriation of retained profits in the financial year ending 31 July 2007.
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12. PROPERTY, PLANT AND EQUIPMENT

Plant and Office
Land machinery, equipment, Capital

and tools and furniture Motor work-in-
buildings* equipment and fittings vehicles progress Total

RM RM RM RM RM RM

Group

Cost/Valuation

At 1 August 2005 88,030,453 210,280,061 13,302,996 4,085,577 15,193,009 330,892,096 
Additions 8,464,673 29,463,835 4,962,538 1,068,477 17,159,977 61,119,500
Disposals (234,566) (3,006,848) (140,475) (747,226) - (4,129,115)
Write off (640,972) (30,317,404) (1,268,362) (15,000) - (32,241,738)
Revaluation 4,579,195 - - - - 4,579,195
Transfer from

capital work-
in-progress 72,946 10,145,398 126,130 - (10,344,474) - 

Exchange
differences (271,769) (388,834) (19,945) (17,694) (8,134) (706,376)

At 31 July 2006 99,999,960 216,176,208 16,962,882 4,374,134 22,000,378 359,513,562

Representing:
At cost 1,006,362 216,176,208 16,962,882 4,374,134 22,000,378 260,519,964
At valuation 98,993,598 - - - - 98,993,598

99,999,960 216,176,208 16,962,882 4,374,134 22,000,378 359,513,562

Accumulated
Depreciation
and Impairment
Losses

At 1 August 2005
Accumulated

depreciation 7,218,479 111,905,005 7,701,373 3,169,439 - 129,994,296
Charge for the

year 1,652,557 16,466,857 1,517,182 281,148 - 19,917,744
Disposals (186,644) (2,763,642) (108,966) (579,153) (3,638,405)
Write off (64,097) (20,086,593) (907,253) (15,000) - (21,072,943)
Impairment losses 374,350 - - - - 374,350
Revaluation 978,169 - - - - 978,169
Exchange

differences (62,729) (262,217) (12,216) (15,272) - (352,434)

At 31 July 2006 9,910,085 105,259,410 8,190,120 2,841,162 - 126,200,777
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12. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Plant and Office
Land machinery, equipment, Capital

and tools and furniture Motor work-in-
buildings* equipment and fittings vehicles progress Total

RM RM RM RM RM RM

Group (Cont’d)

Accumulated
Depreciation
and Impairment
Losses

Analysed as:
Accumulated

depreciation 9,535,735 105,259,410 8,190,120 2,841,162 - 125,826,427
Accumulated

impairment
losses 374,350 - - - - 374,350

9,910,085 105,259,410 8,190,120 2,841,162 - 126,200,777

Net Book Value

At 31 July 2006
At cost 924,589 110,916,798 8,772,762 1,532,972 22,000,378 144,147,499
At valuation 89,165,286 - - - - 89,165,286

90,089,875 110,916,798 8,772,762 1,532,972 22,000,378 233,312,785

At 31 July 2005
At cost 41,329,101 98,375,056 5,601,623 916,138 15,193,009 161,414,927
At valuation 39,482,873 - - - - 39,482,873

80,811,974 98,375,056 5,601,623 916,138 15,193,009 200,897,800

Depreciation
charge for 2005 1,475,478 16,558,686 1,457,485 360,574 - 19,852,223

Details at
1 August 2004

Cost 32,329,253 174,377,784 11,689,954 4,151,726 22,847,407 245,396,124
Valuation 43,387,176 - - - - 43,387,176
Accumulated

depreciation 7,364,940 96,436,701 6,674,779 3,409,161 - 113,885,581
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12. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Land and Buildings*
Long term Staff

Freehold leasehold quarters and
land land Buildings apartment Total
RM RM RM RM RM

Group

Cost/Valuation
At 1 August 2005 1,828,737 37,546,414 47,648,940 1,006,362 88,030,453
Additions - - 8,464,673 - 8,464,673 
Disposals - - (234,566) - (234,566)
Write off - - (640,972) - (640,972)
Revaluation 73,077 4,059,433 446,685 - 4,579,195
Transfer from capital

work-in-progress - - 72,946 - 72,946 
Exchange differences - (110,950) (160,819) - (271,769)

At 31 July 2006 1,901,814 41,494,897 55,596,887 1,006,362 99,999,960

Representing:
At cost - - - 1,006,362 1,006,362
At valuation 1,901,814 41,494,897 55,596,887 - 98,993,598

1,901,814 41,494,897 55,596,887 1,006,362 99,999,960

Accumulated Depreciation
and Impairment Losses

At 1 August 2005
Accumulated depreciation - 1,906,938 5,249,046 62,495 7,218,479
Charge for the year - 558,299 1,074,980 19,278 1,652,557
Disposals - - (186,644) - (186,644)
Write off - - (64,097) - (64,097)
Impairment losses - - 374,350 - 374,350
Revaluation - 642,463 335,706 - 978,169
Exchange differences - (17,045) (45,684) - (62,729)

At 31 July 2006 - 3,090,655 6,737,657 81,773 9,910,085

Analysed as:

Accumulated depreciation - 3,090,655 6,363,307 81,773 9,535,735
Accumulated impairment losses - - 374,350 - 374,350

- 3,090,655 6,737,657 81,773 9,910,085

Net Book Value

At 31 July 2006
At cost - - - 924,589 924,589
At valuation 1,901,814 38,404,242 48,859,230 - 89,165,286

1,901,814 38,404,242 48,859,230 924,589 90,089,875

At 31 July 2005
At cost 1,828,737 13,360,751 25,195,746 943,867 41,329,101
At valuation - 22,278,725 17,204,148 - 39,482,873

1,828,737 35,639,476 42,399,894 943,867 80,811,974

Depreciation charge for 2005 - 420,651 1,035,549 19,278 1,475,478

Details at 1 August 2004
Cost 198,038 11,017,873 20,106,980 1,006,362 32,329,253
Valuation - 23,711,883 19,675,293 - 43,387,176
Accumulated depreciation - 1,891,821 5,429,902 43,217 7,364,940



Continued

Scientex Incorporated Berhad ANNUAL REPORT 2006

67

12. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Office
Staff equipment,

Long term quarters furniture
leasehold and and Motor

land Buildings apartment fittings vehicles Total
RM RM RM RM RM RM

Company

Cost/Valuation
At 1 August 2005 15,000,000 11,000,000 481,000 1,178,064 642,810 28,301,874
Additions - - - 151,446 1,039,152 1,190,598
Disposal - - - (2,461) - (2,461)
Write off - (640,972) - - - (640,972)

At 31 July 2006 15,000,000 10,359,028 481,000 1,327,049 1,681,962 28,849,039

Representing:
At cost - - 481,000 1,327,049 1,681,962 3,490,011
At valuation 15,000,000 10,359,028 - - - 25,359,028

15,000,000 10,359,028 481,000 1,327,049 1,681,962 28,849,039

Accumulated Depreciation

At 1 August 2005 625,000 880,000 38,480 549,374 642,810 2,735,664
Charge for the year 156,250 220,000 9,620 95,861 34,638 516,369
Disposal - - - (2,102) - (2,102)
Write off - (64,097) - - - (64,097)

At 31 July 2006 781,250 1,035,903 48,100 643,133 677,448 3,185,834

Net Book Value

At 31 July 2006
At cost - - 432,900 683,916 1,004,514 2,121,330
At valuation 14,218,750 9,323,125 - - - 23,541,875

14,218,750 9,323,125 432,900 683,916 1,004,514 25,663,205

At 31 July 2005
At cost - - 442,520 628,690 - 1,071,210
At valuation 14,375,000 10,120,000 - - - 24,495,000

14,375,000 10,120,000 442,520 628,690 - 25,566,210

Depreciation
charge for 2005 156,250 220,000 9,620 72,627 - 458,497

Details at 1 August 2004
Cost - - 481,000 868,634 642,810 1,992,444
Valuation 15,000,000 11,000,000 - - - 26,000,000
Accumulated

depreciation 468,750 660,000 28,860 476,747 642,810 2,277,167
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12. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

(a) Net book values of property, plant and equipment pledged for borrowings as referred to in Note 25 are as follows:

Group

2006 2005
RM RM

Long term leasehold land and buildings 2,334,441 1,159,906
Plant and machinery 1,701,812 1,928,393

Assets of a subsidiary (2005: a subsidiary) have been charged for a debenture of RM2.0 million (2005: RM2.0 million)
(Note 25).

(b) Freehold and leasehold land and buildings in Malaysia were revalued during the financial year ended 31 July 2006 
by Bock Chek Hai, an independent professional Registered Valuer with Raine & Horne International Zaki & Partners 
Sdn. Bhd. Valuations were made based on open market value.

Leasehold land and buildings in The Socialist Republic of Vietnam were revalued during the financial year ended
31 July 2006 by Tran Nam Ha and Vo Xuan An, independent professional Registered Valuers with Hoang Quan
Appraisal Company Limited. Valuations were made based on open market value.

Had the revalued properties been carried at historical cost, the net book value of the properties that would have been
included in the financial statements of the Group and of the Company as at 31 July 2006 would be as follows:

Group Company

2006 2005 2006 2005
RM RM RM RM

Freehold land 198,038 - - -
Leasehold land and buildings 54,574,436 14,079,707 5,909,697 5,560,058

(c) Interest expense capitalised under plant and machinery of the Group amounted to RM459,054 (2005: RM23,369).

13. LAND HELD FOR DEVELOPMENT AND PROPERTY DEVELOPMENT COSTS

Group

2006 2005
RM RM

Land Held For Development
At beginning of year:
Freehold land 79,044,864 72,516,354
Long term leasehold land 1,355,200 1,355,200
Development costs 20,249,717 22,097,214

100,649,781 95,968,768

Costs incurred during the year:
Freehold land 10,447,250 5,779,400
Development costs 10,098,631 1,991,853

20,545,881 7,771,253

Transfer:
To property development costs (11,899,369) (1,459,542)
To property, plant and equipment - (1,630,699)

(11,899,369) (3,090,241)

At end of year 109,296,293 100,649,780
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13. LAND HELD FOR DEVELOPMENT AND PROPERTY DEVELOPMENT COSTS (CONT’D)

Group

2006 2005
RM RM

Property Development Costs
At beginning of year:
Freehold land 9,548,590 10,382,616
Long term leasehold land 2,677,898 2,677,898
Development costs 41,208,076 14,979,327

53,434,564 28,039,841

Costs incurred during the year:
Development costs 57,698,634 38,925,631
Costs reversed during the year

due to completion of project (49,486,535) (13,821,466)

8,212,099 25,104,165

Costs recognised in income statement:
At beginning of year (38,431,307) (5,126,779)
Recognised during the year (58,829,991) (47,125,994)
Eliminated due to completion of project 49,486,535 13,821,466

At end of year (47,774,763) (38,431,307)

Transfer:
From land held for development 11,899,369 1,459,542
To inventories (1,538,273) (1,168,983)

10,361,096 290,559

At end of year 24,232,996 15,003,258

Freehold land of the Group amounting to RM5,700,000 (2005: RM5,700,000) has been charged as security for
borrowings (Note 25). 

Included in the property development costs of the Group is interest capitalised during the year amounting to RM5,280
(2005: RM154,919) and directors’ remuneration and staff cost of RM184,672 (2005: Nil).
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14. INVESTMENT IN SUBSIDIARIES

Company
2006 2005

RM RM

Quoted shares in Malaysia at cost
At beginning of year 48,838,499 40,438,515
Addition 5,551,123 11,297,977
Disposal - (2,897,993)

At end of year 54,389,622 48,838,499

Unquoted shares at cost
At beginning of year 81,043,575 111,702,804
Addition 5,000 -
Disposal - (7)
Write off - (30,659,222)

81,048,575 81,043,575
Less: Accumulated impairment losses (200,001) (200,001)

At end of year 80,848,574 80,843,574

135,238,196 129,682,073

Market value of quoted shares in Malaysia 89,481,884 95,692,981

Details of the subsidiaries are as follows:

Name of Paid-up Equity Interest (%) Principal

Company Capital (RM) 2006 2005 Activities

Subsidiaries of the
Company in Malaysia

Scientex Packaging Berhad + 78,814,852 61.37 57.82 Investment holding
("Scipack") and the provision

of management
services

Scientex Polymer 43,623,145 75.00 75.00 Manufacturing of
Sdn. Bhd. ("SPSB") polyvinyl chloride 

(“PVC”) and
polyurethane (“PU”) 
leather sheeting and
investment holding

Scientex Trading 999,375 98.89 98.89 Trading in building 
Sdn. Bhd. ("STSB") materials and textile 

products

Scientex Quatari 18,868,000 100.00 100.00 Investment holding,
Sdn. Bhd. ("SQSB") property investment

and development

Scientex Enterprise 200,000 100.00 100.00 Investment holding
Sdn. Bhd.

Scientex Management 2 100.00 100.00 Rendering of 
Sdn. Bhd. management services
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14. INVESTMENT IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows (Cont’d):

Name of Paid-up Equity Interest (%) Principal

Company Capital (RM) 2006 2005 Activities

Subsidiaries of the
Company in Malaysia (Cont’d)

Bestex Corporation 17,500,002 100.00 100.00 In members' voluntary
Sdn. Bhd. # winding-up

Scientex Land Sdn. Bhd. 1,750,000 - 100.00 Dissolved

Bestex Packaging 1,000,000 - 100.00 Dissolved
Sdn. Bhd.

Uniontex Containers 6,600,000 100.00 100.00 In members' voluntary
Sdn. Bhd. # winding-up

Subsidiaries of
Scipack in Malaysia

Woventex Sdn. Bhd. 16,180,000 100.00 100.00 Manufacturing of 
("WSB") polypropylene ("PP") 

and polyethylene 
("PE") woven bags 
and fabrics 

Scientex Packaging 20,000,000 100.00 100.00 Manufacturing of 
Film Sdn. Bhd. stretch film 

Scientex Resources 100,000 100.00 100.00 Selling and marketing  
Sdn. Bhd. of packaging 

related materials

Scientex Containers 4,152,136 94.87 94.87 Manufacturing of fibre 
Sdn. Bhd. containers and

printing of
corrugated carton
boxes

Subsidiaries of
Scipack outside Malaysia

(i) The People's Republic of China

Scientex Resources USD250,000 100.00 100.00 Producing and selling
(Shanghai) Co., Ltd.* of palletised

stretch film 

(ii) The Socialist Republic of Vietnam

Woventex (Vietnam) USD2,000,000 100.00 100.00 Manufacturing of PP 
Co., Ltd. * and PE woven bags 

and fabrics and
flexible intermediate 
bulk containers
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14. INVESTMENT IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows (Cont’d):

Name of Paid-up Equity Interest (%) Principal

Company Capital (RM) 2006 2005 Activities

Subsidiary of
WSB in Malaysia

Pan Pacific Straptex 4,000,000 65.00 65.00 Manufacturing of PP  
Sdn. Bhd. strapping band

Subsidiaries of
SPSB in Malaysia

Scientex Auto Industries 5,600,000 100.00 100.00 Manufacturing of
Sdn. Bhd. PVC, thermoplastic 

olefins and PP
foamed sheets for
automobiles

Yamatex (Malaysia) 1,500,000 100.00 100.00 Manufacturing and
Sdn. Bhd. trading of 

automotive tufted 
carpet mats

Scientex Marketing 300,000 - 100.00 Ceased operation
Sdn. Bhd. ^

Scientex Wonpoong 2,430,000 55.00 55.00 In members' voluntary
(M) Sdn. Bhd. winding-up

Scientex Permanja 1,860,000 - 100.00 Dissolved
Sdn. Bhd.

Subsidiaries of
SPSB outside Malaysia

(i) Japan

Scientex Polymer JY100,000,000 100.00 100.00 Manufacturing and
(Japan) Co., Ltd. * marketing of tufted

carpet mats for
motor vehicles and
research and
development of
polymer automotive
interior materials

(ii) The Socialist Republic of Vietnam

Scientex Polymer USD700,000 100.00 100.00 Manufacturing and
(Vietnam) Co., Ltd.* export of carpet mats

for motor vehicles

Subsidiaries of
STSB in Malaysia

Jadychem (M) 800,000 60.00 60.00 Trading of chemicals 
Sdn. Bhd. and packaging 

materials

KC Contract Sdn. Bhd. 750,000 65.00 65.00 Property construction
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14. INVESTMENT IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows (Cont’d):

Name of Paid-up Equity Interest (%) Principal

Company Capital (RM) 2006 2005 Activities

Subsidiaries of
SQSB in Malaysia

Scientex Development 2,000,000 100.00 100.00 Property investment
(Pasir Gudang) Sdn. Bhd. holding

Scientex Property Sdn. Bhd. 10,000,000 100.00 100.00 Investment holding

Scientex Metro Holdings 3,000,000 50.33 50.33 Investment holding
Sdn. Bhd. ("SMHSB")

Scientex Park (M) 22,500,000 60.00 60.00 Property investment
Sdn. Bhd. and development

Texland  Sdn. Berhad 3,000,000 90.00 90.00 Property investment
and development

Scientex Air Keroh 2 100.00 100.00 Inactive since 
Sdn. Bhd. incorporation

Subsidiary of
SMHSB in Malaysia

Scientex Metro Sdn. Bhd. 652,837 100.00 100.00 Property investment

Notes:

* Audited by firms of auditors other than Ernst & Young, Malaysia.
+ Quoted on the Second Board of Bursa Malaysia Securities Berhad.
^ Disposed to third parties.
# These companies have held its Final General Meeting and shall be dissolved on the expiration of three months after 

the lodgement of the Return by Liquidator Relating to Final Meeting in accordance with Section 272(5) of the 
Companies Act 1965.

15. INVESTMENT IN ASSOCIATES

Group Company

2006 2005 2006 2005 
RM RM RM RM

In Malaysia:
Unquoted shares, at cost 10,309,762 10,309,762 3,000,000 3,000,000
Share of post-acquisition 

profits and reserves,
less losses 3,503,267 3,073,109 - -

13,813,029 13,382,871 3,000,000 3,000,000

The Group’s interests in the associates are analysed as follows:
2006 2005

RM RM

Share of net tangible assets 13,813,029 13,523,342
Reserve on consolidation - (140,471)

13,813,029 13,382,871
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15. INVESTMENT IN ASSOCIATES (CONT’D)

Details of the associates are as follows:

Incorporated in Malaysia

Name of Paid-up Equity Interest (%) Financial Principal

Company Capital (RM) 2006 2005 Year End Activities

Associate of
the Company

Cosmo Scientex 10,000,000 30.00 30.00 31 December Manufacturing
(M) Sdn. Bhd. and distributing

urethane prepolymer

Associate of WSB

Woventex Trading 250,000 49.00 49.00 31 July Investment holding
Sdn. Bhd.

Associate of SQSB

Rising Heights 19,420,455 33.54 33.54 31 July Property investment
Development and development
Sdn. Bhd.
(“RHDSB”) *

* Audited by firm of auditor other than Ernst & Young, Malaysia.

All the financial statements of the associates used for equity accounting are audited except for the unaudited financial
statements of Cosmo Scientex (M) Sdn. Bhd., whose financial year end differs from that of the Company.

16. OTHER INVESTMENTS

Group Company

2006 2005 2006 2005
RM RM RM RM

At cost:
Unquoted shares 8,878,384 10,411,574 8,697,998 8,697,998
Club memberships 739,028 743,991 144,728 144,728

9,617,412 11,155,565 8,842,726 8,842,726

Less: Provision for impairment
- unquoted shares (4,979,488) (5,936,278) (4,979,488) (4,403,098)
- club memberships (40,000) (40,000) (40,000) (40,000)

4,597,924 5,179,287 3,823,238 4,399,628
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17. INTANGIBLE ASSETS

Product
development Goodwill on
expenditure consolidation Total

RM RM RM
Group

Cost

At 1 August 2005 1,034,611 2,299,857 3,334,468
Goodwill on consolidation arising from

additional equity interest in subsidiary - 718,984 718,984
Additions 73,008 - 73,008

At 31 July 2006 1,107,619 3,018,841 4,126,460

Accumulated Amortisation

At 1 August 2005 251,312 1,024,257 1,275,569
Charge for the year 407,984 354,615 762,599

At 31 July 2006 659,296 1,378,872 2,038,168

Net Book Value

At 31 July 2006 448,323 1,639,969 2,088,292

At 31 July 2005 783,299 1,275,600 2,058,899

Amortisation charge for 2005 251,312 87,829 339,141

18. INVENTORIES

Group

2006 2005 
RM RM

At cost:
Properties held for sale 16,055,546 20,871,261
Raw materials 26,565,972 25,064,574
Work-in-progress 5,419,711 7,936,263
Spare parts 722,173 509,559
Finished products 6,921,400 7,601,395

55,684,802 61,983,052

At net realisable value:
Raw materials 497,470 562,106
Finished products 783,175 419,195
Properties held for sale 3,893,000 3,893,000

5,173,645 4,874,301

60,858,447 66,857,353

Inventories written off arising from a fire at the premises of a subsidiary amounted to RM2,501,877 (2005: Nil).  

The cost of inventories recognised as an expense during the financial year in the Group amounted to RM420,378,232
(2005: RM377,376,474).
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19. TRADE RECEIVABLES

Group

2006 2005
RM RM

Trade receivables 104,256,763 99,132,798
Due from customers on contracts (Note 20) - 303,474

104,256,763 99,436,272
Less: Provision for doubtful debts (2,974,439) (2,929,377)

101,282,324 96,506,895

Included in trade receivables are:
Amount due from associate 9,373,485 9,718,056
Amount due from affiliated company 221,000 184,920

The Group's normal trade credit term ranges from 14 to 130 (2005: 14 to 130) days. Other credit terms are assessed
and approved on a case-by-case basis.

The Group has no significant concentration of credit risk that may arise from exposures to a single debtor or to groups of debtors.

The amounts due from associate and affiliated company are unsecured, interest-free and have no fixed terms of
repayment except for the amount due from an associate which is secured on quoted shares. 

Included in trade receivables are retention sums amounting to RM1,993,842 (2005: RM1,989,036).

20. DUE (TO)/FROM CUSTOMERS ON CONTRACTS

Group

2006 2005 
RM RM

Construction contract costs incurred to date 32,302,126 22,374,243
Attributable profits 1,975,411 1,728,854

34,277,537 24,103,097
Less: Progress billings (36,486,394) (23,799,623)

(2,208,857) 303,474

21. OTHER RECEIVABLES

Group Company

2006 2005 2006 2005
RM RM RM RM

Deposits 1,101,986 580,938 36,509 36,509
Prepayments 1,258,467 1,160,550 61,983 38,054
Deposit for the acquisition

of a piece of land (Note 34) - 3,910,599 - -
Sundry receivables 2,003,969 3,566,897 11,642 47,433 
Insurance claims recoverable 11,170,672 - 576,875 -
Tax recoverable 1,741,264 2,664,651 1,067,830 1,007,041

17,276,358 11,883,635 1,754,839 1,129,037
Less: Provision for

doubtful debts (856,342) (1,016,005) - -

16,420,016 10,867,630 1,754,839 1,129,037
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21. OTHER RECEIVABLES (CONT’D)

The Group and the Company are finalising their insurance claims as a result of losses suffered arising from a fire which
occurred during the financial year. The final quantum to be recovered cannot be ascertained currently. The amounts
recognised represent estimated amounts by the directors to be recovered based on discussions with the insurers as a
result of damage to:

Group Company 
RM RM

Property, plant and equipment 11,168,795 576,875
Inventories 2,501,877 -

13,670,672 576,875
Interim payment received (2,500,000) -

11,170,672 576,875

Subsequent to the year end, a further interim payment of RM7,500,000 was received.

Also included in sundry receivables are:

Group Company

2006 2005 2006 2005
RM RM RM RM

Amounts due from associates 18,156 1,088,820 11,940 25,835

The amounts due from associates are unsecured, interest-free and have no fixed terms of repayment.

The Group has no significant concentration of credit risk that may arise from exposures to a single debtor or to groups
of debtors.

22. AMOUNTS DUE FROM SUBSIDIARIES

The amounts due from subsidiaries are unsecured, interest-free and have no fixed terms of repayment.

23. CASH AND BANK BALANCES

Group Company

2006 2005 2006 2005 
RM RM RM RM

Cash in hand and at banks 23,817,142 16,393,377 3,440,128 463,849
Deposits with licensed banks 2,092,500 4,092,500 - -

Cash and bank balances 25,909,642 20,485,877 3,440,128 463,849
Less: Bank overdraft (Note 25) (1,318,405) (614,594) - -

Cash and cash equivalents 24,591,237 19,871,283 3,440,128 463,849

Included in cash at banks of the Group are amounts of RM3,097,754 (2005: RM1,589,200) held pursuant to Section
7A of the Housing Development (Control and Licensing) Act, 1966 and therefore restricted from use in other operations.

Deposits with a licensed bank of RM92,500 (2005: RM92,500) are pledged as securities for borrowings as disclosed
in Note 25.

Included in cash and bank balances are cash at bank held for the sinking fund amounting to RM24,477 (2005:
RM4,973).

The weighted average effective interest rates and average maturities of deposits of the Group at the balance sheet date
were 3.2% (2005: 2.3%) and 19 days (2005: 11) respectively.



Continued

Scientex Incorporated Berhad ANNUAL REPORT 2006

78

24. SINKING FUND

Group

2006 2005 
RM RM

At beginning of year 4,973 11,392
Amounts collected 27,954 13,985
Expenses incurred (8,450) (20,404)

At end of year 24,477 4,973

The fund represents amounts received from residents of low cost flats and shops for future cost of maintenance of
infrastructure and other expenses for the said premises, net of the expenses incurred to-date.

25. BORROWINGS

Group Company
2006 2005 2006 2005 

RM RM RM RM

Short Term Borrowings

Secured:
Bank overdrafts 316,849 - - -
Bankers’ acceptance 6,507,000 4,654,000 - -
Term loans 893,040 228,764 - -

7,716,889 4,882,764 - -

Unsecured:
Bank overdrafts 1,001,556 614,594 - -
Bankers’ acceptance 30,823,480 36,181,180 - -
Revolving credits 18,700,000 31,200,000 3,700,000 21,200,000
Term loans 6,915,781 8,462,278 - -

57,440,817 76,458,052 3,700,000 21,200,000

65,157,706 81,340,816 3,700,000 21,200,000

Long Term Borrowings

Term loans, secured 510,936 1,438,588 - -
Term loans, unsecured 23,473,582 7,972,456 - -

23,984,518 9,411,044 - -

Total Borrowings

Bank overdrafts (Note 23) 1,318,405 614,594 - -
Bankers' acceptance 37,330,480 40,835,180 - -
Revolving credits 18,700,000 31,200,000 3,700,000 21,200,000
Term loans 31,793,339 18,102,086 - -

89,142,224 90,751,860 3,700,000 21,200,000

Maturity of borrowings

Within one year 65,157,706 81,340,816 3,700,000 21,200,000
More than 1 year and less

than 2 years 9,335,006 4,736,191 - -
More than 2 years and less

than 5 years 14,649,512 4,674,853 - -

89,142,224 90,751,860 3,700,000 21,200,000
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25. BORROWINGS (CONT’D)

The effective interest rates at the balance sheet date for borrowings were as follows:

Group Company

2006 2005 2006 2005 
% % % %

Bank overdrafts 2.63 - 7.75 6.73 - 7.25 7.00 - 7.50 6.75 - 7.00
Bankers' acceptance 3.11 - 5.30 3.11 - 4.35 - -
Revolving credits 4.25 - 5.85 4.25 - 5.00 4.25 - 5.85 4.25 - 5.00
Term loans 4.65 - 7.19 2.63 - 5.50 - -

The term loans, bank overdrafts and other banking facilities are secured by the following:

(a) Fixed third party charge over freehold land of the Group with market value of RM5,700,000 (2005: RM5,700,000);

(b) Deposits with a licensed bank of RM92,500 (2005: RM92,500) of a certain subsidiary (Note 23);

(c) First legal charge over land and buildings of RM2,334,441 (2005: RM1,159,906) of a subsidiary, WSB (Note 12);

(d) Mortgage of machinery of RM1,701,812 (2005: RM1,928,393) of a subsidiary; Woventex (Vietnam) Co., Ltd (Note 12);

(e) Debenture for RM2,000,000 (2005: RM2,000,000) creating fixed and floating charges over all the other assets of 
a subsidiary, Pan Pacific Straptex Sdn. Bhd.; and

(f) Negative pledges on all the other assets held by 7 (2005: 7) subsidiaries and the Company.

26. TRADE PAYABLES
Group

2006 2005 
RM RM

Trade payables 86,134,703 59,823,065
Due to customers on contracts (Note 20) 2,208,857 -

88,343,560 59,823,065

Included in trade payables are:
Amount due to an affiliated company 3,547,964 4,030,466
Amount due to an associate 1,706,764 1,432,306

The above amounts are unsecured, interest-free and have no fixed terms of repayment. 

The normal trade credit terms granted to the Group range from 30 to 120 (2005: 30 to 120) days.

27. OTHER PAYABLES

Group Company

2006 2005 2006 2005 
RM RM RM RM

Deposits 968,810 1,096,849 1,000 1,000
Accruals 8,064,807 6,314,818 856,149 634,218
Sundry payables 10,028,649 6,490,083 518,542 582,433

19,062,266 13,901,750 1,375,691 1,217,651
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28. AMOUNTS DUE TO SUBSIDIARIES

The amounts due to subsidiaries are unsecured, interest-free and have no fixed terms of repayment.

29. REDEEMABLE PREFERENCE SHARES

The redeemable preference shares ("RPS") are issued by a subsidiary, Scientex Park (M) Sdn. Bhd. ("SPMSB"). The
Group holds a total of Nil (2005: 1,198,000) units of the RPS.

The details of the RPS issued by SPMSB are as follows:

Group

2006 2005 
RM RM

At beginning of year 802,000 4,502,000
Redemption of RPS (802,000) (3,700,000)

At end of year - 802,000

(a) The RPS are due for redemption by SPMSB on or before 1 January 2004. Any redemption made before 1 January 
2004 will require the prior consent in writing of all shareholders of RPS.

(b) The shareholders of RPS have the right to receive repayment in full of an amount equal to RM1 per share in priority 
to any payment to the shareholders of any other class of shares in the event of winding up or other repayment of 
capital (other than a redemption). The shareholders of RPS are not entitled to any further participation in the assets 
of SPMSB.

(c) The shareholders of RPS have no rights in respect of distribution of dividends.

(d) The shareholders of RPS are not entitled to receive notice of or to attend or vote at any general meeting of SPMSB.

(e) Certain matters which vary the rights attached to the RPS can only be effective with the written consent of the 
shareholders of RPS, in particular matters relating to the creation and issue of additional shares which carry 
different voting rights and redemption of RPS.

On 5 November 2004, the holders of RPS approved to revise the deferment of the redemption of the RPS as follows:

(i) RM9,250,000 of the RPS balance as at 1 August 2004 shall be fully redeemed from November 2004 to July 2005 
by way of cash payment amounting to RM2,250,000 in November 2004 followed by an equal monthly cash 
payment of RM1,000,000 from January 2005 to July 2005. This amount has been fully redeemed as at 31 July 2005.

(ii) RM2,000,000 of the RPS balance shall be redeemed on equal cash payment of RM1,000,000 in August 2005 and 
September 2005 respectively.

All RPS issued by SPMSB have been fully redeemed on 26 September 2005.

30. SHARE CAPITAL

Number of Ordinary
Shares of RM1 Each Amount

2006 2005 2006 2005
RM RM

Authorised:
At beginning/end of year 200,000,000 200,000,000 200,000,000 200,000,000

Issued and fully paid:
At beginning of year 62,088,400 61,994,400 62,088,400 61,994,400
Issued pursuant to ESOS - 94,000 - 94,000
Issued pursuant to warrants 1,436,700 - 1,436,700 -

At end of year 63,525,100 62,088,400 63,525,100 62,088,400
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30. SHARE CAPITAL (CONT’D)

Issuance of Ordinary Shares

During the financial year, the Company increased its issued and paid-up ordinary share capital from RM62,088,400 to
RM63,525,100 by way of the issuance of 1,436,700 ordinary shares of RM1 each for cash arising from the conversion
of Warrants "B" 2000/2006 at an exercise price of RM2.49 per share. The new ordinary shares issued during the
financial year rank pari passu in all respects with the existing ordinary shares of the Company.

Warrants

The warrants 2000/2006 are constituted by a Deed Poll dated 17 July 2000 executed by the Company. The warrants
were listed on Bursa Malaysia Securities Berhad on 12 September 2000.

On 18 August 2000, a total of 10,396,776 SIB Warrants 1996/2001 representing 85.65% of the total SIB Warrants
1996/2001 in issue had been surrendered by the warrant holders for cancellation and replaced with SIB Warrants
2000/2006 (“Warrant B”). The remaining 1,741,824 SIB Warrants 1996/2001 which have not been surrendered
(“Warrant A”) will remain listed on the Main Board of Bursa Malaysia Securities Berhad based on existing terms, and will
remain valid until expiry of exercise period that is extended to 4 December 2006.

The main features of the warrants 2000/2006 are as follows:

(a) Each warrant will entitle its registered holder during the exercise period to subscribe for one new ordinary share at 
the exercise price, subject to adjustment in accordance with the provision of the Deed Poll.

(b) The exercise price has been fixed at RM4.26 for Warrant A, which is at a premium of 0.2% over the weighted 
average price of the Company’s shares for the five market days prior to the price-fixing date on 10 September 1996. 

(c) The exercise price has been fixed at RM2.49 for Warrant B, which is the weighted average price of the Company’s 
shares for the five market days prior to the price-fixing date on 3 February 2000 subject to adjustments under 
certain circumstances in accordance with the provision of the Deed Poll.

(d) The warrants may be exercised at any time on or before the expiry date on 4 December 2006. Warrants not 
exercised during the exercise period will thereafter lapse and cease to be valid.

(e) The new ordinary shares of RM1 each to be issued pursuant to the exercise of the warrants will rank pari passu in 
all respects with the existing issued ordinary shares of the Company except that they shall not be entitled to any 
dividends, rights, allotments or distribution on or before the record date prior to the exercise of the warrants.

The movement in the Company's warrants during the financial year were as follows:

Exercise 1 August Warrants 31 July
Price 2005 Converted 2006

Warrant A RM4.26 1,741,824 - 1,741,824
Warrant B RM2.49 10,396,776 (1,436,700) 8,960,076

Treasury Shares

On 20 December 2005, the shareholders of the Company approved the Company's proposal to repurchase its own
shares of up to 10% of its total issued and paid-up share capital. 

During the financial year ended 31 July 2006, the Company repurchased 167,800 ordinary shares of its issued share capital
from the open market at an average price of RM2.75 per share. The total consideration paid for the repurchase including
transaction costs was RM462,226. The repurchased shares are held as treasury shares in accordance with Section 67A of
the Companies Act, 1965. None of the treasury shares held were resold or cancelled during the financial year.

Of the total 63,525,100 (2005: 62,088,400) issued and fully paid ordinary shares of RM1 each as at 31 July 2006,
347,800 (2005: 180,000) are held as treasury shares by the Company. As at 31 July 2006, the number of outstanding
ordinary shares in issue and fully paid is therefore 63,177,300 (2005: 61,908,400) ordinary shares of RM1 each.
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31. MINORITY INTERESTS

Group

2006 2005 
RM RM

At beginning of year 92,739,909 73,618,985
Acquisition of subsidiary during the year - 1,464,924
Additional interest in existing subsidiaries (4,832,148) (368,184)
Issue of additional share capital in a subsidiary - 11,726,029
Transfer from income statement 8,867,454 8,886,995
Dividend paid (2,563,419) (2,443,701)
Share of revaluation of land and building 979,418 -
Share of foreign exchange reserves (166,991) (145,139)

At end of year 95,024,223 92,739,909

32. RETIREMENT BENEFIT OBLIGATIONS

The Group operates an unfunded, defined benefit Retirement Benefit Scheme ("the Scheme") for its eligible employees.
Under the Scheme, eligible employees are entitled to retirement benefits varying between 50% to 60% of final salary on
attainment of retirement age of 55.

The amount recognised in the balance sheet are determined as follows:

Group

2006 2005
RM RM

Present value of unfunded defined benefit obligations 249,844 255,242

Analysed as:
Non-current:
Later than 1 year but not later than 5 years 249,844 255,242

The amount recognised in the income statement are as follows:

Group

2006 2005 
RM RM

Current service cost 64,343 100,933
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32. RETIREMENT BENEFIT OBLIGATIONS (CONT’D)

Movement in the net liability in the current year were as follows:

Group

2006 2005 
RM RM

At beginnning of year 255,242 334,492
Charged to income statement (Note 5) 64,343 100,933
Paid during the year (69,741) (180,183)

At end of year 249,844 255,242

2006 2005

Discount rate 7% 7%
Expected rate of salary increases 6% 6%

33. DEFERRED TAXATION

Group Company

2006 2005 2006 2005
RM RM RM RM

At beginning of year 37,507,744 36,505,336 5,519,324 5,573,860
Recognised in the income

statement (Note 9) (369,131) 1,002,408 (530,400) (54,536)
Recognised in equity 254,155 - (379,082) -

At end of year 37,392,768 37,507,744 4,609,842 5,519,324

Presented after appropriate
offsetting as follows:

Deferred tax assets (2,062,960) (1,761,308) - -
Deferred tax liabilities 39,455,728 39,269,052 4,609,842 5,519,324

37,392,768 37,507,744 4,609,842 5,519,324

The components and movements of deferred tax liabilities and assets during the financial year prior to offsetting are as follows:

Deferred Tax Liabilities of the Group:

Accelerated
Capital Revaluation

Allowances Surplus Receivables Others Total
RM RM RM RM RM

At 1 August 2005 16,379,353 22,823,829 65,870 - 39,269,052 
Recognised in the

income statement 97,879 (878,378) (8,084) 721,104 (67,479)
Recognised in equity - 254,155 - - 254,155

At 31 July 2006 16,477,232 22,199,606 57,786 721,104 39,455,728
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33. DEFERRED TAXATION (CONT’D)

Deferred Tax Liabilities of the Group (Cont’d):

Accelerated
Capital Revaluation

Allowances Surplus Receivables Others Total
RM RM RM RM RM

At 1 August 2004 16,688,281 21,916,143 57,786 37,724 38,699,934
Recognised in the

income statement (308,928) 907,686 8,084 (37,724) 569,118

At 31 July 2005 16,379,353 22,823,829 65,870 - 39,269,052

Deferred Tax Assets of the Group:

Unabsorbed
Tax Losses

and Retirement
Capital Benefit Other

Allowances Obligations Payables Receivables Total
RM RM RM RM RM

At 1 August 2005 (1,307,759) (76,840) (187,068) (189,641) (1,761,308)
Recognised in the

income statement (129,331) 11,882 (11,617) (172,586) (301,652)

At 31 July 2006 (1,437,090) (64,958) (198,685) (362,227) (2,062,960)

At 1 August 2004 (1,535,283) (93,658) (175,757) (389,900) (2,194,598)
Recognised in the

income statement 227,524 16,818 (11,311) 200,259 433,290

At 31 July 2005 (1,307,759) (76,840) (187,068) (189,641) (1,761,308)

Deferred Tax Liabilities of the Company:

Accelerated
Capital Revaluation

Allowances Surplus Total
RM RM RM

At 1 August 2005 93,634 5,425,690 5,519,324
Recognised in the income statement (32,773) (497,627) (530,400)
Recognised in equity - (379,082) (379,082)

At 31 July 2006 60,861 4,548,981 4,609,842

At 1 August 2004 85,550 5,488,310 5,573,860
Recognised in the income statement 8,084 (62,620) (54,536)

At 31 July 2005 93,634 5,425,690 5,519,324
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33. DEFERRED TAXATION (CONT’D)

Deferred tax assets have not been recognised in respect of the following items:

Group Company

2006 2005 2006 2005 
RM RM RM RM

Unabsorbed tax losses 4,928,885 5,349,417 - -
Unabsorbed capital allowances 3,546,235 4,410,711 3,538,128 5,004,174 
Unabsorbed reinvestment

allowances 82,774,814 62,332,358 - -
Others 293,932 281,158 - -

91,543,866 72,373,644 3,538,128 5,004,174

The availability of the unabsorbed tax losses and unabsorbed capital allowances for offsetting against future taxable
profits of the respective companies is subject to there being no substantial change in shareholders of the companies.

The unabsorbed reinvestment allowances are available for offsetting against future taxable profits of the respective
companies in which it arose.

34. CAPITAL COMMITMENTS

Group

2006 2005
RM RM

Rental of buildings and machinery
Not later than 1 year 378,117 273,328
Later than 1 year and not later than 5 years 338,326 162,357

716,443 435,685

Approved and contracted for:

Consideration for acquisition of a piece of land - 5,214,132
Deposit of 30% paid (Note 21) - (3,910,599)

Amount to be settled for completion of acquisition - 1,303,533 
Purchase of property, plant and equipment - 43,336,000

- 44,639,533

Approved but not contracted for:

Purchase of property, plant and equipment - 6,900,000

- 51,539,533

35. CONTINGENT LIABILITIES

Company

2006 2005
RM RM

Unsecured
Corporate guarantees for subsidiaries 30,164,126 29,156,150
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36. SIGNIFICANT RELATED PARTY TRANSACTIONS

2006 2005
RM RM

Group

Sales to affiliated companies (1,383,445) (1,617,109)
Sales commission from affiliated company (1,414,313) (1,423,119)
Purchases from affiliated companies 21,522,023 19,279,286
Management fees from associated company (120,000) (120,000)
Rental income from associated company (176,400) (176,400)

Company

Rental income from associated company (32,400) (32,400)
Management fees from subsidiaries (960,000) (780,000)
Management fees from associated company (120,000) (120,000)
Waiver of amounts due from/(to) subsidiaries 2,034,922 (16,938,460)
Dividend income from subsidiaries (14,068,339) (16,870,313)
Rental income from subsidiaries (180,000) (600,000)
Project management fees from subsidiaries (5,047,473) (3,487,013)

The directors are of the opinion that all the transactions above have been entered into in the normal course of business.

37. SIGNIFICANT EVENTS

On 3 September 2005, a subsidiary of the Company, SQSB, entered into a sales and purchase agreement with Kai Jin
Development Sdn. Bhd. for the proposed acquisition of freehold land measuring approximately 94.969 acres in the
Mukim of Plentong, District of Johor Bahru, State of Johor, for a total cash consideration of RM10,447,250. The
acquisition was completed on 30 June 2006.

38. SUBSEQUENT EVENTS

Subsequent to the end of the financial year and at the date of this report,

(i) Treasury Shares

The Company repurchased 3,561,000 ordinary shares of its issued share capital from the open market for a total
cost of approximately RM9,895,000. The repurchased shares are held as treasury shares. As at the date of this
report, the total number of treasury shares held is 3,908,800.

(ii) Conversion of warrants

The Company issued 5,793,200 ordinary shares of RM1 each through the conversion of warrants at an exercise
price of RM2.49 per ordinary share. As a result, the total number of ordinary shares increased from 63,525,100 to
69,318,300.

As at the date of this report, the total number of Warrant A and Warrant B not exercised is 1,741,824 and
3,166,876 respectively.
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38. SUBSEQUENT EVENTS (CONT’D)

(iii) Disposal of subsidiary

On 9 August 2006, a subsidiary of the Company, SMHSB entered into a Share Sale and Purchase Agreement
("Agreement") to dispose of its entire equity interest of 652,837 ordinary shares of RM1.00 each, representing
100% of the issued and paid-up share capital in Scientex Metro Sdn. Bhd. ("SMSB") for a total cash consideration
of RM4,100,000. Upon completion of the Agreement, SMHSB shall enter into a put option agreement with the
purchaser wherein SMHSB shall grant the purchaser an option to sell and the right to require SMHSB to purchase
the entire issued and paid-up share capital of SMSB at an option price of RM4,100,000. The put option expires
on the date of issuance of Certificate of Fitness for Occupation for any building that may be erected on the land
held by SMSB or a period of two years from the date of the put option agreement, whichever is earlier.

The Agreement was completed on 20 October 2006. Subsequently, SMSB ceased to be a subsidiary of the Group.

(iv) Incorporation of subsidiary

On 19 October 2006, the Company announced that its subsidiary, Jadychem (M) Sdn. Bhd., incorporated a
subsidiary, namely PT. Jadychem Indonesia in Jakarta, Indonesia with an issued and paid-up capital of
USD100,000. Jadychem (M) Sdn. Bhd. holds the entire equity interest in PT. Jadychem Indonesia. The principal
activity of PT. Jadychem Indonesia is sales and marketing of polyurethane adhesives.

39. PRIOR YEAR ADJUSTMENT

In prior years, the Group recognised deferred tax assets on unabsorbed reinvestment allowances. During the current
year, the Group changed its accounting policy and accordingly, deferred tax assets on unabsorbed reinvestment
allowances are no longer recognised.

40. COMPARATIVE FIGURES

The effects arising from the above mentioned changes on the comparative amounts are as follows:

Group

As previously
stated Adjustments As restated

As at 31 July 2005 RM RM RM

Income statement
Taxation (3,367,731) (1,604,911) (4,972,642)
Minority interests (9,498,332) 611,337 (8,886,995)
Net profit for the year 23,117,816 (993,574) 22,124,242
Earnings per share (sen) 37 (1) 36

Balance sheet
Reserves 181,262,464 (8,056,300) 173,206,164
Minority interests 97,793,603 (5,053,694) 92,739,909
Deferred tax liabilities 24,397,750 13,109,994 37,507,744
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41. SEGMENTAL INFORMATION

(a) Analysis by Activity 2006

Property Investment
Manufacturing Development Trading Holdings Eliminations Consolidated

RM RM RM RM RM RM

Revenue
External sales 471,183,981 102,291,713 12,667,928 172,200 - 586,315,822
Inter-segment

sales - - 165,500 21,891,791 (22,057,291) -

Total revenue 471,183,981 102,291,713 12,833,428 22,063,991 (22,057,291) 586,315,822

Results
Segment results 25,260,300 21,280,430 558,820 15,724,963 (15,260,634) 47,563,879
Finance cost, net (3,708,774)
Share of results

of associates 60,545 460,530 - - - 521,075
Taxation (7,309,584)

Profit after taxation 37,066,596
Minority interests (8,867,454)

Net profit for the year 28,199,142

Assets
Segment assets 359,651,516 194,417,073 4,108,999 39,710,541 (21,630,674) 576,257,455
Investment in

associates 3,229,482 10,583,547 - - - 13,813,029
Income tax assets 569,273 21,799 82,362 1,067,830 - 1,741,264

Consolidated
total assets 591,811,748

Liabilities
Segment liabilities 154,355,066 35,477,890 2,807,454 25,399,526 (21,217,565) 196,822,371
Income tax liabilities 17,779,396 17,083,385 44,316 4,609,843 39,516,940

Consolidated
total liabilities 236,339,311

Other Information
Capital expenditure 59,433,752 491,492 3,658 1,190,598 - 61,119,500
Depreciation 18,970,065 417,170 9,827 601,138 (80,456) 19,917,744
Amortisation 407,984 (140,471) - 354,615 - 622,128
Impairment losses - 374,350 - 576,390 - 950,740
Non-cash expenses

other than
depreciation,
amortisation and
impairment losses (308,750) 163,410 23,645 - - (121,695)
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41. SEGMENTAL INFORMATION (CONT’D)

(a) Analysis by Activity 2005

Property Investment
Manufacturing Development Trading Holdings Eliminations Consolidated

RM RM RM RM RM RM

Revenue
External sales 426,247,338 70,709,798 10,442,874 172,320 - 507,572,330
Inter-segment

sales - 31,640 298,508 31,837,205 (32,167,353) -

Total revenue 426,247,338 70,741,438 10,741,382 32,009,525 (32,167,353) 507,572,330

Results
Segment results 22,682,339 15,920,674 545,955 25,237,621 (26,357,536) 38,029,053
Finance cost, net (3,537,732)
Share of results

of associates 704,142 788,416 - - - 1,492,558
Taxation (4,972,642)

Profit after taxation 31,011,237
Minority interests (8,886,995)

Net profit for the year 22,124,242

Assets
Segment assets 304,673,103 187,686,963 3,524,019 53,665,680 (33,707,637) 515,842,128
Investment in

associates 3,269,282 10,113,589 - - - 13,382,871
Income tax assets 1,284,176 322,361 51,073 1,007,041 - 2,664,651

Consolidated
total assets 531,889,650

Liabilities
Segment liabilities 118,616,129 39,538,613 2,785,920 37,984,872 (33,386,644) 165,538,890
Income tax liabilities 16,896,281 15,877,526 23,155 5,519,325 - 38,316,287

Consolidated
total liabilities 203,855,177

Other Information
Capital expenditure 37,832,986 3,034,732 11,644 316,594 - 41,195,956
Depreciation 18,927,503 323,660 35,347 580,965 (15,252) 19,852,223
Amortisation 135,128 (26,131) - 67,137 - 176,134
Impairment losses - - - 483,958 - 483,958
Non-cash expenses

other than
depreciation,
amortisation and
impairment losses (174,613) 424,024 8,518 15,709 - 273,638
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41. SEGMENTAL INFORMATION (CONT’D)

(b) Geographical Segments

The Group operates in four principal geographical areas of the world.

Other than its home country Malaysia, the Group also operates in other countries in the Asia Pacific Region:

(i) The People's Republic of China - Producing and selling of palletised stretch film

(ii) Japan - Manufacturing and marketing of tufted carpet mats for motor vehicles

(iii) The Socialist Republic of Vietnam - Manufacturing and trading of automotive tufted carpet mat, 
general purpose packaging products and bulk bags

External Customers Segment Assets Capital Expenditure

2006 2005 2006 2005 2006 2005
RM RM RM RM RM RM

Malaysia 564,237,255 476,719,275 550,536,498 487,859,523 59,410,972 36,239,223
The People's 

Republic of
China 8,532,424 10,896,866 1,564,625 2,687,521 - 1,095

Japan 13,202,623 19,929,939 5,175,577 7,755,685 87,680 45,272
The Socialist

Republic of
Vietnam 343,520 26,250 18,980,755 17,539,399 1,620,848 4,910,366

Consolidated 586,315,822 507,572,330 576,257,455 515,842,128 61,119,500 41,195,956

42. FINANCIAL INSTRUMENTS

(a) Financial Risk Management Objectives and Policies

The Group’s financial risk management policy seeks to ensure that adequate financial resources are available for
the development of the Group’s businesses whilst managing its interest rate, foreign exchange, liquidity and credit
risks. The Group operates within clearly defined guidelines that are approved by the Board and the Group’s policy
is not to engage in speculative transactions.

(b) Interest Rate Risk

The Group's primary interest rate risk relates to interest-bearing debt, as the Group had no substantial long-term
interest-bearing assets as at 31 July 2006.

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

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

(c) Foreign Exchange Risk

The Group operates internationally and is exposed to various currencies, mainly United States Dollar, Chinese
Renminbi and Japanese Yen. Foreign currency denominated assets and liabilities together with expected cash
flows from highly probable purchases and sales give rise to foreign exchange exposures.
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42. FINANCIAL INSTRUMENTS (CONT’D)

(c) Foreign Exchange Risk (Cont’d)

The net unhedged financial assets and financial liabilities of the Group that are not denominated in their functional
currencies are as follows:

Japanese Singapore US
Yen Dollar Dollar Total  
RM RM RM RM

At 31 July 2006

Ringgit Malaysia (573,831) 852,932 (27,615,983) (27,336,882)

At 31 July 2005

Ringgit Malaysia (966,849) 1,010,474 (9,238,235) (9,194,610)

As at the balance sheet date, the Group had entered into the following foreign exchange option contracts with a
licensed bank:

At 31 July 2006

Settlement Total Total
Dates Contracted Notional

Amount Amount
Currency (USD) (RM)

United States Dollar 14 August 2006 - 5,500,000 20,129,500
12 January 2007

In the prior year, there were no foreign exchange contracts entered into.

(d) Liquidity Risk

The Group manages its debt maturity profile, operating cash flows and the availability of funding so as to ensure
that refinancing, repayment and funding needs are met. As part of its overall liquidity management, the Group
maintains sufficient levels of cash or cash convertible investments to meet its working capital requirements. In
addition, the Group strives to maintain available banking facilities at a reasonable level to its overall debt position.
As far as possible, the Group raises committed funding from both capital markets and financial institutions and
balances its portfolio with some short term funding so as to achieve overall cost effectiveness.

(e) Credit Risk

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

The Group's historical experience in collection of trade receivables fall within the credit term granted.  Any doubtful
amounts have been reasonably provided for. Hence, the Group has no significant concentration of credit risk that
may arise from exposures to a single debtor or groups of debtors.
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42. FINANCIAL INSTRUMENTS (CONT’D)

(f) Fair Values

The carrying amounts of financial assets and liabilities of the Group and of the Company at the balance sheet date
approximated their fair values except for the following:

Group Company
Carrying Fair Carrying Fair
Amount Value Amount Value

RM RM RM RM

At 31 July 2006

Financial Assets
Amounts due from

associates 9,391,641 # 11,940 # 
Amount due from an

affiliated company 221,000 # - -
Non-current unquoted

shares 3,898,896 * 3,718,510 *
Non-current golf club

memberships 699,028 781,300 104,728 100,000

Financial Liabilities
Amount due to an

associate 1,706,764 # - -
Amount due to an

affiliated company 3,547,964 # - -

At 31 July 2005

Financial Assets
Amounts due from

associates 10,806,876 # 25,835 # 
Amount due from an

affiliated company 184,920 # - -
Non-current unquoted

shares 4,475,296 * 4,294,900 *
Non-current golf club

memberships 703,991 761,263 104,728 90,000

Financial Liabilities
Amount due to an

associate 1,432,306 # - -
Amount due to an

affiliated company 4,030,466 # - -

* It is not practicable to estimate the fair value of the non-current unquoted shares because of the lack of quoted 
market prices and the inability to estimate fair value without incurring excessive costs.

# It is also not practicable to estimate the fair value of the amounts due from/to related companies due principally 
to a lack of fixed repayment terms entered into by the parties involved and without incurring excessive costs.
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42. FINANCIAL INSTRUMENTS (CONT’D)

(f) Fair Values (Cont’d)

The following methods and assumptions are used to estimate the fair values of the following classes of financial
instruments:

(i) Cash and Cash Equivalents, Trade and Other Receivables/Payables and Short Term Borrowings

The carrying amounts approximate fair values due to the relatively short term maturity of these financial
instruments.

(ii) Non-Current Quoted Shares

The fair value of quoted shares is determined by reference to stock exchange quoted market bid prices at the
close of the business on the balance sheet date.

(iii) Borrowings

The fair value of borrowings is estimated by discounting the expected future cash flows using the current
interest rates for liabilities with similar risk profiles.
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Built-up Net Book Age of Year of
Description/ Site Area Area Value Building Acquisition/

Location Existing Use Tenure (sq.ft.) (sq.ft.) RM’000 (Years) Revaluation*

P.T. No. 164 Land, factory, Leasehold 312,245 217,536 23,542 36 2006*
Jalan Utas 15/7 buildings, for 99 years
Shah Alam warehouse expiring on
Selangor Darul Ehsan and office for 27.07.2097

industrial use

An unsubdivided Land and Leasehold 4,050 1,808 2,800 16 2006*
portion of building for 99 years
Lot No. 164 expiring on
Town of Shah Alam 27.07.2097
District of Petaling
State of Selangor

Flat Nos. 301, 302, Flats used Leasehold - 3,715 307 12 2001
401, 402 & 408 as workers' for 99 years
Section 24, Shah Alam hostel expiring on
Selangor Darul Ehsan 05.01.2095

Flat Nos. 501 & 503 Flats used Leasehold - 1,505 126 10 2001
Section 24 as workers' for 99 years
Shah Alam hostel expiring on
Selangor Darul Ehsan 06.06.2096

6 parcels of land Land for Freehold 15,693,361 - 67,754 - 2004*
in Taman Scientex future mixed
Mukim of Plentong development
District of Johor Bahru
Johor

Parcel No. AV011-2 Townhouse / Freehold - 1,356 122 6 2001
First Floor, Block A Vacant
Palm Spring Golf
and Marina Resort
Port Dickson
Negeri Sembilan

Parcel No. LA-03-06 Apartment / (No title - 700 107 5 2002
Level 3, Kondominum Vacant issued as yet)
Tiara, Mukim of
Bukit Katil
District of Melaka Tengah
Melaka

16, PTD 122012 11/2 storey Freehold - 1,400 155 10 2004
Jalan Kanchil 23 terrace 
Taman Scientex house used
Pasir Gudang, Johor as staff hostel

H.S.(D) No. 42435, P.N. 4 storey Leasehold 2,314 8,630 800 7 2006*
No. 18405, Mukim Balai shop-office for 99 years
Panjang, Daerah Melaka for investment expiring on
Tengah, Melaka 07.05.2099

H.S.(D) 255019 Commercial Freehold 388,953 - 6,352 - 2004
P.T. No. 121208 land for
Mukim Plentong future
Daerah Johor Bahru development
Johor
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Built-up Net Book Age of Year of
Description/ Site Area Area Value Building Acquisition/

Location Existing Use Tenure (sq.ft.) (sq.ft.) RM’000 (Years) Revaluation*

Grant 88223 Land for future Freehold 4,137,111 - 12,490 - 2005
(formerly 18364) mixed
Lot No. 1949 development
Mukim Plentong
Daerah Johor Bahru
Johor

Parcel No. LA-03-05 Apartment / (No title - 700 108 5 2002
Level 3, Kondominum Vacant issued as yet)
Tiara, Mukim of
Bukit Katil
District of Melaka Tengah
Melaka

Taman Scientex - On-going Freehold 5,776,056 - 39,285 - 1993
various sub-divided mixed
lots in Mukim of development
Plentong, District of project
Johor Bahru, Johor

No. H.S.(D) 323276 Rented as Freehold 149,846 56,240 5,047 3 2004
PTD 161724 Hypermarket
Mukim of Plentong
District of Johor Bahru
Johor

Plaza Pandan Malim Land for Leasehold 189,090 - 2,321 - 1994
Business Park - on-going for 99 years
H.S.(D) 42530 commerical expiring on
P.T. 2982 & development 07.05.2099
H.S.(D) 42669 project
P.T. 3121 in Mukim of
Balai Panjang
District of Melaka Tengah
Melaka

Plaza Pandan Malim Land for Leasehold 43,583 - 526 - 1994
Business Park - future for 99 years
H.S.(D) 235, P.T. 2538 development expiring on
Mukim of Balai Panjang 02.06.2095
District of Melaka Tengah
Melaka

Road 10, Tan Thuan Constructing Leasehold 40,809 26,279 2,147 11 2006*
Export Processing Zone factory for 49 years 
- Ho Chi Minh City buildings expiring on

16.06.2045

Lot 216, PT 1 HSD 9511 Commercial Leasehold 212,649 - 3,203 - 1993
Bandar Bukit Baru land for for 99 years
Seksyen 11 future expiring on
Melaka development 01.05.2083

Lot No. 88, P.T. Nos. Industrial Leasehold 65,340 58,242 1,409 26 2006*
168, 1267 & 12999 land and for 99 years
Senawang building and 60 years
Industrial Estate used as expiring on
Seremban warehouse 01.01.2075,
Negeri Sembilan 10.02.2076 and

25.06.2052
respectively



Continued

Scientex Incorporated Berhad ANNUAL REPORT 2006

96

Built-up Net Book Age of Year of
Description/ Site Area Area Value Building Acquisition/

Location Existing Use Tenure (sq.ft.) (sq.ft.) RM’000 (Years) Revaluation*

Lot No. 38-40 Land, factory, Leasehold 130,680 124,361 7,383 16 2006*
P.T. No. 6045 warehouse for 99 years
Senawang and office for expiring on
Industrial Estate industrial use 20.09.2084
Seremban
Negeri Sembilan

Lot No. 3, Section 5 Industrial Leasehold 106,113 - 2,278 - 2006*
Phase 2B land for (No title
Pulau Indah future use issued as yet)
Industrial Park
Port Klang
Selangor Darul Ehsan

Lot No. 4, Section 5 Land, factory Leasehold 191,664 68,500 10,757 5 2006*
Phase 2B buildings, (No title
Pulau Indah warehouse issued as yet)
Industrial Park and office for
Port Klang industrial use
Selangor Darul Ehsan

Lot No. 5, Section 4 Land, factory Leasehold 196,020 20,000 12,537 3 2006*
Phase 2B buildings, (No title
Pulau Indah warehouse issued as yet)
Industrial Park and office for
Port Klang industrial use
Selangor Darul Ehsan

Lot 2379 Mukim of Industrial land, Leasehold 389,621 138,606 9,177 17 2006*
Tanjung Kling factory, for 99 years
District of buildings, expiring on
Melaka Tengah warehouse 25.11.2056
Melaka and office for

industrial use

Lot Nos. 2543 and Factory Freehold 38,547 38,800 271 10 2006*
2534, Mukim of building on
Tanjung Kling Lot No. 2543
District of for industrial use
Melaka Tengah and vacant land
Melaka on Lot No. 2534

for future
development

Lot No. 2378, Vacant land Leasehold 29,807 - 117 - 2006*
Mukim of Tanjung Kling for future for 99 years
District of development expiring on
Melaka Tengah 24.11.2056
Melaka

Lot 316-317 Vietnam Industrial land, Leasehold 266,848 107,008 7,699 2 2006*
Singapore Industrial Park factory for 42 years
Thuan An District buildings, expiring on 
Binh Duong Province warehouse 11.02.2046 
Vietnam and office for

industrial use
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Authorised Share Capital - RM 200,000,000 
Issued and Fully Paid-Up Capital - RM 69,316,900
Type of Shares - Ordinary shares of RM1.00 each
Voting Rights - One vote per shareholder on a show of hands

- One vote per ordinary share on a poll
No. of Shareholders - 3,259

DISTRIBUTION OF SHAREHOLDINGS

Size of Holdings No. of Holders % Total Holdings %

Less than 100 16 0.49 415 #
100 - 1,000 1,271 39.00 1,244,774 1.88

1,001 - 10,000 1,630 50.02 6,144,310 9.30
10,001 - 100,000 281 8.62 8,338,771 12.62

100,001 to less than 5%
of issued shares 58 1.78 27,783,756 42.04

5% and above of issued shares 3 0.09 22,573,874 34.16

Total 3,259 100.00 66,085,900 * 100.00

Notes :
# Less than 0.01%.

* Excluding a total of 3,231,000 shares bought-back by the Company and retained as treasury shares.

SUBSTANTIAL SHAREHOLDERS (as per Register of Substantial Shareholders)

No. of Shares Held
Name Direct % Indirect %

1 Lim Teck Meng 25,000 0.04 32,755,344 A 49.56
2 Sim Swee Tin 6,000 0.01 30,659,476 B 46.39
3 Lim Peng Cheong - - 29,407,458 C 44.50
4 Lim Peng Jin 40,000 0.06 29,599,044 D 44.79
5 Scientex Holdings Sdn Berhad 12,073,874 18.27 - -
6 Scientex Leasing Sdn Bhd 6,000,000 9.08 - -
7 Lim Teck Meng Sdn Bhd 4,500,000 6.81 - -

Notes :
A Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd and Lim Teck Meng Sdn Bhd.
B Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding  Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd, Catra Management Sdn Bhd and Sim Swee Tin Sdn Bhd.
C Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd, Catra Management Sdn Bhd and Paradox Corporation Sdn Bhd.
D Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd, Catra Management Sdn Bhd and Progress Innovations Sdn Bhd.

DIRECTORS’ SHAREHOLDINGS IN THE COMPANY

No. of Shares Held
Name Direct % Indirect %

Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim 37,000 0.06 - -
Lim Teck Meng 25,000 0.04 32,755,344 a 49.56
Lim Peng Cheong - - 29,407,458 b 44.50
Lim Peng Jin 40,000 0.06 29,599,044 c 44.79
Wong Mook Weng 477,400 d 0.72 - -
Tan Beng Chai 44,000 0.07 - -
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DIRECTORS’ SHAREHOLDINGS IN RELATED COMPANIES

No. of Shares Held
Name Direct % Indirect %

Scientex Packaging Berhad
Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim 112,900 0.14 - -
Lim Teck Meng 7,600 0.01 49,656,886 e 63.00
Lim Peng Cheong - - 50,627,586 f 64.24
Lim Peng Jin 1,056,070 1.34 50,694,286 g 64.32
Wong Mook Weng 3,000 # - -
Tan Beng Chai 5,000 0.01 - -

Scientex Trading Sdn Bhd
Lim Teck Meng 300 0.03 - -

Notes:
a Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd and Lim Teck Meng Sdn Bhd.
b Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd, Catra Management Sdn Bhd and Paradox Corporation Sdn Bhd.
c Deemed interest through Scientex Holdings Sdn Berhad, TM Lim Sdn Bhd, Bestex Holding Sdn Bhd, Teck Management Sdn Bhd, Woventex

Trading Sdn Bhd, Scientex Realty Sdn Bhd, Scientex Leasing Sdn Bhd, Catra Management Sdn Bhd and Progress Innovations Sdn Bhd.
d Held through nominee company(ies).
e Deemed interest through Scientex Incorporated Berhad, Malacca Securities Sdn Bhd, Scientex Realty Sdn Bhd and Lim Teck Meng Sdn Bhd.
f Deemed interest through Scientex Incorporated Berhad, Malacca Securities Sdn Bhd, Scientex Realty Sdn Bhd, Catra Management Sdn Bhd and

Paradox Corporation Sdn Bhd.
g Deemed interest through Scientex Incorporated Berhad, Malacca Securities Sdn Bhd, Scientex Realty Sdn Bhd, Catra Management Sdn Bhd and

Progress Innovations Sdn Bhd.
# Less than 0.01%.

LIST OF THIRTY (30) LARGEST SHAREHOLDERS 
(Without Aggregating Securities from Different Securities Accounts Belonging to the Same Person)

No Names No. of Shares Held % *
1 Scientex Holdings Sdn Berhad 12,073,874 18.27
2 Scientex Leasing Sdn Bhd 6,000,000 9.08
3 Lim Teck Meng Sdn Bhd 4,500,000 6.81
4 Malacca Securities Sdn Bhd 2,590,200 3.92
5 Ardent Synergy Sdn Bhd 2,238,000 3.39
6 Sim Swee Tin Sdn Bhd 2,113,732 3.20
7 Woventex Trading Sdn Bhd 1,754,000 2.65
8 Teck Realty Sdn Bhd 1,500,070 2.27
9 Ardent Square Sdn Bhd 1,471,100 2.23
10 Ang Teow Cheng & Sons Sdn Bhd 1,350,000 2.04
11 Scientex Realty Sdn Bhd 972,500 1.47
12 Lee Chi On 919,900 1.39
13 Seng Leng Tat 800,000 1.21
14 Progress Innovations Sdn Bhd 723,300 1.09
15 Ang Teow Cheng 615,000 0.93
16 Teow Her Kok @ Chang Choo Chau 574,000 0.87
17 Glamour Assets Sdn Bhd 510,000 0.77
18 HLB Nominees (Tempatan) Sdn Bhd 499,000 0.76

- A/C Paradox Corporation Sdn Bhd
19 Ang Seng Chin 420,000 0.64
20 Yatee & Sons Sdn Bhd 400,000 0.61
21 Mayban Nominees (Tempatan) Sdn Bhd 396,800 0.60

- A/C Wong Mook Weng @ Wong Tsap Loy
22 Malacca Equity Nominees (Tempatan) Sdn Bhd 381,000 0.58

- A/C Koay Teik Chuan 
23 Paradox Corporation Sdn Bhd 362,714 0.55
24 Citigroup Nominee (Asing) Sdn Bhd 317,390 0.48

- A/C SC Fundamental Value Fund LP
25 Quah Lake Jen 303,500 0.46
26 Apollo Management Sdn Bhd 300,000 0.45
27 OSK Nominees (Tempatan) Sdn Bhd 299,000 0.45

- A/C Abdul Hamed Bin Sepawi
28 Catra Management Sdn Bhd 290,400 0.44
29 Siau Kon Lin 283,600 0.43
30 Bestex Holding Sdn Bhd 264,600 0.40

Total 45,223,680 68.44

Note:
* Excluding a total of 3,231,000 shares bought-back by the Company and retained as treasury shares.
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Type of securities - Warrants A (1996/2006)
Voting Rights - One vote per warrantholder on a show of hands in the meeting

One vote per warrant on a poll of warrantholders
No. of Warrants A (1996/2006) - 1,741,824
No. of Warrantholders - 644

DISTRIBUTION OF WARRANTHOLDINGS

Size of Holdings No. of Holders % Total Holdings %

Less Than 100 24 3.73 1,142 0.07
100 - 1,000 413 64.13 259,027 14.87

1,001 - 10,000 182 28.26 699,127 40.14
10,001 - 100,000 23 3.57 593,328 34.06

100,001 to less than 5% of
issued warrants - - - -

5% and above of issued warrants 2 0.31 189,200 10.86

Total 644 100.00 1,741,824 100.00

LIST OF THIRTY (30) LARGEST WARRANTHOLDERS
(Without Aggregating Securities from Different Securities Accounts Belonging to the Same Person)

No Names No. of Warrants Held %

1 Mayban Nominees (Tempatan) Sdn Bhd 96,000 5.51
- A/C Subhas A/L N K Kannan

2 Ong Tien Hai 93,200 5.35
3 Cimsec Nominees (Asing) Sdn Bhd 50,000 2.87

- A/C Tan Tow Hung
4 Chong Kian Fah 45,600 2.62
5 Ng Sock Mooi 44,000 2.53
6 Lee Koo Chuan 42,000 2.41
7 Ng Eng Huat 38,400 2.20
8 OSK Nominees (Tempatan) Sdn Bhd 37,000 2.12

- A/C Leong Ah Kow @ Leang Lean Yow
9 Beh Sock Im 30,000 1.72
10 Ardent Square Sdn Bhd 30,000 1.72
11 Timber Forest Products (M) Sdn Bhd 30,000 1.72
12 Chew Poh Ling 26,200 1.50
13 Wong Chiap You 25,000 1.44
14 Lim Hing Fun @ Lim Kheng Ho 21,400 1.23
15 Menteri Kewangan Malaysia 20,728 1.19

- A/C Section 29 (SICDA)
16 Neoh Wee Tee 20,000 1.15
17 TA Nominees (Tempatan) Sdn Bhd 18,000 1.03

- A/C Lim Kooi Hoi
18 Yeow Hoe Seah 18,000 1.03
19 Tan Kim Hong 16,000 0.92
20 Lee Kar Wuei 16,000 0.92
21 Seah Wang Nge 15,000 0.86
22 OSK Nominees (Tempatan) Sdn Bhd 14,000 0.80

- A/C Low Eng Huat
23 Mayban Nominees (Tempatan) Sdn Bhd 12,400 0.71

- A/C Wong Kim Kiong
24 Syed Mohamed Anuar Bin Syed Osman 12,000 0.69
25 Ong Peng Wah 11,600 0.67
26 Optimum Privilege Sdn Bhd 10,000 0.57
27 Tan Chee Koon 10,000 0.57
28 RHB Capital Nominees (Tempatan) Sdn Bhd 10,000 0.57

- A/C Chong Mook Ching
29 Koh Kok Cheng 10,000 0.57
30 JF Apex Nominees (Tempatan) Sdn Bhd 10,000 0.57

- A/C Tan Zee Chow

Total 832,528 47.76

}
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Type of securities - Warrants B (2000/2006)
Voting Rights - One vote per warrantholder on a show of hands in the meeting of 

One vote per warrant on a poll      warrantholders
No. of Warrants B (2000/2006) - 3,168,276
No. of Warrantholders - 290

DISTRIBUTION OF WARRANTHOLDINGS

Size of Holdings No. of Holders % Total Holdings %

Less than 100 2 0.69 95 #
100 - 1,000 202 69.66 104,597 3.30

1,001 - 10,000 64 22.07 252,884 7.98
10,001 - 100,000 16 5.52 577,100 18.22

100,001 to less than 5% of
issued warrants 1 0.34 136,600 4.31

5% and above of issued warrants 5 1.72 2,097,000 66.19

Total 290 100.00 3,168,276 100.00

Note :
# Less than 0.01%

DIRECTORS’ WARRANTHOLDINGS IN THE COMPANY

No. of Shares Held
Name Direct % Indirect %

Lim Teck Meng - - 1,727,000 i 54.51
Lim Peng Cheong - - 1,727,000 ii 54.51
Lim Peng Jin 8,000 0.25 1,827,000 iii 57.67
Wong Mook Weng - - - -
Tan Beng Chai - - - -

Notes :
i Deemed interest through Scientex Realty Sdn Bhd, Woventex Trading Sdn Bhd and Scientex Leasing Sdn Bhd.
ii Deemed interest through Scientex Realty Sdn Bhd, Woventex Trading Sdn Bhd and Scientex Leasing Sdn Bhd.
iii Deemed interest through Scientex Realty Sdn Bhd, Woventex Trading Sdn Bhd, Scientex Leasing Sdn Bhd and Progress Innovations Sdn Bhd.

}
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LIST OF THIRTY (30) LARGEST WARRANTHOLDERS
(Without Aggregating Securities from Different Securities Accounts Belonging to the Same Person)

No Names No. of Warrants Held %

1 Scientex Realty Sdn Bhd 850,000 26.83
2 Scientex Leasing Sdn Bhd 500,000 15.78
3 Woventex Trading Sdn Bhd 377,000 11.90
4 Koay Teik Chuan 200,000 6.31
5 Ang Ng Soon 170,000 5.37
6 Siow Mon Mee 136,600 4.31
7 Progress Innovations Sdn Bhd 100,000 3.16
8 Cheah Siu Chone 98,600 3.11
9 Tee Kok Leong 60,000 1.89
10 Teo Hock Kar 38,700 1.22
11 Lee Koo Chuan 37,400 1.18
12 Malacca Equity Nominees (Tempatan) Sdn Bhd 35,000 1.10

- A/C Ho Kok Kiang

13 Eng Wing Kuang 33,000 1.04
14 Mayban Nominees (Tempatan) Sdn Bhd 26,000 0.82

- A/C Ong Ai Peng

15 Pau Kiew Hiong 24,400 0.77
16 Ewe Chor Lay 23,000 0.73
17 Mayban Nominees (Tempatan) Sdn Bhd 20,000 0.63

- A/C Tan Wee Wee

18 Khoo Kay Leong 20,000 0.63
19 Mayban Nominees (Tempatan) Sdn Bhd 18,000 0.57

- A/C Chung Seng Kong

20 Kuan Siew Teng 17,000 0.54
21 Tee Boon Hor 15,000 0.47
22 Yeo Soo Hwa 11,000 0.35
23 Tan Ket Huat 10,000 0.32
24 Ng Koh Heng 10,000 0.32
25 Chan Sok Jin 10,000 0.32
26 Lee Chung Yau 10,000 0.32
27 Wong Choi Wah 10,000 0.32
28 Lim Beng Teong 10,000 0.32
29 Low Siew Nyok 10,000 0.32
30 Lim Hing Fun @ Lim Kheng Ho 9,000 0.28

Total 2,889,700 91.23
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NOTICE IS HEREBY GIVEN THAT the Thirty-Eighth Annual General Meeting of the Company will be held at Melati 1, 2 &
3, Sheraton Subang Hotel & Towers, Jalan SS 12/1, 47500 Subang Jaya, Selangor Darul Ehsan on Thursday, 28 December
2006 at 10.00 a.m. for the following purposes :-

AGENDA

1. To receive the Audited Financial Statements for the year ended 31 July 2006 together with the Reports of the Directors
and Auditors thereon. (Resolution 1)

2. To declare a final tax exempt dividend of 6% in respect of the year ended 31 July 2006. (Resolution 2)

3. To re-elect the following Directors who retire by rotation in accordance with Article 93 of the Company’s Articles of
Association and being eligible, have offered themselves for re-election:

(a)  Y.Bhg. Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim (Resolution 3) 

(b)  Mr Tan Beng Chai (Resolution 4)

4. To consider and if thought fit, to pass the following resolution pursuant to Section 129(6) of the Companies Act, 1965:

"THAT, pursuant to Section 129(6) of the Companies Act, 1965, Mr Wong Mook Weng, who is over the age of seventy
(70) years, be re-appointed as Director of the Company, to hold office until the conclusion of the next Annual General
Meeting." (Resolution 5)

5. To approve the payment of Directors’ fees for the year ended 31 July 2006. (Resolution 6)

6. To re-appoint Messrs Ernst & Young as the Auditors of the Company and to authorise the Directors to fix their
remuneration. (Resolution 7)

AS SPECIAL BUSINESS

To consider and, if thought fit, to pass the following Resolutions:

7. ORDINARY RESOLUTION I
Authority to Directors to Allot and Issue Shares Pursuant to Section 132D of the Companies Act, 1965

"THAT subject to the provision of Section 132D of the Companies Act, 1965 and the approvals of the relevant
governmental/regulatory authorities, where necessary, the Directors be and are hereby authorised from time to time to
allot and issue shares in the Company at such price, upon such terms and conditions and for such purposes and to such
person or persons whomsoever as the Directors may, in their absolute discretion, deem fit provided the aggregate
number of shares to be issued does not exceed ten percent (10%) of the total issued and paid-up share capital of the
Company for the time being AND THAT the Directors be and are also empowered to obtain the approval from Bursa
Malaysia Securities Berhad for the listing of and quotation for the additional shares so issued AND THAT such authority
shall continue to be in force until the conclusion of the next Annual General Meeting of the Company." (Resolution 8)

8. ORDINARY RESOLUTION II
Proposed Renewal of Share Buy-Back Authority

"THAT subject to the rules, regulations, orders and guidelines made pursuant to the Companies Act, 1965 ("Act"),
provisions of the Memorandum and Articles of Association of the Company and the Listing Requirements of Bursa
Malaysia Securities Berhad ("Bursa Securities") and any other relevant governmental and/or regulatory authorities, the
Company be and is hereby authorised, to the extent permitted by law, to purchase on the market and/or hold such
number of the Company's issued and paid-up ordinary shares of RM1.00 each ("SIB Shares") through the Bursa
Securities ("Proposed Share Buy-Back") as may be determined by the Directors of the Company ("Directors") from time
to time upon such terms and conditions as the Directors may deem fit, necessary and expedient in the interest of the
Company provided that:-

(a) The maximum number of SIB Shares which may be purchased and/or held by the Company at any point of time 
pursuant to the Proposed Share Buy-Back shall not exceed ten percent (10%) of the total issued and paid-up share 
capital of the Company for the time being quoted on Bursa Securities; and

(b) The maximum fund to be allocated by the Company for the Proposed Share Buy-Back shall not exceed the total 
retained profits and/or share premium account of the Company based on its latest audited financial statements 
available up to the date of a transaction pursuant to the Proposed Share Buy-Back. As at 31 July 2006, the audited 
retained profits and share premium account of the Company was RM46,930,650 and RM8,967,860 
respectively.

THAT the shares purchased by the Company pursuant to the Proposed Share Buy-Back be dealt with in all or any of the
following manner (as selected by the Company):-

(i) the shares so purchased may be cancelled; and/or
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(ii) the shares so purchased may be retained in treasury for distribution as share dividends to the shareholders and/or 
resold on the market of Bursa Securities and/or subsequently cancelled; and/or

(iii) part of the shares so purchased may be retained as treasury shares with the remaining being cancelled; and/or

(iv) in such other manner as prescribed by the Act, rules, regulations and orders made pursuant to the Act, the Listing 
Requirements of Bursa Securities and any other relevant authorities for the time being in force.

THAT the authority conferred by this resolution will commence immediately upon the passing of this Ordinary Resolution
and will expire at the conclusion of the next Annual General Meeting of the Company, unless renewed or earlier revoked
or varied by ordinary resolution of the shareholders of the Company in a general meeting or expiration of the period within
which the next Annual General Meeting after that date is required by law to be held, whichever occurs first and, in any
event, in accordance with the provisions of the guidelines issued by the Bursa Securities or any other relevant authority,
but so as not to prejudice the completion of a purchase made before such expiry date.

AND THAT the Directors of the Company be and are hereby authorised to take all steps as are necessary or expedient
to implement or to give effect the Proposed Share Buy-Back with full powers to amend and/or assent to any conditions,
modifications, variations or amendments (if any) as may be imposed by the relevant governmental/regulatory authorities
from time to time and with full power to do all such acts and things thereafter in accordance with the Act, the provisions
of the Memorandum and Articles of Association of the Company and the Listing Requirements of Bursa Securities and
all other relevant governmental/regulatory authorities" (Resolution 9)

9. To transact any other business of which due notice shall have been given.

NOTICE OF DIVIDEND ENTITLEMENT AND PAYMENT

NOTICE IS HEREBY GIVEN THAT subject to the approval of the shareholders, the proposed final tax exempt dividend will
be paid on 30 January 2007 to shareholders whose names appeared in the Record of Depositors on 15 January 2007.

A Depositor shall qualify for entitlement only in respect of:

a) Shares deposited into the Depositor’s Securities Account before 12.30 p.m. on 11 January 2007 in respect of shares
exempted from mandatory deposit;

b) Shares transferred into the Depositor’s Securities Account before 4.00 p.m. on 15 January 2007 in respect of ordinary
transfers; and

c) Shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of Bursa Malaysia
Securities Berhad.

By Order Of The Board

TAN BENG CHAI (MAICSA 0739863)
LAU WING HONG (MAICSA 7010572)
Secretaries

Shah Alam
4 December 2006

Notes:
1. A member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote in his stead. A proxy need not be a member

of the Company and a member may appoint any person to be his proxy without limitation and the provision of Section 149(1)(b) of the Companies
Act, 1965 shall not apply to the Company.

2.   The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly authorised in writing or if such appointer
is a corporation, under its common seal or the hand of its attorney.

3. The form of proxy must be deposited at the Company’s Registered Office at Jalan Utas 15/7, 40000 Shah Alam, Selangor Darul Ehsan, not less
than forty-eight (48) hours before the time appointed for the holding of the meeting or any adjournment thereof.

4. Explanatory Statement on Special Business
(i) Resolution on Authority to Directors to Allot and Issue Shares Pursuant to Section 132D of the Companies Act, 1965

The Ordinary Resolution No. 8 proposed under item 7, if passed, will give powers to the Directors to allot and issue shares up to a maximum
of ten percent (10%) of the total issued and paid-up share capital of the Company for the time being for such purposes as the Directors
consider would be in the best interest of the Company. This authority, unless revoked or varied at a general meeting, will expire at the next
Annual General Meeting of the Company.

(ii) Resolution on Proposed Renewal of Share Buy-Back Authority
The Ordinary Resolution No. 9 proposed under item 8, if passed, will empower the Company to purchase and/or hold the Company’s shares
up to ten percent (10%) of the issued and paid-up share capital of the Company by utilising the funds allocated which shall not exceed the
total retained profits and share premium account of the Company. This authority unless renewed, revoked or varied at a general meeting, will
expire at the conclusion of the next Annual General Meeting. Further information on the Proposed Renewal of Share Buy-Back Authority is set
out in the Share Buy-Back Statement dated 4 December 2006 which is dispatched together with the Company’s Annual Report 2006.

5.  The statement accompanying this Notice of Annual General Meeting is contained on page 104 of the Annual Report.

103



Statement Accompanying Notice Of Annual General Meeting

Scientex Incorporated Berhad ANNUAL REPORT 2006

1. Directors who are standing for re-election:-

(i) Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim (retiring pursuant to Article 93 of the Company’s Articles of Association)
(ii) Tan Beng Chai (retiring pursuant to Article 93 of the Company’s Articles of Association)
(iii) Wong Mook Weng  (retiring pursuant to Section 129(6) of the Companies Act, 1965)

The details of the three (3) Directors seeking re-election or re-appointment are set out in their respective profiles which
appear in the Profile of the Board of Directors on pages 6 and 7 of this Annual Report. Their securities holdings in the
Company and its subsidiaries are set out in the Analysis of Shareholdings/Warrantholdings on pages 97 to 101 of this
Annual Report.

2. Details of attendance of Directors at Board Meetings.

Five (5) Board Meetings were held during the financial year from 1 August 2005 till 31 July 2006. The details of attendance
of Directors at the Board Meetings is set out in the Statement of Corporate Governance on pages 27 and 28 of this
Annual Report.

3. Date, time and venue of Meeting

The Thirty-Eighth Annual General Meeting of the Company will be held at Melati 1, 2 & 3, Sheraton Subang Hotel &
Towers, Jalan SS 12/1, 47500 Subang Jaya, Selangor Darul Ehsan on Thursday, 28 December 2006 at 10.00 a.m.
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Form Of Proxy

SCIENTEX INCORPORATED BERHAD
(Company No. 7867-P)

(Incorporated in Malaysia)

I/We    ____________________________________________________________________________________________________

of     _____________________________________________________________________________________________________

being  a  member/members  of  SCIENTEX INCORPORATED  BERHAD,   hereby   appoint   *the  Chairman of the Meeting

or  _______________________________________________________________________________________________________

of  _______________________________________________________________________________________________________

and/or failing him/her _______________________________________________________________________________________

of  _______________________________________________________________________________________________________

as my/our proxy to vote for me/us and on my/our behalf at the Thirty-Eighth Annual General Meeting of the Company to be
held at Melati 1, 2 & 3, Sheraton Subang Hotel & Towers, Jalan SS 12/1, 47500 Subang Jaya, Selangor Darul Ehsan on
Thursday, 28 December 2006 at 10.00 a.m. and at any adjournment thereof and to vote as indicated below :-

No. RESOLUTIONS FOR AGAINST

1. To receive the Audited Financial Statements for the year 
ended 31 July 2006 together with the Report of Directors and 
Auditors thereon

2. To approve the declaration of a final tax exempt dividend of 6%

3. To re-elect Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim as 
Director of the Company

4. To re-elect Tan Beng Chai as Director of the Company

5. To re-appoint Wong Mook Weng as Director of the Company

6. To approve the payment of Directors’ fees

7. To re-appoint Messrs Ernst & Young as the Auditors of the 
Company and to authorise the Directors to fix their remuneration

8. To authorise the Directors to allot and issue shares pursuant to 
Section 132D of the Companies Act, 1965

9. To approve the Proposed Renewal of Share Buy-Back Authority

(Please indicate with an "X" in the spaces provided above how you wish your votes to be cast on the resolutions specified
in the Notice of Annual General Meeting. If no specific instruction as to voting is given, the proxy will vote or abstain from
voting at his/her discretion).

Dated this ____________ day of  _____________________2006.

No. of Shares held ______________________________
Signature of Member(s)

NOTES:

i) A member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote in his stead.  A proxy need not be a member
of the Company and a member may appoint any person to be his proxy without limitation and the provision of Section 149(1)(b) of the Companies
Act, 1965 shall not apply to the Company.

ii) The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly authorised in writing or if such appointer
is a corporation, under its common seal or the hand of its attorney.

iii) The form of proxy must be deposited at the Company’s Registered Office at Jalan Utas 15/7, 40000 Shah Alam, Selangor Darul Ehsan not less than
forty-eight (48) hours before the time appointed for the holding of the meeting or any adjournment thereof.
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