Company No. 1022660-T

9. APPROVALS AND CONDITIONS

9.1 APPROVALS FROM RELEVANT AUTHORITIES

The SC had via its letter dated 12 March 2013 granted an exemption sought by us from having to
comply with the following paragraphs of the Prospectus Guidelines — Equity in relation to the use of the
audited financial statements of our subsidiary companies for the FYE 31 August 2012 for the purpose

of submission of the draft registrable prospectus for public exposure after 28 February 2013.

No.

Relief sought

Details on Conditions Imposed

Status of Compliance

1.

Relief from complying
with paragraphs 8.07,
8.08, 11.01, 12.02,
12.04, 12.08,
12.07(a)(ii) and (iii),
12.07¢e), 12.10, 12.13,
12.16, 13.11, 13.13 and
13.14 of the Prospectus

(i) Submission of the prospectus
for public exposure should not
exceed nine (9) months from the
most recent completed financial
year for which audited financial
statements have been prepared;

Complied. The draft registrable
Prospectus was submitted to the SC
for public exposure on 31 May
2013, which was within the nine (9)
months from our then latest audited
financial statements for FYE 31
August 2012.

Guidelines — Equity in (i) The interim unaudited financial Complied.
relation to the use of statements, as well as the
Sasbadi’s latest audited Management's Discussion and
financial statements for Analysis in respect of the said
the financial year ended unaudited financial statements,
31 August 2012 for the should be submitted together
purpose of submission with the prospectus;
of the draft registrable
prospectus (iii) The interim financial ~Complied.
statements, which have been
audited, and the updated
prospectus should be submitted
two (2) weeks prior to the
confirmation of registration of
the prospectus by the SC; and
(iv) Material deviations, if any, Notapplicable.

between the interim unaudited

financial statements and the
interim audited financial
statements should be

highlighted and clarified to the
SC, upon submission of the
required  information under
paragraph (iii) above.

The SC had, via its letter dated 30 January 2014, approved our IPO under Section 214(1) of the CMSA
and equity requirement for public companies.

The conditions imposed by the SC and the status of compliance with the conditions are set out below:

No.

Details on Conditions Imposed

Status of Compliance

@

Sasbadi Holdings to allocate IPO Shares representing 12.5% of its

To be complied.

enjarged issued and paid-up share capital to Bumiputera investors.
This includes the IPO Shares offered under the balloted public offer
portion, of which 50% are to be offered to Bumiputera investors. In
the event that MITI is unable to allocate the shares to Bumiputera
investors, the unsubscribed shares shall be offered to Bumiputera
public investors via balloting;
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Company No. 1022660-T

9. APPROVALS AND CONDITIONS (Cont’d)
No. Details on Conditions Imposed Status of Compliance
(i) Alliance/Sasbadi Holdings to fully comply with the requirements of To be complied.

the SC’s Equity Guidelines and Prospectus Guidelines pertaining to
the implementation of the Proposed Listing; and

(iii) The Due Diligence Working Group for the Listing to provide Complied.
confirmation that the Sasbadi Holdings Group’s pro forma cash and
cash equivalents available prior to the Dividend Payment, based on
the Sasbadi Holdings Group’s latest audited financial statements, are
sufficient and the Sasbadi Holdings Group has sufficient working
capital for a period of at least twelve (12) months from the date of
the prospectus.

The SC had, via its letter dated 30 January 2014, also noted that thc cquity structure relating to
Bumiputera, non-Bumiputera and foreign shareholdings in our Company would change arising from
the implementation of our Listing Scheme, as follows:

Category of shareholders Before IPO” After IPO*

% %
Bumiputera 100.0 12.5
Non-Bumiputera - 875
Foreigners - -
Total 100.0 100.0
Notes:

As at incorporation.
* Based on our enlarged issued and paid up share capital of 127,000,000 Shares after the IPO.

The SC had, via its letter dated 23 June 2014, approved our application for an extension of time for an
additional six (6) months up to 29 January 2015 for the completion of our Listing.

Bursa Securities had, vide its letter dated 10 April 2014, approved our admission to the Official List
and the listing of and quotation for our entire enlarged issued and paid-up share capital of
RM63,500,000 comprising 127,000,000 Shares on the Main Market of Bursa Securities.

The conditions imposed by Bursa Securities and the status of compliance with the conditions are set out

below:
No. Details on Conditions Imposed Status of Compliance
1. Make the relevant announcements pursuant to paragraph 8.1 and To be complied.
8.2 of Practise Note 21 of the Listing Requirements. In this respect,
Sasbadi Holdings is advised to include the Stock Code, Stock
Short Name and ISIN Code upon making the announcement on the
timetable for IPO
2. Furnish Bursa Securities with the following prior to the listing date

(except as stated otherwise):

@) A copy of the schedule of distribution showing To be complied.
compliance to the share spread requirements based on
the entire issued and paid up share capital of Sasbadi
Holdings on the first day of listing; and
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Company No. 1022660-T

9. APPROVALS AND CONDITIONS (Cont’d)
No. Details on Conditions Imposed Status of Compliance
(i) A cheque drawn to the order of Bursa Securities for the Not applicablc.
annual listing fees based on the final issue price (in
excess of the annual listing fees as provided in the listing
application), if applicable, together with a copy of the
details of the computation of the amount of annual
listing fees payable.
MITT had, vide its letter dated 5 August 2013, approved our Listing on the Main Market of Bursa
Securities.
9.2 MORATORIUM ON SALE OF SHARES

In compliance with the Equity Guidelines of the SC, Shares held by our Promoters at the date of our
Listing are required to be placed under moratorium. Moratorium shall be imposed as follows:

Shares held under moratorium for the

first six (6) months upon Listing

< Direct >

No. of %

Promoters Shares held held”

Karya Kencana 25,400,000 20.0

Law King Hui 25,400,000 20.0

Lee Swec Hang 12,700,000 10.0

Lee Eng Sang 6,350,000 5.0

Law En Ruey 100,000 0.1

Total 69,950,000 55.1
Notes:

* Based on our enlarged issued and paid-up share capital of 127,000,000 Shares after our IPO.

Assuming full subscription of his Pink Form Tranche.

Our Promoters have accepted the moratorium and they will not be permitted to sell, transfer or assign
any part of their interest in the Shares under moratorium held as at the date of Listing for a six (6)
months period beginning from the date of our Listing.

The restriction, which is fully acknowledged by our Promoters, is specifically endorsed on our share
certificates representing their shareholdings which are under moratorium to ensure that our Share
Registrar will not register any transfer and sale that are not in compliance with the aforesaid restriction
imposed.

The shareholders of Karya Kencana have each furnished a letter of undertaking to the SC that they will

not sell, transfer or assign any part of their shareholdings in Karya Kencana for six (6) months from the
date of our Listing on Bursa Securities.

203



¥0C

JALL Ut 3saxjur Aiinba
%0001 Sploy Apusino
Yorym pyg ups [nddun
Bunlueg jo Japjoysreys
[enuRISGNS pue JOj3Ip €
sem oym ‘Fuoag 18 US X
JALL 01 S[eLIdIBWE  WBPBN JO Me[-UI-JOYI0iq
- - ¥€9 - - - ‘eUOnEONPa  SUIUO JO S3[BS A S Ing Jury me] iy Sury] me] vdINL
1ied pjed pus Jul[u() IPEqSES UdIMJI( SUOIIBSUET] AJIed PIEPY
JOII(] 2ANNISX]
Suey somg  pue Jop[oyaieys
- - - S¢ - - 527 01 3]P1YaA Joyows Jo [esodsiq  [enueIsqQns “130WOoI g Suep] 9amg 93] Suey somg 907
(3waanos Sunuud pue
ded -o11) Aosiape Suiysygnd
0} UONB[AL UL UOWR)NSUOD dNL ut 1sazaur Ajnbo
loj Ipeqses 0} JNL AQ %0001 Sploy ApuaLno
- - - Sy Sy Sy pred saa) sooiazes juswadeuey  yorym pyg ups [nS3un)
Sunfueg jo Japjoyaseys
*C *C 11 £9¢ 8SE°1 809°C dALL Woly $300Q Jo 3selpind  [BRULISQNS pue JOIJIp B
sem oym ‘Fuosg 1Y Us WdALL.)
dAL  WepB JO ME[-Ul-ALRO0Iq pug ups
«(81) #:(81) €Sr'e 961 LSY°L 667 0} soded pue $j00q Jo soleS oYy St Iy [ury me] InH Sury me]  ssald eAB[EIN 94,
10309a1(] Surdeury
Iny Sury mey  pue Japjoyareys
- - - %% - - 0} OOIYdA Jojow jo [esodsyg [enuelsqns ‘ror0wold my Sury me] my Sury me]
Sonaed poje[ad PUE IPEqSEs USdA)aq SBoTdesuel) Aried pajepy
000. WY 000.Nd 000. Y 000 000N 000.A
P10t vio0z €107 (48114 1107 oroe uopdesues] Jo 3N  diysuoney Jo 3anjeN Jpoydasyg Avieg paeRy
sngny AIgniqag Jolepy 71039111
1€ 3AL 87 AdA < JSMBNY [€ GAH - > jowolg
IS804 < [enjy > palsasdu]

10T ISNSNY 1¢ G AL JOJ 180010 SY) SB [[oM Sk 10T AIeniqe] 87 Hd.d PUe €107
0} 010z sn8ny ¢ AL () oy 1sed ayy Sunmp ‘(sjustuairnboy Funsry oY) Jopun pauISp SB) WAY) YiIM Pooauu0d suosied Jo/pue SIopjoyaIeys Jofew ‘s10)00Ir(]
o pue dnoyn mo usamiaq ojur parejus suondesuer) Aured-pajerar pasodosd Apussard 10 Sursixe ou ore 10U} JEY} SULIJUOD PIEROE JNO ‘MO[aq PASO[ISIP St PARS

SNOILDVSNVIL ALYVd FILVTIY dIS0d0dd ANV ONILSIXH 101

LSHAALNI 4O SLOTTANOD ANV SNOILDVSNVIL ALYVd AILVTIA )¢

1-0992Z01 "ON Auedwo)




$0c

IPOGSDS 01 JI.L £q Suinja Saps #
67C dINLL 03 $§00q JO 3[Eg
nyng 31910
Syl dIALL 03 S[RLIS)BIU [RUONEBINPS SUIjUO JO S3[BS

SWUQ IPEIES

I dIALL Woy $jj00q JO 9sBYdINg

€19l dIALL 01 12ded pue syooq Jo sofes
peqses
000.JA uondBSUBLY, JO INIBN

:Smojjof $0 2.4 (ivd pawias v SO UOLDSSID S, JIN | UIMBISGNS p1O7 A10N1Ga] §7

AdA W JNL YR dnodny 4no £G o1 pa4djua suondvsuv4y fo sjunown 2y ~dnoin) 4no Jo duwd pappjas v sv 4ONVSS2D Sit 0F 4014d JI T YIM SUOYIDSUDAT O} UOND]2L Ul 24D PISOJISIP STUNOUD Y[ *
‘A12A1102dS24 £[()7 A2QUIBAON 7 PUD £[Q7 42GUIAON §7 4O pyg ups (n83up) Sunfiuvg [0 1019a.41p ayj s pausisas pup uos 42y o} pyg ups (nS88uy) unfuvs ur Suipjoyaiys
2411Ud 42Y PaLIBfSUDL] BU0aS DT U3 WOPDY 43}fp dnosr) ano Jo Auvd papwiaa v 29 01 pasvad JWL (D)N[S divuitid 10f sporiaiou 4yj0 pup $300q1x3) Burysiignd st JW L Jo Ssauisng 2400 ayJ v
:sagoN
JIALL ur 3sa19ui Ayinba

%0°001 Sploy Apuauino
yorym pyg ups [n3dun)
Sunfueg jo Ioployateys
[ELUBISQNS PUB YOI B

sem oym ‘Fuoog re us{ ed AL,
WEPBJA] JO Me[-Ui-19Y)01q pug ups
+T *C (12 78 - - JdIALL 01 syooq jo sejeS  oyy SI Inj 3Jury mey Ing] Sury] me]  ssoid eAe[ejy oy

TEd Paje[al PUE MmNy NQI() UIaM)3( SUOIJIESUEL) AJTed Pajeoy]

000. A 000.JA 000 A 000N 000N 000:A

| 41114 Y107 €107 7107 1107 0107 uondesues] jo armeN  diysuoye[ay Jo dimeN 13poyaaeyg Lyaeg pajepy
sndny Areniqayy Jolepy /10303111
1€ 3Ad 87 AdA <mmmmmmmmm e JSNBNY [€ HAH - /1oworyg

1583300 < [EN)IY ~mmmmmmmemmmmmmmmmee e, parsaIduy

(p.10)3) LSAAALNI 40 SLOITINOD ANV SNOLLOVSNVIL ALAVd AALVIAA 01

I1-0992Z01 "ON Auedwio)




Company No. 1022660-T

10.

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

10.2

10.3

Our Directors confirm that all the related party transactions disclosed above would not give rise to any
conflict of interest situation and were transacted on an arm’s length basis and are based on terms which
are not unfavourable to our Group.

Upon Listing, our Directors, through our Audit Committee, will review the terms of any related party
transactions and ensure that any related party transactions (recurrent inclusive, if any) are not carried
out on terms more favourable to the related parties than those normally agreed with other customers or
suppliers and are also not to our detriment and to the detriment of our minority shareholders.

Our Directors are also not aware of any other transactions that may give rise to conflict of interest

situations between our Group and any of our Directors, major shareholders and/or persons connected
with them.

TRANSACTIONS THAT ARE UNUSUAL IN NATURE OR CONDITIONS
Our Directors confirm that there are no transactions that are unusual in nature or conditions, involving

goods, services, tangible or intangible assets, to which our Group was a party to during the past four (4)
FYE 31 August 2010 to 2013 and FPE 28 February 2014.

INTERESTS IN SIMILAR BUSINESSES AND INTERESTS IN BUSINESSES OF OUR
CUSTOMERS OR SUPPLIERS
As at LPD, none of our Directors and/or substantial shareholders has any interest, direct or indirect, in

any other businesses and corporations carrying on a trade similar to that of our Group and/or any
business or corporations which are our customers or suppliers.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Company No. 1022660-T

10.

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

10.5

DECLARATION BY EXPERTS

Save as disclosed below, Alliance is not aware of any situation or potential situation that will give rise
to a conflict or potential conflict of interests in Alliance’s capacity to act as the Principle Adviser,
Underwriter and Placement Agent for the Listing:

Sasbadi has credit facility totaling RM13.0 million, of which approximately RMS8.2 million is
outstanding as at LPD, from Alliance Bank Malaysia Berhad (“ABMB”), the holding company of
Alliance, which was provided by ABMB in the ordinary course of its banking business.

Notwithstanding the above, Alliance is of the opinion that the financial relationship with Sasbadi as
mentioned above will not give rise to a conflict of interest situation for Alliance to act as the Principal
Adviser, Underwriter and Placement Agent to Sasbadi Holdings for the Listing. The exposure of
ABMB to Sasbadi of approximately RM13.0 million is not material as it only represents approximately
0.3% of ABMB’s audited shareholders funds of RM3.97 billion as at 31 March 2013.

Accordingly, Alliance confirms that there is no existing or potential conflict of interests in its capacity
as the Principal Adviser, Underwriter and Placement Agent for our Listing.

KPMG confirms that there is no existing or potential conflict of interests in its capacity as the
Reporting Accountants for our Listing.

Amin, Wern Li & Associates confirms that there is no existing or potential conflict of interests in its
capacity as the Solicitors in respect of legal due diligence for our Listing.

Vital Factor confirms that there is no existing or potential conflict of interests in its capacity as the
Independent Business and Market Research Consultants for our Listing.

City Valuers & Consultants Sdn Bhd confirms that there is no existing or potential conflict of interests
In its capacity as the Independent Property Valuer for our Listing.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Company No. 1022660-T

11. PRO FORMA HISTORICAL FINANCIAL INFORMATION

Our pro forma consolidated financial information as illustrated below has been compiled based on the
accounting principles and bases consistent with those adopted by us which are set out in the notes and
assumptions included in the Independent Reporting Accountants’ Report On The Compilation Of Pro Forma
Financial Information Included In A Prospectus as set out in Section 11.4 of this Prospectus. The financial
statements used in the preparation of our pro forma consolidated financial information were prepared in
accordance with Malaysian Financial Reporting Standards. Any adjustments that were dealt with when
preparing our pro forma consolidated financial information have been highlighted and disclosed in Section 11.4
of this Prospectus. There has been no audit qualification on our audited financial statements for the past four (4)
FYE 31 August 2010 to FYE 31 August 2013 and FPE 28 February 2014. Nevertheless, as disclosed in the
Accountants’ Report as set out in Section 13 of this Prospectus, the audited accounts of Maya Press contained an
emphasis of matters for FPE 31 August 2010, FYE 31 August 2011 to FYE 31 August 2013 and FPE 28
February 2014.

11.1 PRO FORMA CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

The table below sets out our pro forma consolidated statement of profit or loss and other
comprehensive income for the past four (4) FYE 31 August 2010 to FYE 31 August 2013 and FPE 28
February 2014, which have been prepared for illustrative purposes only assuming that our current
Group structure has been in existence throughout the financial years/period under review. In addition,
the unaudited consolidated financial information for FPE 28 February 2013 has been prepared for
information only.

You should read the summary of our pro forma consolidated statement of profit or loss and other
comprehensive income for the past four (4) FYE 31 August 2010 to FYE 31 August 2013 and FPE 28
February 2014 which has been presented below together with the management’s discussion and
analysis of financial condition and results of operations as set out in Section 12 of this Prospectus and
the Independent Reporting Accountants’ Report On The Compilation Of Pro Forma Financial
Information Included In A Prospectus as set out in Section 11.4 of this Prospectus.

< Audited > Unaudited Audited
R FYE 31 August —————> ¥PE 28 Fehruary
2010 2011 2012 2013 2013 2014
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Revenue 47,012 59,961 64,821 77,964 49,986 43,992
Cost of sales (28,460)  (35,143) (37,916)  (45,831) (27,753) (22,343)
Gross profit 18,552 24.818 26,905 32,133 22,233 21,649
Other operating income 300 364 812 806 153 94
Distribution costs (4,492) (5,216) (5,245) (5,535) (2,753) (3,294)
Administrative expenses (5,922) (6,857) (7,311) (9,365) (4,632) (5,176)
Other operating expenses (243) (341) (296) (476) (181) (2,222)
Results from operating activities 8,195 12,768 14,865 17,563 14,820 11,051
Interest income 177 223 92 173 145 55
Finance costs (126) 49) (59) (73) 25) (170)
Profit hefore tax 8,246 12,942 14,898 17,663 14,940 10,936
Income tax expense (2,176) (3,466) (4,006) (4,909 (4,114) (2,906)
Profit for the financial year/period 6,070 9,476 10,892 12,754 10,826 8,030
Other comprehensive income, net
of tax
Items that will not be reclassified
subsequently to profit or loss
Revaluation of
property, plaot and equipment 4,172 - 4,168 - - -
Total comprehensive income 10,242 9,476 15,060 12,754 ESQB 8,030

for the fioaocial year/period
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Company No. 1022660-T

11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

< Audited > Unaudited Audited
Keeavamenmmmmeeee FYE 31 August —--—-—ceeaes > FPE 28 February
2010 2011 2012 2013 2013 2014
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Profit attributable to:
Owners of the Company 6,070 9,476 10,892 12,754 10,826 8,030
Total comprehensive income
attributable to:
Owners of the Company 10,242 9,476 15,060 12,754 10,826 8,030
(1) Gross profit margin (%)* 39.5 414 415 41.2 4.5 49.2
(i1) Interest income (RM “000) 177 223 92 173 145 55
(iii)  Interest expense (RM'000) 105 33 32 36 18 106
(iv)  Depreciation and 1,184 1,355 1,618 1,916 949 1,301
amortisation (RM*‘000)
) Earnings before intercst, 9,358 14,107 16,456 19,442 15,762 12,288
taxation, depreciation and
amortisation (EBITDA)
(RM“000)
(vi)  Profit before tax margin (%)" 17.5 21.6 23.0 227 299 24.9
(vii)  Profit after tax margin (%) 6 129 15.8 16.8 16.4 21.7 18.3
(viii)) Number of ordinary shares 105,800 105,800 105,800 105,800 105,800 105,800
assumed in issue (‘000) #
(ix)  Basic and diluted earnings 5.74 8.96 10.29 12.05 20.47™ 1518
per ordinary share (sen) @,0
Notes:
* Gross profit margin is computed based on the gross profit divided by the revenue for the respective financial
years/periods under review.
A Profit before tax margin is computed based on the profit before tax divided by the revenue for the respective financial
years/periods under review.
6 Profit afler tax margin is computed based on the profit afier tax divided by the revenue for the respective financial

years/periods under review.
# Based on the issued and paid-up share capital of 105,800,000 Shares after the Acquisitions.
@ Basic earnings per ordinary share is computed based on the profit for the financial years/periods attributed to the
owners of the Company divided by the number of ordinary shares assumed in issue.
No dilution of earnings per ordinary shave.
Annualised to 12 months for comparison purposes.

3 R

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Company No. 1022660-T

11.

PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

11.2

PRO FORMA CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Our pro forma consolidated statement of financial position as set out below has been prepared for
illustrative purposes only, based on our audited statement of financial position as at 28 February 2014
assuming that our Public Issue and utilisation of proceeds had been effected as at that date.

We advise you to read the pro forma consolidated statement of financial position presented below
together with the notes and assumptions included in the Independent Reporting Accountants’ Report
On The Compilation Of Pro Forma Financial Information Included In A Prospectus as set out in

Section 11.4 of this Prospectus.

Assets

Property, plant and equipment
Other investments

Intangible assets

Total non-current assets

Inventories

Trade and other receivables, and

other assets
Prepayments
Current tax assets
Cash and cash equivalents
Total current assets
Total assets

Equity

Share capital

Share premium

Revaluation reserve

Merger deficit

Retained earnings

Total equity attributable to
owners of the Company

Liabilities

Borrowings

Deferred tax liabilities

Total non-current liabilities

Borrowings

Trade and other payables
Provisions

Current tax liabilities

Total current liabilities
Total liabilities

Total equity and liabilities

Pro forma Pro forma Pro forma
1 II 1
Audited After
statement of Incorporation After Pro forma

financial of Subsidiaries?, 1, 1PO, Vendors’ After Pro forma
position at Dividend Shareholdings 11 and utilisation
28 February Payment and Reorganisation of the proceeds
2014 Acquisitions and Listing from 1PO
RM’000 RM’000 RM’000 RM’000

- 27,650 27,650 35,650

- 37 37 37

- 5,225 5,225 5,225

- 32,912 32,912 40,912

- 15,952 15,952 15,952

- 34,463 34,463 34,463

193 657 657 464

- 318 318 318

* 9,180 34,408 24,538

193 60,570 85,798 75,735

193 93,482 118,710 116,647

* 52,900 63,500 63,500

- - 14,628 13,644

- 11,340 11,340 11,340
- (50,500) (50,500) (50,500)

(955) 49432 49,432 48,353

(955) 63,172 88,400 86,337

- 247 247 247

- 2,975 2,975 2,975

- 3,222 3,222 3,222

- 8,944 8,944 8,944

1,148 11,524 11,524 11,524

- 4,149 4,149 4,149

- 2,471 2,471 2,471

1,148 27,088 27,088 27,088

1,148 30,310 30,310 30,310

193 93,482 118,710 116,647
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Company No. 1022660-T

11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)
Pro forma Pro forma Pro forma
1 I I
Audited After
statement of Incorporation After Pro forma
financial of Subsidiaries”, I, IPO, Vendors’ After Pro forma
position at Dividend Shareholdings II and utilisation
28 February Payment and Reorganisation of the proceeds
2014 Acquisitions and Listing from IPO
RM’000 RM’000 RM’000 RM’000
No. of shares in issue (‘000) ok 105,800 127,000 127,000
Net (liabilities)/ assets (RM’000) (955) 63,172 88,400 86,337
Net (liabilities)/ assets per share
attributable to owners of the (238,750) 0.60 0.70 0.68
Company (RM)
Notes:
* Denotes RM2.
*k Represents 4 shares.
~ Includes the unaudited financial statements of MBP Publications and Sasbadi Learning Solutions on incorporation
prepared by us as both subsidiaries were incorporated afier FPE 28 February 2014.
11.3 PRO FORMA CONSOLIDATED STATEMENT OF CASH FLOWS

Our pro forma consolidated statement of cash flows for FPE 28 February 2014 as set out below has
been prepared for illustrative purposes only on the assumption that our current Group structure had
been in existence throughout FPE 28 February 2014 but prior to the Dividend Payment, IPO and

utilisation of proceeds.

We advise you to read the pro forma consolidated statement of cash flows presented below together
with the notes included in the Independent Reporting Accountants’ Report On The Compilation Of Pro
Forma Financial Information Included In A Prospectus as set out in Section 11.4 of this Prospectus.

Cash flows from operating activities
Profit before tax
Adjustments for:
Depreciation of property, plant and equipment
Amortisation of intangible assets
Provision for sales returns
Interest expense
Interest income

Operating profit before changes in working capital
Changes in working capital:
Inventories
Trade and other receivables, and other assets
Trade and other payables

Cash generated from operations
Income tax paid

Interest paid

Interest received

Net cash generated from operating activities
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FPE 28 February 2014

RM’000

10,936

1,026
275
3,088
106
(55)

15,376

(919)
(14,360)
4,952

5,049
(1,855)
93)

55

3,156
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FPE 28 February 2014
RM’000

Cash flows from investing activities

Purchase of property, plant and equipment (653)
Purchase of intangible assets (5,500)
Net cash used in investing activities (6,153)
Cash flows from financing activities

Interest paid 13)
Repayment of finance lease liabilities (133)
Drawdown of bankers’ acceptances 730
Net cash generated from financing activities 584
Net decrease in cash and cash equivalents (2,413)
Cash and casb equivalents at beginning of the financial period 12,044
Cash and cash equivalents at end of the financial period* 9,631

Note:

* Cash and cash equivalents are presented net of bank overdrafi.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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114 INDEPENDENT REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
PRO FORMA FINANCIAL INFORMATION INCLUDED IN A PROSPECTUS
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KPMG (Firm No. AF 0758} Telephone +80 (3) 7721 3388
Chartered Accountants Fax +60 (3) 7721 3399
Level 10, KPMG Tower Internet
8, First Avenue, Bandar Utama

47800 Petaling Jaya

Selangor Darul Ehsan, Malaysia

www.kpmg.com.my

INDEPENDENT REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION
OF PRO FORMA FINANCIAL INFORMATION INCLUDED IN A PROSPECTUS

The Board of Directors
Sasbadi Holdings Berhad
No 12, Jalan Teknologi 3/4
Taman Sains Selangor 1
Kota Damansara

47810 Petaling Jaya
Selangor Darul Ehsan

9 June 2014
Dear Sirs

Sasbadi Holdings Berhad
Report on the Compilation of Pro Forma Financial Information Included in a Prospectus

We have completed our assurance engagement to report on the compilation of pro forma
financial information of Sasbadi Holdings Berhad (“Sasbadi Holdings” or “the Company™)
and its direct wholly-owned subsidiaries acquired under the Listing Scheme, namely Sasbadi -
Sdn. Bhd. (“Sasbadi”), Malaysian Book Promotions Sdn. Bhd. (“Malaysian Book Promotions”),
Maya Press Sdn. Bhd. (“Maya Press”), Orbit Buku Sdn. Bhd. (“Orbit Buku”) and Sasbadi Online
Sdn. Bhd. (“Sasbadi Online”), and newly incorporated subsidiaries, namely Sasbadi Learning
Solutions Sdn. Bhd. (“Sasbadi Learning Solutions™) and MBP Publications Sdn. Bhd. (“MBP
Publications”) (collectively referred to as “Subsidiaries™), (hereinafter referred to as “the
Group”) by the Board of Directors of the Company. The pro forma financial information is
included in a prospectus for the purpose of admission to the Official List of Bursa Malaysia
Securities Berhad (“Bursa Securities™) and the listing of and quotation for the entire enlarged
issued and paid-up share capital of RM63,500,000 comprising of 127,000,000 ordinary shares
of RM0.50 each (“Shares™) on the Main Market of Bursa Securities (“Listing”). The pro forma
financial information consists of the pro forma consolidated statement of financial position as
at 28 February 2014, the pro forma consolidated statement of profit or loss and other
comprehensive income for the financial years/period ended 31 August 2010, 31 August 2011,
31 August 2012, 31 August 2013 and 28 February 2014 and the pro forma consolidated
statement of cash flows for the financial period ended 28 February 2014 together with the
accompanying notes, as set out in the accompanying statements, for which we have stamped
for the purpose of identification. The applicable criteria on the basis of which the Board of
Directors has compiled the pro forma financial information are specified in Prospectus
Guidelines-Equity (“SC Guidelines”) issued by Securities Commission Malaysia and described
in Note 1 of Appendix I.

KPMG, a partriership established under Malaysian law and a

member firm of the KPMG network of independent member firms 1
affiliated  with KPMG International Cooperative ("KPMG

International”), a Swiss entity.
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Report on the Compilation of Pro Forma Financial Information Included in a Prospectus
(continued)

The pro forma financial information has been compiled by the Board of Directors to illustrate
the impact of the transactions (hereinafter defined) on the Group’s financial position as at 28
February 2014 and the Group’s financial performance for the financial years/period ended 31
August 2010, 31 August 2011, 31 August 2012, 31 August 2013 and 28 February 2014 and
cash flows for the financial period ended 28 February 2014 as if the newly formed Group has
been in existence throughout the financial years/period under review. As part of this process,
information about the financial position, financial performance and cash flows has been
extracted by the Board of Directors from the Company’s and the Subsidiaries’ financial
statements for the period ended 28 February 2014 on which audit reports have been issued and
the unaudited financial statements of Sasbadi Learning Solutions and MBP Publications
prepared by the management. There were no audited financial statements available for MBP
Publications and Sasbadi Learning Solutions as these entities were newly incorporated on
28 March 2014 and 3 April 2014 respectively.

The transactions consist of the following:

6)] Incorporation of 2 subsidiaries namely, Sasbadi Learning Solutions and MBP
Publications;

(ii)  Dividend Payment to existing shareholders of Sasbadi;

(iii)  Acquisitions of the entire issued and paid-up share capital in Sasbadi, Malaysian Book
Promotions, Maya Press, Orbit Buku and Sasbadi Online (“Acquisitions™);

(iv)  Proposed Initial Public Offering (“1PO”) involving the following:

a. Public Issue; and

b. Offer for Sale by the Offerors;
(v)  Proposed Vendors® Shareholdings Reorganisation (“Reorganisation”);
(vi)  Proposed Listing; and
(vii) Proposed Utilisation of proceeds from the IPO.
Item (ii) to (vi) will be collectively known as the “Listing Scheme”.
Directors’ Responsibility for the Pro Forma Financial Information
The Board of Directors is responsible for compiling the pro forma financial information in
accordance with the requirements of the SC Guidelines issued by Securities Commission
Malaysia. The basis and pro forma transactions used in the compilation are described in Note 1
of Appendix I.
Reporting Accountants’ Responsibilities
Our responsibility is to express an opinion, as required by SC Guidelines, about whether the
pro forma financial information has been compiled, in all material respects, by the Board of
Directors on the basis described in Note 1 of Appendix L.
We conducted our engagement in accordance with International Standard on Assurance
Engagements (ISAE) 3420, Assurance Engagements to Report on the Compilation of Pro

Forma Financial Information Included in a Prospectus, issued by the International Auditing
and Assurance Standards Board and adopted by the Malaysian Institute of Accountants.
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Report on the Compilation of Pro Forma Financial Information Included in a Prospectus
(continued)

Reporting Accountants’ Responsibilities (continued)

This standard requires that we comply with ethical requirements and plan and perform
procedures to obtain reasonable assurance about whether the Board of Directors has compiled,
in all material respects, the pro forma financial information on the basis described in Note 1 of
Appendix 1.

For purposes of this engagement, we are not responsible for updating or reissuing any reports
or opinions on any historical financial information used in compiling the pro forma financial
information, nor have we, in the course of this engagement, performed an audit or review of
the financial information used in compiling the pro forma financial information.

The purpose of pro forma financial information included in a prospectus is solely to illustrate
the impact of the transactions as described in Note 1 of Appendix I of the pro forma financial
information on the financial information of the entity as if the transactions had been
undertaken at an earlier date selected for purposes of the illustration. Accordingly, we do not
provide any assurance that the actual outcome of the transactions at 28 February 2014 would
have been as presented.

A reasonable assurance engagement to report on whether the pro forma financial information
has been compiled, in all material respects, on the basis of the applicable criteria involves
performing procedures to assess whether the applicable criteria used by the Board of Directors
in the compilation of the pro forma financial information provide a reasonable basis for
presenting the significant effects directly attributable to the transactions, and to obtain
sufficient appropriate evidence about whether:

« Therelated pro forma adjustments give appropriate effect to those criteria; and

+ The pro forma financial information reflects the proper application of those adjustments to
the unadjusted financial information.

The procedures selected depend on our judgement, having regard to our understanding of the
nature of the Group, the transactions in respect of which the pro forma financial information
has been compiled, and other relevant engagement circumstances.

The engagement also involves evaluating the overall presentation of the pro forma financial
information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinion
In our opinion:

(i) the pro forma consolidated financial information has been properly compiled on the
basis stated in Note 1 of Appendix I based on the audited financial statements of the
Subsidiaries for the financial years/period ended 31 August 2010, 31 August 2011, 31
August 2012, 31 August 2013 and 28 February 2014 prepared in accordance with
Malaysian Financial Reporting Standards and International Financial Reporting
Standards and in a manner consistent with the format of the statements of financial
position, profit or loss and other comprehensive income and cash flows, the accounting
policies adopted by the Group and the basis of consolidation as described in Note 2 of
Appendix I; and
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Report on the Compilation of Pro Forma Financial Information Included in a Prospectus
(continued)

Opinion (continued)

(ii) each material adjustment made to the information used in the preparation of the pro
forma consolidated financial information is appropriate for the purposes of preparing the
pro forma consolidated financial information.

Other Matters

The pro forma financial information has been prepared for inclusion in the prospectus in

connection with the Listing of the Company and should not be relied upon for any other
purposes:

W

KPMG
Firm No. AF 0758
Chartered Accountants
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY?”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

1. Basis of preparation

Sasbadi Holdings was incorporated on 30 October 2012 with an authorised share
capital of RM100,000 comprising 100,000 ordinary shares of RM1.00 each and
issued and fully paid-up share capital of RM2.00 comprising 2 ordinary shares of
RM1.00 each.

On 13 March 2013, a share split has taken place, subdividing the authorised share
capital of RM 100,000 into 200,000 ordinary shares of RM0.50 each and issued and
fully paid-up share capital of RM2.00 into 4 ordinary shares of RM0.50 each.

Sasbadi Holdings is incorporated to undertake the acquisitions of the entire issued
and paid-up share capital in Sasbadi and its wholly-owned subsidiaries, namely
Malaysian Book Promotions, Maya Press, Orbit Buku and Sasbadi Online, Initial
Public Offering as well as the listing of and quotation for its enlarged issued and paid-
up share capital on the Main Market of Bursa Malaysia Securities Berhad.

MBP Publications and Sasbadi Learning Solutions were incorporated on 28 March
2014 and 3 April 2014 respectively, and Sasbadi Holdings had subscribed for 999
ordinary shares of RM1.00 each at par and subsequently acquired 1 ordinary share of
RM1.00 from a third party for a consideration of RM1.00 in each entity. Following
the acquisition, these entities became wholly owned subsidiaries of the Company.

The pro forma consolidated financial information consists of the following:

(@) The pro forma consolidated statement of financial position of Sasbadi Holdings
and its direct wholly-owned subsidiaries acquired under the Listing Scheme,
namely Sasbadi, Malaysian Book Promotions, Maya Press, Orbit Buku and
Sasbadi Online, and the newly incorporated Sasbadi Learning Solutions and MBP
Publications (“the Group™) as at 28 February 2014;

(b) The pro forma consolidated statement of profit or loss and other comprehensive
income of the Group for the financial years/period ended 31 August 2010, 31
August 2011, 31 August 2012, 31 August 2013 and 28 February 2014; and

(¢) The pro forma consolidated statement of cash flows of the Group for the financial
period ended 28 February 2014.
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

Basis of preparation (continued)

The pro forma consolidated finaneial information has been prepared using the audited
financial statements of Sasbadi Holdings for the financial year/period ended 31
August 2013 and 28 February 2014 and of Sasbadi, Malaysian Book Promotions,
Maya Press, Orbit Buku, and Sasbadi Online for the financial years/period ended 31
August 2010, 31 August 2011, 31 August 2012, 31 August 2013 and 28 February
2014 prepared in accordance with Malaysian Financial Reporting Standards and
International Financial Reporting Standards and in a manner consistent with the
format of the statements of financial position, profit or loss and other comprehensive
income and cash flows, the accounting policies adopted by the Group and the basis of
consolidation as described in Note 2. As Sasbadi Learning Solutions and MBP
Publications were newly incorporated, accordingly, no audited financial statements
are available. The pro forma financial information has therefore incorporated the
unaudited financial statements of Sasbadi Learning Solutions and MBP Publications
prepared by the management.

For the purposes of preparation of the pro forma consolidated statement of profit or
loss and other comprehensive income for the financial years/period ended 31 August
2010, 31 August 2011, 31 August 2012, 31 August 2013 and 28 February 2014 and
the pro forma consolidated statement of cash flows for the financial period ended 28
February 2014, the Group is assumed to have been in existence throughout the
financial years/period under review.

The pro forma consolidated statement of financial position as at 28 February 2014 is
prepared for illustrative purposes only to show the effects of the transactions, as
described below, with the assumption that the Group was in existence on 28 February
2014 and these transactions were completed on the same date.

Pro forma I — Incorporation of Subsidiaries, Dividend Payment and Acquisitions
of Subsidiaries

Pro forma I is prepared after incorporating transactions as follows:-
Incorporation of Subsidiaries

Sasbadi Holdings had incorporated and subscribed for 999 ordinary shares of RM1.00
each and subsequently acquired 1 ordinary share of RM1.00 from a third party for a
consideration of RM1.00 per share in each of the following entities:-

No. | Name of Date of Issued and paid-up Total
Subsidiary incorporation share capital consideration
paid

1. | MBP Publications | 28 March 2014 | RM1,000 comprising | RM1,000
1,000 ordinary shares
of RM1.00 each

2. | Sasbadi Learning | 3 April 2014 RM1,000 comprising | RM1,000
Solutions 1,000 ordinary shares
of RM1.00 each
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

1. Basis of preparation (continued)

Pro forma I - Incorporation of Subsidiaries, Dividend Payment and Acquisitions
of Subsidiaries (continued)

The incorporation of these Subsidiaries has no financial impact to the pro forma
consolidated statement of financial position.

Dividend Payment

Prior to acquisitions of the Subsidiaries by Sasbadi Holdings, Sasbadi had distributed
dividends of RM2.5 million and RM6 million (“Dividend Payment”) to its existing
shareholders on 3 April 2014 and 16 May 2014 respectively.

Acquisition of Subsidiaries

On 19 May 2014, Sasbadi Holdings had acquired the entire issued and paid-up share
capital in Sasbadi comprising 2,400,000 ordinary shares of RM1.00 each from the
Offerors as vendors (“Law King Hui, Lee Swee Hang and Lee Eng Sang
collectively”) for a total purchase consideration of RM52,899,998 satisfied by the
issuance of 105,799,996 new Sasbadi Holdings Shares at an issue price of RM0.50
per share credited as fully paid. Arising from the acquisition, a merger deficit of
RM50,500,000 has been created.

In addition, Sasbadi Holdings acquired the following Subsidiaries from Sasbadi:

a. the entirc issued and paid-up share capital in Maya Press comprising 2
ordinary shares of RM1.00 each from Sasbadi for a total purchase
consideration of RM1.00 and reflected as amount owing by Sasbadi Holdings
to Sasbadi;

b. the entire issued and paid-up share capital in Orbit Buku comprising 10,000
ordinary shares of RM1.00 each from Sasbadi for a total purchase
consideration of RM1.00 and reflected as amount owing by Sasbadi Holdings
to Sasbadi;

c. the entire issued and paid-up share capital in Malaysian Book Promotions
comprising 75,005 ordinary shares of RM1.00 each from Sasbadi for a total
purchase consideration of RM77,754 and reflected as amount owing by
Sasbadi Holdings to Sasbadi; and

d. the entire issued and paid-up share capital in Sasbadi Online comprising
10,000 ordinary shares of RM1.00 each from Sasbadi for a total purchase
consideration of RM277,919 and reflected as amount owing by Sasbadi
Holdings to Sasbadi.

The acquisitions of Maya Press, Orbit Buku, Malaysian Book Promotions and

Sasbadi Online have no material financial impact to the pro forma consolidated
statement of financial position.
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

Basis of preparation (continued)

Pro forma II - IPO, Vendors’ Shareholdings Reorganisation and Listing

Pro forma 11 is prepared after incorporating transactions as described in Pro forma I
and transactions for IPO, Reorganisation and Listing as follows:-

i)

ii)

Public Issue

Public issue of 21,200,000 new Sasbadi Holdings Shares, representing
approximately 16.7% of the enlarged and paid-up share capital of
127,000,000 Shares, at RM1.19 per Share (“Public 1ssue”) to be allocated in
the following manner:

(a) Public (“Public Tranche”)

6,350,000 Public Issue Shares, representing 5.0% of the enlarged
issued and paid-up share capital, have been reserved for application
by the Public, of which at least 50.0% shall be set aside for
Bumiputera investors including individuals, companies, societies, co-
operatives and institutions.

(b) Eligible Directors, employees and persons who have contributed
to the success of the Group (“Pink Form Tranche”)

5,700,000 Public Issue Shares, representing approximately 4.5% of
the enlarged issued and paid-up share capital, have been reserved for
application by the eligible Directors, employees and persons who
have contributed to the success of the Group.

(c) Selected Investors via Placement (“Placement Tranche”)

9,150,000 Public Issue Shares, representing approximately 7.2% of
the enlarged issued and paid-up share capital, have been reserved for
placement to selected investors.

Arising from the Public Issue, share premium of RMI14,628,000 will be
created.

Offer for Sale

The Offerors will offer up to 35,950,000 existing Sasbadi Holdings Shares,
representing approximately 28.3% of the enlarged issued and paid-up share
capital of 127,000,000 Shares, at RM1.19 per share (“Offer Shares”) to be
allocated in the following manner:

(a) Bumiputra Investors approved by the Ministry of International
Trade and Industry (“MITI Tranche”)

Up to 12,700,000 Offer Shares, representing up to 10.0% of the
enlarged issued and paid-up share capital, to Bumiputera investors
approved by the Ministry of International Trade and Industry
(“MITT”); and
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

1. Basis of preparation (continued)

Pro forma II - IPO, Vendors’ Shareholdings Reorganisation and Listing
(continued)

iii)

(b) Selected Investors via Placement (“Non-MITI Tranche™)

Up to 23,250,000 Offer Shares, representing up to approximately
18.3% of the enlarged issued and paid-up share capital, have been
reserved for placement to selected investors.

The Offer for Sale will not have any financial impact to the pro forma
consolidated statement of financial position.

Vendors’ Shareholdings Reorganisation

The Vendors of Sasbadi will undertake a reorganisation exercise involving
the transfer of 25,400,000 Sasbadi Holdings Shares which they received from
the Acquisition of Sasbadi to Karya Kencana Sdn. Bhd. (“Karya Kencana”),
an investment holding company substantially owned by the Vendors
(“Reorganisation”). In this regard, the Vendors have entered into a
conditional share sale agreement with Karya Kencana for the Reorganisation
for a purchase consideration of RM30,226,000. The purchase consideration
will be satisfied via issuance of 99,000 new ordinary shares of RM1.00 each
in Karya Kencana at par value and the balance will remain as amount owing
from Karya Kencana to the Vendors.

Details of the Vendors® Shareholdings Reorganisation are as follows:

To be satisfied via
Ordinary Amount owing
No. of Shares to shares of by Karya
be transferred RM1.00 each Kencana to the
under the in Karya Vendors
Vendor Reorganisation Kencana RM
Law King Hui 12,700,000 49,500 15,063,500
Lee Swee Hang 6,350,000 24,750 7,531,750
Lee Eng Sang 6,350,000 24,750 7,531,750
Total 25,400,000 99,000 30,127,000

The Vendors’ Shareholdings Reorganisation will not have any financial
impact to the pro forma consolidated statement of financial position.
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY?”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

Basis of preparation (continued)

Pro forma II - IPO, Vendors’ Shareholdings Reorganisation and Listing
(continued)

iv) Listing
The entire enlarged issued and paid-up share capital of RM63,500,000

comprising 127,000,000 Shares will be admitted to the Official List of Bursa
Securities.

The admission to the Official List of Bursa Securities and the listing of the said
Shares will not have any financial impact to the pro forma consolidated
statement of financial position.

Pro forma III - Utilisation of the proceeds from the IPO

Pro forma III is prepared after incorporating transactions as described in Pro forma I
to II and the utilisation of the proceeds from the IPO as follows:-

Amount
Purpose (RM*000) %o
Establishment of applied learning centres 1,000 4.0
Part-financing of proposed acquisition of 11,500 45.6
publishing businesses
Financing of proposed acquisition of an 7,000 27.7
office cum warehouse building
Working capital 2,728 10.8
Estimated listing expenses 3,000 11.9
25,228 100.0

As at 28 February 2014, the Company had already incurred listing expenses of up to
RM1,130,000 out of the total estimated listing expenses of RM3,000,000. It is
assumed that RM984,000 out of the total estimated listing expenses of RM3,000,000
will qualify for set-off against the share premium account arising from the issuance
of Sasbadi Holdings Shares and the balance of RM2,016,000 will be expensed off to
profit or loss. The unutilised proceeds that have been earmarked for listing expenses,
if any, will be retained in cash and cash equivalents and used for working capital
purposes.

In addition, it is assumed that the proceeds that have been earmarked for acquisition
of publishing businesses and working capital are retained in the cash and cash
equivalents until they are utilised in the future.
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

NOTES TO THE PRO FORMA
CONSOLIDATED FINANCIAL INFORMATION

2. Basis of consolidation

In the preparation of the pro forma consolidated financial information, the following
basis of consolidation has been applied:

(i) Subsidiaries

Subsidiaries are entities, -including unincorporated entities, controlled by the
Company. The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the
date that control ceases. Control exists when the Group is exposed, or has rights,
to variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. Potential voting rights are
considered when assessing control only when such rights are substantive. The
Group considers it has de facto power over an investee when, despite not having
the majority of voting rights, it has the current ability to direct the activities of the
investee that significantly affect the investee’s return.

Investments in subsidiaries are measured in the Company’s statement of financial
position at cost less any impairment losses, unless the investment is classified as
held for sale or distribution. The cost of investments includes transaction costs.

“(ii) Acquisitions from entities under common controls

Business combinations arising from transfers of interests in entities that are under
the control of the shareholder that controls the Group are accounted for as if the
acquisition had occurred at the beginning of the earliest comparative period
presented or, if later, at the date that common control was established; for this
purpose, comparatives are restated. The assets and liabilities acquired are
recognised at the carrying amounts recognised previously in the Group
controlling shareholder’s consolidated financial statements. The components of
equity of the acquired entities are added to the same components within Group
equity and any resulting gain/loss is recognised directly in equity.

(iii) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses
arising from intra-group transactions, are eliminated in preparing the consolidated
financial statements.
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SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
Pro forma consolidated statement of financial position
The pro forma consolidated statement of financial position of the Group as set out below are

prepared solely for illustrative purposes only to show the effects had the transactions been
effected on 28 February 2014.

Pro forma
I Pro forma
Audited After 11 Pro forma
statement  Incorporation After Pro 1
of financial of Subsidiaries, forma I, IPO, After Pro
position at Dividend Vendors’ forma II and
Note 28 Payment and Shareholdings utilisation of
February Acquisitions of Reorganisation the proceeds
2014 Subsidiaries and Listing from IPO
RM’000 RM’000 RM*000 RM’000
Assets
Property, plant and equipment a - 27,650 27,650 35,650
Other investments - 37 37 37
Intangible assets - 5,225 5,225 5,225
Total non-current assets - 32,912 32,912 40,912
Inventories - 15,952 15,952 15,952
Trade and other receivables, ) 34,463 34,463 34,463
and other assets
Prepayments 193 657 657 464
Current tax assets - 318 318 318
Cash and cash equivalents b * 9,180 34,408 24,538
Total current assets 193 60,570 85,798 75,735
Total assets 193 93,482 118,710 116,647
Equity
Share capital c * 52,900 63,500 63,500
Share premium d - - 14,628 13,644
Revaluation reserve - 11,340 11,340 11,340
Merger deficit e - (50,500) (50,500) (50,500)
Retained earnings f (955) 49,432 49,432 48,353
Total equity attributable to 955) 63,172 88,400 86,337
owners of the Company
Liabilities
Borrowings - 247 247 247
Deferred tax liabilities - 2,975 2,975 2,975
Total non-current liabilities - 3,222 3,222 3,222
Borrowings - 8,944 8,944 8,944
Trade and other payables 1,148 11,524 11,524 11,524
Provisions - 4,149 4,149 4,149
Current tax liabilities - 2,471 2,471 2,471
Total current liabilities 1,148 27,088 27,088 27,088
Total liabilities 1,148 30,310 30,310 30,310
Total equity and liabilities 193 93,482 118,710 116,647
12
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(“SASBADI HOLDINGS” OR “THE COMPANY?”)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

Pro forma consolidated statement of financial position (continued)

Pro forma
1 Pro forma Pro forma
After II 11
Audited Incorporation After Pro After Pro
statement of of Subsidiaries, forma I, IPO, forma I1
financial Dividend Vendors’ and

position at Payment and Shareholdings utilisation of
28 February Acquisitions of Reorganisation the proceeds

2014 Subsidiaries and Listing from IPO
RM’000 RM’*000 RM’000 RM’000

No. of shares in issue (‘000) * 105,800 127,000 127,000
Net (liabilities)/assets
(RM’000) (955) 63,172 88,400 86,337
Net (liabilities)/assets per

share attributable to owners

of the Company {(RM) (238,750) 0.60 0.70 0.68
*  Represents 4 shares

i3
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

A

Effect on the pro forma consolidated statement of financial position

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY?”)
AND ITS SUBSIDIARIES (“THE GROUP”)

Appendix 1

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

a. Movement in property, plant and equipment

Balance at 28 February 2014
Effect of Pro forma I:-
Acquisitions of Subsidiaries

Balance after Pro forma I and II

Effects of Pro forma III:-
Establishment of applied learning centres
Acquisition of an office cum warehouse building

Balance after Pro forma I, II and III

Movement in cash and cash equivalents

Balance at 28 February 2014

Effects of Pro forma I:-
Acquisitions of Subsidiaries
Dividend Payment

Balance after Pro forma I
Effect of Pro forma II:-
IPO

Balance after Pro forma I and II

Effects of Pro forma II1:-

Utilisation of proceeds
Establishment of applied learning centres
Acquisition of an office cum warehouse building
Listing expenses

Balance after Pro forma I, II and III

¥ Denotes RM2

227

17,680
(8,500)

9,180
25,228
34,408
(1,000)

(7,000)
(1,870)
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

M Appendix I

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY?”)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

Effect on the pro forma consolidated statement of financial position (continued)

¢. Movement in share capital

RM’000
Balance at 28 February 2014 *
Effect of Pro forma I:-

Acquisitions of Subsidiaries 52,900
Balance after Pro forma I 52,900
Effect of Pro forma IL:-

IPO . 10,600
Balance after Pro forma I, II and III 63,500
* Denotes RM2

d. Movement in share premium
RM’000
Balance at 28 February 2014/after Pro forma I -
Effect of Pro forma II:-

IPO 14,628
Balance after Pro forma I and II 14,628
Effect of Pro forma III:~

Listing expenses (984)
Balance after Pro forma I, II and III 13,644
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

mepN Appendix I

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
Effect on the pro forma consolidated statement of financial position (continued)

e. Movement in merger deficit

RM’000
Balance at 28 February 2014 -
Effect of Pro forma I:-
Acquisitions of Subsidiaries (50,500)
Balance after Pro forma I, Il and 111 (50,500)
f. Movement in retained earnings
RM’000
Balance at 28 February 2014 (955)
Effects of Pro forma I:-
Acquisitions of Subsidiaries 58,887
Dividend Payment (8,500)
Balance after Pro forma [ and II 49,432
Effect of Pro forma IIL:-
Listing expenses (1,079)
Balance after Pro forma I, Il and III 48,353

229
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

M Appendix I

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
Pro forma consolidated statement of profit or loss and other comprehensive income

The pro forma consolidated statement of profit or loss and other comprehensive income
for the past four (4) financial years ended 31 August 2010, 31 August 2011, 31 August
2012, and 31 August 2013 and the financial period ended 28 February 2014 which have
been prepared for illustrative purposes only to show the results of the Group, are based
on accounting policies consistent with those adopted in the preparation of the latest
audited financial statements of the Group entities and are prepared on the assumptions
that the current Group structure existed throughout the financial years/period under

review.
6 months
< —  Yearended ——______, period ended
31 August 28 Feb
2010 2011 2012 2013 2014
RM’000 RM’000 RM’000 RM’000 RM’000
Revenue 47,012 59,961 64,821 77,964 43,992
Cost of sales (28,460)  (35,143) (37,916) (45,831) (22,343)
Gross profit 18,552 24,818 26,905 32,133 21,649
Other operating income 300 364 812 806 94
Distribution costs (4,492) (5,216) (5,245) (5,5395) (3,294)
Administrative expenses (5,922) (6,857) (7,311) (9,365) (5,176)
Other operating expenses (243) 341) (296) 476) (2,222)
Results from operating activities 8,195 12,768 14,865 17,563 11,051
Interest income 177 223 92 173 5S
Finance costs (126) (49) (59) (73) (170)
Profit before tax 8,246 12,942 14,898 17,663 10,936
Income tax expense (2,176) (3,466) (4,006) (4,909) (2,906)
Profit for the financial year/period 6,070 9,476 10,892 12,754 8,030

Other comprehensive income, net of
tax

Items that will not be reclassified
subsequently to profit or loss

Revaluation of property, plant and
equipment 4,172 - 4,168 - -

Total comprehensive income
for the financial year/period 10,242 9,476 15,060 12,754 8,030

Profit attributable to:
- Owners of the Company 6,070 9,476 10,892 12,754 8,030

Total comprehensive income
attributable to:
- Owners of the Company 10,242 9,476 15,060 12,754 8,030

230
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

M Appendix I

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY?)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

Pro forma consolidated statement of profit or loss and other comprehensive income

(continued)
6 months
¢ Year ended N ended
31 August 28 February
2010 2011 2012 2013 2014
(i)  Gross profit margin (%)* 395 41.4 41.5 41.2 49.2
(i) Interest income (RM‘000) 177 223 92 173 55
(i) Interest expense (RM*‘000) 105 33 32 36 106
(iv) Depreciation and amortisation
(RM‘000) 1,184 1,355 1,618 1,916 1,301
(v) Earnings before interest, taxation,
depreciation and amortisation
(EBITDA) (RM*000) 9,358 14,107 16,456 19,442 12,288
(vi) Profit before tax margin (%) ~ 17.5 21.6 23.0 22.7 249
(vil) Profit after tax margin (%) 6 12.9 15.8 16.8 16.4 18.3
(viii} Number of ordinary shares
assumed in issue (‘000) # 105,800 105,800 105,800 105,800 105,800
(ix) Basic and diluted earnings per
ordinary share (sen) @,o 5.74 8.96 10.29 12.05 15.18™
Notes:
* Gross profit margin is computed based on the gross profit divided by the revenue for the respective
financial years/period under review.
" Profit before tax margin is computed based on the profit before tax divided by the revenue for the
respective financial years/period under review.
0 Profit after tax margin is computed based on the profit after tax divided by the revenue for the
respective financial years/period under review.
# Based on the issued and paid-up share capital of 105,800,000 Shares after the acquisitions of

Subsidiaries but before Public Issue.

@ Basic earnings per ordinary share is computed based on the profit for the financial year/period
attributed to the owners of the Company divided by the number of ordinary shares assumed in issue.

o No dilution of earnings per ordinary share.

nn Annualised to 12 months for comparison purposes.

18
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

M Appendix 1

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY”)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

Pro forma consolidated statement of cash flows

The pro forma consolidated statement of cash flows of the Group for the financial
period ended 28 February 2014, which has been prepared for illustrative purposes only,
is based .on the assumption that the current structure of the Group existed throughout
the financial period under review. The pro forma consolidated statement of cash flows
has been prepared before taking into account the Dividend Payment, IPO, and
utilisation of proceeds from IPO.

6 months
ended
28 February
2014
RM’000
Cash flows from operating activities
Profit before tax 10,936
Adjustments for:
Depreciation of property, plant and equipment 1,026
Amortisation of intangible assets 275
Provision for sales returns 3,088
Interest expense 106
Interest income (55)
Operating profit before changes in working capital 15,376
Changes in working capital:
Inventories 919)
Trade and other receivables, and other assets (14,360)
Trade and other payables 4,952
Cash generated from operations 5,049
Income tax paid (1,855)
Interest paid 93)
Interest received 55
Net cash generated from operating activities 3,156
Cash flows from investing activities
Purchase of property, plant and equipment (653)
Purchase of intangible assets (5,500)
Net cash used in investing activities 6,153)

232
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11. PRO FORMA HISTORICAL FINANCIAL INFORMATION (Cont’d)

M Appendix 1

SASBADI HOLDINGS BERHAD
(“SASBADI HOLDINGS” OR “THE COMPANY?™)
AND ITS SUBSIDIARIES (“THE GROUP”)

PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

Pro forma consolidated statement of cash flows (continued)

6 months
ended
28 February
2014
RM’000
Cash flows from financing activities
Interest paid (13)
Repayment of finance lease liabilities (133)
Drawdown of bankers’ acceptances 730
Net cash generated from financing activities 584
Net decrease in cash and cash equivalents (2,413)
Cash and cash equivalents at beginning of the financial period 12,044
Cash and cash equivalents at end of the financial period 9,631

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents are presented
net of bank overdrafts. Cash and cash equivalents included in the pro forma
consolidated statement of cash flows comprise the following pro forma consolidated
statement of financial position amounts:

28 February
2014
RM’000

Cash and bank balances 17,641
Deposits placed with a licensed bank 39
Bank overdraft (8,049)

9,631
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12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS

Investors should read the following discussion and analysis of our financial condition and results of operations
in conjunction with the pro forma consolidated financial information and the related notes thereon for the past
four (4) FYE 31 August 2010 to 2013 and FPE 28 February 2014 as set out in Section 11.4 of this Prospectus.

This discussion and analysis contains data derived from our audited financial statements as well as forward-
looking statements that involve risks and uncertainties. The results may differ significantly from those projected
in the forward-looking statements. Factors that may cause future results to differ significantly from those

included in the forward-looking statements include, but are not limited to, those discussed below and elsewhere
in this Prospectus, particularly the risk factors as set out in Section 4 of this Prospectus.

12.1 OVERVIEW
Revenue

Our Group is mainly involved in the following activities:

Our Principal
and
Complementary

Business
Activities

Principal Complementary

( Educational Distribution of Applied
L Publishing Learning Products

For the past four (4) FYE 31 August 2010 to 2013 and FPE 28 February 2014, our Group’s revenue
(net of credit notes, which are issued, amongst others, for returned stocks, discounts for early payments
and incentive discounts) was derived from the following business segments:

- Educational publishing including print publishing of National School Curriculum based
educational materials mainly for primary and secondary levels of education as well as
supplementary educational materials, and online publishing;

- Distribution of applied learning products; and

- Others include mainly supply of electronic dictionaries, publishing of general title books,
distribution of third party publications, and trading of paper.

Overall, our total revenue grew  190.000 1 —pgycational Publishing (RM'000)

from RM47.0 million to RM78.0 a@Distribution of Applied Learning Products (RM'000)
million between FYE 31 August ?;?:Ir?és%égo) 77,954
2010 and 2013. This represented an 75,000 - 707135
AAGR of 18.4%. Our revenue was 55,561 Mﬁ?‘fﬁ?l’”/ ]
mainly derived from our largest soest T 55817

revenue segment, namely 8 s5p000 1 47012 [ |

educational  publishing, which & 30.266

contributed 83.5%, 88.3%, 86.1%

and 90.0% of our total revenue for 25000 4

the FYE 31 August 2010, 2011, '

2012 and 2013 respectively. 435 4736 4 o1
Distribution of applied learning i 2,204 /144,290 Ty
products accounted for 4.9%, 3.8%, 0" FYE zo;g{ FYE 202? " Fve 201%2\: ' FYT;

7.3% and 5.4% of our total revenue

for the past four (4) financial years under review respectively. Educational publishing and distribution
of applied learning products grew at an AAGR of 21.3% and 22.2% respectively between FYE 31
August 2010 and 2013.
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12.

MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

Others constituted 11.6%, 7.9%, 6.6% and 4.6% of our total revenue for FYE 31 August 2010, 2011,
2012 and 2013 respectively.

Our total revenue declined from 80,000 - ) o

RSO0 milionto R4 Omllon | e
between FPE 28 February 2013 and - .

2014. This represented a decline of £0.000 - Z?é?j?émf&m

12.0%. Our revenue was mainly ’

derived from our largest revenue : 47.728 49;?‘_56_‘,\__\\\1 439907
segment, namely educational g ! f "‘“"‘““26—6-52\.:.,'
publishing, which contributed £ 40,000 - ]
95.5% and 93.1% of our total *

revenue for the FPE 28 February

2013 and 2014 respectively. 20,000 - |

Distribution of applied learning |

products accounted for 2.7% and i

4.5% of our total revenue for the 0 355 98 | 09
past two (2) financial periods under FPE 2013 FPE 2014

review respectively. Educational
publishing declined by 14.2% while distribution of applied learning products grew by 44.5% between
FPE 28 February 2013 and 2014.

Others constituted 1.8% and 2.5% of our total revenue for FPE 28 February 2013 and 2014
respectively.

Our revenue from educational publishing was largely contributed by print publishing. Our print
publishing can be further segmented into different subsectors namely National School Curriculum
based educational materials and supplementary educational materials. National School Curriculum
based educational materials recorded revenue contributions of 83.5%, 87.1%, 81.8% and 81.5% for the
FYE 31 August 2010, 2011, 2012 and 2013 respectively. For the FPE 28 February 2013 and 2014,
print publishing of National School Curriculum based educational materials accounted for 90.3% and
87.7% of our total revenue respectively.

The main factors that contributed to the increase in our total revenue for the past four (4) financial
years under review were due to the following:

- Increase in demand for past year examination papers for UPSR, PMR and SPM in FYE 31
August 2011, 2012 and 2013 as compared to FYE 31 August 2010. This is supported by the
fact that we secured the rights from YGMB for the reprinting, distribution, marketing and sales
of past year examination papers for UPSR, PMR, SPM and STAM for 2011, 2012 and up till
14 September 2013 whereas for 2010, the contract with YGMB was for the reprinting,
distribution, marketing and sales of past year examination papers for SPM and STAM only
(Note: The licence from YGMB to reprint, distribute, market and sell the past year
examination papers was not renewed upon its expiry on 14 September 2013. In this regard,
we have ceased reprinting, distributing, marketing and selling the past year examination
papers with effect from 15 September 2013);

- We were awarded more tenders and also received more purchase orders on textbooks from the
Ministry of Education for FYE 31 August 2011, 2012 and 2013 as compared to FYE 31
August 2010;

- Commencement of our subsidiary, Orbit Buku, which publish children’s books targeted at
households and school libraries;

- Commencement of sales of our online educational resources with the launch of four (4) new
online educational products between FYE 31 August 2011 and 2013;
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MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

Our applied learning products achieved higher sales in the run-up to the World Robot
Olympiad 2012 during the initial stage and subsequently the continuing sales of the products,
as Malaysia was the host for World Robot Olympiad 2012; and

Increase in sales of our new range of workbooks for primary and secondary levels of education
for FYE 31 August 2013. The higher sales generated was mainly due to the popularity of our
new A4 size format. In addition, higher sales of our workbooks for primary levels of education
were attributed to the longer lead time available for us to undertake our promotional and
marketing efforts on these products before the start of the 2013 academic year.

The main factors that contributed to the decrease in our total revenue between the two (2) financial
periods under review, namely FPE 28 February 2013 and 2014, were due to the following:

Loss in revenue from past year examination papers for UPSR, PMR and SPM as a result of the
expiration of the licence from YGMB for reprinting, distribution, marketing and sales of the
past year examination papers;

Decrease in revenue as well as returns for PMR educational materials namely revision guides,
assessment books and model test papers as a result of the abolishment of the PMR
examinations in 2014,

Decrease in sales of secondary textbooks due to non-availability of new secondary school
textbook tenders from the Ministry of Education during FPE 28 February 2014; and

Decrease in sales and high sales returns for our iPBS online educational products due to
uncertainty in the market in relation to the implementation of School-Based Assessment (PBS)
policy. In February 2014, the school based assessment was suspended by the Ministry of
Education and the modified version of PBS was implemented in April 2014. Subsequently in
April 2014, we have launched new products, namely iPBS (PPPM)/iPS (DSKP) based on the
modified version of PBS.

Please also refer to Section 12.2.1 of this Prospectus for a segmental analysis of our Group’s revenue
for the past four (4) FYE 31 August 2010 to 2013 and FPE 28 February 2014.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

Gross profit

Our total gross profit grew from 40,000 -

& b MEducational Publishing (RM'000)
RM18.6 million to RM32.1 million

emDistribution of Applied Learning Products (RM'000)

between FYE 31 August 2010 and E30thers (RM000) 32,133
2013. This represented an AAGR of ) (0 . ~=Total (RM'000) 3.3
19.9%. Educational publishing, our 24 818 26,905

largest revenue segment, accounted 23,@44!f'“"’%’_657

for 91.0%, 94.5%, 91.6% and § 18552//‘_"_

94.4% of our total gross profit for E 20,000 : 16,885

the FYE 31 August 2010, 2011,

2012 and 2013 respectively.

Distribution of applied learning 10,000

products constituted 5.2%, 4.0%,

7.5% and 5.1% of our total gross 2,024 649
profit for the past four (4) financial 0 i 000702 | odss1 | w224 | g6 i
years under review respectively. FYE 2010 FYE 2011 FYE 2612 FYE 2013

Educational publishing and

distribution of applied learning products grew at AAGR of 21.6% and 19.6% respectively between
FYE 31 August 2010 and 2013. Others constituted 3.8%, 1.5%, 0.8% and 0.5% of our total gross profit
during the past four (4) financial years under review respectively.

Our total gross profit declined _fr.om 40000 1 o onal Publishing (RAM000)

RM22.2 million to RM21.6 million =mDistribution of Applied Learning Products (RM'000)
between FPE 28 February 2013 and t=Others (RM000)

2014. This represented a decline of 4 49 | = Totel (RM000)

2.7%. Educational publishing, our

largest revenue segment, accounted 22,233" 21,649
for 96.5% and 94.5% of our total § . 21449 e 20455
gross profit for the FPE 28 February 3 20.000 - :

2013 and 2014 respectively.

Distribution of applied learning

products constituted 3.0% and 4.6% 10,000 1

of our total gross profit for the past

two (2) financial periods under 77 990
review respectively. Gross profit o 0 w204
from educational publishing FPE 2013 FPE 2014

declined by 4.6% while gross profit from distribution of applied leaming products grew by 46.2%
between FPE 28 February 2013 and 2014, Others constituted approximately 0.5% and 0.9% of our total
gross profit for the past two (2) financial periods under review, respectively.

Please also refer to Section 12.2.2 of this Prospectus for a segmental analysis of our Group’s gross
profit for the past four (4) FYE 31 August 2010 to 2013 and FPE 28 February 2014.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

FYE 31 August 2011 compared to FYE 31 August 2010

For the FYE 31 August 2011, our total revenue increased by 27.7% or RM13.0 million from
RM47.0 million in FYE 31 August 2010 to RM60.0 million in FYE 31 August 2011. This was
mainly due to the increase in demand for our educational publishing products contributed by
the following factors:

- Increase in revenue from textbooks for secondary levels of education which was
stimulated by our success in obtaining more purchase orders on textbooks from the
Ministry of Education;

- Increase in sales of past year examination papers as a result of the introduction of
new additions of UPSR and PMR past year examination papers. In addition, the
increase in sales of SPM examination paper due to better market awareness of our
product as this product was only introduced in the previous year;

From January 2011 up to 14 September 2013, we were awarded by YGMB as the
licensee to undertake reprinting, distribution, marketing and sales of past year "
examination papers for UPSR, PMR, STAM and SPM. For 2010, the contract with
YGMB was for the reprinting, distribution, marketing and sales of past year
examination papers for SPM and STAM only;

- Increase in sales of workbooks for primary and secondary levels of education due to
increased demand from schools, as well as revision guides for secondary levels of
education. As a result of our earlier publication of revision guides in FYE 31 August
2011, these products were available for sale in the market for a longer period before
the start of the academic year compared to the previous financial year, which
consequently resulted in higher sales; and

- Commencement of our online publishing operations undertaken by our subsidiary,
Sasbadi Online.

For FYE 31 August 2011, Sasbadi, which is mainly involved in publishing of printed
educational materials and distribution of applied learning products, was our largest revenue
contributor at 98.9% (before consolidation adjustment) of our total revenue. The revenue
contribution from our other subsidiaries, Orbit Buku and Sasbadi Online were minimal at
0.2% and 1.0% (before consolidation adjustment) respectively for FYE 31 August 2011
during their first year of operations.

For FYE 31 August 2011, our largest revenue segment was educational publishing, which
contributed 88.3% of our total revenue. Within educational publishing, print publishing
accounted for 87.2% of our total revenue whilst online publishing only contributed 1.0% of
our total revenue for the FYE 31 August 2011. Print publishing largely consists of National
School Curriculum based educational materials for secondary and primary levels of education,
which accounted for 87.1% of our total revenue with a relatively smaller proportion of 0.1%
derived from supplementary educational materials. For the FYE 31 August 2011, growth in
our revenue was mainly contributed by National School Curriculum based educational
materials for secondary schools, which grew from RM26.4 million in FYE 31 August 2010 to
RM37.3 million in FYE 31 August 2011, representing a growth of RM10.9 million or 41.3%.

Distribution of applied learning products and other aciivities accounted for 3.8% and 7.9% of
our total revenue for the FYE 31 August 2011 respectively. Distribution of applied learning
products recorded a minor drop in revenue of 0.7% or approximately RM17,000 whilst our
other activities decreased by 13.0% from RM5.4 million to RM4.7 million. The decrease in
revenue from other activities was largely due to a decrease in the distribution of third party
publications.
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

FYE 31 August 2012 compared to FYE 31 August 2011

For the FYE 31 August 2012, our total revenue grew by 8.0% or RM4.8 million, from
RM60.0 million in FYE 31 August 2011 to RM64.8 million in FYE 31 August 2012. This was
mainly due to the following reasons:

- Increase in demand for National School Curriculum based educational materials,
which was mainly contributed by past year examination papers of UPSR, PMR and
SPM as a result of faster to market, which is making the availability of our books
earlier to our customers in FYE 31 August 2012 as compared to FYE 31 August
2011, and better awareness of these publications. However, the increase in demand
for these past year examination papers was largely offset by decrease in demand for
textbooks, assessment books and revision guides for secondary levels of education as
well as assessment books for primary levels of education;

- Increase in sales of our supplementary educational materials as a result of an increase
in the range of our publications from 135 titles in FYE 31 August 2011 to 197 titles
in FYE 31 August 2012 coupled with improved marketing efforts and activities
during book fairs where we participated in nine (9) book fairs in FYE 31 August
2012 as compared to six (6) book fairs in FYE 31 August 2011. This was supported
by our inerease in expenditure on exhibitions and book fairs;

- Growth in sales of our online educational products with the launch of two (2) new
products, namely i-Teach and i-Learn; and

- Increase in demand for applied learning products particularly LEGO Education
robotics. Sales were boosted by the run-up to the World Robot Olympiad 2012,
which was hosted in Kuala Lumpur in November 2012. There were three (3)
categories of competition in World Robot Olympiad 2012, i.e. Regular, Open and
Gen II Football. LEGO Education products were exclusively used in all the
categories of competition except for the Open category, where other materials could
also be incorporated into the students’ projects.

For the FYE 31 August 2012, Sasbadi continued to contribute the largest proportion of our
total revenue at 96.7% (before consolidation adjustment). However, revenue contribution
from Sasbadi declined by 2.2 percentage points (before consolidation adjustment) for FYE 31
August 2012 as compared to the previous financial year. In terms of value, Sasbadi continued
to register a revenue growth of RM3.4 million or 5.7% (before consolidation adjustment) as
compared to the previous financial year. The drop in Sasbadi’s revenue contribution was
largely due to increases in revenue contribution from Orbit Buku and Sasbadi Online, each
contributing 1.8% to our total revenue (before consolidation adjustment) for the FYE 31
August 2012. These represented a revenue growth of 992.6% for Orbit Buku and 89.6%
(before consolidation adjustment) for Sasbadi Online.

For FYE 31 August 2012, our main revenue contribution segment continues to be educational
publishing, which contributed 86.1% of our total revenue. Within educational publishing, print
publishing continues to be the dominant segment constituting 84.3% of our total revenue.
Nevertheless, revenue contribution from online publishing improved from 1.0% in FYE 31
August 2011 to 1.8% in FYE 31 August 2012. Within print publishing, National School
Curriculum based educational materials for secondary and primary levels of education
remained as our main source of revenue with a contribution of 81.8% for the FYE 31 August
2012. In addition, revenue contribution of supplementary educational materials increased from
0.1% in FYE 31 August 2011 to 2.5% in FYE 31 August 2012. This is the result of the
increase in the range of our publications. For the FYE 31 August 2012, all major segments
within educational publishing registered growth.
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSI1S OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

Distribution of applied learning products and other activities accounted for 7.3% and 6.6% of
our total revenue for the FYE 31 August 2012 respectively. Distribution of applied learning
products recorded a significant growth of 105.5% compared to FYE 31 August 2011. The
growth was boosted by the then upcoming World Robot Olympiad 2012, which was hosted in
Kuala Lumpur. Other activities continued to decline by 8.5% from RM4.7 million in FYE 31
August 2011 to RM4.3 million in FYE 31 August 2012. This was mainly due to a decrease in
the sales of third party publications.

FYE 31 August 2013 compared to FYE 31 August 2012

For the FYE 31 August 2013, our total revenue grew by 20.4% or RM13.2 million, from
RM64.8 miilion in FYE 31 August 2012 to RM78.0 million in FYE 31 August 2013. This was
mainly due to the following reasons:

- Increase in sales of our new range of workbooks for primary and secondary levels of
education. The higher sales generated was mainly due to the popularity of our new
A4 size format. In addition, higher sales of our workbooks for primary levels of
education were attributed to the longer lead time available for us to undertake our
promotional and marketing efforts on these products before the start of the academic
year;

- Increase in demand for model test papers for SPM as this range of products were
published and made available to the market for a longer period in FYE 31 August
2013 as compared to FYE 31 August 2012;

- Increase in revenue from textbooks for secondary levels of education as a result of
securing more tenders and obtaining more purchase orders on textbooks from the
Ministry of Education; and

- Growth in sales of our online educational products with the launch of a new product,
namely iPBS as well as higher sales from i-Learn as a result of securing an MOU
with YGMB to supply and implement i-Learn under i-TRIM (Interaktif Tuisyen
Rakyat 1Malaysia). For the FYE 31 August 2013, we generated revenue of
RM975,000 from the said MOU with YGMB which was valid until end of 2013.

For the FYE 31 August 2013, Sasbadi continued to contribute the largest proportion of our
total revenue at 92.1% (before consolidation adjustment). However, revenue contribution
from Sasbadi declined by 4.6 percentage points (before consolidation adjustment) for FYE 31
August 2013 as compared to the previous financial year. In terms of value, Sasbadi continued
to register a revenue growth of RM9.1 million or 14.5% (before consolidation adjustment) as
compared to the previous financial year. The drop in Sasbadi’s revenue contribution as a
proportion of total revenue was largely due to relatively higher increases in revenue
contribution from Sasbadi Online, which contributed 7.4% to our total revenue (before
consolidation adjustment) for the FYE 31 August 2013. This represented a revenue growth of
397.3% (before consolidation adjustment) for Sasbadi Online. For the FYE 31 August 2013,
revenue contribution from Orbit Buku was minimal at 0.6% (before consolidation
adjustment).
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

For FYE 31 August 2013, our main revenue contribution segment continues to be educational
publishing, which contributed 90.0% of our total revenue. Within educational publishing, print
publishing continues to be the dominant segment constituting 82.6% of our total revenue.
Nevertheless, revenue contribution from online publishing improved significantly from 1.8%
in FYE 31 August 2012 to 7.4% in FYE 31 August 2013. Within print publishing, National
School Curriculum based educational materials for secondary and primary levels of education
remained as our main source of revenue with a contribution of 81.5% for the FYE 31 August
2013. Revenue contribution from supplementary educational materials declined from 2.5% in
FYE 31 August 2012 to 1.0% in FYE 31 August 2013. This was mainly due to the reduced
sales of a range of these products to dealers as part of our process in adopting a different
distribution strategy where we intend to increase our focus on selling directly to retail
bookstores in FYE 31 August 2014.

Distribution of applied learning products and other activities accounted for 5.4% and 4.6% of
our total revenue for the FYE 31 August 2013 respectively. Revenue from distribution of
applied learning products declined by 10.6%. This was because of the significant sales
increase in the previous financial year during the run-up to the World Robot Olympiad 2012
held in Kuala Lumpur in November 2012. Nevertheless, sales from distribution of applied
learning products for the FYE 31 August 2013 at RM4.2 million were still considerably higher
than FYE 31 August 2011 at RM2.3 million. Revenue from other activities continued to
decline by 16.3% from RM4.3 million in FYE 31 August 2012 to RM3.6 million in FYE 31
August 2013. This was mainly due to a decrease in the sales of third party publications.

FPE 28 February 2014 compared to FPE 28 February 2013

For the FPE 28 February 2014, our total revenue declined by 12.0% or RM6.0 million, from
RMS50.0 million in FPE 28 February 2013 to RM44.0 million in FPE 28 February 2014. This
was mainly due to the following reasons:

- Loss in revenue from past year examination papers for UPSR, PMR and SPM as a
result of the expiration of the licence from YGMB for reprinting, distribution,
marketing and sales of past year examination papers. Past year examination papers
contributed RM7.4 million for the FPE 28 February 2013;

- Decrease in revenue as well as returns for PMR educational materials namely
revision guides, assessment books and model test papers as a result of the
abolishment of the PMR examinations in 2014, resulting in negative revenue;

- Decrease in sales of secondary textbooks due to non-availability of new secondary
school textbook tenders from the Ministry of Education during FPE 28 February
2014; and

- Decrease in sales and high sales returns for our iPBS online educational products due
to uncertainty in the market in relation to the implementation of School-Based
Assessment (PBS) policy. In February 2014, the school based assessment was
suspended by the Ministry of Education and the modified version of PBS was
implemented in April 2014. Subsequently in April 2014, we have launched new
products, namely iPBS (PPPM)/iPS (DSKP) based on the modified version of PBS.

Nevertheless, the decrease in revenue in FPE 28 February 2014 due to the above factors was
partially compensated by the distribution and sales of Pearson titles comprising post-
secondary, secondary and primary educational materials, as well as increase in sales of
supplementary educational materials, namely logbooks to facilitate the teaching and learning
process.
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

For the FPE 28 February 2014, Sasbadi continued to contribute the largest proportion of our
total revenue at 90.9% (before consolidation adjustment). Howevcr, revenue contribution
from Sasbadi declined by 4.0 percentage points (before consolidation adjustment) for FPE 28
February 2014 as compared to the previous corresponding financial period, due to revenue
recognition from Malaysian Book Promotions. Malaysian Book Promotions began to
recognise revenue when it started the distribution of the acquired stocks of National School
Curriculum based educational materials from Pearson Malaysia in September 2013. Malaysian
Book Promotions contributed 9.6% to our total revenue (before consolidation adjustment) for
the FPE 28 February 2014.

For the FPE 28 February 2014, revenue contribution from Orbit Buku and Sasbadi Online
were 1.9% and 0.2% respectively (before consolidation adjustment). The revenue contribution
from Sasbadi Online declined by 4.6 percentage points (before consolidation adjustment) for
FPE 28 February 2014 as compared to the previous corresponding financial period mainly due
to the decrease in sales and high sales returns of iPBS as mentioned above.

For FPE 28 February 2014, our main revenue contrihution segment continues to be
educational publishing, which contributed 93.1% of our total revenue. Within cducational
publishing, print publishing continues to be the dominant segment constituting 92.9% of our
total revenue. Revenue contribution from online publishing dropped significantly from 4.8%
in FPE 28 February 2013 to 0.2% in FPE 28 February 2014 due to the decrease in sales and
high sales returns for our iPBS online educational products as mentioned above. Within print
publishing, National School Curriculum based educational materials remained as our main
source of revenue with a contribution of 87.7% for the FPE 28 February 2014. Revenue
contribution from supplementary educational materials grew from 0.4% in FPE 28 February
2013 to 5.2% in FPE 28 February 2014. This was mainly due to the increase in sales of our
logbooks to facilitate the teaching and learning process during FPE 28 February 2014.

Distribution of applied learning products and other activities accounted for 4.5% and 2.5% of
our total revenue for the FPE 28 February 2014 respectively. Revenue from distribution of
applied learning products grew by 44.5%. This was mainly due to an increase in sales of our
robotics range of products. Revenue from other activities increased by 22.2% from RM0.9
million in FPE 28 February 2013 to RM1.1 million in FPE 28 February 2014. This was mainly
due to an increase in revenue from trading of paper.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

FYE 31 August 2011 compared to FYE 31 August 2010

Malaysia accounted for 99.9% of our total revenue for FYE 31 August 2011 with a small
0.1% of our revenue derived from overseas namely Singapore, Indonesia and Brunei. During
FYE 31 August 2011, revenue from Malaysia recorded a growth of 27.7% while revenue from
overseas markets recorded a decline of 52.1%. Despite the sharp decline, the impact from
overseas markets was minimal as it represented a very small proportion of our overall
revenue.

FYE 31 August 2012 compared to FYE 31 August 2011

Malaysia accounted for 99.8% of our total revenue for FYE 31 August 2012. During FYE 31
August 2012, revenue from the local market recorded a growth of 8.0% while revenue from
overseas markets recorded a growth of 69.0%. Despite the sharp increase in overseas sales, the
growth impact from overseas markets was minimal as it represented a very small proportion of
our overall revenue.

FYE 31 August 2013 compared to FYE 31 August 2012

Malaysia accounted for 99.5% of our total revenue for FYE 31 August 2013. During FYE 31
August 2013, revenue from Malaysia recorded a growth of 19.8% while revenue from
overseas markets recorded a significant growth of 312.2%. This was largely contributed by
registration fees collected from various participating countries in the World Robotic Olympiad
held in November 2012.

FPE 28 February 2014 compared to FPE 28 February 2013
Malaysia continued to be our principal market for FPE 28 February 2014. During FPE 28
February 2014, revenue from the local market recorded a decline of 11.2% compared to the

FPE 28 February 2013 while overseas markets recorded minimal negative revenue as a result
of the sales returns from the Brunei market.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK

246



Lve

‘Buipuno. 01 onp dn-ppu jou sa0p [p10] v
‘uotriodod juvorftuSisuy #

2quondd joN v

iSPION

vEETTE

v0°001 6V9°1T 0001 €££7T7 0001 0001  S06°97 0°00T  SISHT 0001 7SS ejo],
8T SI9 0c SEv 6C (473 - - # T - - JUSUUSTPE UOHEPI[OSUO)) :$537]
VL6 Y€0°12 086 86L°1T vI'L6 061°1€ 0001 $06°9C 0001  0€8%C 0001  ZSS'sl
eu ey ey eu eu ey eu eu BU eu eU BU suonnjog Sutuiea| 1peqseg
eu eu eu eu eu BU eu BU BU eyu eu eu suoneoiqng mm:.z
- - - - - - BU BU A A - A sSuipjoH 1pegses
901 T0£°T - - - - - - - - - - suonowoI yoog ueisAe[eA
(s0) (o1 1A% £EV°l 0l Tes’e T 759 (A 60¢ 'U U SUIUQ peqses
T 0ss S0 101 8°0 1LT Ve £€F9 1o (44 - - myng 1410
- - - - - - - - - - - - ssa1d AR
(4] 86781 U'l6  ¥97°0T 'S8 LSE'LT 756 019°¢ L'86 66V'¥T 0°001 75581 peqseg
% 000.NY % 000,174 % 000.N¥ % 000N % 000N % 000,174
10T £10T €107 10T 1102 0107 jo.aq ssoid)

<mm-—mmmem—-—-=AAen gy 87 Ad A ——————— | < Isndny 1€ A >

paypuy patpueuny < paypny >

:$moj[o] se 1 sotuedwod Aq urdrew 1yo.d ssoid pue 11y0ad ss018 s, dnoin mo Jo umopearq sy,

sasruedwo)) £q yyoad ssoin)

Jyoxd ssoud jo sisA[eue [puowides 77Tl

it}

(p.3u03) SLOAISOYUd ANV SNOLLVHAJO 40 SLINSTAA ‘NOLLIANOD TYIONVNIA A0 SISATYNV ANV NOISSNISIA INANWADVNVIA

1-0992Z01 "ON Auedwio)




8t¢

apquonddv jon oY
030N
(414 S'ry (414 STy vy $'6¢ &30
eu eu eu eu eu eu suonn[og Sulwed] Ipeqses
e eu eu Bu eu eu suoneolqng JgW
- - - U ey 'U s8uip|oy 1peqses
b¥S - - - - - SUONOWIOLJ YOO UBISAB[BIA
©611) €09 0’19 0'9¢ £0s e suluQ 1peqses
v'LY ¥9¢ L'LS Svs ¥'0z - njng 1910
- - - - - - ssa1d eABIN
8'sY L'ty T8¢ 8'0F 1374 S6¢ 1peqseg
% % % % % %
4 K114 €107 £10T (41114 31114 0107 uIBIRpy Joid sso1D
<--=—=K1ENIG2J 87 AdA > | < NIy [ FRJ mmmmnmm e
pajipny paypneun < papny >

(P4u03) SLIAISOUd ANV SNOLLVIAJO A0 SLTIASTA ‘NOLLIANOD TVIONVNIA A0 SISXTVNV ANV NOISSNISIA INTNIIVNVIN k4!

1-0992201 "ON Aueduro)




6t¢

0°001  6V9°1T 0001 VE£7TT 0°00I  €£I7€ v0'00T  S06°97 0°00I SIS‘¥T 0°00T 7SS‘8I o],
60 v07 S0 901 S0 951 80 vt ST I8€ 8 0L PR Te)
9y 066 0¢€ LLY I's 6v9°‘T S'L 2 A1) (1872 £66 s §96 SPNpPoIJ SUTUIEd'| PNV JO UONMGIIISI]
S'h6 SSH0T $96  6hFIT b6 87€0¢ 9’16 LSOYT b6 PrYEL 0’16 S88°01
(s°0) (219 $9 9cH'1 0TI 9€5°E 4 9.9 I 867 ‘Bu ey Burysiqng dui[uQ
0°S6 69507 006  €I0°0¢ vh'E8  vI6LIT  T1'68 186°€T €6 9II‘ET vO'I6 S889I
oS 060°1 $0 0C1 1 66€ ¢ 0v8 10 ¥C 10 01 sererew jeuonesnpa Arejuswsiddng
N 0 mlw U U e'u ‘2'U BU ‘e'u ’'U ‘B'U ‘U ‘2'u &E\mt&: NBQG.:BQSNN A&»»S.QQ\
29 cesy ’'U .U A ?'u B'U A ’U euU ’u ’'U SIDLBIDUL [PUOIIDONPS AUDPU0IS
0t 098 U ’U ’'U ’'U eu ’u ’u BU ’u eu S|OLBIDU [PUOTIDINPS LADPU0DIS-1SO
vE0I 9£CC eu 'u ’°u eu ey ’°U ’U BU ’'U ’'U SO[I UOSADI -
- - 23 Ll 87 968 8 £62°1 p€ Sr8 - - s4advd uolputDxd 4024 15Dy
9L€ SHI'S PO $9L9 05 020'8 607 z19°s pTZ pESS 987  TIES (¢) SIDMBIDW [DUOLIINPT
9§ SHI'S e IS VLT VSI6 LS 069 96T 869 987  TIES () Honwonpa Livuidg -
- - 88 6S6°1 76 6467 r8lI 656 LHl 159 €8 788y s4adpd uolputupxa 1024 Jsv4
tro) (08 r 926 9°¢ 0181 L8 [1Y4 £0r 9567 ISV 77 4 () SIDMOIW. [OUONDINPS YN
44 816 LTk 86F6 9'6¢ 91L°TI £€E 7969 Py LISOI L0y 8S5L (¢) STOMBIDUL [DUOLDINPD YW J-UON
0Ty 8606 LSS €8¢ rrs LLb LT vE09 9c7°91 PLY  PILYT €79  vE9SI] uoponpa Lopuodag -
S|eLIdJeW [RUOIIBONPD
V006 6LY61 $'68  v£68°61 1Z8 76£'9¢C 0'98 1r1'€e Te6  TTlee V016 SL8°91 Paseq wn[noLIny) [00YS§ [BUCLHEN
Suysyqng yuay
TSNy [euonesnpy
% 000 % 000.JAY % 000N % 000N % 000N % 00041
1404 €102 €107 7107 1102 0107 ygouad ssoan
<mmmmmmemm--=-AXENIQIY 8T AdA > | < 1sndny [¢ AAT >
panpny paypneuq) < paypny >

:SM0[[0] SE ST sanianoe Aq widreur 3iyoid sso13 pue Jiyoid sso1d s, dnoxn ano Jo umopdealq oY) YO 1os MO[aq SI[qe) YT,

S3aNIANDY ssauisng Aq jgoad ssoax) ()

(p.#402) SLDAASOU ANV SNOLLVIAJO A0 SIIASTY ‘NOLLIANOD TVIDONVNIA 40 SISATVNV ANV NOISSNOSIA LNIINADVNVIN 4!

I1-0992701 "ON Auedwio)




0sC

(414 Sy (414 S’y viy §'6¢ [B10],
6’81 LTIr 9 4 (A 08 671 (@ SPDPO
9°0¢ 00§ T6¢ 6'T¥ 4 81y spnpo.td suruasdy palddy jo uonnqesiq
6'6p (44 (434 (244 1344 X34
(€Len £'09 v'19 LLs 1414 Bu Buyysyqng durup
£08 'ty 91y 6'Eh (444 ey
08y €S 06y 616 L0y 00y sjeLRTeW [eUONEINDS ArEIUdWa|ddng
Y ’U ’U ey BU vy SOLIDIDUL JUUOTIDONPD KADULLA]
9°¢9 ’U ey eu BU ’U Sp1210U JPUOTIDONPD LTPUOIBS
19/ By vy vy ’U eu SJOLIDIDWL [DUOHIDINDD KADPUOIDS-ISOF
69 BU Bu ’u B'u '’y Sapjj uosiedy -
~ AS 8L7 0t £TF - séadnd uoyvunupxs 40k 1Sv g
00§ 09¢ £5r 9t¥ 6Tt i () SIPMHOIDW [OUONDINP
00§ 8ty 9Tr I'vt 8Ty iy (p Yonvonpa divunag -
- L'9€ ' Y74 P 0F £TF 1'Zp suadod uoypunupxa 40o4 1SvJ
X 08¢ 807 44 0¥ £ck () SIDMSIDUL [DUOLDINPD YN
Wi 19 197 LSH 0°9% St (¢) STDL2IDUL [DUOTIDINPD YN J-UON
94¥ 9°cr 01F e 8tr 6 uonwonpe Livpuoddg -
S[eL)el
§0s 847 Sy 9ty (444 oey JBUOHEONPS P3seq WN[NOLLINT [O0YDG [eUOlEN
Burysiqng yug
Utystqnd [euenesnpy
% % % % % %
(4 0x4 €102 €107 (41114 110z 0107 UIBIBIA JJ0Iq SS01D)
<= KIBNAQI Y 8T AU ===> | < mmemmmmmsncmmanenne JSNBNY [ § A e >
pajpny pajipneun < payIpny >
“Saadpd §537 japow pup s300q JUIUSSISSD ‘SIPING UOISIARL IPNIOUT +)
"s42dod 1537 j2poUt puD SY00G JUSUISSISSD ‘SYOOQYAOM ‘SIPINS UOISINDA ‘SYOOQIXD} 4210 1SSUOWD 2PRIIU] (<)
adpd fo Suipp.; puv suoyvoyqgnd &.4vd pa fo uounqrisip sv j1am sp sy00q aji (ps2ues fo Surysyqnd ‘sarpuonsIp NMU0R]2 fo Gddns ayp fjuitow apmouy ()
SppdIoW [PUONDINPs j00Y2s-24d Jo uoiodoad jrows v 2pnouy (1)
"21quoyddn joN U
"Suipuno 0y anp dn-ppo 10u s20p 010 v
SapoN

(pau0)) S1IAISOUd ANV SNOILVIAIO A0 SLTASTA ‘NOLLIANOD TVIONVNIA 40 SISATVNV ANV NOISSNISIA INTNIDVNVIA k4!

1-0992201 ON Auedwio)




Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

Notes:

na. Not applicable.

n.c. Not computable.

(H) Include a small proportion of pre-school educational materials.

) Include mainly the supply of electronic dictionaries, publishing of general title books as well as distribution
of third party publications and trading of paper.

A3) Include amongst others textbooks, revision guides, workbooks, assessment books and model test papers.

4) Include revision guides, assessment books and model test papers.

FYE 31 August 2011 compared to FYE 31 August 2010

Our Group’s gross profit improved by 33.3% or approximately RM6.2 million, from RM18.6
million for FYE 31 August 2010 to RM24.8 million for FYE 31 August 2011. The growth in
our gross profit was mainly attributed to the following reasons:

- Gross profit of our educational publishing registered a growth of 38.8% or RM6.6
million for the FYE 31 August 2011. Of this, secondary education materials segment
was the largest contributor to our gross profit growth amounting to RMS5.2 million.
The RMS5.2 million was mainly attributed to secondary past year examination papers
and textbooks;

- Gross profit of primary education materials recorded growth of 20.4% or RM1.1
million for FYE 31 August 2011. The growth was mainly derived from primary past
year examination papers and workbooks; and

- As for online publishing, we achieved a gross profit of RM0.3 million during our first
year of commercialisation of online publishing products.

However, our gross profit from other activities decreased by RM0.3 million wbich was
primarily due to the drop in gross profit from distribution of third party publications. This was
in tandem with the decline in sales of third party publications during the financial year under
review.

Our gross profit margin also increased from 39.5% in FYE 31 August 2010 to 41.4% in FYE
31 August 2011. This was mainly due to:

- Improvement in gross profit margin from our educational publishing, which was
mainly attributed to lower paper price that we secured and higher selling prices for
some of our National School Curriculum based educational materials; and

- Commencement of our online publishing, which also contributed to the growth in our
gross profit margin. The gross profit margin from our online publishing operations at
48.4% for the FYE 31 August 2011 was higher compared to our overall gross profit
margin of 41.4% for the FYE 31 August 2011. Despite the higher gross profit
margin, its contribution to our gross profit was RM0.3 million from a revenue of
RMO.6 million.

FYE 31 August 2012 compared to FYE 31 August 2011

Our Group’s gross profit registered a growth of 8.5% or approximately RM2.1 million, from
RM24.8 million in FYE 31 August 2011 to RM26.9 million in FYE 31 August 2012. This was
in line with the increase in our revenue which recorded a similar growth of 8.0% compared to
FYE 31 August 2011. The growth in our gross profit was mainly attributed to the following
reasons:
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- Increase in our gross profit from educational publishing representing a growth of
5.2% for the FYE 31 August 2012, Within educational publishing, our supplementary
educational materials was the main contributor to the growth. It grew by 3,400.0%
from approximately RM24,000 for the FYE 31 August 2011 to RM0.8 million for the
FYE 31 August 2012. This was mainly due to the increase in sales of existing and
new products;

- Gross profit from our distribution of applied learning products increased from RM1.0
million for the FYE 31 August 2011 to RM2.0 million for the FYE 31 August 2012.
The growth was in tandem with our increase in sales from this segment particularly
LEGO Education robotics; and

- Gross profit from our online educational products increased from RMO0.3 million for
the FYE 31 August 2011 to RMO0.7 million for the FYE 31 August 2012. This was
mainly attributed to the improvement in sales from new launch of two (2) products,
namely i-Teach and i-Learn.

Gross profit from our National School Curriculum based educational materials for secondary
levels of education recorded a drop of 2.9% for the FYE 31 August 2012. The decline was
mainly due to lower gross profit from secondary school textbooks, assessment books and
revision guides for PMR and SPM. However, the drop of 2.9% was offset by the improvement
in primary educational materials, which recorded a growth of 7.9%.

For the FYE 31 August 2012, our gross profit margin of 41.5% was similar to our gross profit
margin of FYE 31 August 2011 at 41.4%. Nevertheless, gross profit margin of supplementary
educational materials and online publishing registered noticeable growth as follows:

- Gross profit margin of supplementary educational materials increased from 40.7%
for the FYE 31 August 2011 to 51.9% for the FYE 31 August 2012. This was mainly
due to a higher number of our new range of products were given out as samples for
promotional and marketing purposes during FYE 31 August 2011; and

- Gross profit margin of our online publishing increased from 48.4% for the FYE 31
August 2011 to 57.7% in FYE 31 August 2012. This was largely due to additional
discount given by our technology partner in October 2011 as a result of a lower than
anticipated sales for the first batch of our newly launched products as well as the
sales of higher margin online educational resources.

However, the gross profit margin growth in the supplementary educational materials and
online publishing segments was mainly offset by lower gross profit margin in the following:

- Decrease in gross profit margin from National School Curriculum based educational
materials for secondary levels of education. This was mainly due to decrease in gross
profit margin of revision guides for PMR and past year examination paper for SPM;
and

- Decrease in gross profit margin from other activities. This was mainly due to increase

in sales of lower margin activities such as trading of paper and decrease in sales of
higher margin activities such as distribution of third party publications.
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FYE 31 August 2013 compared to FYE 31 August 2012

Our Group’s gross profit registered a growth of 19.3% or approximately RM5.2 million, from
RM26.9 million in FYE 31 August 2012 to RM32.1 million in FYE 31 August 2013. The
growth in our gross profit was mainly attributed to the following reasons:

- Increase in our gross profit from educational publishing representing a growth of
23.0% for the FYE 31 August 2013. This was mainly due to increase in sales of
workbooks for primary and secondary levels of education as well as model test
papers for SPM and textbooks for secondary levels of education. In addition, gross
profit increase in educational publishing was also due to increase in sales of our new
online educational product, iPBS.

Gross profit from supplementary educational materials, distribution of applied learning
products and others declined by approximately RM441,000, RM375,000 and RM&68,000
respectively. The decline was mainly due to overall decrease in sales of these segments as well
as lower gross profit margins recorded for these segments as explained below.

Our gross profit margin registered a slight decrease by 0.3 percentage point from 41.5% in
FYE 31 August 2012 to 41.2% in FYE 31 August 2013. The decrease in gross profit margin
was mainly from:

- National School Curriculum based educational materials: This was largely the result
of a write down of RM1.2 million of inventory for our past year examination papers
for 2010, 2011 and 2012. In addition, our direct labour costs also increased as a result
of increased activities to meet peak season requirements. We also made a provision
for returns against sales of RM1.5 million for our National School Curriculum based
educational materials (with a gross profit impact of approximately RM0.8 million).
Nevertheless, the decrease in gross profit margin of National School Curriculum
based educational materials was partially offset by the higher selling prices for our
workbooks for primary and secondary levels of education;

- Supplementary educational materials, some of which were used as promotional items
for marketing purposes;

- Distribution of applied learning products, which was mainly due to higher costs
ineurred from the organisation of World Robot Olympiad 2012; and

- Others, which were mainly due to a decrease in sales of higher margin products
namely third party publications.

However, the decrease in gross profit margin of the above segments was partially offset by the
increase in the gross profit margin of our online educational resources, which recorded a gross
profit margin of 61.4% in FYE 31 August 2013 as compared to 57.7% in FYE 31 August
2012. This was the result of the launch of our new online educational product, iPBS, which
commands a higher gross profit margin as compared to our other online educational resources.
Nevertheless, the increased profit margin from iPBS was also partially offset by the lower
margin recorded for i-Learn due to bulk discount provided for the supply and implementation
of i-Learn under the i-TRIM project as well as provision for returns against sales of
approximately RMO.5 million (with a gross profit impact of approximately RM0.3 million).
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FPE 28 February 2014 compared to FPE 28 February 2013

Our Group’s gross profit registered a decline of 2.7% or approximately RM0.6 million from
RM22.2 million in FPE 28 February 2013 to RM21.6 million in FPE 28 February 2014. The
decrease in our gross profit was mainly attributed to the following reasons:

- Gross profit from our print National School Curriculum based educational materials
decreased from RM19.9 million for the FPE 28 February 2013 to RM19.5 million for
the FPE 28 February 2014. This was due to a decrease in sales for secondary
education materials mainly PMR educational materials such as revision guides,
assessment books, model test papers and textbooks from non-PMR educational
materials, as well as past year examination papers for UPSR, PMR and SPM; and

- Decrease in gross profit from our online publishing segment mainly due to
uncertainty in the market in relation to the implementation of School-Based
Assessment (PBS) policy. In February 2014, the school based assessment was
suspended by the Ministry of Education and the modified version of PBS was
implemented in April 2014. Subsequently in April 2014, we have launched new
products, namely iPBS (PPPM)/iPS (DSKP) based on the modified version of PBS.

Nevertheless, the decrease in our gross profit is partially offset by the following:

- Gross profit of approximately RM2.2 million in FPE 28 February 2014 derived from
the Pearson titles as a result of the acquisition of the publishing rights, production
files and stocks of educational materials from Pearson Malaysia. Please refer to
Section 5.1 of this Prospectus for further details on the acquisition of the publishing
rights and production files from Pearson Malaysia; and

- Increase in gross profit derived from our supplementary educational materials and
distribution of applied learning products, which increased by approximately RM1.0
million and RMO.3 million for the FPE 28 February 2014 respectively compared to
FPE 28 February 2013.

Our gross profit margin improved from 44.5% for the FPE 28 February 2013 to 49.2% for the
FPE 28 February 2014. The improvement in our gross profit margin was mainly attributed to
the following:

- National School Curriculum based educational materials: This was largely due a
decline in sales of the lower margin products namely past year examination papers
for UPSR, PMR and SPM. During FPE 28 February 2014, the selling prices for
revision guides and workbooks of primary and secondary education were higher
compared to FPE 28 February 2013. In addition, our range of readers for primary
levels of education also recorded higher gross profit margin. This was mainly due to
higher average selling price as well as lower per unit cost of printing and
transportation as we printed and sold higher volumes of our new range of readers to
our customers;

- Among our print publishing segment, educational materials of Pearson titles recorded
a relatively high gross profit margin of 69.4% for the FPE 28 February 2014. Of this,
gross profit margin of Pearson titles for post-secondary, secondary and primary
education was 76.1%, 65.6% and 71.7% respectively. The sales of the Pearson titles
commenced in September 2013; and

- Gross profit margin from our distribution of applied learning products improved

marginally from 50.0% for the FPE 28 February 2013 to 50.6% for the FPE 28
February 2014.
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The increase in our gross profit margin is partly offset by the decrease in gross profit margin
from our online publishing, where gross profit margin of the said products declined from
60.5% for the FPE 28 February 2013 to gross loss margin of 137.3%. This was mainly due to
the decrease in sales and high sales returns for our iPBS online educational products due to
uncertainty in the market in relation to the implementation of School-Based Assessment (PBS)
policy during the financial period under review.

Within print publishing, gross profit margin of our supplementary educational materials also
decreased from 54.3% for FPE 28 February 2013 to 48.0% for FPE 28 February 2014. This
was mainly attributed to higher sales of logbooks to facilitate teaching and learning process,
which has a lower gross profit margin compared to other supplementary educational materials.

(iii) Gross Profit by Geographical Markets

It is not possible to undertake an analysis of gross profit by geographical markets because our
expenses such as cost of sales including salaries and wages, material and royalty costs, cannot
be meaningfully apportioned according to geographical markets.

12.2.3 Analysis of Operating Expenses

< Audited >
< FYE 31 August >
Operating expenses 2010 2011 2012 2013
RM’000 %  RM’000 %  RM’000 % RM’000 %
Administrative 5,922 55.6 6,857 552 7,311 569 9,365 60.9
Distribution 4,492 422 5,216 42.0 5245 4038 5,535 36.0
Others 243 2.3 341 2.7 296 2.3 476 3.1
Total 10,657  100.0* 12414 100.0* 12,852 100.0 15,376 100.0
Unaudited Audited
<--—-=----r-- FPE 28 February--------=ee-v-- >
Operating expenses 2013 2014
RM’000 %  RM’000 %
Administrative 4,632 61.2 5,176 48.4
Distribution 2,753 364 3,294 30.8
Others 181 24 2,222 20.8
Total 7,566 100.0 10,692 100.0

Note:

Total does not add-up due to rounding.

Administrative expenses mainly consist of salaries and wages and other staff related costs,
depreciation, director fees, remuneration and bonuses, utilities, insurance, staff accommodation,
printing and stationery, upkeep of office and office equipment, warchouse maintenance,
communication expenses, postage, security charges, company event and listing expenses.

Distribution costs mainly consist of salaries and wages and other staff related costs, travelling
expenses, robotics competition and workshop expenses, upkeep of motor vehicles, expenses on
exhibitions, roadshows, book fairs and launching of online educational resources, advertisements, road
tax and insurance, sales incentives and business canvassing charges.
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Other operating expenses mainly consist of allowance for doubtful debts, audit fees, realised losses on
foreign exchange, quit rent and assessment charges, donations, travelling expenses, professional and
management fees, impairment of goodwill and loss on property, plant and equipment, stamping,
subscription, incorporation and filing fees, sundry expenses, bank charges, meeting expenses,
underprovision of sales returns, impairment of intangible assets and various other operating expenses.

Our operating expenses as a proportion of revenue decreased marginally on a period-to-period basis
amounting to 22.7%, 20.7%, 19.8% and 19.7% for FYE 31 August 2010, 2011, 2012 and 2013.
However, it increased to 24.3% as a proportion of our revenue in FPE 28 February 2014.

FYE 31 August 2011 compared to FYE 31 August 2010

Our operating expenses which consist of administrative expenses, distribution costs, and other
operating expenses increased by 15.9% or approximately RM1.7 million from RM10.7 million in FYE
31 August 2010 to RM12.4 million in FYE 31 August 2011. This was mainly due to increase in salary
and wages and other staff related costs as a result of salary increments and increase in number of staff,
depreciation due to new additions of motor vehicles, road tax and insurance as a result of new additions
of motor vehicles as well as directors’ bonuses.

FYE 31 August 2012 compared to FYE 31 August 2011

Our operating expenses which consist of administrative expenses, distribution costs and other operating
expenses increased by 4.0% or approximately RMO0.5 million, from RM12.4 million in FYE 31 August
2011 to RM12.9 million in FYE 31 August 2012. This was mainly due to increase in salary and wages
and other staff related costs as a result of salary increments and increase in number of staff,
depreciation due to new additions of motor vehicles, book fair expenses due to marketing and
promotion of new products published by Sasbadi Online and Orbit Buku during their first year of
operations. However, the increase in these operating expenses was partially offset by the decrease in
some other operating expenses, mainly travelling expenses which recorded a decline of approximately
RMJ0.2 million.

FYE 31 August 2013 compared to FYE 31 August 2012

Our operating expenses which consist of administrative expenses, distribution costs and other operating
expenses increased by 19.4% or approximately RM2.5 million, from RM12.9 million in FYE 31
August 2012 to RM15.4 million in FYE 31 August 2013. This was mainly due to the increase in salary
and wages as well as other staffrelated costs as a result of salary increments and increase in the number
of staff, director fees, depreciation due to new additions of motor vehicles, upkeep of office due to
repair and maintenance, tinting works as well as installation of new signage, company event organised
for business associates and staff members, upkeep of motor vehicles, listing expenses and allowance
for doubtful debts. Allowance of doubtful debts increased from approximately RM2,000 to
approximately RM 108,000.

FPE 28 February 2014 compared to FPE 28 February 2013

Our operating expenses which consist of administrative expenses, distribution costs and other operating
expenses increased by 40.8% or approximately RM3.1 million, from RM7.6 million in FPE 28
February 2013 to RM10.7 million in FPE 28 February 2014. This was mainly due to underprovision of
sales returns, increase in directors’ remuneration, increase in salary for distribution staff, impairment of
intangible assets as well as increase in travelling expenses. Our Group recorded an underprovision of
sales returns amounting to RM1.3 million in FPE 28 February 2014. There was no underprovision of
sales returns recorded in FPE 28 February 2013. Directors’ remuneration increased from RMO0.6
million in FPE 28 February 2013 to RM1.5 million in FPE 28 February 2014. Our Group recognised
RMO0.3 million as impairment of intangible assets in FPE 28 February 2014 as a result of the
acquisition of the publishing rights and production files from Pearson Malaysia in 2013.
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12.2.4 Other Operating Income

< Audited >
< FYE 31 August >
Other operating income 2010 2011 2012 2013
RM’000 % RM’000 %  RM’000 % RM’000 %
Gain on disposal of 32 10.7 72 19.8 533 65.6 131 16.3
property, plant and
equipment
Royalty income 65 21.7 62 17.0 42 52 486 60.3
Management fee income 45 150 85 234 45 5.5 - -
Sales of written-off 158 52.7 144 39.6 192 23.6 185 23.0
stocks
Sponsorship income - - - - - - 5 0.6
Total 300 100.0 364~ 100.0" 812 100.00 806~ 100.0*
Unaudited Audited
emmmmmem FPE 28 February-----=-=---— >
Other operating income 2013 2014
RM’000 % RM’000 %
Gain on disposal of - - - -
property, plant and
equipment
Royalty income - - - -
Management fee income - - - -
Sales of written-off 153 100.0 94  100.0
stocks
Sponsorship income - - - -
Total 153  100.0 94  100.0
Note:
n Total does not add-up due to rounding.

Other operating income comprises gains on disposal of property, plant and equipment, royalty income,
management fee income, sponsorship income and sales of written-off stocks as scrap. For the FYE 31
August 2010, 2011, 2012 and 2013 as well as FPE 28 February 2014, other operating income
accounted for 0.6%, 0.6%, 1.3%, 1.0% and 0.2% of our total revenue respectively.
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FYE 31 August 2011 compared to FYE 31 August 2010

Our other operating income increased from RM0.3 million in FYE 31 August 2010 to RM0.4 million
in FYE 31 August 2011. This was mainly due to higher gains on disposal of property, plant and
equipment and increase in management fee income compared to FYE 31 August 2010. Management

fee income is mainly derived from the consultation in relation to publishing advisory to The Malaya
Press Sdn Bhd.

FYE 31 August 2012 compared to FYE 31 August 2011

In FYE 31 August 2012, our Group recorded a higher level of other operating income of RMO.8
million as compared with RM0.4 million in FYE 31 August 2011. This was mainly due to higher gains
on disposal of property, plant and equipment, i.e. motor vehicles, and sales of written-off stocks as
scrap.

FYE 31 August 2013 compared to FYE 31 August 2012

In FYE 31 August 2013, other operating income recorded a slight decline of RM6,000 from
RMS812,000 in FYE 31 August 2012 to RM806,000 in FYE 31 August 2013. This was mainly due to
lower gains on disposal of property, plant and equipment, i.e motor vehicles, partly offset by the
increase in royalty income.

FPE 28 February 2014 compared to FPE 28 February 2013

In FPE 28 February 2014, other operating income recorded a decline of approximately RM59,000 from

RM153,000 in FPE 31 February 2013 to RM94,000 in FPE 28 February 2014. This was mainly due to
lower sales of written-off stocks as scrap.

12.2.5 Finance Costs

< Audited >

< FYE 31 August >
Finance costs 2010 2011 2012 2013

RM’000 % RM’000 % RM’000 % RM’000 %
Bank charges 21 16.7 15 30.6 27 45.8 37 50.7
Finance lease interest 26 20.6 19 38.8 21 35.6 26 35.6
Bank overdraft interest 40 31.7 12 24.5 9 15.3 10 13.7
Term loan interest 39 31.0 3 6.1 I 1.7 - -
Total 126 100.0 49 100.0 504 100.0* 73 100.0
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Unaudited Audited

Lemmmmmanen FPE 28 February--------—---- >

Finance costs 2013 2014
RM’000 % RM’000 %
Bank charges 7 28.0 65 382
Finance lease interest 13 52.0 13 7.6
Bank overdraft interest 5 20.0 93 54.7
Term loan interest - - - -
Total 25 100.0 170~ 100.0~

Note:

Total does not add-up due to rounding.

Finance costs are mainly interest charged for bank facilities and accounted for 0.3%, 0.1%, 0.1%, 0.1%
and 0.4% of our total revenue for FYE 31 August 2010, 2011, 2012 and 2013 as well as FPE 28
February 2014 respectively.

FYE 31 August 2011 compared to FYE 31 August 2010

In FYE 31 August 2011, our Group recorded a lower level of finance costs of approximately
RM49,000 as compared to RM0.1 million for FYE 31 August 2010. This was mainly due to a lower
level of credit facilities utilised during the year to fund our operations in FYE 31 August 2011. Our
reduction in the utilisation of borrowings and credit facilities was supported by sufficient cash flow
generated from our operations.

FYE 31 August 2012 compared to FYE 31 August 2011

In FYE 31 August 2012, our Group recorded a higher level of finance costs of approximately
RM359,000 as compared with approximately RM49,000 for FYE 31 August 2011. This was mainly due
to higher bank charges during the year.

FYE 31 August 2013 compared to FYE 31 August 2012

In FYE 31 August 2013, our Group recorded higher finance costs of approximately RM73,000 as
compared to approximately RM59,000 for FYE 31 August 2012. This was mainly due to higher bank
charges during the year.

FPE 28 February 2014 compared to FPE 28 February 2013

In FPE 28 February 2014, our Group recorded higher finance costs of approximately RM0.2 million as

compared to approximately RM25,000 for FPE 28 February 2013. This was mainly due to higher bank
charges and interest for our bank overdraft during the financial period under review.
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12.2.6 Imcome Tax Expenses

< Audited > |  Unaudited Audited
< mmemmm——————— FYE 31 August ---=-m-ee--- - FPE 28 February
Income tax expenses 2010 2011 2012 2013 2013 2014
% % % % % %
Effective tax rate 26.4 26.8 26.9 27.8 27.5 26.6
Malaysia statutory tax rate 25.0 25.0 25.0 25.0 25.0 25.0

Income tax expenses comprise the current year’s provision for taxation, under or overprovision of
taxation in the previous financial year and deferred taxation.

FYE 31 August 2011 compared to FYE 31 August 2010

For FYE 31 August 2011, our Group registered an increase in income tax expense by RM1.3 million to
RM3.5 million as compared to RM2.2 million in FYE 31 August 2010. The increase in income tax
expense was largely due to an increase in PBT for FYE 31 August 2011. Nevertheless, our income tax
expense for the FYE 31 August 2011 represented an effective tax rate of 26.8%, which was higher than
the Malaysia statutory tax rate of 25.0%. This was mainly due to non-deductible expenses for tax
purposes such as depreciation which were restricted for tax purposes as well as deferred tax assets not
recognised.

FYE 31 August 2012 compared to FYE 31 August 2011

For FYE 31 August 2012, our Group registered an increase in income tax expense by approximately
RMO.5 million to RM4.0 million, as compared to RM3.5 million in the previous financial year. The
increase in income tax expenses was partly due to an increase in PBT as well as non-deductible
expenses such as depreciation and under provision of deferred taxation in prior years.

FYE 31 August 2013 compared to FYE 31 August 2012

For FYE 31 August 2013, our Group registered an increase in income tax expense by approximately
RMO0.9 million to RM4.9 million, as compared to RM4.0 million in FYE 31 August 2012. The increase
in income tax expenses was mainly due to an increase in PBT while the higher effective tax rate of
27.8% was mainly due to non-deductible expenses namely depreciation.

FPE 28 February 2014 compared to FPE 28 February 2013
For FPE 28 February 2014, our Group registered a decrease in income tax expense by approximately
RM1.2 million to RM2.9 million, as compared to RM4.1 million in FPE 28 February 2013. The

decrease in income tax expense was mainly due to a decrease in PBT while the lower effective tax rate
of 26.6% was mainly due to over provision of taxation in prior financial period.
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12.2.7 Interest Income

FYE 31 August 2011 compared to FYE 31 August 2010

Our interest income increased from approximately RM177,000 in FYE 31 August 2010 to
approximately RM223,000 in FYE 31 August 2011. This was due to increase in interest income from
liquid investments as a result of increase in placement for liquid investments.

FYE 31 August 2012 compared to FYE 31 August 2011

Our interest income decreased from approximately RM223,000 in FYE 31 August 2011 to
approximately RM92,000 in FYE 31 August 2012. This was due to a decrease in interest income from
liquid investments as a result of withdrawal of our liquid investments for payment of royalties during
the financial year.

FYE 31 August 2013 compared to FYE 31 August 2012

Our interest income increased from approximately RM92,000 in FYE 31 August 2012 to
approximately RM173,000 in FYE 31 August 2013. This was mainly due to interest income from our
liquid investments.

FPE 28 February 2014 compared to FPE 28 February 2013

Our interest income decreased from approximately RM145,000 in FPE 28 February 2013 to
approximately RM55,000 in FPE 28 February 2014. This was mainly due to decrease in interest
income from liquid investments as a result of withdrawal of our liquid investments for the acquisition
of the publishing rights and production files, stocks of educational materials and paper from Pearson
Malaysia amounting to RM7.7 million. Please refer to Section 5.1 of this Prospectus for further details
on the acquisition of the publishing rights and production files, stocks of educational materials and
paper from Pearson Malaysia.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

(i)

FYE 31 August 2011 compared to FYE 31 August 2010

Based on the foregoing factors, our Group’s PBT increased by 57.3% or approximately
RM4.7 million, from RM8.2 million in FYE 31 August 2010 to RM12.9 million in FYE 31
August 2011. PBT margin for FYE 31 August 2011 also improved from 17.5% in FYE 31
August 2010 t021.6% in FYE 31 August 2011.

FYE 31 August 2012 compared to FYE 31 August 2011

Based on the foregoing factors, our Group’s PBT increased by 15.5% or approximately
RM2.0 million, from RM12.9 million in FYE 31 August 2011 to RM14.9 million in FYE 31
Avugust 2012. PBT margin for FYE 31 August 2012 recorded a slight increase from 21.6% in
FYE 31 August 2011 to 23.0% in FYE 31 August 2012.

FYE 31 August 2013 compared to FYE 31 August 2012

Based on the foregoing factors, our Group’s PBT increased by 18.8% or approximately
RM2.8 million, from RM14.9 million in FYE 31 August 2012 to RM17.7 million in FYE 31
August 2013. PBT margin for FYE 31 August 2013 recorded a slight decrease from 23.0% in
FYE 31 August 2012 to 22.7% in FYE 31 August 2013.

FPE 28 February 2014 compared to FPE 28 February 2013

Based on the foregoing factors, our Group’s PBT declined by 26.8% or approximately RM4.0
million, from RM14.9 million in FPE 28 February 2013 to RM10.9 million in FPE 28
February 2014. PBT margin for FPE 28 February 2013 recorded a decline from 29.9% in FPE
28 February 2013 to 24.9% in FPE 28 February 2014.

Analysis of PAT

FYE 31 August 2011 compared to FYE 31 August 2010

Based on the foregoing factors, our Group’s PAT consequently increased by 55.7% or
approximately RM3.4 million, from RM6.1 million in FYE 31 August 2010 to RM9.5 million
in FYE 31 August 2011, which was in line with the increase in our PBT.

FYE 31 August 2012 compared to FYE 31 August 2011

Based on the foregoing factors, our Group’s PAT consequently increased by 14.7% or
approximately RM1.4 million, from RM9.5 million in FYE 31 August 2011 to RM10.9
million in FYE 31 August 2012.

FYE 31 August 2013 compared to FYE 31 August 2012

Based on the foregoing factors, our Group’s PAT increased by 17.4% or approximately
RM1.9 million, from RM10.9 million in FYE 31 August 2012 to RM12.8 million in FYE 31
August 2013.

FPE 28 February 2014 compared to FPE 28 February 2013

Based on the foregoing factors, our Group’s PAT declined by 25.9% or approximately RM2.8

million, from RM10.8 million in FPE 28 February 2013 to RM8.0 million in FPE 28 February
2014.
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(iif)

PBT and PAT by Business Activities and Geographical Markets

It is not possible to undertake an analysis of PBT and PAT by business activities and
geographical markets because our expenses such as administration, distribution expenses and
other operating expenses cannot be meaningfully apportioned according to business activities
and geographical markets.

12.2.9 Factors and Trends Affecting Future Financial Condition and Results

Save as disclosed in Section 12.2.10 of this Prospectus, factors that may cause our future financial
condition and operation results to differ significantly are as follows:

(a)

(®)

(©)

(@

(¢)

Performance of the education sector focusing on primary and secondary schools as disclosed
in the IMR report set out in Section 7 of this Prospectus;

Socio-economic performance such as gross domestic product, per capita income, household
expenditure and population growth, will ultimately increase the demand for our products and
services; '

Government initiatives as reflected in the Malaysia Education Blueprint 2013-2025, the
Government Transformation Programme Roadmap, the Economic Transformation
Programme, the 10" Malaysia Plan and federal government expenditure on education and
training will spur growth in targeted segments of the educational market as disclosed in the
IMR report set out in Section 7 of this Prospectus;

Growth in reading culture will continue to drive the industry and create business opportunities
for our products and services; and

Our competitive advantages and key strengths will provide a platform for continuing growth
including:

(1) Brand awareness;

(ii) Established track record;

(iii) Extensive distribution network;
@iv) Large customer base;

v) Diversity in product range;

(vi) In-house content development;

(vii) Availability of large range of publications;
(viii)  Economies of scale; and
(ix) Experienced management and editorial personnel.

Details of our competitive advantages are set out in Section 6.1(c) of this Prospectus.
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12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

12.2.10 Significant Factors Materially Affecting Our Group Operations and Financial Results

In addition to the factors and trends set-out in Section 12.2.9 of this Prospectus, some of the following
factors that may have an impact on our operations and financial results are as follows:

@)

(b)

(©

Business Growth and Expansion

Our financial results are dependent on our business growth and expansion mainly from
markets in Malaysia. Our revenue grew from RM47.0 million for the FYE 31 August 2010 to
RM?78.0 million for the FYE 31 August 2013. This represented an average annual growth rate
of 18.4%.

For FPE 28 February 2014, our revenue declined by 12.0% or RM6.0 million, from RM50.0
million in FPE 28 February 2013 to RM44.0 million in FPE 28 February 2014.

Diversity in Product Range

We publish a diverse range of educational materials including printed and online educational
resources, and general title books. This diversity enables us to meet a wide range of
educational needs of our end-users namely students and teachers.

Within printed educational materials, we provide both National School Curriculum based and
supplementary educational materials. Our National School Curriculum based educational
materials for primary and secondary (including post-secondary) schools mainly include
textbooks, revision guides, workbooks, assessment books, model test papers and readers
covering various topics and subjects. Our supplementary educational materials mainly include
a range of children’s books, teaching guides, language guides, glossaries and logbooks.
Children’s books mainly include fiction and informational books such as educational comics,
illustrated storybooks and illustrated reference books.

Our online educational resources include cloud-based teaching and learning content, tools and
platforms.

Apart from educational materials, we also publish a range of general title books by Malaysian
authors.

Our range of applied learning products from LEGO Education, Pitsco and National
Instruments are part of the hands-on learning tools that we provide to students.

Demand for the Educational Publishing Industry

Some of the consideration factors that will have impact on the overall educational publishing
industry are as follows:

- Per capita income: The increase in the affluence of Malaysia, which can be
represented by per capita income, will generally mean greater affordability and higher
consumer spending on print materials in general as well as educational materials;

- Population growth: Growth in Malaysia’s population will provide the impetus for
demand for general publications as well as educational publications;

- Enrolment in schools: Performance in student enrolment in schools will directly
affect the demand for educational materials as students are the main end-users of
these materials;

- Number of schools: An increasing number of schools may generally represent a better

access to formal education, which would in tum improve the enrolment rate of
schools in Malaysia;
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@

(e)

- Number of teachers: As educational materials are used as part of teaching materials
in schools, growth in the number of teachers may also create demand for teaching
and learning materials; and

- Educational indicators: Literacy and student enrolment rates are some of the
indicators of demand for educational materials, which will ultimately affect the
Educational Publishing Industry.

(Source: Independent Assessment of the Educational Publishing Industry Focusing on
National School Curriculum in Malaysia prepared by Vital Factor )

Fluctuations in Price of Paper

Paper is a major raw material used in our business operations. It constitutes the bulk of our
direct operating costs. For the FYE 31 August 2013 and FPE 28 February 2014, paper
materials contributed 43.9% and 42.8% to our total purchases of materials, services and
products respectively.

As paper is a commodity, it is subjected to fluctuations in world paper prices. Paper prices are
affected by various factors, notably, prices of raw materials including virgin pulp and pulp
from used/recycled paper as well as demand and supply conditions. In the event of a sustained
increase in the price of paper, there is a risk that we may be unable to pass the price increase to
our customers, or if we do, we may not be price competitive. Under such scenarios, paper
price increases may adversely affect our financial performance.

We also keep a certain level of inventory of paper for our Group’s needs for up to six (6)
months, especially when paper prices are on the uptrend. In instances of a downtrend in paper
prices, our Group would adopt a prudent approach by restraining from stocking up on our
paper. In the event of a drop in the price of paper, we would be using relatively more
expensive inventory paper compared to publishers that purchase paper on the spot market. If
our competitors drop their publication prices as a result of lower paper costs, we may not be
able to act promptly or, if we drop our publication prices, it may affect our profit margin.
Similarly, in the event price of paper were to increase, we would be using relatively cheaper
inventory paper compared to publishers that purchase paper on the spot market. Nevertheless,
all publishers will be equally affected by fluctuations in the price of paper. As such, it is
unlikely for any one (1) publisher to have a sustained cost advantage over other publishers.

Over the past four (4) FYE 31 August 2010 to 2013 as well as FPE 28 February 2014, we have
not experienced any material impact on our profitability arising from fluctuations in paper
prices. This is substantiated by our continued growth and positive PBT of RM8.2 million,
RM12.9 million, RM14.9 million and RM17.7 million for FYE 31 August 2010, 2011, 2012
and 2013 respectively, as well as positive PBT of RM10.9 million for FPE 28 February 2014.
However, there is no assurance that our operating results may not be affected by fluctuations
in paper prices in the future.

Abolishment of National Examinations

In Malaysia, the majority of educational materials are examination oriented, targeted at
students preparing to undertake national examinations such as Primary School Achievement
Test (UPSR - Ujian Pencapaian Sekolah Rendah), Lower Secondary Assessment (PMR -
Penilaian Menengah Rendah) and the Malaysian Certificate of Education (SPM - Sijil
Pelajaran Malaysia). As of January 2014, the PMR examination has been abolished with 2013
being the last year of centralised examinations for Form 3 students. As such, publishers may
face lower demand for educational materials for PMR.
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M

Based on the circular by the Ministry of Education on 31 March 2014, PMR will be replaced
by Form 3 Assessment {(PT3 — Pentaksiran Tingkatan 3) whereby the results of the PT3 will be
used as a basis for admission of students into certain types of schools and streaming of
students for upper secondary levels of education.

(Source: Independent Assessment of the Educational Publishing Industry Focusing on
National School Curriculum in Malaysia prepared by Vital Factor)

In the same announcement by the Ministry of Education, the Document of Performance
Standard (DSP — Dokumen Standard Prestasi), which are guidelines used by teachers to assess
and report on students’ achievements, has been simplified into a Student Learning Progress
Guide (PPPM — Panduan Perkembangan Pembelajaran Murid). This guideline will form part
of the School-Based Assessment (PBS) that will be effective for students in Year 1, 2 and 3
under primary levels of education and Form 1, 2 and 3 under lower secondary levels of
education for the academic year of 2014.

In April 2014, our Group has published a new series of PBS educational materials based on
PPPM. Also, in June 2014, our Group has launched new series of model test papers based on
the PT3 format for lower secondary levels of education. In addition, our Group is also in the
midst of publishing new series of assessment books and revision guides based on the PT3
format. Our educational materials which were originally published under our PMR series
remain relevant as general revision materials for teachers and students alike.

Nonetheless, there can be no assurance that the abolishment of national examinations will not
have a material adverse impact on our business performance.

Changes in National Curriculum and Educational Policies

We are principally a publisher of educational materials focusing on primary and secondary
school education based on the Malaysian National School Curriculum. In the event of a change
in curriculum or educational policies such as medium of instruction, publishing business like ours
may not be able to react quickly to such changes.

However, changes to the Malaysian National School Curriculum are announced ahead of time,
and this would usually allow sufficient time for our Group to realign our business activities.
An example of such changes is the reversion of Mathematics and Science to be taught in Bahasa
Malaysia instead of English, and the introduction of KSSM to replace KBSM in 2017.

A change in curriculum is generally positive for publishers, as it would encourage end-users to
buy new educational materials when the older publications are made obsolete by the new
curriculum. An example is the new KSSR curriculum incorporating school based assessment and
national examination namely UPSR. This curriculum change may stimulate demand for additional
purchases of educational materials, such as revision materials, during the academic year.

Publishers with a ready pool of experienced writers and editors with the appropriate subject matter
and language skills would be in a better position to quickly adapt to changes in curriculum to
minimise any adverse impact, and at the same time benefit from first-mover advantage or fast-to-
market.

(Source: Independent Assessment of the Educational Publishing Industry Focusing on
National School Curriculum in Malaysia prepared by Vital Factor).
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®

Our Group has an experienced management and editorial team with the capabilities to develop
National School Curriculum based and supplementary educational materials in a timely
manner to meet any new National School Curriculum requirements and educational policies.
Our Group has published various National School Curriculum based educational materials,
including textbooks, in Bahasa Malaysia and English for primary and secondary levels of
education as well as some in Chinese for national-type schools (Chinese). With these
capabilities, we are able to react quickly to changes in national curriculum and educational
policies. Please refer to Section 6.1(c) of this Prospectus for further details of our Group’s
competitive advantages and key strengths.

However, there can be no assurance that changes in curriculum and educational policies may
not have material adverse impact on our business in the future.

Growing Trend towards Online Publishing

Under the Household Use of the Internet Survey 2011 conducted by the Malaysian
Communications and Multimedia Commission (MCMC), it was estimated that 63.5% of
households used the internet for educational purposes as compared to 46.0% in 2009. With the
aim of improving the quality of learning across Malaysia, the Malaysian Government has
commenced the implementation of 1BestariNet, which provides high speed internet access and
virtual learning environment for 10,000 schools nationwide. The increased usage of online
learning materials may threaten and reduce the usage of print educational materials, hence
posing a risk to the industry.

In line with the growing trend of learning via online medium, educational publishers that are
involved in print publication should consider diversifying into or strengthening their online
publishing as a complementary business activity. There are synergies between print and online
publishing as the same content and material can be used for both medium of publishing. In
addition, digital publications including online publications can be more engaging and
interactive, which could be useful for publishers to create brand loyalty among consumers.

(Source: Independent Assessment of the Educational Publishing Industry Focusing on
National School Curriculum in Malaysia prepared by Vital Factor)

For the FYE 31 August 2013 and FPE 28 February 2014, print publishing of educational
materials accounted for 82.6% and 92.9% of our total revenue respectively. As such, a
growing trend towards online publishing may affect our business.

To keep up with the developments towards on-line learning, our Group has embarked on
online publishing since 2011. Our online educational resources include cloud-based teaching
and learning content, tools and platforms. Our online publishing revenue has increased by
866.7% from approximately RM0.6 million in FYE 31 August 2011 to approximately RM5.8
million in FYE 31 August 2013. For FPE 28 February 2014, we have recorded online
publishing revenue of approximately RMS83,000 (after netting off sales returns of
approximately RM0.6 million mainly due to sales returns for our iPBS online educational
products). In line with our emphasis on growing the online publishing, we will continue to
develop and introduce new online educational resources in the future. This is expected to grow
in the coming years, while our print publishing operations will continue to meet the existing
demands in the market.

In recognition of our online educational resources, we had, on 2 April 2013, successfully
secured an MOU with YGMB to offer and support an online tutorial programme with self-
assessment for 20,000 candidates of UPSR and SPM for 2013 in selected schools in Perak
Darul Ridzuan. This was undertaken under i-TR1M (Interaktif Tuisyen Rakyat 1Malaysia), a
government education initiative. This involved the supply and implementation of our online
educational resources, namely i-Learn. Under the said MOU, our Group had billed YGMB on
a quarterly basis based on a fixed schedule. The MOU was valid until end of 2013.
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L)

M

®

Nevertheless, despite our online efforts, there can be no assurance that the growing trends
towards online publishing will not materially impact on our business.

Industry Outlook
The outlook of the Educational Publishing Industry is dependent on the following factors:

- Performance of the education sector focusing on primary and secondary schools;
- Government initiatives;

- Population, income and expenditure; and

- Economic conditions.

Please refer to Sections 6.18.2 and 7 of this Prospectus for further details on the industry
outlook.

Competition

We face competition from existing competitors as well as potential new entrants in the
educational publishing industry.

The barriers to entry into the educational publishing industry are relatively low based on
capital requirements as most functions within the process of transforming a manuscript into
the end-product may be outsourced to third parties.

The entry cost for online publishing is even lower as there are no printing costs involved
compared to print publishing. In addition, distribution costs for online publishing are minimal as it
is made available through the internet. As such, competition within the educational publishing
industry may increase.

_However, while set-up costs may be low, operating costs are considerably higher. This is due

to the need to pay professional staff as well as to extend credit terms to resellers and retailers.
In addition, there is a long lead time between obtaining manuscripts and transforming them
into final products suitable for sales to consumers. All these factors would pose barriers to
entry for new entrants. Furthermore, a more established publisher with a strong brand name, a
wide distribution network whilst enjoying economies of scale, would be in a stronger position
to compete in the market.

(Source: Independent Assessment of the Educational Publishing Industry Focusing on
National School Curriculum in Malaysia prepared by Vital Factor)

We leverage on our competitive strengths such as our established track record, brand
awareness, extensive distribution network, large customer base, diversity in product range, in-
house content development, availability of large range of publications, economies of scale as
well as our experienced management and editorial personnel as set out in Section 6.1(c) of this
Prospectus. While we continuously strive to maintain and adopt appropriate strategies to
remain competitive, there can be no assurance that a change in the competitive environment
would not have a material adverse impact on our business and financial performance.

Impact of Inflation
For FYE 31 August 2010 to 2013 and FPE 28 February 2014, our Group’s financial

performance was not materially affected by the impact of inflation. Nevertheless, there can be
no assurance that future inflation would not have an impact on our business and performance.

270



Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

k)

@

(m)

Impact of Interest Rates

For FYE 31 August 2010 to 2013 and FPE 28 February 2014, finance costs incurred on
interest bearing bank borrowings were relatively low and our results were not adversely
affected by interest rate fluctuations. This is substantiated by the fact that our Group’s pro
forma gearing ratio after Incorporation of Subsidiaries, Dividend Payment and Acquisitions
but before our IPO and utilisation of proceeds stood at 0.15 times as at FPE 28 February 2014.
Notwithstanding the above, any interest rate hike will affect businesses and hence, we will
monitor and plan for alternative financing options should the need arise.

Government/ Economic/ Fiscal/ Monetary Policies

Risks relating to Government, economic, fiscal or monetary policies, which may materially
affect our operations, are set out in Section 4 of this Prospectus. To the best of our knowledge,
save for the risks disclosed in Section 4 of this Prospectus, there are no Government,
economic, fiscal or monetary policies or factors that may have a material impact on our
profitability and financial position.

Foreign Exchange Fluctuations

For FYE 31 August 2013 and FPE 28 February 2014, 5.5% and 9.3% of our purchases of
materials, services and products were transacted in USD respectively. In addition, 0.5% of our
revenue for FYE 31 August 2013 was transacted in USD and Brunei Dollar. There was no
revenue transacted in USD for FPE 28 February 2014, whilst we have recorded minimal
negative revenue in Brunei Dollar in the financial period under review as a result of sales
returns from the Brunei market. Due to the transactions in foreign currencies being not
material, fluctuations in foreign exchange rates will not have a material impact on our
purchases as well as revenue. For FYE 31 August 2013 and FPE 28 February 2014, we did not
experience any material losses arising from foreign exchange transactions. As at LPD, we do
not have any hedging policy in relation to foreign exchange exposure and our payment method
is mainly dependent on the prevailing foreign exchange rates.

Nevertheless, we will continue to monitor our foreign currency exposure and take necessary
steps to minimise exchange rate exposure whenever deemed appropriate.

12.2.11 Liquidity and capital resources

@

Working capital

Our business has been financed via a combination of internal and external sources of funds.
The internal sources comprises our shareholders’ equity and cash generated from our
operations while the external sources are the various credit facilities extended to us by
financial institutions.

Our principal utilisations of funds have been used for our business growth and operations. As
at 28 February 2014, we had bank deposits and cash and bank balances of RM17.7 million and
borrowings of RM9.2 million, before taking into consideration the Dividend Payment and
proceeds to be raised from the Public Issue. After taking into consideration the Dividend
Payment, proceeds to be raised from the Public Issue and utilisation of proceeds, we have
bank deposits and cash and bank balances of RM24.5 million while our borrowings remain at
RMS9.2 million. Further details of our Group’s bank deposits and cash and bank balances, and
borrowings are disclosed in Sections 11.2 and 12.2.11(ii) and (iii) of this Prospectus.

Further, as at 28 February 2014, we had banking facilities available to our Group amounting
to RM13.0 million, of which approximately RM4.0 million has yet to be utilised.
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(i)

Our Directors are of the opinion that, after taking into consideration the cash and bank
balances, the expected funds to be generated from operating activities, amounts available
under our existing banking facilities, new banking facilities which may be granted to our
Group and the proceeds expected to be raised from the Public Issue, our Group will have
adequate working capital to meet our present and foreseeable requirements for a period of 12
months from the date of this Prospectus.

Cash flows

The following is a summary of our Group’s pro forma cash flow for FPE 28 February 2014
based on the pro forma consolidated statement of cash flows (prior to the Dividend Payment,
IPO and utilisation of proceeds) and should be read in conjunction with the Independent
Reporting Accountant’s Report On The Compilation Of Pro Forma Financial Information
Included In A Prospectus as set out in Section 11.4 of this Prospectus.

Audited
<-- FPE 28 February 2014->
RM'000
Net cash generated from operating activities 3,156
Net cash used in investing activities (6,153)
Net cash generated from financing activities 584
Net decrease in cash and cash equivalents (2,413)
Cash and cash equivalents at beginning of financial period 12,044
Cash and cash equivalents at end of financial period* 9,631
Note:
* Components of cash and cash equivalents:
As at 28 February 2014
RM'000
Deposits placed with a licensed bank 39
Cash and bank balances 17,641
Bank overdrafi (8,049)
9,631

Our Directors are of the opinion that there is no economic restriction on the ability of our
subsidiaries to transfer funds to our Company in the form of cash dividends, loans or advances
and are therefore confident that we can meet our cash obligations.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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The following is a summary of Sasbadi Group’s (i.e. Sasbadi and its subsidiaries) cash flows
for FYE 31 August 2010 to 2013 and FPE 28 February 2014 (Note: Please refer to Section
6.2.4 of the Accountants’ Report set out in Section 13 of this Prospectus for further details on
the cash flows):

< Audited >
< ---meceeeee——— FYE 31 August --—-------—--- —>  FPE 28 February
2010 2011 2012 2013 2014
RM'066 RM'000 RM'0060 RM'000 RM'000
Net cash generated from 10,944 13,708 3,199 17,144 3,156
operating activities
Net cash used in (593) (2,087) (433) (1,217) (6,153)
investing activities
Net cash (used (12,693) (12,114) (1,843)  (16,417) 584
in)/generated from
financing activities
Net (decrease)/ increase (2,342) (493) 923 (490) (2,413)
in cash and cash
equivalents
Cash and cash 14,446 12,104 11,611 12,534 12,044
equivalents at beginning
of financial year/period
Cash and cash 12,104 11,611 12,534 12,044 9,631
equivalents at end of
financial year/period

Brief commentaries on Sasbadi Group's cash flows for FYE 31 August 2010 to 2013 and FPE
28 February 2014 are as follows:

FYE 31 August 2010
Net cash generated from operating activities

For FYE 31 August 2010, we generated operating cash flows before working capital changes
amounting to RM9.3 million. After adjusting for net inflow of RM2.2 million from working
capital changes, income tax paid of RM0.7 million, interest paid of approximately RM40,000
and interest received of RMO0.2 million, we generated net cash from operating activities of
RM10.9 million. Working capital changes arose from increase in inventories of RM3.7
million, decrease in trade and other receivables, and other assets of RM8.5 million and
decrease in trade and other payables of RM2.6 million.

Net cash ased in investing activities

For FYE 31 August 2010, the net cash used in our investing activities amounted to RMO0.6
million. This was attributed to the purchase of property, plant and equipment amounting to
RMO0.6 million and acquisition of Malaysian Book Promotions, net of cash and cash
equivalents acquired of approximately RM21,000 partially offset by proceeds from disposal of
property, plant and equipment amounting to approximately RM32,000.

Net cash used in financing activities
For FYE 31 August 2010, the net cash used in financing activities amounted to RM12.7

million. During the financial year, we repaid bank borrowings of RM1.1 million, interest of
approximately RMO0.1 million and dividends in specie of RM11.5 million.
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FYE 31 August 2011
Net cash generated from operating activities

For FYE 31 August 2011, we generated operating cash flows before working capital changes
amounting to RM14.0 million. After adjusting for net inflow of RM1.8 million from working
capital changes, income tax paid of RM2.4 million, interest paid of approximately RM12,000
and interest received of RM0.2 million, we generated net cash from operating activities of
RM13.7 million. Working capital changes arose from increase in inventories of RM3.9
million, decrease in trade and other receivables, and other assets of RM1.9 million and
increase in trade and other payables of RM3.8 million.

Net cash used in investing activities

For FYE 31 August 2011, the net cash used in our investing activities amounted to RM2.1
million. This was attributed to the purchase of property, plant and equipment amounting to
RM2.2 million (mainly for the purchase of motor vehicles), partially offset by proceeds from
disposal of property, plant and equipment amounting to RM0.1 million.

Net cash used in financing activities

For FYE 31 August 2011, the net cash used in financing activities amounted to RM12.1
million. During the financial year, we paid bank borrowings of RMJ0.3 million, interest of
approximately RM21,000 and dividends in specie of RM12.2 million. Our Group also
generated proceeds from issuance of shares amounting to RM0.4 million.

FYE 31 August 2012
Net cash generated from operating activities

For FYE 31 August 2012, we generated operating cash flows before working capital changes
amounting to RM15.9 million. After adjusting for net outflow of RM9.2 million from working
capital changes, income tax paid of RM3.6 million, interest paid of approximately RM 10,000
and interest received of RMO.1 million, we generated net cash from operating activities of
RM3.2 million. Working capital changes arose from increase in inventories of RM3.8 million,
increase in trade and other receivables, and other assets of RM1.9 million and decrease in
trade and other payables of RM3.5 million.

For FYE 31 August 2012, the net cash generated from operating activities of RM3.2 million is
lower than that of FYE 31 August 2011 of RM13.7 million mainly due to the following:

. Cash used arising from increase in trade and other receivables, and other assets of
RM1.9 million in FYE 31 August 2012, mainly due to prepayments of royalties to
YGMB for the reprinting, distribution, marketing and sales of past year examination
papers, as compared to cash generated from decrease in trade and other receivables,
and other assets of RM1.9 million in FYE 31 August 2011; and

. Cash used arising from decrease in trade and other payables of RM3.5 million in
FYE 31 August 2012, mainly due to the decrease in trade payables as a result of less
purchases of paper made during the end of FYE 31 August 2012 vis-a-vis the end of
FYE 31 August 2011, as compared to cash generated arising from increase in trade
and other payables of RM3.8 million in FYE 31 August 2011.
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Net cash used in investing activities

For FYE 31 August 2012, the net cash used in our investing activities amounted to RM0.4
million. This was attributed to the purchase of property, plant and equipment amounting to
RM1.0 million, partially offset by proceeds from disposal of property, plant and equipment
amounting to RM0.6 million.

Net cash used in financing activities

For FYE 31 August 2012, the net cash used in financing activities amounted to RM1.8
million. During the financial year, we paid bank borrowings of RM0.3 million, interest of
approximately RM22.000 and dividends in specie of RM1.6 million.

FYE 31 August 2013
Net cash generated from operating activities

For FYE 31 August 2013, we generated operating cash flows before working capital changes
amounting to RM21.2 million. After adjusting for net outflow of RM6,000 from working
capital changes, income tax paid of RM4.2 million, interest paid of approximately RM10,000
and interest received of approximately RMO0.2 million, we generated net cash from operating
activities of RM17.1 million. Working capital changes arose from decrease in inventories of
RM&6.5 million, increase in trade and other receivables, and other assets of RM7.1 million and
increase in trade and other payables of RM0.6 million.

For FYE 31 August 2013, the net cash generated from operating activities of RM17.1 million
is higher than that of FYE 31 August 2012 of RM3.2 million mainly due to the following:

- Higher PBT generated in FYE 31 August 2013 at RM18.5 million as compared to
FYE 31 August 2012 at RM14.9 million;

- Cash generated arising from decrease in inventories of RM6.5 million in FYE 31
August 2013 as compared to cash used arising from increase in inventories of RM3.8
million in FYE 31 August 2012;

- Cash generated arising from increase in trade and other payables of RM0.6 million in
FYE 31 August 2013 as compared to cash used arising from decrease in trade and
other payables of RM3.5 million in FYE 31 August 2012.

This was partly offset by the increase in cash used arising from increase in trade and other
receivables and other assets from RM1.9 million in FYE 31 August 2012 to RM7.1 million in
FYE 31 August 2013.

Net cash used in investing activities

For FYE 31 August 2013, the net cash used in our investing activities amounted to RM1.2
million. This was attributed to the purchase of property, plant and equipment amounting to
RM1.3 million, partially offset by proceeds from disposal of property, plant and equipment
amounting to RMO0.1 million.

Net cash used in financing activities

For FYE 31 August 2013, the net cash used in financing activities amounted to RM16.4

million. During the financial year, we repaid finance lease liabilities of RMO0.3 million,
interest of approximately RM26,000 and cash dividends of RM16.1 million.
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(iii)

FPE 28 February 2014
Net cash generated from operating activities

For FPE 28 February 2014, we generated operating cash flows before working capital changes
amounting to RM15.5 million. After adjusting for net outflow of RM10.4 million from
working capital changes, income tax paid of RM1.9 million, interest paid of approximately
RMQO.1 million and interest received of approximately RM55,000, we generated net cash from
operating activitics of RM3.2 million. Working capital changes arose from increase in
inventories of RM0.9 million, increase in trade and other receivables, and other assets of
RM14.5 million and increase in trade and other payables of RM5.0 million.

Net cash used in investing activities

For FPE 28 February 2014, the net cash used in our investing activities amounted to RM6.2
million. This was attributed to the purchase of property, plant and equipment amounting to
RMO.7 million and purchase of the publishing rights and production files for a list of titles
from Pearson Malaysia for RMS5.5 million.

Net cash generated from financing activities

For FPE 28 February 2014, the net cash generated from financing activities amounted to
RMO.6 million. This was attributed to proceeds obtained from banking facilities of RM0.7
million and repayment of banking facilities of RM0.1 million and interest payment of
approximately RM13,000.

Borrowings
As at 28 February 2014, our Group had a total outstanding bank borrowings of RM9.2 million,

all of which are interest-bearing, secured and denominated in RM. The details of the total
outstanding bank borrowings as at 28 February 2014 are set out below:

< Audited >
Kemmmememmemeeem—— As at 28 February 2014 >
Payable within Payable after
Note  Twelve (12) Months Twelve (12) Months Total
RM’000 RM’000 RM’000
Finance lease liabilities @) 165 247 412
Bank overdraft 8,049 - 8,049
Bankers’ acceptances 730 - 730
Total 8.944 247 9,191
Gearing* 0.15
Notes:
(i) Finance lease liabilities were for the hire purchase of motor vehicles.
*

Calculated based on pro forma shareholders’ funds after Incorporation of Subsidiaries, Dividend Payment
and Acquisitions but before our IPO and utilisation of proceeds.

As at 28 February 2014, our interest bearing borrowings amounted to RM9.2 million, of
which RM0.4 million were obtained for our hire purchase of motor vehicles and RM8.8
million were obtained for working capital purposes. The repayment of the hire purchase will
be in accordance with the repayment terms in the hire purchase agreements using our
internally generated funds. As at 28 February 2014, the effective interest rate for our bank
borrowings ranged from 4.4% to 8.1%.

The details of the finance lease liabilities as at 28 February 2014 are as follows:
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Gv)

Type of Financial Interest Balance as at 28
Instruments Tenure Rates February 2014
RM’000
Finance lease - 36 months installment commencing 1 4.81% 16
liabilities July 2011

- 36 months installment commencing 11 5.58% 50

September 2011
- 60 months installment commencing 24 4.43% 346

September 2012
412

As at LPD, our Group does not have any non-interest bearing borrowings or foreign
borrowings. We have not defaulted on any payment of either principal sum and/or interest in
relation to our borrowings during FYE 31 August 2010 to 2013 as well as FPE 28 February
2014 and up to LPD.

As at LPD, neither our Company nor any of our subsidiary companies is in breach of any
terms and conditions or covenants associated with the credit arrangement or bank borrowings
which can materially affect our financial position and results or business operations or the
investments by holders of our securities.

Currently, our Group does not have any interest rate hedging policy. We will endeavour to
manage our interest rate risk by maintaining a mix of fixed and floating rate borrowings where
necessary. We will monitor the movement in interest rates and will take the necessary steps to
minimise interest rate risk when appropriate, such as implementing a hedging policy.
However, no assurance can be given that any future significant movements in interest rates
would not have a material adverse impact on our business, operating results and financial
position.

Treasury policies and objectives

Our Group has been funding our operations through shareholders’ equity, cash generated from
our operations and external sources of funds. Our external sources of funds consist of credit
terms granted by our suppliers and borrowings from financial institutions. The goal of our
funding policy is to obtain the most suitable type of financing and favourable cost of funding.
The goal of our treasury policy is to maintain sufficient working capital to finance our
operations, coupled with maintaining adequate credit facilities to meet projected commitments
arising from our operational expenditure and financial liabilities.

The normal credit terms granted to our Group by our suppliers range from 30 days to 90 days
due to the good relationship which we have established with our suppliers. Our Group's
borrowings from financial institutions are finance lease liabilities for our purchases of motor
vehicles, and bankers’ acceptance and bank overdraft for working capital purposes. In
addition, our Group has in place banking facilities amounting to RM13.0 million as at LPD, of
which approximately RM8.0 million and RM0.2 million in the form of bank overdraft and
bank guarantees respectively, have been utilised by our Group. Please refer to Section
12.2.11(viii) of this Prospectus for further details on our Group’s bank guarantees.

The decision to either utilise internally generated funds or banking facilities to finance our
operations depends on, inter alia, our cash reserve, expected cash inflows or receipts from
customers, future working capital requirements, future capital expenditure requirements and
the prevailing interest rates of the banking facilities.

Our minimum cash reserves at any point in time is dependent on, inter alia, the expected cash

inflows or receipts from customers, liquidity of our short term placement of funds and our
future working capital requirements.
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V) Financial instruments for hedging purposes
For FYE 31 August 2013 and FPE 28 February 2014, 5.5% and 9.3% of our purchases of
materials, services and products were transacted in USD. In addition, 0.5% of our revenue for
FYE 31 August 2013 was transacted in USD and Brunei Dollar. There was no revenue
transacted in USD for FPE 28 February 2014, whilst we have recorded minimal negative
revenue in Brunei Dollar in the financial period under review as a result of the sales returns
from the Brunei market. Due to the transactions in foreign currencies being not material,
fluctuations in foreign exchange rates will not have a material impact on our purchases as well
as revenue.
In this regard, as at LPD, our Group does not hold any financial instruments for hedging
purposes.
(vi) Capital expenditure and divestment
Our Group’s material capital expenditure for the past four (4) FYE 31 August 2010 to 2013,
FPE 28 February 2014 and up to LPD was as follows:
< Audited > Unaudited
FYE 31 August* FPE 28 February* Upto
Investments 2010 2011 2012 2013 2014 LPD*
RMW’000  RM’000 RM’000 RM’000 RM’000 RM’000
Motor vehicles 259 2,329 1,309 1,116 463 365
Office equipment, furniture 102 213 42 65 170 4
and fittings
Computers 235 174 135 167 20 3
Renovation 8 - - - - -
604 2,716 1,486 1,348 653 372
Note:
* The value of capital expenditure in the table above is presented based on the costs incurred.

Our material capital expenditure during FYE 31 August 2010 to 2013, FPE 28 February 2014
and up to LPD comprised capital expenditure on motor vehicles, office equipment, furniture
and fittings, computers and renovation.

Our Group’s material divestments for the past four (4) FYE 31 August 2010 to 2013, FPE 28
February 2014 and up to LPD were as follows:

< Audited > Unaudited
FYE 31 August’ FPE 28 February® Up to
Divestments 2010 2011 2012 2013 2014 LPD*
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Motor vehicles * 57 25 * - -
Notes:
# The value of the capital divestments in the table above is presented based on the net book value of the
assets at the point of divestments.
* The net book value of these divestments are nil.

As at LPD, our Group does not have any material capital expenditures or divestments that are
currently in progress.
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(vii)

(viii)

(ix)

x)

Material capital commitments

As at LPD, save as disclosed in Section 3.6 of this Prospectus, our Board is not aware of any
material capital commitments incurred or known to be incurred by our Group that has not
been provided for, which upon becoming enforceable, may have a material impact on our
financial results / position.

Material Contingent Liabilities
Save as disclosed below, as at LPD, our Board is not aware of any material contingent

liabilities, which in the opinion of our Board, will or may substantially affect our financial
results or position upon becoming enforceable:

Notes RM’000
Bank guarantees obtained by Sasbadi to Ministry of Education (a) 229®
Notes:
(a) As part of the agreements with the Ministry of Education, Sasbadi has issued performance bond in the

form of bank guarantees to the Ministry of Education for the service provided for the supply of text books
and applied learning products.

(b) The performance bond issued by Sasbadi in the form of bank guarantees to the Ministry of Education for
applied learning products amounting to approximately RM59,000 has expired in April 2014. As at LPD,
our Group is in the midst of seeking to discharge the said bank guarantees.

Material litigation, claims or arbitration

As at LPD, neither our Company nor our Group is engaged in any material litigation, claims
or arbitration either as plaintiff or defendant, which has a material effect on the financial
position of our Company or our Group. Our Board has no knowledge of any proceedings
pending or threatened, or of any facts likely to give rise to any proceedings, which might
materially and adversely affect the business or financial position of our Company or our
Group.

Key financial ratios
Trade Receivables

A summary of our Group’s trade receivables for the four (4) FYE 31 August 2010 to 2013 and
FPE 28 February 2014 is set out below:

< Audited >

S FYE 31 August ---=-eeveeeeeea> FPE 28 February
2010 2011 2012 2013 2014
RM’000 RM’000 RM’000 RM’000 RM’000
Trade receivables 10,556 12,218 12,463 19,141 34,049
Revenue 47,012 59,961 64,821 77,964 43,992
Trade receivables turnover 82 74 70 90 140

period (days)

279




Company No. 1022660-T

12. MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION, RESULTS
OF OPERATIONS AND PROSPECTS (Cont’d)

The normal credit period generally granted to our customers is between 60 days and 90 days.
Our credit terms to customers are assessed and approved on a case-by-case basis taking into
consideration various factors such as relationship with customers, customers’ payment history
and credit worthiness while new customers are subject to our credit verification process. Qur
trade receivables turnover period for the past four (4) FYE 31 August 2010 to 2013 is within
our Group’s credit period granted to our customers. Nevertheless, our trade receivables
turnover period increased from 70 days in FYE 31 August 2012 to 90 days in FYE 31 August
2013. The increase was largely contributed by slower payment for iPBS, which was a new
product launched in the later part of FYE 31 August 2013.

For the FPE 28 February 2014, our trade receivables turnover period was 140 days. The
increase was mainly attributed to the higher sales during the peak sales period of December
and January. In addition, our revenue for the FPE 28 February 2014 of approximately RM44.0
million is net of provision for sales returns of approximately RM6.7 million. For comparison,
the provision for sales returns was RM 1.5 million for FYE 31 August 2013.

As at 28 February 2014, the net trade receivables of our Group amounted to approximately
RM34.0 million which can be analysed as follows:

<-----Within Credit Period (days) ----> <----Exceeding Credit Period (days) ---->
0-30 31-60 6190 91-120 Over 120 Total

Trade receivables

(RM’000) 8,297 9,449 11,160 1,731 3,836 34,473
Less: Allowance for

impairment

(RM’000) - - - - (424) (424)

Net trade receivables
(RM’000) 8,297 9,449 11,160 1,731 3,412 34,049

Percentage of total net
trade receivables (%) 244 27.8 32.8 5.1 10.0 100.0"

Subsequent

collections/credit

notes up to LPD

(RM’000) (1,921) (3,277) (8,724) (1,327) 542y (17,792

Net trade receivables

net of subsequent

collections/credit notes

(RM’000) 6,376 4,172 2,436 404 2,870 16,257~

Percentage of net

trade receivables net

of subsequent

collections/credit

notes to total net

trade receivables (%) 18.7 12.3 7.2 1.2 8.4 477"

Revenue (RM’000) 43,992

Percentagc of net

trade receivables net

of subsequent

collections/credit

notes to revenue (%) 14.5 9.5 5.5 0.9 6.5 37.0n

Note:

~ Total does not add-up due to rounding.
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Up to LPD, of the net trade receivables outstanding as at 28 February 2014 of RM34.0
million, RM12.9 million has been collected while credit notes totalling RM4.9 million have
been issued mainly for early payments, incentive discounts and stock returns, of which RM3.2
million was in relation to stock returns. In this regard, the value of net trade receivables as at
28 February 2014 that are still outstanding as at LPD was approximately RM16.3 million, Qur
Directors are of the opinion that the remaining trade receivables of RM16.3 million are
recoverable after taking into consideration the long term relationship between most of these
customers and our Group, and various credit control measures being implemented by us to
minimise customer default.

Trade Payables

A summary of our Group’s trade payables for the four (4) FYE 31 August 2010 to 2013 and
FPE 28 February 2014 is set out below:

< Audited >

< mmmmmmmmmmmane FYE 31 August ----------=---- >  FPE 28 February

20190 2011 2012 2013 2014

RM’000 RM’000 RM’000 RM’000 RM’000

Trade payables 2,303 4,948 1,981 2,009 4,976

Cost of sales 28,460 35,143 37,916 45,831 22,343

Trade payables turnover 30 51 19 16 40
period (days)

The normal credit period granted to our Group by our suppliers ranges from 30 days to 90
days.

For the FYE 31 August 2010 and 2011, our trade payables turnover periods were
approximately 30 days and 51 days, which were within the credit periods that were granted to
us. Our Group normally proceeds with payment approximately 30 days after the date of
invoice for purchases of main materials, specifically paper materials.

As for the FYE 31 August 2012 and 2013, our trade payables turnover periods were 19 days
and 16 days respectively as a result of our prompt payment practice in order to secure timely
and consistent supply of materials as well as maintaining good relationships with our
suppliers. In addition, there were less purchases of paper made during the end of FYE 31
August 2012 and 2013.

For the FPE 28 February 2014, our trade payables turnover period was 40 days, which was
within the normal credit period granted to us. The increase was mainly attributed to higher
purchases of materials and services to cater for the expected high demand for our products in
the first half of calendar year of 2014.
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As at 28 February 2014, the trade payables of our Group amounted to approximately RM5.0
million which can be analysed as follows:

<-Within Credit Period (days)-> <-Exceeding Credit Period (days) ->
0-30 31-60 6190 91-120 Over 120 Total
Trade payables 1,280 2,563 1,053 37 41 4,976"
(RM’000)
Percentage of total 25.7 51.5 21.2 0.7 0.8 100.07
trade payables (%)
Subsequent payments (858) (1,324) (821) 4) # (3,007)
up to LPD (RM’000)
Trade payables net of 422 1,239 232 33 41 1,969"
subsequent payments
(RM’000)
Percentage of trade 8.5 249 4.7 0.7 0.8 39.6
payables net of
subsequent payments
to total trade payables
(%)
Notes:
" Total does not add-up due to rounding.
# Insignificant amount.

Up to LPD, a total of RM3.0 million of the trade payables outstanding as at 28 February 2014
has been paid, which represents 60.4% of the trade payables outstanding on that date. The
amount of trade payables as at 28 February 2014 that are still outstanding as at LPD was
approximately RM2.0 million.

Inventory

A summary of our Group’s inventory for the four (4) FYE 31 August 2010 to 2013 and FPE
28 February 2014 is set out below:

< Audited >

< e FYE 31 August --—--------—- >  FPE 28 February

2010 2011 2012 2013 2014

RM’000  RM’000 RM’000 RM’000 RM’000

Inventory 13,722 17,663 21,492 15,033 15,952

Cost of sales 28,460 35,143 37,916 45,831 22,343
Inventory turnover period

(days) 176 183 207 120 129
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Our Group’s inventory turnover period was on an increasing trend over the three (3) financial
years between FYE 31 August 2010 and 2012. For the FYE 31 August 2011, the main factors
for the increase were due to introduction of our new series of revision guides and workbooks
as well as our new online products where we had made an initial bulk purchase of printed
access code cards from our technology partner. Each of these cards contains a unique access
code for subscribers to gain access to our online educational resources. For the FYE 31
August 2012, our stocks for paper increased by RM2.7 million or 82.7% compared to FYE 31
August 2011. However, in FYE 31 August 2013, our inventory turnover period decreased to
120 days. This was mainly due to a decrease in our stocks for paper by RM3.7 million or
61.0%, workbooks and revision guides by RM1.7 million or 27.8% as compared to FYE 31
August 2012 as well as write down of RM1.2 million of inventory for our past year
examination papers for 2010, 2011 and 2012.

For the FPE 28 February 2014, our inventory turnover period was approximately 129 days,
which was mainly attributed to an increase in inventory of our workbooks and revision guides.
The inventory of the said products increased from RM6.7 million as at FYE 31 August 2013
to RM8.3 million as at FPE 28 February 2014, which was to cater for the expected demand in
the first half of calendar year of 2014. However, our stock for paper declined from RM2.4
million as at FYE 31 August 2013 to RM1.8 million as at FPE 28 February 2014.

12.2.12 Trend Analysis

As at LPD, save as disclosed in this Prospectus and to the best of our Board’s knowledge and belief,
our operations have not been and are not expected to be affected by any of the following:

®

(i)

(iii)

(iv)

™

i)

known trends, demands, commitments, events or uncertainties that have had or that we
reasonably expect to have, a material favourable or unfavourable impact on our financial
performance, position and operations other than those discussed in this Section and Sections 3,
4 and 6 of this Prospectus;

material commitment for capital expenditure, other than as set out in Section 12.2.11 (vii) of
this Prospectus;

unusual, infrequent events or transactions or any significant economic changes that have
materially affected the financial performance, position and operations of our Group, save as
disclosed in this Section and in Section 4 of this Prospectus;

known trends, demands, commitments, events or uncertainties that had resulted in a material
impact on our revenue and/or profits save for those that have been disclosed in this Section,
industry overview as set out in Section 7 of this Prospectus and future plans and strategies as
set out in Section 6.18.1 of this Prospectus;

known trends, demands, commitments, events or uncertainties that are reasonably likely to
make our Group’s historical financial statements not indicative of the future financial
performance and position other than those disclosed in this Section and in Section 4 of this
Prospectus; and

known trends, demands, commitments, events or uncertainties that have had or that we
reasonably expect to have, a material favourable or unfavourable impact on our Group’s
liquidity and capital resources, other than those discussed in this Section and in Section 4 of
this Prospectus.
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12.3 Order book
Order book is not relevant to our business operations as we do not receive long-term orders from our
customers. Our business is commonly based on confirmed purchase orders from our customers.

12.4 Dividend Policy

Upon Listing, our Board intends to adopt the policy of recommending up to fifty percent (50%) of the
profit attributable to the owners of our Company in each financial year to be distributed as dividends to
allow our shareholders to participate in the profits of our Group. However, our ability to declare
dividends or make other distributions to our shareholders in the future years is subject to various
factors such as having profits and excess funds which are not required to be retained to fund our
business.

Our Board will consider the following factors that they currently intend to apply when recommending
dividends for approval by our shareholders or when declaring any interim dividends:

(i) The level of cash and level of indebtedness;

(ii) Required and expected interest expense, cash flow, our profits and return on equity and
retained earnings;

(iii) Our expected results of operations and future level of operations; and

(iv) Our projected levels of capital expenditure and other investment plans.

The payment and amount of any dividends and distributions to our sharcholders will be at the
discretion of our Board and will depend on factors stated above. There can be no assurance as to

whether dividend distribution will occur as intended, the amount of dividend payment or the timing of
such payment.

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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12.5 CAPITALISATION AND INDEBTEDNESS

The following information shall be read in conjunction with the the Independent Reporting
Accountants’ Report On The Compilation Of Pro Forma Financial Information Included In A
Prospectus and the Accountants’ Report set out in Sections 11.4 and 13 of this Prospectus respectively.

The following table shows our Group’s cash and cash equivalents, capitalisation and indebtedness:

@) based on our pro forma financial position as at 28 February 2014 after Incorporation of
Subsidiaries, Dividend Payment and Acquisitions; and

(i) as adjusted for the proceeds arising from our Public Issue and utilisation of proceeds.
Pro forma After
As at 28 February 2014 ~ Public Issue’
RM’000 RM’000
Cash and cash equivalents 9,180 24,538
Indebtedness

Short term borrowings (Due within 12 months)
Secured and unguaranteed
Finance lease liabilities 165 165

Secured and guaranteed
Bank overdraft 8,049 8,049
Bankers’ acceptances 730 730

Long term borrowings (Due after 12 months)
Secured and unguaranteed

Finance lease liabilities 247 247
Total indebtedness 9,191 9,191
Shareholders’ equity 63,172 86,337
Total capitalisation and indebtedness 72,363 95,528

Notes:

~ Based on the pro forma financial information after taking into account the Incorporation of Subsidiaries, Dividend

Payment and Acquisitions but before the Public Issue and utilisation of IPO proceeds.
# Based on the pro forma financial information after taking into account the Incorporation of Subsidiaries, Dividend

Payment, Acquisitions, proceeds from our Public Issue and utilisation of IPO proceeds.

The indebtedness shown in the table above is fully denominated in RM and interest-bearing in nature.
Please refer to Section 12.2.11 (iii) of this Prospectus for further details on our Group’s indebtedness.
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