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OUR VISION
Leadership through Innovation
OUR MISSION
We will target niche markets that appreciate
our innovative design. Stress on continuous
improvement and human capital development,
thus satisfying all our stakeholders.
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Eurospan's growth throughout the years have left the company's
imprints on the lives of many ... the consumers whose needs
are served and whose homes are graced by their products;

the associates who have transacted with the company in
mutual benefit; the investors whose confidence and trust in
Eurospan have proven to their advantage; the human resource
of the company who have striven with the company and grown
with it. These are the imprints Eurospan regards with pride
and which it will always endeavour to maintain.
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GROUP STRUCTURE

Eurospan Holdings Berhad was incorporated in Malaysia on 19 July 1995 under the Companies Act 1965 as a
public limited company. It is listed on the Main Market of Bursa Malaysia Securities Berhad. The Company is an
investment holding company and its wholly-owned subsidiaries are Eurospan Furniture Sdn. Bhd., Dynaspan
Furniture Sdn. Bhd., Euroswood Furniture Sdn. Bhd. and Dynaword Sdn. Bhd.
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FINANCIAL HIGHLIGHTS
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CHAIRMANOS MESSAGE

On behalf of the Board of Directors, this is the Annual Report and Accounts of Eurospan Holdings Berhad and
its subsidiaries (Othe GroupO) for the financial year ended 31 May 20009.

The financial year reviewed here was a challenging one in lieu of the global economic crisis.

GROUP RESULTS

For the financial year ended 31 May 2009, the GroupOs profit before tax was RM3.94 million, compared to RM6.94
million for the last financial year. This was based on a revenue of RM62.80 million, compared to RM73.78 million
in the previous year.

Rising material cost, fuel prices coupled with the strained global financial markets brought about poor consumer
sentiments and confidences threatening towards a global recession were major challenges the Group had to
contend with, which affected the GroupOs profit margin significantly.

SHAREHOLDERS DIVIDEND

A single tier interim dividend of 3 sen per ordinary share totaling RM1,206,375 in respect of the financial year
ended 31 May 2009 was paid on 5 March 2009.

The Board is pleased to recommend a final single tier dividend of 8 sen per ordinary share for the financial year
ended 31 May 2009 for the shareholders® approval at the forthcoming Annual General Meeting. This proposed
dividend if payable in respect of all outstanding ordinary shares in issue as at 31 May 2009 will involve a cash
payment of RM3,217,000.

OPERATIONS REVIEW

We carried out our business operations prudently amidst the yearOs challenges. Nonetheless, the Group still
managed to register a satisfactory performance through its constant emphasis on its research & developmentOs
focused differentiation strategy that had created innovative, differentiated and higher value-added products that
not only enabled it to pass on the higher furniture prices to consumers but also to penetrate the non-traditional
furniture markets for a widened customer base.

Pertinently, the GroupOs ongoing operational improvement and cost reduction exercises had bring to the improved
efficiency and facilitated in containing operational costs to a manageable level.

FUTURE PROSPECTS

The Group remains optimistic of the long-term prospects of the global furniture industry and is fully committed
to address issues that threaten its existing core business of an integrated wood-based furniture manufacturer
for export markets.

We will continue to be vigilant of the market changes and refine our business strategies and incorporate measures
that will allow us to focus on our core strengths. Every effort would be made to mitigate risks and further increase
operational efficiency in positioning our core business for opportunities growth while creating and enhancing
shareholdersO value.

Barring further unforeseen circumstances, the Board is of the opinion that the Group's performance will continue
to be positive for the new financial year ending 31 May 2010.
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CHAIRMANOS MESSAGE (continued)

ACKNOWLEDGEMENT AND APPRECIATION

The Group had managed to remain resilient and profitable amidst the various challenges faced by the industry
mainly due to the invaluable contributions from the various stakeholders. Therefore, | would like to record my
sincere appreciation for your efforts that have contributed to another satisfactory year.

Last but not least, | would like to record my sincere appreciation to the Management and staff of the Group for
their continuous loyalty, commitment and dedication and look forward to continue working as an effective and
efficient team and so to strive harder in our quest to be the leading furniture manufacturer.

Guan Kok Beng
Chairman

Date: 1 October 2009
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BOARD OF DIRECTORS
Guan Kok Beng

Chairman & Managing Director

Mr. Guan Kok Beng, a Malaysian Citizen, aged 57, was appointed as a Director and Managing Director of the
Company on 30 April 2000. On 19 May 2000, he was appointed as the Chairman of the Board of Directors. With
over 30 years of experience in the furniture industry, he is responsible for strategic business development, providing
direction and coordinating the overall marketing and production operations of the Group. Between 1995 and
1998, he was the Advisor of the Penang Furniture Manufacturers and Dealers Association (OPFMDAO) and from
1992 and 1995, he was the President. He was also a committee member of the Malaysian Furniture Industry
Council from 1992 to 1995.

He serves as a member of the Remuneration Committee. He is the brother of Mr. Guan Kim Heng and Mr. Guan
Kim Loong and is the father of Mr. Guan Shaw Kee and Mr. Guan Shaw Yin. He is a major shareholder of TBHL
Holdings Sdn Bhd, a major shareholder of Eurospan Holdings Berhad (OEurospanO).

Guan Shaw Kee
Executive Director

Mr. Guan Shaw Kee, a Malaysian Citizen, aged 33, was appointed as an Executive Director of the Company on 28
April 2008 to be primarily involved in sales and marketing and research and development functions of the Group.
He obtained his diploma in Computing & Information Technology from Alexander Institute of Technology in
Australia and joined Eurospan since 2002.

He is a son of Mr. Guan Kok Beng, the brother of Mr. Guan Shaw Yin and is a nephew of Mr. Guan Kim Heng and
Mr. Guan Kim Loong.

Guan Shaw Yin
Executive Director

Mr. Guan Shaw Yin, a Malaysian Citizen, aged 31, was appointed as an Executive Director of the Company on 28
April 2008 to be primarily involved in purchasing, stores, production planning, finance and to provide direction
for corporate planning functions of the Group. He holds a bachelor degree in Business Administration from
Northwood University, USA. He joined an audit firm as Assistant Auditor in 2003. He then joined a metal works
factory in 2005 as Sales Executive and joined Eurospan since 2006.

He serves as a member of the ESOS Committee. He is a son of Mr. Guan Kok Beng, the brother of Mr. Guan Shaw
Kee and is a nephew of Mr. Guan Kim Heng and Mr. Guan Kim Loong.

Guan Kim Heng
Non-Independent Non-Executive Director

Mr. Guan Kim Heng, a Malaysian Citizen, aged 51, was appointed as an Executive Director of the Company on
30 April 2000. On 19 June 2008, he was re-designated to Non-Executive Director. Prior to this, he was primarily
involved in corporate planning, providing direction and overseeing the financial, human resources and administrative
functions of the Group.

He serves as a member of the Audit Committee. He is the brother of Mr. Guan Kok Beng and Mr. Guan Kim
Loong and is the uncle of Mr. Guan Shaw Kee and Mr. Guan ShawYin. He is a major shareholder of TBHL Holdings
Sdn Bhd, a major shareholder of Eurospan.
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STATEMENT ON CORPORATE GOVERNANCE

The Board of Directors is supportive of the adoption of principles and best practices as enshrined in the Malaysian
Code on Corporate Governance throughout the Group, for the protection and enhancement of stakeholders®
value and the performance of the Group.

The Board of Directors is pleased to disclose below the manners in which it has applied the principles of good
corporate governance and considered that it had complied with the best practices provisions except as stated
otherwise.

A. BOARD OF DIRECTORS

The Board of Directors has the overall responsibility for corporate governance, strategic direction and
operations of the Group.

1.0 Board Meetings

The Board of Directors met on five (5) occasions during the financial year and the attendance of each
member of the Board is as follows:-

Name of Directors Attendance

Guan Kok Beng 5/5
DatoO Noor Ahmad Mokhtar Bin Haniff 5/5
Diong Chin Teck 5/5
Guan Kim Heng 5/5
Guan Kim Loong 5/5
Guan Shaw Kee 5/5
Guan ShawYin 5/5

Board meetings are scheduled in advance at the beginning of each calendar year to enable Directors to plan
and adjust their schedule to ensure good attendance and the expected degree of attention given to the
Board agenda.

During the course of a meeting, the Board deliberated and considered on matters including the GroupOs
financial performance, business review, operating performance to-date against the annual budget and the
business strategies. The Audit Committee also reports the outcome of committee meetings to the Board
and such reports are incorporated as part of the minutes of the Board meetings.

Where a potential conflict of interest may arise, it is mandatory practice for the Director concerned to
declare his interest and abstain from the decision making process.

2.0 Board Balance and Independence
The Board consists of seven (7) members, comprising three (3) Executive Directors, two (2) Non-Executive
Directors and two (2) Independent Non-Executive Directors.The Directors, with their different backgrounds
and specialization, collectively bring with them a wide range of experience and expertise in areas such as
marketing, operations, finance and corporate affairs. A brief profile of each Director is presented on pages
7 and 8 of this Annual Report.

Although the positions of Chairman and Managing Director are held by the same Director, the Board is of
the opinion that no one individual has unfettered powers of decision as there is a strong independent element
within the Board in the form of the two (2) Independent Non-Executive Directors, who provide a check
and balance in the Board on decision-making. Moreover, it is the practice of the Chairman to encourage
participation by all members during Board meetings.
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STATEMENT ON CORPORATE GOVERNANCE (continued)

2.0

3.0

4.0

5.0

Board Balance and Independence (Continued)

The appointment of a Senior Independent Non-Executive Director to whom concerns may be conveyed
has not been made, given that the Board is open for full deliberation of all matters submitted to the Board
and ShareholdersO meetings. In addition, the Board has strong independent elements within the Board in the
form of the Independent Non-Executive Directors. Thus, the Board does not consider it necessary at this
juncture to identify a Senior Independent Non-Executive Director.

Supply of Information

The Chairman ensures that all Directors have full and timely access to information with Board papers
distributed in advance of meetings. Every Director has also unhindered access to the advice and services
of the Company Secretary. The Board believes that the current Company Secretary is capable of carrying
out his duties to ensure the effective functioning of the Board. The Articles of Association specifies that the
removal of the secretary is a matter for the Board as a whole.

Prior to the meetings of the Board and the Board Committees, Board papers which include the agenda and
reports relevant to the issues of the meetings covering the areas of strategic, financial, operational and
regulatory compliance matters, were circulated to all the Directors to obtain further explanation, where
necessary, in order to be properly briefed before the meeting.

The Directors review and approve all corporate announcements, including the announcement of the quarterly
financial reports, prior to releasing them to the Bursa Malaysia Securities Berhad (OBursa SecuritiesO).

The Board as a whole determines whether as a full board or in their individual capacity, to take independent
professional advice, where necessary and under appropriate circumstances, in furtherance of their duties,
at the GroupOs expense.

Appointment to the Board

The Group has implemented procedures for the nomination and election of Directors via the Nomination
Committee. The Nomination Committee is responsible for identifying and recommending to the Board
suitable candidate for appointment to the Board and Board Committees, and also performance appraisal
of the Directors.

The Nomination Committee was established in November 2001. The Nomination Committee formulates
the nomination and selection policies for the Board, and reviews candidates for appointment as Directors
based on criteria such as their qualifications, skills, functional knowledge, experience, character, integrity,
professionalism and background.

Re-election of Directors

In accordance with the CompanyOs Articles of Association, all Directors shall retire from office at least once
in each three (3) years and a retiring Director is eligible for re-election and the election of each Director

is voted on separately. This re-election process provides an opportunity for the shareholders to renew their
mandates. In order to assist the shareholders in their decision, sufficient information such as personal profiles,
meeting attendance and their shareholdings in the Company for each Director is furnished in the Annual
Report.

The Articles further provide that all newly appointed Directors shall retire from office but shall be eligible
for re-election in the next Annual General Meeting subsequent to their appointment.

Directors over seventy (70) years of age are required to submit themselves for re-appointment annually in
accordance with Section 129(6) of the Companies Act, 1965.

The Company Secretary will ensure that all the necessary information is obtained, as well as all legal and
regulatory obligations are met before the appointments are made.
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STATEMENT ON CORPORATE GOVERNANCE (continued)

5.0 Re-election of Directors (Continued)

The Nomination Committee upon its recent annual review carried out, is satisfied that the size of the Board
is optimum and that there is appropriate mix of knowledge, skills attributes and core competencies in the
composition of the Board. The Nomination Committee is satisfied that all the Members of the Board are
suitably qualified to hold their positions as Directors of Eurospan Holdings Berhad in view of their academic
and professional qualifications, experience and qualities.

Meetings of the Nomination Committee are held as and when required, and at least once a year.The Members
registered full attendance at all meetings held by the Nomination Committee in the financial year ended
31 May 2009.

6.0 DirectorsO Training

The Board has empowered the Directors of the Company to determine their own training requirements

as they consider necessary or deem fit and expedient to enhance their knowledge in new rules and regulations
as well as understanding of the GroupOs business and operations and to keep abreast with current developments
in the market place.

All Directors have attended and successfully complete the Mandatory Accreditation Programme (MAP)
pursuant to the requirement of Bursa Malaysia Securities Berhad.

There were also briefings by the Internal and External Auditors and the Company Secretary on the relevant
updates on statutory and regulatory requirements from time to time during the Board meetings and Audit
Committee meetings.

In addition, members of the Board are informed of various development programmes and encouraged to
attend these programmes to keep abreast with the development in the industry and relevant regulatory
updates in furtherance of their duties. However, due to their busy schedule, certain Directors did not attend

any training for the financial year ended 31 May 2009. The Directors will endeavour to fulfill their training
requirements for the financial year ending 31 May 2010.

B. DIRECTORSO REMUNERATION
The Remuneration Committee was established by the Board in November 2001.The Remuneration Committee
carries out the annual review of the overall remuneration policy for Directors whereupon recommendations
are submitted to the Board for approval. The Remuneration Committee ensure that the CompanyOs
remuneration policy remains supportive of the CompanyOs corporate objectives and is aligned with the
interest of shareholders, and further that the remuneration packages of Directors are sufficiently attractive
to draw in and to retain persons of high calibre.

The Company pays its Directors annual fee, which is approved annually by the shareholders.

Details of the nature and amount of each major element of the remuneration of the Directors of the
Company are as follows:-

Directors Salaries Fees Other emoluments

(RMO000) (RMO000) (RMO000)

Executive 667 190 197
Non-Executive 0 140 9
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STATEMENT ON CORPORATE GOVERNANCE (continued)

B. DIRECTORSO REMUNERATION (Continued)
The number of Directors whose remuneration falls into the following bands is:-

Range of Remuneration Executive Non-Executive

RM

50,000 and below
100,001 - 200,000
200,001 - 600,000
600,001 - 700,000

= O N O
o O O B~

Individual remuneration of each Director is not disclosed as the Directors are of the view that the disclosure
by bands above provides sufficient information.

C. BOARD COMMITTEES
The Board has set up four (4) Board Committees, i.e. Audit, Nomination, Remuneration and EmployeesO
Share Option Scheme (OESOSO) Committees, to delegate specific powers and responsibilities to support the
role of the Board to provide assurance and accountability to its shareholders, all of which have their own
terms of reference.

The composition of the Board Committees and the attendance of Members at Board Committees meetings
held in the financial year ended 31 May 2009 are reflected as follows:-

Audit Committee Attendance
DatoO Noor Ahmad Mokhtar Bin Haniff 5/5
Chairman (Independent Non-Executive Director)

Diong Chin Teck 5/5
(Independent Non-Executive Director)

Guan Kim Heng 5/5

(Non-Independent Non-Executive Director)

Nomination Committee Attendance

DatoO Noor Ahmad Mokhtar Bin Haniff 1/1
Chairman (Independent Non-Executive Director)

Diong Chin Teck 1/1
(Independent Non-Executive Director)

Guan Kim Loong 1/1

(Non-Independent Non-Executive Director)

Remuneration Committee Attendance
DatoO Noor Ahmad Mokhtar Bin Haniff 1/1
Chairman (Independent Non-Executive Director)

Diong Chin Teck 1/1
(Independent Non-Executive Director)

Guan Kok Beng 1/1

(Executive Director)
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STATEMENT ON CORPORATE GOVERNANCE (continued)

C. BOARD COMMITTEES (Continued)

ESOS Committee Attendance

DatoO Noor Ahmad Mokhtar Bin Haniff 2/2
Chairman (Independent Non-Executive Director)

Guan Shaw Yin 2/2
(Executive Director)

Moy Ean Chung 2/2
(Management Staff)

Chan Kin Lip 2/2

(Resigned on 14 August 2009)
(Management Staff)

Kim Lee Ming 2/2
(Management Staff)
Tan Sim Yong 2/2

(Management Staff)

The ESOS Committee was established in July 2004.The ESOS Committee is responsible for the policies,
governance and orderly administration of the ESOS.The Committee presides over all issues, complaints and
appeals regarding ESOS and discharges its duties and responsibilities to the best interest of the Group and
in accordance with the objectives and provisions contained in the ESOS By-laws.

The Committee oversees managementOs implementation of the scheme and decides, amongst others, on
the offer, offer date, eligibility, basis of allotment, the exercise of options, the administration, modification
to the scheme, dispute and termination issues in relation to the scheme.

Further details on the other Board Committees are contained in the Statement on Corporate Governance
and Audit Committee Report.

D. SHAREHOLDERS

The Group is fully aware of the importance of effective and timely communication with shareholders and
investors and the Board endeavors to make timely release of annual reports, press release, quarterly reports
and any announcements in material corporate exercises which are the primary mode of disseminating
information on GroupOs business activities and financial performance.

The Annual General Meeting represents the principal communication channel and dialogue with the
shareholders and the shareholders are encouraged to ask questions both about the resolutions being
proposed or about the GroupOs operations in general, as appropriate. The external auditors attend Annual
General Meetings upon invitation and to provide their professional and independent clarification on issues
raised by the shareholders.

Each item of special business in the Notice of the Annual General Meeting would be accompanied with an
explanation of the effects of the proposed resolution.

The results of all the resolutions as set out in the Notice of the Annual General Meeting would be announced
on the same date as the Annual General Meeting via Bursa Link, which is accessible on Bursa Malaysia
Securities BerhadOs website.

A press conference is normally held immediately after the meeting to facilitate media queries on the GroupOs
financial performance and operations.

The Company also maintains a website"http://www.eurospan.com.my" through which shareholders and the
general public can obtain up-to-date information.



14 ANNUAL REPORT 2009 EUROSPAN HOLDINGS BERHAD (351927-M)

STATEMENT ON CORPORATE GOVERNANCE (continued)

D. SHAREHOLDERS (Continued)

While the Company endeavours to provide as much information as possible to its shareholders and

stakeholders, the Company is mindful of the legal and regulatory framework governing the release of material
and price-sensitive information. Any information that may be regarded as undisclosed material information
about the Group will not be given to any single shareholder or shareholder group.

Where Extraordinary General Meetings are held to obtain shareholderOs approval on certain business or
corporate proposals, comprehensive circulars to shareholders would be sent within prescribed deadlines
in accordance with the statutory and regulatory requirements.

ACCOUNTABILITY AND AUDIT
1.0 Financial Reporting

The Board aims to provide and present a balanced and meaningful assessment of the GroupOs financial
performance and prospects at the end of the financial year, primarily through the annual financial statements,
quarterly announcement of the results to shareholders and the ChairmanQOs statement, which incorporates

a review of the operations in the Annual Report. The Board is assisted by the Audit Committee to oversee

the GroupOs financial reporting processes and the quality of its financial reporting.

2.0 DirectorsO Responsibility Statement in Respect of the Preparation of the Audited
Financial Statements

The Board is responsible for ensuring that the financial statements of the Group give a true and fair view
of the state of affairs of the Group and of the Company as at the end of the financial year and of their results
and cash flows for the year then ended. In preparing the financial statements, the Directors have ensured
that applicable approved accounting standards in Malaysia and the provisions of the Companies Act, 1965
have been applied.

In preparing the financial statements, the Directors have selected and applied consistently suitable accounting
policies and made reasonable and prudent judgments and estimates.

The Directors also have a general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the Group and to prevent and detect fraud and other irregularities.

3.0 Internal Controls

The Directors recognizes their ultimate responsibility for the GroupOs system of internal controls and the
need to review its effectiveness regularly in order to safeguard the GroupOs assets and therefore shareholdersO
investments in the Group.To assist the Board, the Group has in place an adequately resourced internal audit
division. As proper risk management is a significant component of a sound system of internal control, the
Group has also put in place a structured risk management process to better identify, monitor and ensure
the relevant and appropriate measures to manage the business risk affecting the Group. This system by its
nature can only provide reasonable but not absolute assurance against misstatement, fraud or loss.

4.0 Relationship with the Auditors

Key features underlying the relationship of the Audit Committee with the internal and external auditors are
included in the Audit CommitteeOs terms of reference as detailed on pages 16 to 20 of the Annual Report.

5.0 Compliance Statement

Save and except where stated otherwise, the Board is pleased to state that the Group has substantially
complied with the best practices of the Code throughout the financial year.

This statement is issued in accordance with a DirectorsO Resolution passed at a Board of DirectorsO Meeting
held on 24 August 2009.



| A ‘W

ANNUAL REPORT 2009 EUROSPAN HOLDINGS BERHAD (351927-M) 15

STATEMENT ON INTERNAL CONTROL

INTRODUCTION

Paragraph 15.26(b) of the Bursa Malaysia Securities Berhad Listing Requirements requires the Board of Directors
of public listed companies to include in their annual report, a Ostatement about the state of internal control of

the listed issuer as a groupO.The Board of Directors (OOBoardO) is committed to maintaining a sound system of
internal control throughout the Group, comprising the Company and all its subsidiaries, and is pleased to provide
the following statement, which outlines the nature and scope of internal control of the Group during the year.

BOARD RESPONSIBILITY

The Board acknowledges its responsibility for the GroupOs system of internal control, which includes the establishment
of an appropriate control environment and framework as well as reviewing its adequacy and integrity. Because
of the limitations that are inherent in any system of internal control, this system is designed to manage, rather
than eliminate, the risk of failure to achieve corporate objectives. Accordingly, it can only provide reasonable not
absolute assurance against material misstatement, loss, fraud or breaches of laws or regulations. The system of
internal control covers, inter-alia, financial, organisational, operational and compliance controls.

The Board is aware of the publication of the OStatement on Internal Control - A guidance to Directors of Public
Listed CompaniesO (The Olnternal Control GuidanceO), which provides guidance on the process of identifying,
evaluating and managing significant risks faced by the Group.The Board has also adopted the Internal Control
Guidance in its efforts to ensure the adequacy and integrity of the system of internal control of the Group.

INTERNAL AUDIT FUNCTION

The Group has in place an internal audit function, which provides the Board with independent assurance it requires
regarding the adequacy and integrity of the system of internal control. The internal audit reviews the internal
controls for the key activities of the GroupOs operations based on the approved annual internal audit plan. The
internal audit plan, prepared in accordance with a risk-based approach was essentially drawn up to review the
key processes established within the operations of the Group.

For the financial year under review, Management has acted upon the recommendations made by the internal audit
function, as appropriate, in order to enhance the system of internal control.

ENTERPRISE RISK MANAGEMENT
The Group has established an enterprise risk management framework to identify, evaluate and manage the significant
risks that may adversely affect the achievement of its business objectives.

OTHER CONTROL PROCESSES

The Board has put in place an organisational structure with defined lines of responsibility and delegation of
authority. A hierarchical reporting system has been established which includes inter-alia, the establishment of limits
of authority coupled with the issuance of policies on health and safety, training and development, staff performance
and serious misconduct. These procedures provide continuous assurance to be given at increasingly higher levels
of Management and, finally to the Board. The Group Managing Director also reports to the Board on significant
changes in the business and external environment, which affects the operations of the Group at large.

The Group Finance Manager provides the Board with quarterly financial information, including pertinent explanations
on the performance of the Group.

WEAKNESSES IN INTERNAL CONTROLS THAT RESULT IN MATERIAL LOSS
There were no material losses incurred during the current financial year as a result of weaknesses in internal
control. The Board, together with Management, continue to take measures to strengthen the control environment.

REVIEW OF THE STATEMENT BY EXTERNAL AUDITORS

The External Auditors have reviewed this Statement on Internal Control in accordance with Auditing Technical
Release 5, Guidance for Auditors on the Review of DirectorsO Statement on Internal Control for the inclusion in
the annual report for the year ended 31 May 2009 in compliance with Paragraph 15.23 of Bursa Securities Listing
Requirement.

This statement is issued in accordance with a DirectorsO Resolution passed at a Board of DirectorsO Meeting held
on 24 August 2009.
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AUDIT COMMITTEE REPORT

The primary objective of the Audit Committee is to assist the Board of Directors in discharging its statutory

duties and responsibilities relating to accounting and reporting practices and to ensure the adequacy and effectiveness

of the GroupOs system of internal control.

A.

MEMBERSHIP AND MEETINGS

The Audit Committee met on five (5) occasions during the financial year and the attendance of each member
of the Audit Committee is as follows:-

Chairman Dato® Noor Ahmad Mokhtar Bin Haniff 5/5

Members Diong Chin Teck 5/5

Composition of the Audit Committee Attendance
(Independent Non-Executive Director)
(Independent Non-Executive Director)

Guan Kim Heng 5/5
(Non-Independent Non-Executive Director)

TERMS OF REFERENCE OF AUDIT COMMITTEE
Membership

1.1 The Committee shall be appointed by the Board of Directors and consist of not less than three (3)
members, all members must be non-executive directors, with a majority of whom should be Independent
Directors.

1.2 At least one (1) member of the Audit Committee:-
(&) must be a member of Malaysian Institute of Accountants; or

(b) if he is not a member of the Malaysian Institute of Accountants, he must have at least three (3)
years working experience and:-

(i) he must have passed the examinations specified in Part | of the 1st Schedule of the Accountants
Act, 1967;

(i) he must be a member of one of the associations of accountants specified in Part Il of the 1st
Schedule of the Accountants Act, 1967; or

(c) fulfils such other requirements as prescribed or approved by Bursa Malaysia Securities Berhad.

1.3 The Board of Directors must ensure that no alternate director is appointed as a member of the Audit
Committee.

1.4 The members of the Committee shall elect a Chairman from amongst their number who shall be an
Independent Director.

1.5 In the event of any vacancy in the Committee resulting in the number of members being reduced to
below three (3), the Board of Directors must fill the vacancy within three (3) months.

2.0 Authority

2.1 The Committee shall in accordance with a procedure to be determined:-
(a) have authority to investigate any matter within its terms of reference;
(b) have the resources which are required to perform its duties;
(c) have full and unrestricted access to any information pertaining to the Company;

(d) have direct communication channels with the external auditors and person(s) carrying the internal
audit function or activity;

(e) be able to obtain independent professional or other advice; and
be able to convene meetings with the external auditors, the internal auditors or both, excluding
the attendance of other directors and employees of the Company, whenever deemed necessary.
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AUDIT COMMITTEE REPORT (continued)

3.0 Functions
3.1 The duties of the Committee include:-
3.1.1 to review the following and report the same to the Board of Directors of the Company:-

(&) with the external auditors, the audit plan, including the scope of work to ascertain that will
meet the needs of the Board, the shareholders and regulatory authorities;

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

(c) with the external auditors, the audit report, including the managementOs response, to discuss
problems and observations arising from the final audits and any matters the external auditors
may wish to discuss (in the absence of management where necessary);

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

(e) the adequacy of the scope, functions, competency and resources of the Internal Audit
Department and that it has the necessary authority to carry out its work;

(H the internal audit programme, processes, the results of the internal audit programme,
processes or investigation undertaken and whether or not appropriate action is taken the
recommendations of the Internal Audit Department and urgent response to the major
findings of internal investigations;

(g) the quarterly results and year end financial statements, prior to the approval by the Board
of Directors, focusing particularly on:-

(i) changes in or implementation of major accounting policy changes and practices;
(ii) significant and unusual events;

(i) compliance with accounting standards and other legal requirements and the going
concern assumptions; and

(iv) significant adjustments arising from the audit;

(h) any related party transaction and conflict of interest situation that may arise with the
Company or Group including any transaction, procedure or course that raises questions on
management integrity;

(i) any letter of resignation from external auditors of the Company; and

() whether there is reason (supported by grounds) to believe that the CompanyQOs external
auditors are not suitable for re-appointment.

3.1.2 to consider the appointment or termination of a person or persons as external auditors and
their remuneration.

3.1.3 To review any appraisal or assessment of the performance of internal audit staff and consider
the appointment or termination of internal audit staff and their remuneration.

3.1.4 To take cognizance of resignation of senior internal audit staff member and to provide an
opportunity to submit the reasons for resigning.

3.1.5 To promptly report to Bursa Malaysia Securitires Berhad any matter reported by the Committee
to the Board which has not been satisfactorily resolved resulting in a breach of the Listing
Requirements.

3.1.6 To verify the allocation of options to employees pursuant to the share option scheme complies
with the allocation criteria.

3.1.7 To carry out other functions as may be agreed to by the Committee and the Board.
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AUDIT COMMITTEE REPORT (continued)

4.0

1.0

2.0

Meetings

4.1 Meetings shall be held not less than four (4) times a year and shall normally be attended by the Head
of Finance and Internal Auditors. The presence of the external auditors will be requested, if required.
Other board members and employees attend only at the CommitteeOs invitation.

4.2 At least twice a year, the Committee shall meet with the external auditors, the internal auditors or
both without the executive board members present.

4.3 The quorum for each meeting shall be two.The majority of members present to form a quorum must
be Independent Directors.

4.4 The Company Secretary shall be the Secretary of the Committee. The Secretary shall circulate the
minutes of meetings of the Committee to all members of the Board.

SUMMARY OF ACTIVITIES OF AUDIT COMMITTEE
During the year, the Committee carried out the following activities:-

Financial Reporting
1.1 Reviewed the quarterly unaudited financial results of the Company and of the Group prior to submission
to the Board of Directors for approval and subsequent release to the Bursa Malaysia Securities Berhad.

1.2 Reviewed the annual audited financial statements with the external auditors prior to submission to the
Board of Directors for approval. The review was to ensure that the financial reporting and disclosures
are in compliance with:-

(@  Provisions of the Companies Act, 1965;

(b)  Listing Requirements of Bursa Malaysia Securities Berhad;
(c)  Applicable approved accounting standards in Malaysia, and
(d)  Other legal and regulatory requirements.

In the review of the annual audited financial statements, the Audit Committee discussed with Management
and the external auditors the accounting principles and standards that were applied and their judgement
of the items that may affect the financial statements.

Internal Audit
2.1 Reviewed the annual audit plan to ensure adequate scope and comprehensive coverage of the activities.

2.2 Reviewed the effectiveness of the audit process, resource requirements for the year and assessed the
performance of Internal Audit Division.

2.3 Reviewed the internal audit reports which were tabled during the year, the audit recommendations
made and ManagementOs response to these recommendations.Where appropriate, the Committee has
directed Management to rectify and improve control and workflow procedures based on the internal
auditorsO recommendations and suggestions for improvement.

2.4 Monitored the corrective actions on the outstanding audit issues to ensure that all the key risks and
control lapses have been addressed.

2.5 Reviewed Internal Audit DivisionOs audit methodology in assessing and rating risks of auditable areas
and ensured that all high and critical risk areas were audited annually.

2.6 Reviewed the staffing requirements of Internal Audit Division, skills and the core competencies of the
internal auditors.
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AUDIT COMMITTEE REPORT (continued)

C.
3.0

4.0

5.0

SUMMARY OF ACTIVITIES OF AUDIT COMMITTEE (Continued)
External Audit
3.1 Reviewed with the external auditors:-

(a) Their audit plan, audit strategy and scope of work for the year.

(b) The results of the annual audit, their audit report and Management letter together with ManagementOs
response to the findings of the external auditors.

3.2 Assessed the independence and objectivity of the external auditors during the year and prior to the
appointment of the external auditors for adhoc non-audit services.The Committee also received reports
from the external auditors on their own policies regarding independence and the measures used to
control the quality of their work.

3.3 Evaluated the performance and effectiveness of the external auditors and made recommendations to
the Board of Directors on their appointment and remuneration.

EmployeesO Share Option Scheme (OESOSO)
4.1 \Vferified the allocation of options to employees pursuant to the ESOS offered to ensure that the scheme
complies with the allocation criteria.

Related Party Transactions
5.1 Reviewed the related party transactions entered into by the Company and the Group.

SUMMARY OF THE ACTIVITIES OF INTERNAL AUDIT FUNCTION

The internal audit division (OIADO) constitutes an independent managerial control which carries out its
assurance role by providing an independent and objective assurance to the Audit Committee (Othe Committeed)
in discharging its responsibilities. The IAD assists the Committee in discharging its duties and responsibilities
by providing reasonable assurance that the systems of internal control and risk management processes
operate satisfactorily and effectively.

The IAD also assists management in improving the GroupOs operations by assisting management in inculcating
a systematic, disciplined approach in evaluating and improving on the effectiveness of the internal control
and risk management processes for a more effective control over the business operations.

During the year under review:-

(a) the IAD presented the annual risk-based audit plan prioritized by the risk profile of the Group for the
CommitteeOs approval. It performed risk-based audits on certain business processes and functions of
various business units within the Group in accordance with the approved annual risk-based internal
audit plan.Any subsequent changes to the internal audit plan would be approved by the Audit Committee.

(b) It verified the existence and assessed the adequacy, integrity and effectiveness of the internal controls
in place. It examined the supporting documents and records for completeness and accuracy in order
to provide reasonable assurance on the integrity and reliability of both the financial and non-financial
reporting.

(c) It verified and reported to the Committee, the allocation of options to eligible employees pursuant
to the Employees® Share Option Sche@EJOSO) offered to ensure that the scheme complies with
the allocation criteria.
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AUDIT COMMITTEE REPORT (continued)

D.

SUMMARY OF THE ACTIVITIES OF INTERNAL AUDIT FUNCTION (Continued)

(d) Upon completion of the audit, it reported its observations, findings and recommendations for improvements
in the internal audit report for the CommitteeOs deliberations. The IAD discussed with the management
regarding improvements and instituted follow-up actions to remedy the weaknesses identified in the
internal audit report.

All the internal audit activities were performed in-house. The total cost incurred in managing the IAD in
2009 was RM39,320.

STATEMENT BY THE AUDIT COMMITTEE IN RELATION TO ESOS ALLOCATION
The Company implemented an Employees® Share Option Scheme (OESOSO) on 30 December 2004.
Pursuant to Paragraph 8.21A of the Listing Requirements of Bursa Malaysia Securities Berhad, the Audit

Committee verified and confirmed that the allocation of options to eligible employees in the financial year
ended 31 May 2009, has been made in accordance with the allocation criteria of the scheme.
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CORPORATE SOCIAL RESPONSIBILITY

We interpret corporate social responsibility (OCSRO) to imply that the Group should become a responsible
corporate citizen of the country that it operates in by conducting its business practices legally and within the
ethical norms expected from the society and the environment. The Group CSR practices are focused on the
following areas: -

The Group is primarily a producer of dining sets furniture made from rubber wood sourced from rubber wood
plantations in Malaysia and its neighboring countries.The rubber wood sourced from these countries is recognized
as ecologically friendly as it is harvested, produced and transported in a way that protects wildlife, the environment
and is sustainable for the needs of future generations. Hence the GroupOs products are environmentally friendly
as its wooden components are ecologically friendly.

The Group is in compliance with the environmental laws governing plant operations in areas relating to emission
standards and plant effluents management.

The Occupational Health and Safety Committee which comprises of management representatives work closely
with management and employees to ensure that the GroupOs health and safety policy is effectively implemented.
Employees are equipped with the necessary equipment and accessories at the various work sites and factory to
promote safety.

The Group encourages life long learning. It has a mini library that lends out books to employees. In addition,
various internal and external trainings are provided to employees for performance enhancements. The Group also
conducted visits to international trade fairs / exhibitions and manufacturing plants locally and overseas, to broaden
the knowledge base of its employees.

The Group played its role as a socially responsible corporate citizen in the community. During the year, the Group
supports the building of the foundation for the nationOs future by donations to the school children and their
activities.
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OTHER INFORMATION

UTILIZATION OF PROCEEDS RAISED FROM CORPORATE PROPOSAL
Not applicable as none was proposed.

SHARE BUY-BACKS

A proposal on share buy-back for the Company to purchase its own shares of up to 10% of the issued and paid
up share capital of the Company was approved at the CompanyOs Annual General Meeting held on 29 October
2008. The Company had not undertaken any share buy-back exercise for the financial year ended 31 May 2009.

OPTIONS, WARRANTS OR CONVERTIBLE SECURITIES

Except for the ESOS, the Company did not issue/grant any options, warrants or convertible securities during the
financial year ended 31 May 2009.

DEPOSITORY RECEIPT PROGRAMME
The Company does not sponsor any depository receipt programme.

SANCTIONS AND/OR PENALTIES
There was no sanctions and/or penalties imposed on the Company and its subsidiaries, Directors or Management
by the relevant regulatory bodies.

SHORTFALL IN THE PROFIT ACHIEVED IN THE FINANCIAL YEAR AS COMPARED
WITH THE PROFIT GUARANTEE

Not applicable as none was given during the financial year ended 31 May 2009.

NON-AUDIT FEES

The amount of non-audit fees paid by the Group to the external auditors during the financial year ended 31 May
2009 is approximately RM12,200.
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DIRECTORSO REPORT

The Directors have pleasure in submitting their report and the audited financial statements of the Group and of
the Company for the year ended 31 May 2009.

PRINCIPAL ACTIVITIES
The principal activities of the Company are the provision of management services and investment holding.

The principal activities of the subsidiaries are set out in Note 5 to the financial statements.

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

RESULTS

Group Company
RM RM

Profit for the year 3,368,249 3,893,340

RESERVES AND PROVISIONS

There were no material transfers to or from reserves and provisions during the year except as disclosed in the
financial statements.

DIVIDENDS
Since the end of the previous financial year, the Company paid:

i) afinal dividend of 4 sen per ordinary share less 25% tax and tax exempt dividend of 4 sen per ordinary share,
totalling RM2,814,875 (7 sen net per ordinary share) in respect of the year ended 31 May 2008 on 5 December
2008; and

i) a single tier interim dividend of 3 sen per ordinary share, totalling RM1,206,375 in respect of the year ended
31 May 2009 on 5 March 20009.

The final single tier dividend recommended by the Directors in respect of the year ended 31 May 2009 is 8 sen
per ordinary share, totalling RM3,217,000 which is subject to the approval of the shareholders at the forthcoming
Annual General Meeting of the Company.

DIRECTORS OF THE COMPANY

Directors who served since the date of the last report are:
Guan Kok Beng - Chairman and Managing Director

Guan Kim Heng

Guan Kim Loong

DatoO Noor Ahmad Mokhtar Bin Haniff

Diong Chin Teck

Guan Shaw Kee

Guan ShawYin
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DIRECTORSO REPORT (continued)

DIRECTORSO INTERESTS

The interests and deemed interests in the shares and options of the Company and of its related corporations
(other than wholly-owned subsidiaries) of those who were Directors at year end (including the interests of the
spouses or children of the Directors who themselves are not Directors of the Company) as recorded in the
Register of DirectorsO Shareholdings are as follows:

Number of ordinary shares of RM1 each

Balance at Balance at
Name of Directors 1.6.2008 Bought Sold 31.5.2009
The Company
Direct interest
Guan Kok Beng - own 1,906,124 204,000 2,110,124
Guan Kim Heng - own 1,113,036 - 1,113,036
Guan Kim Loong- own 838,576 - 838,576
Diong Chin Teck - own 15,000 - 15,000
Guan ShawYin - others * 14,000 - 14,000
Deemed interest
Guan Kok Beng - own 18,511,200 - 18,511,200
Guan Kim Heng - own 18,511,200 - 18,511,200
Guan Kim Loong- own 18,511,200 - 18,511,200

Number of options for ordinary shares of RM1 each

Balance at Balance at
1.6.2008 Granted Exercised 31.5.2009
The Company
Guan Kok Beng - own 600,000 - - 600,000
Guan Shaw Kee - own 30,000 - - 30,000
Guan ShawYin - own 23,000 - - 23,000

* These are shares held in the name of the spouse and are treated as interests of the respective Director in
accordance with Section 134(12)(c) of the Companies Act, 1965, which came to effect on 15 August 2007.

By virtue of their interests of more than 15% in the shares of the Company, Messrs Guan Kok Beng, Guan Kim
Heng and Guan Kim Loong are also deemed to have interests in the shares of all the subsidiaries during the
financial year to the extent that the Company has an interest.

None of the other Directors holding office at 31 May 2009 had any interest in the ordinary shares and/or options
of the Company and of its related corporations during the financial year.

DIRECTORSO BENEFITS

Since the end of the previous financial year, no Director of the Company has received nor become entitled to
receive any benefit (other than a benefit included in the aggregate amount of emoluments received or due and
receivable by Directors as shown in the financial statements) by reason of a contract made by the Company or
a related company with the Director or with a firm of which the Director is a member, or with a company in
which the Director has a substantial financial interest.

There were no arrangements during and at the end of the financial year which had the object of enabling Directors
of the Company to acquire benefits by means of the acquisition of shares in or debentures of the Company or
any other body corporate apart from the issue of the Employees® Share Option Scheme (OESOSO) of the Company.
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DIRECTORSO REPORT (continued)

ISSUE OF SHARES AND DEBENTURES
There were no changes in the issued and paid-up capital of the Company during the financial year.

There were no debentures issued during the financial year.

OPTIONS GRANTED OVER UNISSUED SHARES

No options were granted to any person to take up unissued shares of the Company during the financial year apart
from the issue of options pursuant to the ESOS.

On 22 November 2004, the CompanyOs shareholders approved the establishment of an ESOS of not more
than 15% of the issued share capital of the Company to eligible Directors and employees of the Group.

The options offered to take up unissued ordinary shares of RM1.00 each and the exercise prices are as follows:

Number of options over ordinary shares of RM1 each

Lapsed
Exercise Balance at due to Balance at

Date of offer pr|i§|$/| 1.6.2008 Granted Exercised resignation 31.5.2009

24 January 2005 1.00 2,826,500 - - (160,500) 2,666,000
9 February 2005 1.00 3,000 - - - 3,000
10 April 2005 1.00 10,000 - - - 10,000
10 May 2005 1.00 48,000 - - - 48,000
10 July 2005 1.00 40,000 - - (3,000) 37,000
10 August 2005 1.00 23,000 - - - 23,000
10 October 2005 1.00 3,000 - - - 3,000
10 November 2005 1.00 30,000 - - (21,000) 9,000
10 December 2005 1.00 15,000 - - (3,000) 12,000
10 January 2006 1.00 12,000 - - - 12,000
10 February 2006 1.00 32,000 - - (23,000) 9,000
10 March 2006 1.00 35,000 - - - 35,000
10 April 2006 1.00 6,000 - - - 6,000
10 May 2006 1.00 24,000 - - (6,000) 18,000
10 June 2006 1.00 33,000 - - (14,000) 19,000
10 September 2006 1.00 28,500 - - (3,000) 25,500
10 October 2006 1.00 6,000 - - (6,000) -

10 November 2006 1.00 3,000 - - (3,000) -

10 January 2007 1.00 45,000 - - (24,000) 21,000
10 February 2007 1.00 18,000 - - (6,000) 12,000
10 March 2007 1.00 35,000 - - (3,000) 32,000
10 April 2007 1.00 13,000 - - (3,000) 10,000
10 May 2007 1.00 36,000 - - - 36,000
10 June 2007 1.00 25,000 - - (10,000) 15,000
10 July 2007 1.00 12,000 - - (3,000) 9,000
10 August 2007 1.00 15,000 - - - 15,000
10 September 2007 1.00 26,000 - - - 26,000

Carried forward 3,48 3,403,000 - - (291,500) 3,111,500
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DIRECTORSO REPORT (continued)
OPTIONS GRANTED OVER UNISSUED SHARES (Continued)

Number of options over ordinary shares of RM1 each

Lapsed
Exercise Balance at due to Balance at

Date of offer prg:lt\a/l 1.6.2008 Granted Exercised resignation 31.5.2009

Brought forward 3,403,000 - - (291,500) 3,111,500
10 October 2007 1.00 12,000 - - (3,000) 9,000
10 November 2007 1.07 36,000 - - (3,000) 33,000
10 December 2007 1.00 33,000 - - (12,000) 21,000
10 January 2008 1.00 62,000 - - (6,000) 56,000
10 February 2008 1.00 35,000 - - (6,000) 29,000
10 March 2008 1.00 64,000 - - (29,000) 35,000
10 April 2008 1.00 52,000 - - (14,000) 38,000
10 May 2008 1.00 86,000 - - (21,000) 65,000
10 June 2008 1.00 - 120,000 - (9,000) 111,000
10 July 2008 1.00 - 61,000 - (3,000) 58,000
10 October 2008 1.00 - 6,000 - (6,000) -

10 November 2008 1.00 - 9,000 - - 9,000
10 December 2008 1.00 - 46,000 - - 46,000

3,783,000 242,000

(403,500) 3,621,500

The details of the ESOS granted to the eligible Directors and employees who have been granted with 30,000
options or more during the financial year ended 31 May 2009 are as follows:

Number of options over ordinary shares of RM1 each

Grant  Exercise At At
date price 1.6.2008 Granted Exercised Forfeited  31.5.2009
RM
Kim Lee Ming  10.7.2008 1.00 - 40,000 - - 40,000
Tan Kee Siang 10.12.2008 1.00 - 40,000 - - 40,000

Other than the above, a total of 162,000 options were granted to 19 employees of the Group.The average number
of options to individual employee is 8,526.

The Company has been granted exemption by the Companies Commission of Malaysia from having to disclose
in this report the names of persons to whom options have been granted to subscribe for less than 30,000 ordinary

shares of RM1 each during the financial year and details of their holdings as required by Section 169(11) of the
Companies Act, 1965. This information has been separately filed with the Companies Commission of Malaysia.

The salient features of the scheme are, inter alia, as follows:

i) Eligible employees are those who have been confirmed in writing as employees of the Group on the date of
offer and have been employed for a period of at least one (1) year prior to the date of offer.

i) The option is personal to the grantee and is non-assignable.
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DIRECTORSO REPORT (continued)

OPTIONS GRANTED OVER UNISSUED SHARES (Continued)

iii) The exercise price shall be determined by the weighted average market price of the CompanyOs ordinary shares
as shown in the daily official list issued by Bursa Malaysia Securities Berhad for the five market days immediately
preceding the respective dates of the offer in writing to the grantee or at the par value of the ordinary shares
of the Company, whichever is higher.

iv) The options granted may be exercised at any time within a period of five years from the date the ESOS comes
into force or upon the date of expiry or termination of the ESOS as provided in the By-Law, whichever is the
earlier.

v) The options granted may be exercised in full or in lesser number of ordinary shares provided that the number
shall be in multiples of 100 shares.

The persons to whom the options have been granted have no right to participate by virtue of the options in any
share issue of any other company.

OTHER STATUTORY INFORMATION

Before the balance sheets and income statements of the Group and of the Company were made out, the Directors
took reasonable steps to ascertain that:

i) all known bad debts have been written off and adequate provision made for doubtful debts, and
i) all current assets have been stated at the lower of cost and net realisable value.

At the date of this report, the Directors are not aware of any circumstances:

i) that would render the amount written off for bad debts, or the amount of the provision for doubtful debts,
in the Group and in the Company inadequate to any substantial extent, or

i) that would render the value attributed to the current assets in the Group and in the Company financial
statements misleading, or

iii) which have arisen which render adherence to the existing method of valuation of assets or liabilities of the
Group and of the Company misleading or inappropriate, or

iv) not otherwise dealt with in this report or the financial statements, that would render any amount stated in
the financial statements of the Group and of the Company misleading.

At the date of this report, there does not exist:

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

i) any contingent liability in respect of the Group or of the Company that has arisen since the end of the financial
year.

No contingent liability or other liability of any company in the Group has become enforceable, or is likely to
become enforceable within the period of twelve months after the end of the financial year which, in the opinion
of the Directors, will or may substantially affect the ability of the Group and of the Company to meet their
obligations as and when they fall due.

In the opinion of the Directors, the results of the operations of the Group and of the Company for the financial
year ended 31 May 2009 have not been substantially affected by any item, transaction or event of a material and
unusual nature nor has any such item, transaction or event occurred in the interval between the end of that
financial year and the date of this report.






