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NOTICE IS HEREBY GIVEN that the Twentieth Annual General Meeting of the Company
will be held at No. 5, Jalan Pelabur 23/1, 40300 Shah Alam, Selangor Darul Ehsan, Malaysia
on Friday, 17 September 2004 at 10.30 a.m. to transact the following businesses:-

1. To receive the Audited Financial Statements for the financial year ended 31 March
2004 and the Reports of the Directors and Auditors thereon.

2. To approve the payment of Directors’ fees of RM30,000 for the year ended 31 March
2004.

3. Tore-elect Dato’ Tan Yik Huay who retires by rotation in accordance with Article 88 of
the Company’s Articles of Association.

4. To re-elect Mr Leong Chun Yin who retires by rotation in accordance with Article 88 of
the Company’s Atrticles of Association.

5. Tore-appoint Messrs Tai Yapp & Co. as auditors of the Company and to authorise the
Board of Directors to fix their remuneration.

6. To consider and if thought fit, to pass the following, with or without modifications,
as Ordinary Resolution of the Company:-

AUTHORITY FOR THE DIRECTORS TO ISSUE SHARES

“THAT subject always to the Companies Act, 1965 and the approvals of the relevant
Governmental and/or regulatory authorities, the Directors be and are hereby
empowered, pursuant to Section 132D of the Companies Act, 1965, to issue shares in
the Company from time to time at such price, upon such terms and conditions, for such
purposes and to such person or persons whomsoever as the Directors may deem fit
provided that the aggregate number of shares issued pursuant to this resolution does
not exceed 10% of the issued share capital of the Company at the time of issue AND
THAT the Directors be also empowered to obtain the approval from Bursa Malaysia
Securities Berhad the listing of and quotation for the additional shares so issued AND
THAT such authority shall continue in force until the conclusion of the next Annual
General Meeting of the Company.”

7. To transact any other business of which due notice shall have been given in
accordance with the Companies Act, 1965.

By Order of the Board

YEOH CHONG KEAT (MIA 2736)
NGAU WING FATT (MIA 1613)

Company Secretaries

Shah Alam
26 August 2004
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Notes:-

@

(ii)

(i)

(iv)

A member entitled to attend and vote at the Annual General Meeting ("AGM") is entitled to appoint a proxy
to attend and vote in his stead. A proxy may but need not be a member of the Company. If the proxy is not
a member of the Company, then the proxy shall be an advocate or an approved company auditor or a
person approved by the Companies Commission of Malaysia. The provision of Section 149(1)(b) of the
Companies Act, 1965 shall apply to the Company.

The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly
authorised in writing, or if the appointer is a corporation, either under seal or under the hand of an officer
or attorney duly authorised.

A member shall be entitled to appoint more than one proxy. A member who appoints two (2) proxies shall
specify the proportion of his shareholdings to be represented by each proxy.

The instrument appointing a proxy and the power of attorney (if any) under which it is signed or a notarially
certified copy thereof must be deposited at the Registered Office of the Company at No. 5 Jalan Pelabur
23/1, 40300 Shah Alam, Selangor Darul Ehsan, not less than 48 hours before the time set for holding this
meeting or any adjournment thereof.

Explanatory Notes on Special Business:

Ordinary Resolution proposed under Item 6

This proposed resolution, if passed, will empower the Directors of the Company to issue shares from the
unissued capital of the Company up to an aggregate amount not exceeding 10% of the issued share capital of
the Company at the time of issue, for such purposes as the Directors consider would be in the best interest of
the Company. The approval is sought to avoid any delay and cost in convening a general meeting for such
issuance of shares. This authority will, unless revoked or varied by the Company in a general meeting, expire
at the conclusion of the next Annual General Meeting of the Company.

Statement Accompanying Notice Of Annual General Meeting

1.

The Twentieth Annual General Meeting of Tenco Berhad will be held at No. 5, Jalan Pelabur 23/1, 40300
Shah Alam, Selangor Darul Ehsan, Malaysia on Friday, 17 September 2004 at 10.30 a.m.

The Directors who are standing for re-election at the Twentieth Annual General Meeting are:-

Dato’ Tan Yik Huay
Leong Chun Yin

Details of the abovenamed Directors who are standing for re-election are set out in the Directors’ Profiles
section of this Annual Report. The Securities holdings of these Directors are disclosed under the section
of “Directors Shareholdings” of this Annual Report.

A total of six Board meetings were held during the financial year ended 31 March 2004. Details of
attendance of Directors holding office during the financial year are as follows:-

DIRECTOR ATTENDANCE
Dato’ Tan Yik Huay 6/6
Dato’ Lee Ow Kim 5/6
lan Ghee Eik Kai 6/6
Leong Chun Yin 6/6
Thurairatnam @ Samuel 6/6
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Dato’ Tan Yik Huay, Malaysian, aged 61, is a Non-Independent Non-Executive Director of the Company and
was appointed to the Board on 21 June, 2000. He is the Chairman of the Nomination Committee and a member
of the Remuneration Committee. He is a Fellow of the Chartered Association of Certified Accountants, United
Kingdom and a Fellow of the Institute of Chartered Secretaries and Administrators, United Kingdom. He is also
a member of the Malaysian Institute of Accountants. He joined the textile industry in 1973 as the Finance
Manager and later as the Executive Director of Pen Group of Companies, an international integrated group. He
is currently the Managing Director of Pen Apparel Sdn Bhd, a member of the TAL Group of Hong Kong.
Currently he is the President of the Malaysian Textile Manufacturers’ Association (MTMA) and the Vice
President of the Malaysian Textile Apparel Centre (MATAC) of which is a founder member. Dato’ Tan is the
Chairman of the Human Resources Development Bhd (PSMB) and a Council Member of the Federation of
Malaysian Manufacturers (FMM) and Vice Chairman of FMM Northern Branch. He is also currently the
Chairman of the Audit Committee of Jerasia Capital Bhd.

Dato’ Tan is the uncle of Leong Chun Yin (Executive Director of the Company) and Leong Pek Wha (major
shareholder of the Company). He has no conflict of interest with the Company and has had no convictions for
offences within the past ten years.

Dato’ Lee Ow Kim, Malaysian, aged 60, is an Independent Non-Executive Director of the Company. He was
appointed to the Board on 27 July 2000 and is the Chairman of the Audit Committee and ESOS Committee.
Dato’Lee is a member of both the Remuneration Committee and Nomination Committee and is also the Senior
Independent Director with whom investors may convey. He is a Fellow of the Chartered Association of Certified
Accountants, United Kingdom, a Fellow of the Chartered Institute of Management Accountants, United
Kingdom and also a member of the Malaysian Institute of Accountants ("MIA"). At present, he is the Executive
Director cum Company Secretary of the Pen-Group of Companies, an international chemicals and integrated
textile group. Prior to this, he was the Senior Financial Analyst of Esso Malaysia Berhad. Currently, Dato’ Lee
is the Chairman of the Federation of Malaysian Manufacturers Northern Branch and also serves as council
member of the Federation of Malaysian Manufacturers and the Penang Human Resource Development
Council. He is currently the Council Member for Area 16 (South East Asia) of Chartered Institute of Management
Accountants, United Kingdom, and the Immediate Past President of the Chartered Institute of Management
Accountants Malaysia Division. He is an alternate Director in Rosettanet Malaysia Berhad.

Dato’Lee does not have any family relationship with and is not related to any Director and/or major shareholder
of the Company. He has no conflict of interest with the Company and has had no convictions for offences within
the past ten years.

lan Ghee Eik Kai, Malaysian, aged 38, is an Independent Non-Executive Director of the Company and was
appointed to the Board on 6 November 2001. He is the Chairman of the Remuneration Committee and
members of the Audit Committee, Nomination Committee and ESOS Committee. He graduated from the
University of London with a LLB Degree in 1990. He further pursued and completed his Certificate of Legal
Practice in 1992. Mr lan chambered in Messrs Paul Chong & Kraal and was called to the Malaysian Bar on
17 September 1993. He subsequently worked in Messrs Ng & Ong as a legal assistant from 1993 to 1999.
Currently, he is one of the main partner in Messrs lan Ghee & Associates. He specialises in civil and corporate
litigation, company law, debt collection, industrial disputes, probate matter and conveyancing practice. He does
not have any other directorship in other public companies.

Mr lan does not have any family relationship with and is not related to any Director and/or major shareholder
of the Company. He has no conflict of interest with the Company and has had no convictions for offences within
the past ten years.
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Leong Chun Yin, Malaysian, aged 37, is an Executive Director of the Company. He was appointed to the Board
on 16 December 1999. He is a member of the Audit Committee, ESOS Committe and Remuneration
Committee of the Company. He holds a Bachelor of Accounting & Finance (Hons) degree from Manchester
Polytechnic of United Kingdom. Prior to joining Tenco Group, he was the Executive Director of Ridgemonde
Chemicals & Resins Sdn Bhd and Quality Coatings Sdn Bhd (now wholly-owned subsidiaries of Tenco Berhad).

Mr Leong sits on the Board of several private limited companies under Tenco Group, but does not have any
other directorship in other public companies. Mr Leong is the nephew of Dato’ Tan Yik Huay and brother of
Leong Pek Wha, a major shareholder of the Company. He has no conflict of interest with the Company and
has had no convictions for offences within the past ten years.

Thurairatnam @ Samuel, Malaysian, aged 58, is an Executive Director of the Company. He was appointed to
the Board on 21 June 2000 and is a member of the ESOS Committee. He is a chemist by profession and holds
a Bachelor of Science (Hons) degree majoring in Chemistry from the University of Malaya. He started his
career with Union Carbide as a Marketing Executive in Penang. In 1991, he left the Union Carbide Group to
start his own business.

Mr Samuel sits on the Board of several private limited companies under Tenco Group but does not have any
other directorship in other public companies. He does not have any family relationship with and is not related
to any Director and/or major shareholder of the Company. He has no conflict of interest with the Company and
has had no convictions for offences within the past ten years.

TENCO BERHAD
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The Board of Directors ("the Board") of Tenco Berhad ("the Company"” or "Tenco") recognises that corporate
governance is a continuous process and is therefore committed to direct and manage the Company in ensuring
that the Group practices good corporate governance in line with the Malaysian Code on Corporate Governance
(the "Code") in discharging its responsibilities to enhance shareholder value and to protect the interests of
shareholders.

In preparing this report, the Board has considered the manner in which the Company has applied the principles of
the Code and the extent to which it has complied with the Best Practices of the Code. The Board is of the opinion
that save as set out below, the Group has applied the principles set out in Part 1 of the Code and has complied with
the best practices set out in Part 2 of the Code throughout the financial year ended 31 March 2004.

(i) The Board
The Board of Tenco comprises two Executive Directors, two Independent Directors and a Non-
Independent Non-Executive Director. The profiles of the members of the Board are provided in the
Directors’ Profiles of this Annual Report. The Board is responsible for overseeing the conduct and
performance of the Group’s businesses and provides oversight for the Group’s internal controls.

The Board is of the opinion that the interests of shareholders of the Company are fairly represented
through the current composition and its size constitutes an effective Board to the Company. The wide
spectrum of knowledge, skills and experience of the Board members gives added strength to the
leadership which is necessary for the effective stewardship of the Group.

The Company practices a clear demarcation of responsibilities and a balance of power and authority. The
roles of the Executive Directors are clearly divided and they are responsible for the day-to-day running of
the business, implementation of Board policies and making operational decisions.

(i) Board Balance

All the Independent Directors are independent of Management and are free from any relationship that
could materially interfere with the exercise of their independent judgement. The two Independent
Directors of the Company which forms one third of the Board provides the Board with a good mix of
industry-specific knowledge plus broad business and commercial experience. They provide guidance,
unbiased, fully balanced and independent views, advice and judgement to many aspects of the Group’s
strategy so as to safeguard the interests of minority shareholders and to ensure that the highest standards
of conduct and integrity were maintained by the Group.

Dato’ Lee Ow Kim has been appointed as the Senior Independent Non-Executive Director to whom all
concerns regarding the Company may be conveyed.

(iii) Board Committees
The Board has delegated certain responsibilities to Board Committees which operate within clearly
defined terms of reference. The Committees are:
(a) Audit Committee
(b) Remuneration Committee
(c) Nomination Committee
(d) ESOS Committee

(iv) Supply of Information
The Board meets on a quarterly basis with additional meetings held whenever necessary. The board meet
six times during the year under review.

All Directors are provided with an agenda and at each Board meeting, the Executive Directors, Finance
Manager and/or other relevant Board members will brief on the Group’s activities and operations. The
issues would then be deliberated and discussed thoroughly by the Board prior to decision-making.
Proceedings of Board meetings are recorded and signed by the Chairman of the meeting.

All Directors whether as a full board or in their individual capacity have access to all information of the
Company on a timely basis in an appropriate form and quality necessary to enable them to discharge their
duties and responsibilities.

All Directors have access to the advice and services of the Company Secretaries and may seek
independent professional opinion and advice, whenever necessary, at the expense of the Group. The
appointment and removal of Company Secretaries are matters for the Board as a whole.

TENCO BERHAD
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In addition, the Board had a verbal understanding of matters reserved to itself for decision, including
amongst others, the approval of Group strategy and direction, acquisition and divestment policy, major
capital expenditures, significant financial matters and performance of the Group.

(v) Appointments to the Board
In cognizance of the recommendations of the Code, a Nomination Committee had been established
by the Board and comprises three Non-Executive Directors, two of whom are Independent. The
members of the Committee are:-
(a) Dato’ Tan Yik Huay - Chairman
(b) Dato’ Lee Ow Kim
(c) lan Ghee Eik Kai

The Committee is generally responsible to assess the effectiveness of the Board as a whole, the
committees of the Board and the contribution of each individual director. It would assess the size of
the Board and review the mix of skills and experience and other qualities required for the Board to
function completely and efficiently. Performance of Directors would be assessed on an on-going
basis to examine each individual Director’s ability to contribute to the effective decision making of the
Board. Upon assessing any proposed new nominees for appointment to the Board, the Committee
would make recommendations to the existing Board for the final decision-making.

Decisions on appointments of Directors are made by the Board after considering recommendations
by the Nomination Committee.

The Committee met during the financial year and after the close of financial year to assess the
effectiveness of the Board and the contribution of each individual Director as well as determined the
Directors standing for re-election.

(vi) Directors’ Training
The Company does not at present have a formal program for the orientation of newly appointed
Directors. The Board considers that the activities of the Group at this time are not so complex as to
warrant a formal program. However, all members of the Board have attended and completed the
Mandatory Accreditation Programme (MAP) conducted by the Research Institute of Investment
Analysts Malaysia (RIIAM). Directors are encouraged to attend further educational programmes and
seminars regularly to keep abreast of any new developments in the Bursa Malaysia Securities Listing
Requirements, other relevant legislation and regulations and to enhance their skills and knowledge.

(vii) Election/Re-election of Directors
In accordance with the Articles of Association of the Company, at least one third of the Directors shall
retire from office at each Annual General Meeting (AGM) and each Director shall stand for re-election
at least once every three years. Directors appointed by the Board are subject to election by
shareholders at the next AGM held through their appointments.

The Remuneration Committee that had been set up by the Board comprises of three Non-Executive
Directors, two of whom are Independent and an Executive Director. The members of this Committee are:-
(a) lan Ghee Eik Kai — Chairman
(b) Dato’ Tan Yik Huay
(c) Dato’ Lee Ow Kim
(d) Leong Chun Yin.

The remuneration of Directors is determined at levels which will enable the Group to attract and retain the
Directors needed to run the Group successfully. In the case of Executive Directors, they are to be appropriately
rewarded giving due regard to the corporate and individual performance. The level of remuneration of
Non-Executive Directors reflects their experience and level of responsibility undertaken by them.

The functions of the Committee shall include among others to recommend to the Board the framework of
executive remuneration and its cost and the remuneration package for each Executive Director. The
Committee also determines and recommends to the Board on the allowances to the Directors.

The recommendations of the Non-Executive Directors’ remuneration is a matter for the Board as a whole
subject to approval of shareholders at the AGM. Directors are not involved in the deliberation and
decisions on their respective remuneration packages.

TENCO BERHAD
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The Committee met during the financial year and after the close of financial year to review and recommend
to the Board the remuneration packages and benefits including fees of the Directors.

Details of remuneration of Directors of the Company is set out on page 38 of this Annual Report (Notes
to the Financial Statements.) The Board of Tenco is of the view that disclosure of the remuneration bands
of the Directors is sufficient and the details of the remuneration of each Director are not disclosed for
security and confidentiality reasons.

0]

(i)

0]

(i)

(iii)

Dialogue between Company and Investors

The Board acknowledges the importance for shareholders to be informed of all material business and
corporate matters affecting the Group. The Group’s performance is reported quarterly to Bursa
Malaysia Securities Berhad (BMSB) and the yearly business review is disclosure in the Annual
Report. Information is also disseminated in strict adherence to the disclosue requirement of BMSB.

Apart from contacts at general meetings, there is no formal program or schedule of meetings with
investors, shareholders, stakeholders and the public generally. However, the management has
the option of calling for meetings with investors/analysts if it deems necessary. Thus far, the
management is of the opinion that this arrangement has been satisfactory to all parties.

Any queries or concerns with regards to the Group may be conveyed to Dato’Lee Ow Kim being the
Senior Independent Director of the Company, at the following contact numbers:-

Telephone number : 03-5541 0612

Facsimile number : 03-5541 0132

Annual General Meeting

The Company uses the AGM as the primary way of communicating with shareholders. The Annual
Report together with the Notice of AGM are sent to shareholders at least 21 days before the date of
the meeting. The Executive Directors and Board members as well as the Auditors of the Company
are present to respond to all questions raised by the shareholders at the meeting. Status of all
resolutions proposed at the AGM is submitted to the BMSB at the end of the meeting day. Any special
business included in the notice of general meeting will be accompanied by an explanatory statement
of the effects of a proposed resolution.

Financial Reporting

The Directors have the responsibility to present a balanced and fair assessment of the Group’s
position and prospects in the Annual Reports to shareholders and quarterly reports to the BMSB. The
Audit Committee assists in reviewing the information for disclosure to ensure accuracy, adequacy and
completeness. The Board is also responsible to ensure that the accounting records of the Group are
properly kept.

Internal Control
The Internal Control Statement of the Tenco Group is set out on page 16 of this Annual Report.

Relationship with Auditors

The role of the Audit Committee in relation to the External Auditors may be found in the Audit
Committee Report on page 11 of this Annual Report. The Company has always and would continue
to maintain a close and transparent relationship with its External Auditors in seeking professional
advice and ensuring compliance with the appropriate accounting standards.

TENCO BERHAD
ANNUALREPORT 2004

JUSLUBIE)S 9DUBLLIBAOS) d)e10di09)



uoneuLioju] adueljdwon jeuonippy

Neither the Company nor any of its subsidiaries had entered into any material contract which involved
Directors’ and/or major shareholders’ interest, either subsisting at the end of the financial year, or which
were entered into since the end of the previous financial year.

During the financial year ended 31 March 2004, the Company does not have a scheme to buy back
its own shares.

No options were exercised during the financial year ended 31 March 2004. The Company has not issued
any warrants or convertible securities in respect of the financial year under review.

The Company did not sponsor any ADR or GDR programme in the financial year ended 31 March 2004.

During the financial year under review, there were no sanctions and/or penalties imposed on the Company
and/or its subsidiary Companies, Directors or Management arising from any significant breach of
rules/guidelines/legislation by the relevant regulatory bodies.

For the financial year ended 31 March 2004, the Group does not pay any non-audit fees to the External
Auditors.

There is no significant variance in the Tenco’s audited results for the financial year ended 31 March 2004
from the unaudited results as previously announced.

The Group had not adopted any revaluation policy in relation to its landed properties.

Refer to Note 30 of the financial statements on page 50 of this Annual Report.

TENCO BERHAD
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The Directors of the Company are required to ensure that the financial statements for each financial year
are properly drawn up in accordance with the provisions of the Companies Act, 1965 and approved
accounting standards in Malaysia so as to give a true and fair view of the state of affairs of the Group and
the Company as at the end of the financial year and of the results and cash flows of the Group and the
Company for the financial year.

The Directors are satisfied that in preparing the financial statements of the Group for the financial year
ended 31 March 2004, the Group has used suitable accounting policies and applied them consistently,
prudently and reasonably. The Directors also consider that all applicable approved accounting standards
have been followed in the preparation of the financial statements.

The Directors have responsibility for ensuring that the Group keeps sufficient accounting records which
disclose with reasonable accuracy, the financial position of the Group and the Company and which enable
them to ensure that the financial statements comply with the Companies Act, 1965.

TENCO BERHAD
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The members of the Audit Committee (the “Committee”) for the financial year ended 31 March 2004 are:

DATO’ LEE OW KIM Chairman
Independent Non-Executive Director

IAN GHEE EIK KAI Member
Independent Non-Executive Director

LEONG CHUN YIN Member

Executive Director

1.

Composition

a.

The Committee shall be appointed by the Board of Directors from amongst the Directors of the
Company and shall comprise of not less than three (3) members, a majority of whom shall be
Independent Directors.

At least one member of the Committee must be a member of the Malaysian Institute of Accountants
or similar qualification as specified in Part | or Part Il of the 1st Schedule of the Accountants Act, 1967
with at least three (3) years’ working experience.

No Alternate Director is to be appointed as a member of the Committee.

The members of the Committee shall elect a Chairman from among their numbers who shall be an
Independent Director.

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

The term of office and performance of the Committee and each of its members must be reviewed by
the Board of Directors at least once every three (3) years to determine whether the Committee and
its members have carried out their duties in accordance with their terms of reference.

Authority

a.

The Committee is authorised to investigate any matter within its terms of reference and to seek any
information it requires from any employees and all employees are directed to co-operate with any
request made by the Committee.

The Committee is authorised to obtain outside legal or other independent professional advice and to
secure the attendance of outsiders with relevant experience and expertise if it considers this
necessary.

The Committee shall have unrestricted access to both the Internal and External Auditors and is able
to convene meetings with the External Auditors, excluding the attendance of the executive members
of the Committee, whenever deemed necessary.

Functions

The functions of the Committee shall be amongst others:-

() To review and report the following to the Board of Directors of the Company:-

(&) the audit plan, with the External Auditor;
(b) the audit report, with the External Auditor;

(c) the assistance given by the employees of the Company to the External Auditor;

11 TENCO BERHAD

ANNUALREPORT 2004



(d) the internal audit function:-
(i) the adequacy of the scope, functions and resources of the internal audit functions and that
it has the necessary authority to carry out its work;

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

(iii) the evaluation of the system of internal controls, with the External Auditors.

(e) 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;

(i) significant and unusual events; and
(i) compliance with accounting standards, regulatory and other legal requirements.

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

(g) any letter of resignation from the External Auditors of the Company;

(h) whether there is reason (supported by grounds) to believe that the Company’s External Auditor
is not suitable for re-appointment;

(i) matters arising from the audit with the External Auditor including any report or management letter
thereon.

(1) To recommend the nomination of a person or persons as External Auditors.
(1) To carry out such other functions as may be agreed to by the Audit Committee and Board of Directors.

4. Meetings

(a) Meetings shall be held not less than four (4) times a year. The External Auditor may request a meeting by
notifying the Secretary if they consider it necessary.

(b) Aquorum shall be two (2) members, majority of whom must be Independent Directors.
(c) The Finance Manager, the Head of Internal Audit and a representative of the External Auditor shall
normally be invited to attend any meeting of the Committee. Other Board members and employees may

also attend any particular Audit Committee meeting upon the invitation of the Committee.

(d) The Company Secretary shall be the Secretary of the Committee and will prepare and circulate the minutes
of the meetings to the Committee members, the rest of the Board of Directors and External Auditor.

Five (5) Committee meetings were held in the financial year and details of attendance of the Committee
members are as follows:-

Member Attendance
Dato’ Lee Ow Kim 5/5
lan Ghee Eik Kai 5/5
Leong Chun Yin 5/5

By invitation, other Board members, Finance Manager and representatives of the External Auditors were
present to brief the Committee on specific issues, with the Company Secretary in attendance.

TENCOBERHAD 1o
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During the financial year, the Committee carried out its duties as set out in its terms of reference. The
Committee reviewed the unaudited quarterly financial statements and audited annual financial statements of
the Group to ensure compliance with approved accounting standards and adherence to other regulatory
requirements prior to submission to the full Board for consideration and approval.

The Committee also assessed the significant issues set out in the management letter arising from the audit of
the Group by the External Auditors for the year and seeks clarification and an explanations from Management
of the Company on issues noted in the audit reports.

The proposed audit fees for the External Auditors in respect of their audit of the Group and the Company had
been reviewed by the Committee who had also considered the re-appointment of the External Auditors for
recommendation to the shareholders for approval.

In performing its functions, the Committee reviewed the internal control system of the Group and made
recommendations to the Board and Management on improvement of internal controls, procedures and systems
and other matters noted by the Committee.

The Company had set up an Internal Audit Department during the year to carry out the internal audit function
to review and evaluate the adequacy and effectiveness of the internal control system of the Group. Reports on
audit finding together with recommended action plan are presented to the Audit Committee Meeting for review
and implementation.
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On behalf of the Board of Directors of Tenco Berhad, we are pleased to present to you the Annual Report and
Audited Financial Statements of the Group and the Company for the financial year ended 31 March 2004.

The Group registered a turnover of RM59,612,344 for the year which was slightly higher compared with
RM59,172,772 in the previous year.

The Group recorded a lower pre-tax loss of RM3,738,000 (2003 : RM4,225,000). The improvement in the
results was mainly attributed to cost cutting measures such as reducing head count and the streamlining of our
businesses.

The Group continued to focus on its core activities which have been streamlined into 4 Strategic Business
Groups.

The 4 Strategic Business Groups (SBG) are :-

1. Cooling Technologies and Electronics ;
2. Adhesives and Hardware ;

3. Polymer and Coatings ; and

4. Toll Manufacturing

1. Cooling Technologies And Electronics

This SBG continues to show strong growth. The air-conditioning and refrigeration segment showed
strong growth due to the strong demand for air-conditioning units especially in the export market. The
domestic market remains competitive with rising raw material prices which impacted the profitability of
the SBG.

On the Electronics segment, the year has been good with strong growth in the hard disc drive and the
electronics industry.

2. Adhesives And Hardware

The business proved challenging and remains highly competitive with existing and new players
continuing to drive margins down. This was further aggravated by the rising cost of raw materials due
to increase in oil prices.

3. Polymer And Coatings

The overall business was strong with contribution derived from the polymer business.
However, the rising cost of raw materials have affected the profit margins.

The coating business remains competitive with many players in the market. However, our presence in
certain niche markets have proven to be profitable.

4. Toll Manufacturing

The toll manufacturing business showed good results during the year as we managed to secure
continuous toll contracts. The business was not affected by the rising cost of raw materials as we only
charge a toll fee for the products manufactured.

TENCOBERHAD 14
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We foresee that streamlining the Group’s businesses into the 4 SBG will allow the Group to exploit it's strengths
and capitalise on opportunities.

The Group is in the midst of a Restructuring Exercise. The Restructuring Agreement signed on 8 March 2004
with the incoming investor will place the Group on a stronger platform for sustainable growth.

The business outlook continues to be challenging especially with the rising cost of raw materials.

On behalf of the Board of Directors, we wish to convey our sincere appreciation to the Management and Staff
of the Group for their services and dedication.

The Board also expresses its appreciation to the shareholders, customers and suppliers of the Company and
the Group for their continuous support.

On behalf of the Board of Directors

LEONG CHUN YIN
THURAIRATNAM @ SAMUEL
Executive Directors

15 TENCO BERHAD
ANNUALREPORT 2004



Pursuant to paragraph 15.27(b) of the Bursa Malaysia Listing Requirements, the Board of Director of Tenco
Berhad is pleased to provide the following statement on the state of Internal Control of the Group and its
subsidiaries for the financial year ended 31 March 2004, which has been prepared in accordance with the
“Statement on Internal Control - Guidance for Directors of Public Listed Companies” issued by the Institute of
internal Auditors Malaysia and adopted by the Bursa Malaysia.

The Board acknowledges its overall responsibility for maintaining a sound system of Internal Control, and for
reviewing its adequacy and integrity to safeguard shareholders’ investment and the Company’s assets. The
review of the Group’s system of Internal Control is a concerted and continuing process. In the pursuit of this
objective, the Directors are aware that the systems of Internal Control are designed to manage rather than
eliminate the risk of failure to achieve the Group’s objectives and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The principal features of the Groups’ system of Internal Control can be summarized as follows:

(@) Reporting and Review of Financial Performance
Scheduled meetings are held at operational and management levels to identify, discuss and resolve
business and operational matters. Monthly and quarterly review of financial results and forecasts are held
for all business within the Group. Operational and financial performance are regularly monitored with
formulation of action plans to address any areas of concern.

Quarterly, interim and full year results of the Group’s state of affairs are disclosed to the shareholders after
review and approval by the Board.

(b) Staffing Policies
Policies and procedures on hiring and training scheme of staff have been established at Group level with
individual business units having the flexibility to adapt these policies for their specific needs. Staffs are
guided on where and how they can contribute and their knowledge and skill continuously upgraded to
enable them to meet the demand of their working environment.

(c) Authority and Accountability levels
The Group has a well defined organization structure with clear lines of accountability, approval and control
procedures to provide a sound framework within the organization in facilitating proper decision making at
the appropriate authority levels of management including matters that require Board approval.

(d) Internal Control
The Group monitors Internal Control compliance through management review and periodic check by audit
personnel. Weaknesses and non-compliance are reported to the Audit Committee together with
recommendation for improvement.

(e) Head of Department Meeting
The Group conducts regular meetings of Senior Management which comprises the Executive Directors
and all Divisional Heads. The meeting will discuss and decide on all operational issues that arise and to
inform all Divisional Heads on implementation of all major policies and strategic directives. The Executive
Directors will also take the opportunity to assess the effectiveness of policies implemented and obtain
feedback on market and environment in which it operates.

The process of identifying, evaluating and managing the key risks within the Group are an integral part of the linternal
Control framework. The Board has reviewed risk management process of certain identified business entities within the
Group and acknowledges that effective risk management is an integral part of good business management practice.

The process of risks assessment and management is an ongoing process which is being carried out at each
level of operations. This process is monitored by the Board to ensure the adequacy and integrity of the system
of Internal Control.

Management is responsible for the identification, evaluation and mitigation of risks applicable to their areas of
business with the assistance of properly designed and implementation of Internal Control processes.
Management reports findings on a regular basis to the Audit Committee, who will assess the report on behalf
of the Board. Senior Management reports to the Board on significant changes in the business environment that
present new risks to the business entities within the Group.

The Board will continue to pursue its objective of identifying and management of risks associated with the
operation of the Group and to take the necessary measures to strengthen its Internal Controls as a way of
ensuring the success of the business of the Group.
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GROUP FINANCIAL HIGHLIGHTS for the Year Ended
31 March 2004

Turnover Loss Before Tax Loss After Tax  Shareholders’Funds  Loss Per Share
RM59,612,344 RM3,737,653 RM3,817,640 RM4,739,253 7.3 sen

FIVE YEARS’ FINANCIAL PERFORMANCE

Turnover

Year RM
2000 49,724,107
2001 68,429,466
2002 59,142,723
2003 59,172,772
2004 59,612,344

Profit/(Loss) Before Tax

Year RM
2000 1,427,726
2001 (1,230,567)
2002 (2,606,856)
2003 (4,224,904)
2004 (3,737,653)

Shareholders’ Funds/(Deficit)

Year RM

2000 18,519,766
2001 16,661,104
2002 13,309,739
2003 8,959,427
2004 4,739,253

Earnings/(Loss) per share (sen)

Year SEN
2000 6.8
2001 (3.4)
2002 (6.1)
2003 (8.4)
2004 (7.3)
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The Directors present their report and the audited financial statements of the Group and of the Company for
the year ended 31 March 2004.

PRINCIPAL ACTIVITIES

The principal activities of the Company are that of investment holding and provision of management services
whilst the principal activities of the subsidiary companies are disclosed in Note 11 to the financial statements.

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

Group Company
FINANCIAL RESULTS RM RM
Loss for the year after taxation 3,817,64 393,552

The results of the operations of the Group and of the Company for the financial year'were not;.in the opinion of
the Directors, substantially affected by any item, transaction or event of a material and unusual nature other
than those disclosed in the financial statements.

DIVIDENDS

No dividend has been paid or declared by the Company since the end of the previous financial year.
The Directors do not recommend any dividend for the financial year ended 31 March 2004.

RESERVES AND PROVISIONS

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

ISSUE OF SHARES
During the financial year, no issue of shares was made by the Company.

OPTIONS GRANTED OVER UNISSUED SHARES

No options were granted to any person to take up unissued shares of the Company during the year apart from
options pursuant to Employees’ Share Option Scheme (ESOS).

Under the Company’s Employees’ Share Option Scheme which became operative on 16 May. 2000, options to
subscribe for ordinary shares of RM1 each at an option price of RM1.84 were made available to eligible
employees and Executive Directors of the Group.

The main features of the ESOS are :-

a) The eligibility for participation in‘the ESOS is at the discretion of the ESOS Committee. It is open to any
eligible employees and Executive Directors of the Group with at least one (1) year continuous service with
the Tenco Group. For an employee of-any of the subsidiaries of the Tenco Group, the employee must
complete at least one (1) year of continuous service following the date such company is deemed to be a
subsidiary of Tenco Group.

b) The total number of shares to be offered under the ESOS and options to be offered under any future
schemes shall not exceed 10% of the total issued and paid up share capital of the Company at any point
in time during the duration of the Scheme.

c) No option shall be granted for less than 1,000 shares nor more than:500,000 shares unless so adjusted
pursuant to (e) below.

d) The option price for each ordinary share of RM1.00 each shall be the average of the mean market
guotation of Tenco shares as shown in the Daily Official List of the BMSB for the five (5) market days
preceeding the Offer Date.

e) The number of outstanding options to subscribe for shares or the option price or both may be adjusted
following any issue of additional shares, by way of right or capitalisation of profits or reserves made by the
Company while an option remains unexercised.
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f)  Where option exercisable within a particular year is not fully exercised, the percentage unexercised shall be
carried forward to the next year and shall not be subject to the maximum percentage for the next year
provided that no option shall be carried forward beyond the Option period ending 10 March 2005 subject
however to any extention or renewal of the scheme as may be approved by all the relevant
parties/authorities in accordance with the Bye-Laws of the scheme.

g) The ordinary shares issued under the ESOS are in the same class and shall rank pari passu in all respects with
the existing ordinary shares of the Company.

The movement in the number of unexercised options to take up new ordinary shares of RM1.00 each of the
ESOS are as follows :-

Number of Share Options

At 1 April 2003 1,961,000
Granted during the year -
Exercised during the year -
Lapsed due to resignations (340,000)

At 31 March 2004 1,621,000

The options granted do not confer any right to participate in any share issue of any other company.

DIRECTORS
The Directors who served since the date of the last report are:-

DATO’ TAN YIK HUAY

DATO’' LEE OW KIM

IAN GHEE EIK KAl

LEONG CHUN YIN
THURAIRATNAM @ SAMUEL

TeooTe

The shareholdings in the Company of those who were Directors at the end of the financial year, as recorded in the
Register of Directors' Shareholdings kept by the Company under Section 134, are as follows:-

As at As at
Direct Interest 1.4.2003 Bought Sold 31.3.2004
THURAIRATNAM @ SAMUEL 15,000 - - 15,000
LEONG CHUN YIN 205,000 - - 205,000
Indirect Interest held through body
Corporate
LEONG CHUN YIN 16,528,000 - - 16,528,000

The other Directors did not hold shares in the Company as at the end of the year.

In accordance with Article 88 of the Company's Articles of Association, Dato’'Tan Yik Huay and Leong Chun Yin retire
by rotation and being eligible, offer themselves for re-election.
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DIRECTORS' BENEFITS

Since the end of the previous financial year, no Director has received or become entitled to receive any benefit
(other than those benefits disclosed in the financial statements) by reason of a contract made by the Company
or a related corporation with the Director or with a firm of which he is a member, or with a company in which
the Director has a substantial financial interest other than any benefits which may be deemed to have arisen
from the transactions entered into by the Company as mentioned in Note 30 to the financial statements.

During and at the end of the financial year, no arrangements subsisted to which the Company is a party whose
object is to enable the Directors to acquire benefits by means of the acquisition of shares in or debentures of the
Company or any other body corporate except for the Employees’ Share Option Scheme as mentioned above.

OTHER STATUTORY INFORMATION

a) Before the income statement and balance sheet of the Group and of the Company were made out, the
Directors took reasonable steps :-
i)  toascertain that proper action has been taken in relation to the writing off of bad debts and the making
of provision for doubtful debts and satisfied themselves that all known bad debts had been written off
and that adequate provision had been made for doubtful debts;

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

b) At the date of this report, the Directors are not aware of any circumstances which would render :-
i)  the amount written off for bad debts or the amount of the provision for doubtful debts in the Group
and the Company inadequate to any substantial extent;

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

c) Atthe date of this report, the Directors are not aware of any circumstances 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:

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

e) As at the date of this report there does not exist :-
i) any charge on the assets of the Group or of the. Company which has arisen since the end of the
financial year which secures the liabilities of any other person; or

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

f)  In the opinion of the Directors :-
i) no contingent liability or other liabilities has become: enforceable or is likely to become enforceable
within the period of twelve months after the end of the financial year which will or may affect the ability
of the Group or of the Company to meet their obligations when they fall due;

i)  no item, transaction or event of a material and unusual nature has arisen.in the interval between the
end of the financial year and the date of this report which is likely to affect substantially the results of
the operations of the Group or of the Company for the financial year in which: this report'is made.
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SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR
Significant events during the financial year are disclosed in Note 35 to the financial statements.

EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE
Events subsequent to the balance sheet date are disclosed in Note 36 to the financial statements.

AUDITORS

The auditors, Tai,Yapp & Co., have expressed their willingness to continue in office. Signed on behalf of the
Board in accordance with a resolution of the Directors

LEONG CHUN YIN

THURAIRATNAM @ SAMUEL

Kuala Lumpur
Dated: 30 July 2004
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2004
Mals RM
Revenue & &8,812, 344
Cost of goods scid 48,229,733
Grome profit 10,382,611
Qther aparating income 542,822
Direct expenses (566,750)
Distribution costs (525,030)
Adminigtrafive expenaeg {5,785, 1:46)
Other operating expenses 5,695,140
Loxss from oparalions (1,626,633)
Finance costs 111
Loss pators taxation T (3,737.653)
Taxation 8 (79,987}
Loss after taxation (3817 8a0)
Lesss per ordinary shane (san) - Basic 8 (7.3)

2003
RM

58172 7T2

{46 585,241}
12,183,631

4T
(861,560)
(696,666)
{7,588 581)
{5,405 078)
11,930,863)
__{2.285,001)
8,224,904)
(145,228)

(4.370.133)

— (8]

The accompanying notes form an integral part of the financial statements.
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Administrative axponses
Cihar aparting expoenses
Losa from operations
Financa coate

Loss befors tamation
Taxation
Loss after taxation

The accompanying notes form an integral part of the financial statements.
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2004 2003
Nota RM AM
8 372,042 585,626
{161,860} {444 THE)
{500.441) (478.122)
{280,386} {338,285}
(89,301) 118,
T (389,600} {457,110}
8 {3,882} {23,778)



NHON CURRENT ASSETS
Property, plant and equipment

Gaodwill on consolidadon
CURRENT ASSETS

Trado rocalvabion

Ctthar receivabies, deposits and prepayments
Tt recovarable

Fixed deposis with icensad banks

Cash and bank balances

CURRENT LIABILMES

Trade payables

Bills payable

Qther payables and accruals
Hire purchase payables
Restruciured tenm oans
Bank ocvendrafl

Taxation

NET CURRENT LIABILITIES

Financad by :-
BHARE GAPITAL

SHAREHOLDERS' FUNDS
NON CURRENT LIABILITIES

Hire purchase payabiss

Nota

10
12
13

14
gL+
16

18

18
21
23

2004 2003
RM M
10,458,318 12,130,444
580 850 580,550
3428218 4. 740 588
8,80 530 8,035 177
15,701,637 17,788,835
1,345,572 585, 544
468,024 1,883, 158
4 407 833 3,882 DiE2
3405473 47726
34,247,758 35 183 000
5 520,101 6,543 832
2,295,008 2,372,542
11,245,484 8,288, 22
48,837 45,035
24,459 688 24,450 BEB
17,289 .
F23.B58 1628534
43,810,068 " 44,340 057
(9,562,308} {B,166,85T)
4,944 078 9,784,725
52 200,000 52,200,000
{47 460,747} (43,240,573)
4,739,253 8,558,427
“““““ﬁﬁﬁ“‘} i“wiz““,m”‘l
158,300 _ 273,000 |
205,725 325,268
4944878 9,284,726

The accompanying notes form an integral part of the financial statements.
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NON CURRENT ASSETS

Proparty, plant and eqguépment

Envesimenis in subsidiany companias
CURRENT ASSETS

Cther receivables, deposits and prepaymants

Amount owing by subsidiany companas
Tax recouvehabie
Caah g bank balances

CURRENT LIABILITIES

Othar payabiss and actruals

Amount owing o subsidiary companias
Restructened benm loans
Taxaton

NET CURRENT ASSETS

Flnancesd by :-

SHARE CAPITAL
REZSERVES

BHAREHOLDERE FUNDS

The accompanying notes form an integral part of the financial statements.
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10
"

16
Lt

21
T

2004 2003
RM RM

5 987 8,207
29,360,870 20,399,880
4. 000 1,000
34,182,556 34,200,048
143,224 1,554,000
34,840 59,866
AR 814
1,138,559 924,068
1,748,133 1,699,580
1,346,500 1,348,580
1,410,778
4,233 202 5,381,027
30,131,335 30,523,867




Consolidated Statement Of Changes In Equity
For The Year Ended 31 March 2004
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Baianca st 1 Apri 2002
Met lnas for the year
Balance st 31 March 2003
Met loss for the year

Baiance at 31 March 2004

The accompanying notes form an integral part of the financial statements.
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Share Unappropriated
Capital Prafit
RM RM
52,200,000 8211633
- {400,889)
52,200,000 7,730,744
- {383,552)
7,337,192

Total

60,441,633

58,930, 44
{383,552)
59,537,152



CASH FLOWS FROM CPERATING ACTRITIES
Loss bafora imedion

Adustmants for -

impalrmeant kosses on short term leasehald land

nnd basiding

impairment losses on freehold fand and building

Property. piant and equipment writien of
Amortisation of goodcwil on consolidason

Bapraciation and smortisation of proparty, plant

and equipme

Logai{(ain) on disposal of property, plant and
oL prrnd

Loss on disposal of subsidiary companies

Fangign exchangs transliation

Unraafsed gein on foreign axohange

inlerast expanss

inbereat income

Ganoml provision Tor doubti dalbibs

Spacific provision for doubiful debis

Specific provislon for doubtiul debte recovened

Dividand ingomes

Praliminary axpansas

Operafing profiliioss) befora working capial changes

(kncrease)Decraase in Imweniories
Dacroais in moalvabios

Dwcraase in payablas
Cash genamted fromfabearbed in) operations
interest paid

irlaros] racoivad
Tax paid

Mol cash provided by/(usad in) oporating aciviies

(3,737 653)

108,708
£33, 781

457
84,912

1,320,238

B2,784
2
(52411}

2,110,301

(177,183}
113,979
230

{183,673}
—.. R

312,853

(786,353)
1,820,792

(4115878}
M7 208

(148,268)
177,143

e AT AZE)
1,602

(4,224,904}

1434
e, 0er

1,329,573
(82,819}
(08}
{7.754)

2,284 453
{130,634}

48,434
53,400

{8,800}
(87,588)
{18,481}

48,110
1,234 847
2183473

(322177}

{130,844}
130,838
{317,066}

(6:39,448)
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2004 2002
RM RM

CASH FLOWS FROM INVESTING ACTIVITIES

Proliminary axpansas inourmod {8, B00)

Placamant of ficed deposits {515,571) -

Withdawal of foced doposits - 383,388

Proceads from dispesal of property, plamt and

Bquipmant 176,718 118,005

MNat outflow Fom disposal of subsidiary companies ] -

Purchase of property, plant and equiprmant (442,072) (1,434,841}

Dividend receiad &7,.568 58,177
Net cash usad In investing activities (700, 159) (893,371)
CASH FLOWS FROM FINANCING ACTIVITIES

Recaipt of shortfall of proft guarantes - 2,565,270 |

Repayment of hire-purchase payables {41,075} {46,129
Mel cash {used in)provided by finanding actvibes {41&;5! 2,508,141
NET (DECREASEINCREASE IN CASH AND

CASH EQUIVALENTS {738,542} 78321
CABH AND CASH EQUIVALENTS BROUGHT

FORWARD 4 217 Ta8 3,241 405
CASH AND CASH EQUIVALENTS CARRIED

FORWARD &41'%:15-1 4@1?.‘126
Mote ;-
Cash and cash squivalents :-

Cash and bank balances 3486 473 4. 217, T28

Bank overdraft {17, 284) -

3478 184 4 217 726

The accompanying notes form an integral part of the financial statements.
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CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxetion
Adiusbments for -

Daprecistion

IndiEnes! income

Irémrast expenses

Loss on disposal of subsidiary companiss
Doeraling icas befone working capits! changes

Increass in recehvables
Incraase in payubles

Cash absorbed in opemations

Tax paid
Inierest received

Nel cosh {Used inlprovided by operating activlies
CASH FLOWS FROM INVESTING ACTIVITIES
Purchose of subsidiary companios
Purchasa of proparty, plant and squipment
Proceeda fram dispoesl of subsidiary companiaa
Net cash used in Investing activitles

NET (DECREASE)INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS BROUGHT
FORWARD

CABH AND CASH EQUIVALENTS CARRIED
FORWARD

Noto :
Cash and cash squivalants :-

Cash and bank balances

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

2004 2003
RM RM
a8, 80) {457 110}
1,00 561
. {118,825)
9,301 118,825
— 3 =
{288,378) {458,559
104,482 (389,478}
163,733 T7E.810
(21,451} (75,127
(3,852) -
. 118
{26,013) 43,608
{18} -
- {4.90949)
.......................... 3
(13) {4,898)
(25,026) 33,608
58,866 21,167
34,840 55 366
. J—
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GENERAL INFORMATION

The Company is a public limited liability company incorporated and domiciled in Malaysia. It is listed on
the Second Board of Bursa Malaysia Securities Berhad.

The Company’s registered office and principal place of business are at No. 5, Jalan Pelabur 23/1, 40300
Shah Alam, Selangor Darul Ehsan.

The financial statements are presented in Ringgit Malaysia.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s activities expose it to a variety of financial risks, including foreign currency risk, interest rate
risk, credit risk and liquidity risk. The Group’s overall financial risk management objective is to ensure that
the Group creates value for its shareholders. The Group focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the financial performance of the Group.
Financial risk management is carried out through risk reviews, internal control systems, insurance
programme and adherence to Group financial risk management policies. The Board regularly reviews
these risks and approves the treasury policies, which covers the management of these risks.

Derivative financial instruments are used to reduce exposure to fluctuations in foreign exchange rates and
interest rates. While these are subject to the risk of market rates changing subsequent to acquisition, such
changes are generally offset by opposite effects on the items being hedged.

The Company does not hold or issue derivative financial instruments for trading purposes.

2.1 Foreign Currency Risk

Foreign exchange risk arises as the Group engages in transactions that are denominated in foreign
currencies, mainly Singapore Dollar and Canada Dollar. In addition, the Group is exposed to foreign
currency movements on its investments in foreign subsidiary companies. Foreign currency risk is
mitigated as most exchange differences arise from translation of monetary items that in substance
form part of the Group’s net investments in foreign entities. These exchange differences are taken to
translation reserve instead of to the income statement.

2.2 Liquidity Risk
The liquidity risk of the Group is minimal as it maintains adequate working capital to meet its
obligations as and when they fall due.

2.3 Interest Rate Risk
The Group’s exposure to interest rate fluctuations are in respect of :
a) fixed deposits with licensed banks that attracts interest income.
b) hire purchase obligations of which the interest rate is fixed.

c) hill payables and restructured term loans of which the interest rates vary with reference to the
base lending rates of the bank.

However, the fluctuation in interest rates, if any, is not expected to have a material impact on the
financial performance of the Group.

2.4 Credit Risk

This involves the risk that counter parties may be unable to meet the terms of their agreements. The
Group has no major concentration of credit risk and the Group manages these risks by monitoring
credit evaluations and limiting the aggregate exposure to any counter party.

The Group places its cash and fixed deposits with credit worthy financial institutions.

The carrying amount of financial assets recorded in the financial statements, net of any allowance for
losses, represent the Group’s maximum exposure to credit risk.
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BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements of the Group and of the Company have been approved by the Board of Directors
for issuance on 30 July 2004.

The financial statements of the Group and of the Company have been prepared in accordance with
applicable approved accounting standards in Malaysia and the provisions of the Companies Act, 1965.
This requires the Directors to make estimates and assumptions that affect'the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

SIGNIFICANT ACCOUNTING POLICIES

4.1

4.2

4.3

4.4

45

Basis of Accounting

The financial statements of the Group and of the'Company have been prepared under the historical
cost convention and other measurement basis otherwise .indicated in the ‘respective. .accounting
policies as set out below.

Basis of Consolidation

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

Under the acquisition method of accounting the results of subsidiary.companies acquired or disposed
off are included in the consolidated financial statements from the date of acquisition or up to the date
of disposal. Inter-company transactions. are eliminated on consolidation and the consolidated
financial statements reflect external transactions only.

The difference between the acquisition price and the fair values of the subsidiary companies’ net assets
acquired is reflected as goodwill or reserve on consolidation. Goodwill on consolidation is stated at cost
less accumulated amortisation and impairment losses, if any. It is amortised over a period of ten years
from the effective date of acquisition.

Investment in Subsidiary Companies

A subsidiary Company is a Company in which the Group has power to: exercise control over the
financial and operating policies so as to obtain benefits from its activities.

Investment in subsidiary: companies which are eliminated on consolidation are stated at cost less
impairment losses, if any.

Investments

Investments in unquoted shares and transferable: Club-Memberships which are held as long term
investments are stated at cost less impairment losses, if any.

Property, Plant and Equipment

Freehold land is stated at cost less impairment losses, if any and is not depreciated. All other property,
plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any.

Depreciation is calculated to write off the cost of other property, plant and equipment on a straight-
line basis over the estimated useful lives of the assets concerned. The principal annual depreciation
rates used for this purpose are as follows :-

%

Buildings 2

Short term leasehold land over the remaining
lease period

Furniture, fixtures, fittings and office equipment 10-20

Plant and equipment 10-20

Vehicles 20

Fully depreciated property, plant and equipment are retained in the financial statements until they are
no longer in use.
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4.6

4.7

4.8

Income Taxes

Income tax on the profit or loss for the year comprises current and deferred tax and any adjustments
to tax payable in respect of previous years.

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

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

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is
realised or the liability settled, based on tax rates that have been enacted or substantially enacted at
the balance sheet date. It is recognised in the income statement, except when it arises from a
transaction which is recognised directly in equity, in which case the deferred tax is also charged or
credited directly in equity.

Impairment of Assets

The carrying amount of the Group’s and Company’s assets other than inventories, assets arising from
construction contracts, deferred tax asset and financial assets (other than investment in subsidiaries,
associates and joint ventures) are reviewed for impairment where there is an indication that the
assets might be impaired. Impairment is measured by comparing the carrying values of the assets
with their recoverable amounts and the impairment loss is recognised whenever the recoverable
amount is less than the carrying amount of the asset.

The impairment loss is charged to the income statement immediately except for the impairment on a
revalued asset where the impairment loss is recognised directly against the revaluation surplus
account to the extent of the surplus credited from the previous revaluation for the same assets with
the excess of the impairment loss charged to the income statement. Subsequent increase in the
recoverable amount of an asset is treated as reversal of the previous impairment loss and is
recognised to the extent of the carrying amount of the assets that would have been determined had
no impairment loss been recognised. The reversal is recognised in the income statement immediately
except for the reversal of an impairment loss on a revalued asset where the reversal of the
impairment loss is treated as a revaluation increase and credited to the revaluation surplus account
of the same asset.

The impairment loss in respect of goodwill is not reversed unless the loss was caused by a specific
external event of an exceptional nature that is not expected to recur, and subsequent external events
have occurred that reverse the effect of the specific event. In respect of other assets, an impairment
loss is reversed if there has been a change in estimates used to determine the recoverable amount.

Foreign Currencies Conversion

48.1 Transactions in Foreign Currencies
Transactions in foreign currencies are converted into Ringgit Malaysia at the exchange rates
ruling at the time of transactions or at contracted rates where applicable. Foreign currency
assets and liabilities are converted at the exchange rates ruling at the balance sheet date. All
exchange differences are dealt with in the income statement.

4.8.2 Translation of Foreign Currency Financial Statements
Assets and liabilities of foreign subsidiary companies are translated into Ringgit Malaysia at the
rates of exchange ruling at the balance sheet date and the results of foreign subsidiary
companies are translated at the average rate of exchange for the year. Exchange differences
arising from the retranslation of the opening net investments in foreign subsidiary companies
and from the translation of the results of those subsidiary companies at the average rate are
dealt with through the Translation Adjustment Account.
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The exchange rates ruling at balance sheet date used for each unit of foreign currencies to Ringgit
Malaysia are as follows :-

Average Rate Year End
2004 2003 2004 2003

1 United States Dollar 3.80 3.80 3.80 3.80
1 Singapore Dollar 2.20 2.10 2.26 2.12
1 Canadian Dollar 2.86 2.54 291 2.54
1 Sterling Pound 6.94 6.04 6.94 6.04

4.9

4.10

411

4.12

4.13

Inventories

Inventories are stated at the lower of costand net realisable value after due allowances
are made for damaged, obsolete and slow moving items. Costis.principally determined
on weighted average basis.

The cost of raw materials includes the original purchase price and the incidental -expense
incurred in bringing the inventories to their present location and condition. The cost of work in
progress and finished goods include the cost of raw materials, direct labour and an appropriate
proportion of manufacturing overheads.

Receivables

Receivables are carried at anticipated realisable value. Known bad debts are written off and due
allowances are made for any debts considered to be doubtful of collection. In addition, a general
allowance based on a percentage of annual sales is made to cover possible losses which are
not specifically identified.

Research and Development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or
technical knowledge and understanding, is expensed off in the income statement in the year it
is incurred.

However, if future economic benefit from development activities are probable and measurable,
the related development cost is capitalised and amortised on a straight line basis over a period
not exceeding 5 years.

Property, Plant and Equipment:Under Hire Purchase Arrangements

Property, plant and-equipment acquired under hire purchase arrangements are capitalised in
the financial statements and are depreciated in accordance with the policy set out on 4.5 above.
The corresponding outstanding obligations ‘due under ‘the hire purchase after deducting
financial expenses are included as liabilities in'the financial statements. Finance expenses are
charged to the income statement based on constant periodic rate of interest on the remaining
hire-purchase liabilities.

Revenue Recognition
Revenue of the Group and of the Company. are recognised on the following basis :

4.13.1 Revenue from sale of goods are recognised upon the delivery of goods and customer’s
acceptance.

4.13.2 Revenue from services are recognised upon the services rendered.
4.13.3 Dividend income is recognised when the right to receive payment has been established.

4.13.4 Interest income and management fees are recognised on accrual basis.
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4.14

4.15

4.16

4.17

4.18

Cash and Cash Equivalents

Cash and cash equivalents comprise cash and bank balances and highly liquid investments that are
readily convertible to known amounts of cash and that are subject to an insignificant risk of change
in value.

Segment Information

Segment Information is presented in respect of the Group’s business and geographical segments.
The primary segment information is in respect of business segments as the Group risk and rates of
return are affected predominantly by differences in the products it produces, while the secondary
information is reported geographically.

Segment results, assets and liabilities include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis. Unallocated items mainly comprise finance cost
and corporate administration expenses.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets
that are expected to be used for more than one period.

Provision for Liabilities

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

Employee Benefit Costs

4.17.1 Short term benefits
Wages, salaries, bonuses, social security contributions, paid annual leave and paid sick
leave are recognised as an expense in the year in which the associated services are
rendered by employees of the group.

Short term accumulating compensated absences such as paid annual leaves are recognised
when services are rendered by employees that increase their entitlement to future
compensated absences. Short term non-accumulating compensated absences such as sick
leaves are recognised when the absences occur.

4.17.2 Defined contribution plan

Contributions to the Employees’ Provident Fund are charged to the income statement in the
year to which they relate.

Financial Instruments

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

The accounting policies for financial instruments are disclosed in the individual policies
associated with each item.

4.18.2 Disclosure of fair values
The Group’s financial instruments are accounted for under the historical cost convention.
Fair value represents the amount at which an asset could be exchanged, or a liability settled,
between willing parties in an arm’s length transaction.

Methodologies

The methodologies and assumptions used in ascertaining the fair values depend on the
terms and risk characteristics of the instruments and are briefly set out below:
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Amounts owing by/(to) subsidiary companies and holding company

It is not practical to estimate the fair values of the above amounts due principally to a lack of
fixed repayment term entered by the parties involved and without incurring excessive costs.
However, the Company does not anticipate the carrying amounts recorded at the balance sheet
date to be significantly different from the values that would eventually be received or settled.

Other financial assets and liabilities

The fair values of the other financial assets and liabilities maturing within 12 months are
stated at approximately the carrying value as at the balance sheet date.

PRINCIPAL ACTIVITIES

The principal activities of the Company. are that of investment holding and provision of management
services whilst the principal activities of the subsidiary companies are disclosed in Note 11 to the financial
statements.

REVENUE

Group
Revenue represents invoiced value of goods sold less returns, contract manufacturing services rendered
and investment income.

Company
Revenue represents management fees received and investment: income mainly from subsidiary
companies.

Group Company
2004 2003 2004 2003
These represent : RM RM RM RM
Sales of goods 59,345,560 - . 58,780,958 - -
Contract manufacturing services 266,784 391,814 - -
Management fees - - 372,042 466,801
Interest income - - - 118,825

59,612,344 59,172,772 372,042 585,626
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LOSS BEFORE TAXATION

This is stated after charging :-

Directors’ fees

Directors’ remuneration

Auditors’ remuneration

Depreciation of property, plant and
equipment

Amortisation of short term leasehold
land

Property, plant and equipment
written off

Amortisation of goodwill on
consolidation

Interest expense on :

- Restructured term loans

- Hire purchase

- Bills payable

- Overdue interest

General provision for doubtful
debts

Specific provision for doubtful debts

- trade

Rental of premises

Loss on foreign exchange — realised

Loss on disposal of property, plant
and equipment

Loss on disposal of subsidiary
companies

Bad debts written off

Factory equipment rental

Preliminary expenses

Research and development
expenditure

- depreciation

- direct attributable costs

Impairment losses on freehold land
and building

Impairment losses on short term
leasehold land and building

Staff costs (excluding Directors)

And crediting:-

Provision for specific doubtful debts
recovered

Gross dividend income

Interest income

Gain on disposal of property, plant
and equipment

Gain on foreign exchange

- unrealised

- realised

Number of employees as at end of
the financial year
(excluding Directors)

37 TENCO BERHAD

ANNUALREPORT 2004

Group Company
2004 2003 2004 2003
RM RM RM RM

30,000 30,000 30,000 30,000
1,252,494 1,149,964 - -

78,400 69,500 9,000 9,000

1,198,007 1,207,520 1,010 552
22,301 23,638 - -
467 1,434 - -
684,912 790,097 - -

1,961,013 2,153,649 99,301 118,825
11,017 13,137 - -
136,450 117,707 - -
1,821 - - -
113,979 46,434 - -
230 53,400 - -
322,200 359,628 - -
18,505 58,474 - -
92,164 11,053 - -
3 - 3 -
5,590 - 30,639 -
56,000 - - -
8,800 - - -
99,930 98,815 - -
204,962 153,298 - -
433,781 - - -
108,708 - - -

6,455,686 7,595,058 85,536 380,657
- 9,900 - -
183,673 87,568 - -
177,193 130,638 - -
10,000 73,672 - -
- 7,754 - -
76,986 9,553 - -

173 205 - 8




DIRECTOR’S REMUNERATION

Executive
Fees*
Salaries and other emoluments

Pension costs
- defined contribution plans

Non-Executive

Fees*

Group Company
2004 2003 2004 2003
RM RM RM RM
12,000 12,000 12,000 12,000
1,128,072 1,039,804 - -
124,422 110,160 - -
1,264,494 1,161,964 12,000 12,000
18,000 18,000 18,000 18,000

* To be approved at the forthcoming Annual General Meeting.

The number of Directors whose remuneration during the financial year ended 31 March 2004 fall within

the following bands is as follows:-

Range of Remuneration
RM

Below 50,000
Between 50,000 and 200,000
Between 200,001 and 250,000

Total

TAXATION

Based on the results for the year :-
Current Tax
Malaysian Income Tax

Deferred taxation
Relating to reversal of timing
differences (Note 27)

(Over)/Under-provision in prior years
Malaysian Income Tax

Tax expense for the year

Executive Non-Executive
Directors Directors
3
4
2 -
10 3
Group Company
2004 2003 2004 2003
RM RM RM RM
179,237 326,000 - -
(74,700) (29,000) - -
104,537 297,000 - -
(24,550) (151,771) 3,862 23,779
79,987 145,229 3,862 23,779
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Reconciliation between tax expense/(income) and the product of accounting profit
multiplied by the applicable tax rate.

Group Company

2004 2003 2004 2003

RM RM RM RM
Loss before taxation (3,737,653) (4,224,904) (389,690) (457,110)
Tax at Malaysian statutory
tax rate of 28% (2003 : 28%) (1,046,543) (1,182,973) (209,113) (127,990)
Income not subject to tax (65,280) (40,690) - -
Non allowed expenses 1,395,941 1,546,994 123,277 127,990

Higher capital allowances
claimed against the
depreciation charge (8,130) 65,013 - -
Tax effect for tax incentive
- Reduction in statutory tax
rate on chargeable income of

up to RM100,000 (70,730) (16,000) - -
- Double deduction (55,620) (75,344) - -
Utilisation of unutilised capital
allowances from prior years (45,101) - - -
Utilisation of unabsorbed tax
losses from prior years - - (14,164) -
104,537 297,000 - -
(Over)/Underprovision in prior
years (24,550) (151,771) 3,862 23,779
Tax expense for the year 79,987 145,229 3,862 23,779

Based on the estimated tax credit available, the Company has sufficient tax credit under Section 108 of
the Income Tax Act, 1967 to frank the payment of net dividends of approximately RM3,400,000 (2003 :
RM3,400,000) out of its entire unappropriated profit as at 31 March 2004 without incurring additional tax
liability.

The Group and the Company have potential deferred tax assets not taken up in the financial statements
under the liability method in respect of the following deductible temporary differences :

Group Company
2004 2003 2004 2003
RM RM RM RM
Unabsorbed tax losses (47,455,608) (46,245,407) (140,700) (191,284)
Other timing differences (1,096,575) (1,071,630) 5,990 4,998

(48,552,183) (47,317,037)  (134,710)  (186,286)

The above deferred tax assets are available indefinitely for offset against future taxable profit of the
subsidiary companies in which those items arose. Deferred tax assets have not been recognised in
respect of these items as they may not be used to offset future taxable profit of other subsidiary companies
in the Group and they have arisen in subsidiary companies that have a recent history of losses.
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10.

LOSS PER ORDINARY SHARE
Basic loss per ordinary share :-

The basic loss per ordinary share for the financial year has been.calculated based on the consolidated loss
after tax divided by the weighted average number of ordinary shares in issue during the financial year.

2004 2003
RM RM
Consolidated loss after tax (3,817,640) (4,370,133)
Weighted average number of ordinary shares
in issue 52,200,000 52,200,000
Basic loss per ordinary share (sen) (7.3) (8.4)

The fully diluted earnings per ordinary share for the financial years 2004 and 2003 are not disclosed as
the effect of the assumption that the share options be exercised at the beginning of the financial year would
result in an anti-dilution on the loss per ordinary share.

PROPERTY, PLANT AND EQUIPMENT

Group As at Translation As at
1.4.2003 Adjustments  Additions . (Disposals) 31.3.2004

Cost RM RM RM RM RM

Freehold land 761.983 17,216 - - 779,199

Freehold building 1,891,959 8,147 - - 1,900,106

Long term

leasehold building 564,605 - - - 564,605

Short term

leasehold land 686,115 - - - 686,115

Short term

leasehold building 5,469,625 - - - 5,469,625

Furniture, fixtures,
fittings and office

equipment 4,418,085 84,017 160,316 (244,153) 4,418,265

Plant and

equipment 11,380,093 26,772 101,756 - 11,508,621

Vehicles 1,373,466 1,127 180,000 (221,277) 1,333,316
26,545,931 137,279 442,072 (465,430) 26,659,852
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As at Translation Dapreciation Impairment [Disposals) As at
142003 Adjustments charge losnas 31.3.2004
RM RM RM RM RM RM

- - - 82,336 - 92,336
252,611 2,220 28,062 341 445 - 635,328
44,333 11,562 108,708 164,803
291 857 - 22301 - - 314,158
1,283,582 = 108282 = - 1372874
2,184,206 B2 08t 424,373 - (162804 2,527 856
8,232,130 2872 838,516 - . 874,818
1,145,768 128 75,042 - 41,278) 1,179,683
14,415,487 BT 402 1,320,238 B42.4m8 (204080 16,181,538
Mot Book Valie Dapreclathon  |mpalriaet Impadriam
Charge lossen Charge losses
2004 2003 2004 2004 2003 2003
RM RM RM RM RM RM
888 863 TE, 883 - 82338 - -
1,264,778 1,629,348 39,0562 341,445 48,331 -
400,002 520,272 11,662 108,708 11,561 -
ST . 857 354 258 2.3 - 23638 -
4005 651 4 208043 108,202 . 109,392 -
1880208 ZZX87H 828 3Ta - 373,688 -
1,634,003 2,146,963 638,518 - 689,342 -
153,663 27688 75,042 . 84,121 -
10488316 12,130,444 1,320,238 42485 1,328,873 -




The title deed to a freehold land and building purchased by a subsidiary company for RM1.2 million has
yet to be registered in the name of the subsidiary company as there is alien: holder’s caveat and a
private caveat subsisting over the property which the vendor is obligated to remove before the transfer
can be effected. Meanwhile, the subsidiary company has lodged a private caveat over the property.

The Company is liaising with the relevant authority for the issuance of the title deeds to the short term
and long term leasehold land and buildings of certain subsidiary companies.

The cost and net book values of the landed properties of the Group which have been pledged to the
financial institutions under the restructured term loans as mentioned in Note 23 below are as follows :

Cost Hat Book Valua

FOe0 2003 S0 00y

ol RAM & AW
Long larm
leagsahold building G5B 505 584 805 400,002 5ap 27r2
Frashoid land and
building B4 B84 BBd BRd 745,853 781,115
Short term
isssehold fand 686,115 Ga6 115 ar1 857 364 258
Shard barm
leazehold bullding 5,468,625 5,469,625 4,068 851 o, 208,043

7,685,009 T.585.028 5,614 583 6,881 608

Included in the above property, plant and equipment of the Group are vehicles -under hire purchase
arrangements with cost .and net book values totalling RM232,815 (2003 : RM232,815) and RM93,017
(2003 : RM139,581) respectively.

Company
Axn at Axn =t
1.4.03 Additlons 31.3.04
Gost RM RM RM
iDifffes equipeniant 10,004 - 10,099
An a8t Depreciation An ai
1.4.03 Charge 31.3.04
Depreciation
iDfffes egquipmant 3102 1,00 4,112
Nel Book Valus Depraciation Charge
2004 2003 2004 2003
RM M RM RM
Dffce eguipment b.8a7 &80T 1,010 i 1)
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11. INVESTMENTS IN SUBSIDIARY COMPANIES

Unquoted shares, at cost

Less:

Dividends out of pre-acquisition reserves

Provision for impairment in value

The subsidlary companbes afe -

Mame Placa of

Direct Subsidiary Incorporation

Westech Sdn Bhd Malaysia
Tenco Industries Malaysa
Sdn Bhd

Wilren Products Malayss
Sdn Bhd

Femdale Direct Malaysa
Sdn Bha

Tenco Gonstruction Malays'a
Sdn Bha

“Tanco Wesbech Ropublic of
Industries Pla Lid Singapors
Ridgemonde Malaysia
Chemicais &

Resine Sdn Bhd

Quallty Coatings Malaysla
Sdn Bhd

43 TENCO BERHAD
ANNUALREPORT 2004

2004
RM
32,130,012
(1,730,141)
(1,000,001)
29,399,870
Effective Interest
2008 2003
W b
100 100
100 100
100 100
100 100
100 100
100 100
100 100
100 100

Company

2003
RM
32,130,002

(1,730,141)
(1,000,001)

29,399,860

Principal Activities

Importar of industrial
chamicals, aqulpmant,
buliding products and
Congumer producls

Memeacturing of
Industriaf chemicals,
consumer products and
seroscl products

Memefacuring of
indusiial adhashms
Sales and marketing of
Bir conditoneng and
supplies

Inactive

Salos and marketing of
inddussrial ;

equipment, bullding
products and peroeni

gadion of

tate for the
paint, adhesive, wood
and tendile industrine

Contract manufacturing
of decoralive paints
wnd  indusidal



Flace of

Nama
Direct Subsidiary incorporation

|y BCmiim (A M i
Bin Ehlﬁmemﬂr} ey
ke 8= Stabie

Mode Sdn Bhd)

Wastech Chermicals Malaysia
Sdn Bhd (Formedy

known as Chaming

Gallanl Sdn Bhd)

Vivapius Paints Malaysia
Bdn Bha

Continental Series Malaysia
Sdn Bhd

Krystal Malayeia
Manufacturing

Sdn Bhd (Fommery

known as Krystal

Aerosod Products

(it} Sdn Bad)

Bubsidi

company held

through

Sidn Bhd

Tenco Malaysia

"Tenco Westech Canada

Effective inlorest

2004

100

108

100

100

100

100

100

* Audied by othar firre of chaftannd aooounbin,

%

100

1G0

Principal Activities

Sales and markesing of
malntenance chamicas
and foor care products

Sales and markedng of

Sales and markedng of
decoratve paints
Provision of
managarnent sarvicas

inactive

Sales a~d markedng of
syrithetic resing and
indust=1’ adhoshe
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12. INVESTMENTS

Group

2004 2003

RM RM
Outside Malaysia
Unquoted shares, at cost 439,650 439,650
In Malaysia
Transferable club memberships, at cost 141,000 141,000

580,650 580,650
Transferable club memberships, at market value 150,000 141,000
13. GOODWILL ON CONSOLIDATION
Group

2004 2003
Cost RM RM
As at 1 April 7,878,423 10,433,693
Less : Reduction in goodwill on consolidation * (631,118) (2,555,270)
Add : Arising from acquisition of a subsidiary

company 3,760 -
As at 31 March 7,251,065 7,878,423
Accumulated amortisation
As at 1 April (3,137,835) (2,347,738)
Amortisation for the year (684,912) (790,097)
As at 31 March (3,822,747) (3,137,835)
3,428,318 4,740,588

* During the financial year, the vendors of the two subsidiary companies Ridgemonde Chemicals & Resins
Sdn Bhd (“Ridgemonde”) and Quality Coatings Sdn Bhd (“Quality”) agreed to pay an additional amount
of RM631,118 which was in respect of the shortfall in the profit guarantee as mentioned in Note 29 below.
The amount has been accounted for in the consolidated financial statements as a reduction in the goodwill
on consolidation with the consequential effect on its amortisation charge for the year.

14. INVENTORIES

Group

At cost : 2004 2003
This represents : RM RM
Raw materials 2,599,961 2,703,635
Finished goods 4,322,593 4,843,241
Work in progress 154,022 246,000
Packing materials 323,466 242,301
Trading goods 1,401,488 -

8,801,530 8,035,177

45 TENCO BERHAD
ANNUALREPORT 2004



15. TRADE RECEIVABLES

Group
2004 2003
RM RM
Total amount outstanding 16,955,054 51,095,112
Less:
Provision for doubtful debts (1,253,527) (33,326,179)
15,701,527 17,768,933

The credit terms of trade receivables range from 30 to 60 days. Other credit terms are assessed and
approved on a case by case basis.

The foreign currencies exposures of trade receivables of the Group are as follows :-

2004 2003

RM RM
Ringgit Malaysia 14,528,027 17,427,662
US Dollar 989,144 196,633
Singapore Dollar 184,356 144,638

15,701,527 17,768,933

16. OTHER RECEIVABLES; DEPOSITS AND PREPAYMENTS

Group Company
2004 2003 2004 2003
¢ ] RM 2 ] 4]
Oihar receivabies BRG,B2D 103,367 . -
Daposits 238755 230,783 1,000 1,0
Preqayrmants 210,988 184,216 3,000 -
Dividand roahvable - B7 568 - =
1,345,672 585,544 4,000 1,000

Included in other receivables is an amount of RM631,118 which is due from the vendors of two subsidiary
companies of the company in‘respect of the additional profit guarantee shortfall as disclosed in Note 30
below.

17. AMOUNT OWING BY/(TO) SUBSIDIARY COMPANIES

Company.
2004 2003
RM RM
Amount owing by subsidiary companies 34,186,895 34,294,387
Less:
Provision for doubtful debts (4,339) (4,339)

34,182,556 34,290,048

The amount owing by/(to) subsidiary companies are unsecured, interest-free and have no fixed terms of
repayment except for an amount of Nil (2003 : RM1,335,112) owing by subsidiary companies which bear
weighted average interest rate at Nil (2003 : 8.9%) per annum.
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18. FIXED DEPOSITS WITH LICENSED BANKS
Group
Included in the fixed deposits are RM4,282,586 (2003 : RM3,710,276) which have been pledged to the

financial institutions for banking facilities granted to the Group as mentioned in Note 20 below.
19. TRADE PAYABLES

Group
The credit terms of trade payables range from 30 to 60 days.

20. BILLS PAYABLE
Group

This trade line facilities granted by the financial institutions to the subsidiary companies are secured
against the Group'’s fixed deposits as mentioned in Note 18 above.

They bear weighted average interest rate at 8% (2003 : 7.9%) per annum.

21. OTHER PAYABLES AND ACCRUALS

Group Company
2004 200% 2004 20343
RN RM™ RM RM
i) Oéhar payables and
acoruals 4. 865 441 & 540,283 804,608 BB2,214
) Accrued restructured
term |oan interest 6,268,317 & 307,303 336,850 ZAT B49
i}  Company inwhich
ong of tha direcions
has o substuntiol
inferest 111,726 351,726 - 4,205
11245484  B.280302 1,138,558 824 088
11T alnivuliic i \III} AQUUYVT 1D UlIDTLUITU, IHILTITOL 11TT Allu 11Aad 11V 1IATU 111D VI IC'JQ_yIIICIIL.
22. HIRE PURCHASE PAYABLES
Group
2004 2003
RM RM
Total principal outstanding 56,262 97,337
Less : Repayable after the next 12 months
shown under non current liabilities (7,425) (52,298)
Repayable within the next 12 months 48,837 45,039
Represented by :
Minimum hire purchase payments :
- Within 1 year 52,092 52,092
- After 1 year but not more than 5 years 15,808 67,900
67,900 119,992
Less: Future interest charges (11,638) (22,655)
Present value of hire purchase liabilities 56,262 97,337
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23.

24,

25.

RESTRUCTURED TERM LOANS

Group Cormpany
2004 2003 2004 2003
RM R AM RM
Total principal
putstanding 24 458688 24 450 688 1,346,580 1,346,580
Repayment dus =
Wilhin one yaar 24,450,688 24,458 G6A 1,348,580 1,346,680

This represents outstanding bills payable, bank overdrafts and short term loans under:the restructuring
schemes which are to be settled on a staggered basis over a period of six years commencing from_the
financial year ended 31 March 2000.

The above restructured term loans are secured by legal charges over the landed properties of certain
subsidiary companies of the Group as mentioned in Note 10 above and they bear weighted average
interest rate at 8% (2003 ; 8.8%) per annum.

The Group and the Company had defaulted on the quarterly interest and principal repayment due since
30 June 2001. Legal proceedings were brought by Malaysian Trustees Berhad and.a licensed bank to
obtain order for sale against those landed properties of the Group as mentioned in Note 34 below.

BANK OVERDRAFT
Group

The bank overdraft is secured against the fixed deposits of the Group as mentioned.in Note 18 above. It
bears weighted average interest at 7% (2003 : Nil) per annum.

SHARE CAPITAL

Groupand Company

2004 2003
RM RM
Ordinary shares of RM1 each
Authorised 100,000,000 100,000,000
Issued and fully paid 52,200,000 52,200,000
Group Company
2004 2003 2004 2003
Mon-Distributable RM RM RM RM
Tranalation Adjustaent
Acscount {43,808} 358,625 - -
Resarva on consofidation 522 284 522 284 - -
478,675 Ba1.208 = -
Distributabile
{Actumudated lossas)f
Unapproorated profl (47 935 422} {44,121, TEZ) T.A3T.182 T.730,T44

(47 480,747}  (43,240,573) 7,337,182 770,744
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27. DEFERRED TAXATION
Group
2004 2003
RM RM
As at 1 April 273,000 302,000
Transferred to Income Statement (Note 8) (74,700) (29,000)
As at 31 March 198,300 273,000
This represents components of deferred tax liabilities as at the balance sheet date as follows :-
Group
2004 2003
RM RM
Capital allowances claimed on property, plant
and equipment in excess of the depreciation
charge 228,300 293,700
Other timing differences (30,000) (20,700)
198,300 273,000
28. ACQUISITION OF SUBSIDIARY COMPANIES, net of cash acquired

On 27 May 2003, the Company acquired 16 ordinary shares of RM1 each representing 100% equity
interest in 8 companies namely Vivaplus Paints Sdn Bhd, Westech Chemicals Sdn Bhd (Formerly known
as Charming Gallant Sdn Bhd), Iso Kimia (M) Sdn Bhd (Formerly known as Stable Mode Sdn Bhd),
Continental Series Sdn Bhd, Krystal Manufacturing Sdn Bhd (Formerly known as Krystal Aerosol
Products (M) Sdn Bhd), Deccobond (M) Sdn Bhd (Formerly known as Major Jointway Sdn Bhd),
Enrich Xpro (M) Sdn Bhd (Formerly known as All Real Productive Sdn Bhd) and Foremost Invention Sdn

Bhd for a total cash consideration of RM16.

The effects of the acquisition of the above 8 companies during the year on the financial position of the

Group as at 31 March 2004 are as follows :

Group
2004
RM
Cash and bank balances 16
Sundry payables and accruals (3,760)
Goodwill on consolidation 3,760
Total purchase consideration 16
Less : Cash and cash equivalents discharged (16)

Cash outflow on acquisition
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20.

30.

The effects of the acquisition on the financial results of the Group for the financial year ended 31 March 2004

are as follows :

Group

2004

RM
Revenue 7,335,096
Cost of sales (4,832,714)
Gross profit 2,502,382
Other operating income 479
Distribution costs (27,921)
Administrative expenses (1,896,882)
Other operating expenses (1,008,344)
Loss from operations (430,286)
Finance costs -
Loss before taxation (430,286)
Taxation -
Loss after taxation (430,286)

DISPOSAL OF INVESTMENT IN SUBSIDIARY. COMPANIES

(i) On 18 March 2004, the Company.disposed of 6 ordinary shares representing 100% of its equity
interest in 3 wholly owned subsidiary companies, namely Deccobond (M) Sdn Bhd (Formerly known
as Major Jointway. Sdn Bhd), Enrich Xpro (M) Sdn Bhd (Formerly known as All Real Productive Sdn
Bhd) and Foremost Invention Sdn Bhd for a total cash consideration of RM3.

(i) Effect of Disposal on the Consolidated Financial Position

Group
2004
RM
Total assets 6
Loss on disposal of subsidiary companies 3)
Proceeds from disposal 3
Less:
Cash and cash equivalents discharged (6)
Proceeds from disposal of subsidiary.
companies, net of cash 3)

PROFIT GUARANTEE

On the acquisition of Ridgemonde Chemicals & Resins Sdn Bhd (“Ridgemonde”) and Quality Coatings
Sdn Bhd (“Quality”) on 27 January 1999, the vendors of Ridgemonde and Quality have warranted and
guaranteed that for the next three (3) financial years ending 31 March 2000 to 31 March. 2002, the two
companies would achieve in aggregate a total net profit before tax of not less than RM4,590,000 and
RM4,650,000 respectively.

However, Ridgemonde and Quality did not achieve the guaranteed amount for the above three (3)
financial years resulting in an accumulated shortfall in the profit guarantee by RM155,435 and
RM2,399,835 respectively.

The above shortfall by Quality and Ridgemonde were settled by the vendors in full in previous years except
for an amount of RM12,186 due from two vendors of Ridgemonde which is still not settled during the year.

During the year, the vendors of Quality and Ridgemonde have agreed to pay an additional amount of
RM90,078 and RM541,040 to Quality and Ridgemonde respectively. These amounts have not been
settled as at the year ended 31 March 2004.
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31. SEGMENTAL REPORTING

Segment information is presented in respect of the Group’s business and geographical segments.

Inter segment pricing is determined on arm’s length basis.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that

can be allocated on a reasonable basis.

By Business Segment

The Group’s operations comprise the following main business segments :

Manufacturing

Trading

Investment holding

Manufacture of polymer, chemicals, adhesive,

decorative coatings and related products

Sales of chemicals, adhesives, building materials,

equipment and consumer products

Investment holding and provision of management

services

2004 Manufacturing Trading Investment Elimination Consolidation
holding

Ravanis RM RM RM RM M
Extemal sales 30,182 399 20418 845 = = 58,612, 344
Inter-sagment Salas 11,080,879 5,820,052  1.782.261  (18,643.202) -
Tiotal 41,223,378 a5, 230 ohT 1,792, 261 (18,843 202) 59612344
Rasults
Segment resutts 608,313 (1218417 (330,817} (684 912) {1 628,633)
textamal)
Finance cosd {2,411 020
Loss bofore taxalion {3,737 653)
Ta expanss {79.887)
Mot lass for the yoar (3,817,840}
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Other Information
Begment asssts

Segmant llabiifties

Capital axpandilure
Amortisation of
Non-cash

oitfr L

deprecation and
arnorisation

2003

Revanue

Externai salas
Inter-segment sales

Total

Resuits

Sagmant regulls
{external)

Finance cost

Lok bafors taalion
Tax axpanse

MNet ioss for the year

holding
M RM RM RM RM
6,341,174 20,234 051 65,268,101 (122.088,383) 48,755,043
B1.072.204 81187841 &TT1135  (104.051.190) 44,015,790
00,617 131,455 1,000 442,072
1,032,323 286 855 1,060 1,320,238
a4, 812
738,332
Manufacturing  Trading Investmant Elimination Consolidation
haiding
RM RM RM RM A
26 640,818 22,531,854 - - saaT212
11,856,268 1,351,431 BBS.EIT  (13,833,326) -
34,637,086 33,RR3,385 685,827 (13,833,398} BB 172,772
222 568 (15.244)  (338.285) (908.822) (1,830,883}
(2,285,021}
(4,224, 004)
{145,228)
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Cither Informaton
Segment assels

Segment |labiifties
Capita! spenditure

Depreciation
Armarisaton of

other tham
depreciation amd
amoriisalion

Manufasturing
RM

12,855 632

58,400,135

648,760
994,230

By Geographical Segment

The Group operates mainly in Malaysia and has sales offices in Singapore and Canada. In determining the
geographical segments of the Group, revenue is based on the geographical location of customers. Total
assets and capital expenditures are based on the geographical location of assets.

Trading  Investmont Eliminstion Consofidation
halding

R™ RM RM AM
26,671,823 70052359 (115544 892} 53,634,682
75,450,393 5,381,027  (B4,556,300) 44, 675,265
TEO, 182 4,989 1,434 841
335,191 B52 1,329,872
780,007
101,268

Ravanua Total Assats Caplial Expanditure
2004 2003 Z004 2003 004 2003
RM RM RM RM & M
68,250,751 5R63,19T7 48,006,112 51600810 430,738 1,357,372
425 572 315,185 278 246 i i 1 - 31,635
a38,02 704,410 1,570,645 1444 348 11,336 45,954
5861234 SRAT2TT2 48 THE5 D43 53,634,682 442072 1,434,841

32. FINANCIAL INSTRUMENTS

a) Credit Risk

As at 31 March 2004, the Group has trade receivables of RM6,363,042 which have been
outstanding for more than 60 days. Other than as mentioned above, the Group has no significant
exposure of credit risk.

The Group has no significant concentration of credit risk and places its cash with credit worthy
financial institutions.
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b) Fair Values
The carrying amounts of the financial assets and liabilities of the Group and of the Company as at
31 March 2004 approximate their fair values on the balance sheet of the Group and of the
Company except as set out below :-

Group Company
Camrying Fair Carrying Fair
Amount Value Amournt Valus
2004 2003 2004 2003 2004 2003 2004 2003
RM RM RM RM RM RM RM HM
Financial
Asseis
Unguaoted
shares 438650 433 B30 * * - " - =
Amoint cwing
bey Buasigiery
companies - - - E 34 582 558 34, 700,048 I W
Finangin
Liabdl tias
Amount owing
to aubskdiary
companics - - - - 1.748.133  1.896.590 l i
139650 439650 35,930,668 35885638

*

a reasonable estimate of fair value.could:not be made without incurring excessive costs. However,
the Company believes that the carrying amounts recorded at the balance sheet date reflect the
corresponding fair values.

It is not practical to estimate the fair values of the above amounts due principally to a lack of fixed
repayment term entered by the parties involved and without incurring excessive costs. However, the
Company does not anticipate the -carrying amounts. recorded at the balance sheet date to be
significantly different from the values that would eventually be received or settled.

33. SIGNIFICANT RELATED PARTY DISCLOSURES

a)

b)

Identities of related parties
Controlling related party relationships are as follows :-

(i) Its subsidiary companies as disclosed in Note 11 above.
(i) Substantial shareholder of the Company :. Pristine Way Sdn Bhd (Company No. 339335 V)
(i)  Firm in which a Director has an interest: Nor.Ding & Co.

Transactions

Company
2004 2003

Bubsidlary Companles M AM
Management fees receivable 372,042 466,807
Finm In which a Director, lan Ghes Elk Kal has

an Irtorest

Mor Ding & Co.

Profassionsl fe pid 21,000 27,200

The above transactions were carried out on terms and conditions not materially different from those
obtainable in transactions with unrelated parties.
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c) Balances in respect of non trade transaction

34. CC

b)

Group
2004 2003
With wehich L Chun Yi R "
i Company in nang Chun Yin is o
Director and nas substantial interest
Prigfine Way Sdn Bhd (Company No. 339335 V)
Amount owing to 114,726 351,728
Company
2004 2003
RM RM
[{)] guarantess ghwen io Enanclal
mwwu faciiitias granbed o
sybaldiary companies 9381 414 27420 404
[} Comporate guaranbess ghven to Enanclal
inelitutions for i purchaesa Scilitios
grambed to subskdisry companies 56,262 a7.337

Pending Litigations

@)

(ii)

(iii)

A claim was made by an external party against a subsidiary company for the recovery of the sum
of RM579,513.60 together with interest and costs for the breach of contract by the subsidiary
company in completing a purchase transaction of a boat. The subsidiary company has also filed
a counter claim for refund of the deposit of RM108,900 and damages.

The High Court has allowed the plaintiff's application for summary judgment on 26 April 2001.
The Notice of Appeal against the summary judgment was adjourned to 8 October 2004.

A fresh claim was made by a supplier against a subsidiary company for a sum with interest of
RM377,852 as at 31 August 2003 and further interest at the rate of 1.5% per month calculated
from 1 September 2003 until date of full settlement. A defence dated 19 January 2004 was
filed and served. The case is still pending.

A claim was made in the High Court by a supplier against a subsidiary company for a sum of
RM926,270.48 in respect of goods sold and delivered. The subsidiary company disputed the
amount claimed.

The supplier’s application for summary judgement was dismissed on 12 December 2003, and the
appeal was dismissed with cost on 16 July 2004.

(iv) Three legal proceedings were brought by Malaysian Trustees Berhad to obtain an order for sale

v)

against three pieces of landed properties of a subsidiary company. The subsidiary company has
instructed its solicitors to oppose the aforesaid order for sale. Two of the legal proceedings have
been withdrawn by Malaysian Trustees Berhad.

A claim was made in the High Court by a financial institution against a subsidiary company for
RM3,892,217.84. The subsidiary company has disputed the alleged claim.

Further claims were made in the High Court by the above financial institution against another two
subsidiary companies of Tenco Berhad for RM640,277.31 and RM627,644.17 respectively. These
two subsidiary companies have also disputed the alleged claims.
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The plaintiff applied for further and better particulars of the Defence and it was allowed by the
Court on 12 December 2003. The Company has filed an appeal to:the: Judge in: Chambers
against the Senior Assistant Registrar’s decision and the same:was adjourned to 19 January 2005.
In the meantime, the above three subsidiary companies have been granted a stay of the
Senior Assistant Registrar’s Order dated 12 December 2003 pending the Company’s appeal.

No provision has been made in respect of the above pending litigations as the Directors are of the
opinion that the Group’s chances of success'in respect of the appeals and counter claim are good.

35. SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR

36.

a)

b)

c)

On 8 March 2004, Tenco Berhad (“TENCO”) has entered into a Restructuring Agreement with
Tanigra Sdn Bhd (“TANIGRA”") and the vendors of Damansara Indah Sdn:Bhd (“DISB") and Tanigra
Construction Sdn Bhd (“TCSB”) in relation to the following :-

(i) Proposed acquisition  of the entire. equity interest in DISB comprising =3.-million ordinary
shares of RM1.00 each in DISB by TANIGRA for a total tentative purchase consideration. of
RM121,104,000 to be satisfied by the issuance of 121,104,000 new ordinary shares of RM1
each in TANIGRA.

(i) Proposed acquisition of the entire equity interest in.-TCSB comprising 750,000 ordinary. shares of
RM1 each in TCSB: by TANIGRA for a total purchase consideration of RM15 million to be
satisfied by the issuance of 15 million new ordinary shares:of RM1 each in TANIGRA.

(iii) Proposed acquisition of ‘the entire equity interest in Tenco comprising:-52.2 million ordinary
shares of RM1 each .in Tenco to be:satisfied by the issuance of 36,540,000 new TANIGRA
shares of RM1 each to the shareholders of TENCO on the basis of seven (7) new TANIGRA
shares for every ten: (10) Tenco shares held by the shareholders of TENCO.

(iv) Proposed settlement of debts of TENCO: via the issuance of 10 million ordinary shares of RM1
each in TANIGRA together with. RM7,122,000 nominal value redeemable convertible secured
loan stocks in- TANIGRA at an issue price of 100%.of its nominal value.

(v) Proposed placement of TANIGRA shares to placees to at least comply with the public spread
requirement.

(vi) Proposed transfer ‘listing status of TENCO TO TANIGRA on the Second ‘Board of Bursa
Malaysia Securities Berhad.

On 27 May 2003, the Company acquired 116 ordinary shares of RM1 each representing 100%
equity interest in 8 companies namely Vivaplus Paints Sdn Bhd, Westech Chemicals Sdn Bhd
(Formerly known as Charming Gallant Sdn Bhd), Iso _Kimia :(M) Sdn Bhd (Formerly known as
Stable Mode Sdn Bhd), Continental Series Sdn Bhd, Krystal Manufacturing Sdn Bhd (Formerly
known as Krystal Aerosol Products (M) Sdn Bhd), Deccobond (M).Sdn Bhd (Formerly known as
Major Jointway Sdn Bhd), Enrich Xpro.(M) Sdn Bhd (Formerly known as All:Real Productive Sdn
Bhd) and Foremost Invention Sdn Bhd for a total cash consideration of RM16.

On 18 March 2004, the Company disposed of its. wholly-owned subsidiary companies; namely
Deccobond (M) Sdn Bhd (formerly known as-Major Jointway Sdn Bhd), Enrich Xpro. (M) Sdn Bhd
(formerly known as All Real Productive Sdn Bhd) and Foremost Invention Sdn Bhd for a total cash
consideration of RM3.

EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

On 6 July 2004, the Company entered into a Supplemental Agreement with TANIGRA and the vendors
of DISB and TCSB. The Supplemental Agreement also sets out that part of the deposit of RM500,000
which was paid to a stakeholder by TANIGRA will be released to settle part of the essential costs and
expenses of TENCO in relation to the proposals.
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We, LEONG CHUN YIN and THURAIRATNAM @ SAMUEL, being two of the Directors of TENCO BERHAD,
do hereby state on behalf of the Directors that, in our opinion, the financial statements set out on pages 22 to
56 are drawn up in accordance with applicable approved accounting standards in Malaysia so as to give a true
and fair view of the financial position of the Group and of the Company at 31 MARCH 2004 and of their results,
changes in equity and cash flows of the Group and of the Company for the yearended on that date.

Signed on behalf of the Board in accordance with a resolution of the Directors.

LEONG CHUN YIN

THURAIRATNAM @ SAMUEL

Kuala Lumpur

Dated: 30 July 2004

STATUTORY DECLARATION

I, TAN CHOOI CHENG, the officer primarily responsible for the accounting records and financial management
of TENCO BERHAD, do solemnly and sincerely declare that the financial statements set out on pages 22 to
56 are to the best of my knowledge and belief, correct and | make this solemn declaration conscientiously
believing the same to be true, and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly

declared by the above named TAN CHOOI CHENG at Kuala Lumpur in the Federal Territory on this 30th day
of July 2004

TAN CHOOI CHENG

Before me,

Chan Leong Choi

No.W309

Pesuruhjaya Sumpah
Malaysia
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We have audited the financial statements of Tenco Berhad of the Group and of the Company set out on pages
22 to 56. These financial statements are the responsibility of the Company’s Directors. Our responsibility is to
express an opinion on the financial statements based on our audit.

We conducted our audit in accordance with approved standards on-auditing. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining; on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the directors, as well as evaluating the overall financial statements presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion :-

a) the financial statements which have been prepared under the historical cost convention, are properly
drawn up in accordance with ‘the provisions of the Companies Act, 1965 and applicable approved
accounting standards in Malaysia so as to give a true and fair view of :

(i) the matters required by Section 169 of the Companies:Act, 1965 to be dealt with in the financial
statements of the Group and of the Company-; and

(i) the financial position of the Group ‘and of the Company at 31 March, 2004, and of their results,
changes in equity and cash flows of the Group and of the Company for the year ended on that date;

and

b) the accounting and other records and the registers required by the Companies Act, 1965 to be kept by
the Company and its subsidiary companies of which we have acted as auditors have been properly kept
in accordance with the provisions of the said Act.

We have considered the financial statements and the auditors’reports of all the subsidiary companies of which
we have not acted as auditors and are indicated in Note 11 to the financial statements.

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

The auditors’ reports on the financial statements of the subsidiary companies were not subject to ‘any
qualification or any adverse comment made under Section 174(3) of the Act.

TAI, YAPP & CO
AF: 0205
Chartered Accountants

YAPP HOCK HOE
No: 723/3/06 (J/PH)
Partner

Kuala Lumpur
Dated: 30 July 2004
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ANALYSIS OF SHAREHOLDINGS AS AT 30 JULY 2004

SHARE CAPITAL

Authorised Share Capital : RM100,000,000.00

Issued and Fully Paid-up Capital : RM52,200,000.00

Class of securities : Ordinary shares of RM1.00 each
Voting rights : One vote per ordinary share held

ANALYSIS OF SHAREHOLDINGS

Category Number of Number of
Shareholders % Shares Held %
1-99 12 0.28 912 0.00
100 - 1,000 1,961 46.65 1,702,380 3.26
1,001-10,000 1,872 4453 7,161,600 13.72
10,001-100,000 306 7.28 9,157,068 17.55
100,001 to less than 5% of issued shares 50 1.19 18,670,040 35.76
5% and above of issued shares 3 0.07 15,508,000 29.71
Total 4,204 100.00 52,200,000 100.00

SUBSTANTIAL SHAREHOLDERS
(per Register of Substantial Shareholders)

No. of ordinary shares of RM1.00 each held

Name Direct % Indirect %
Leong Chun Yin 205,000 0.39 16,528,000 ! 31.67
Trendy Approach Sdn Bhd 10,000,000 19.16 - -
Ramli Bin Zainuddin 470,000 0.90 10,000,000 2 19.16
Pristine Way Sdn Bhd 6,528,000 12.51 - -
Leong Pek Wha - - 6,528,000 3 12.51
Notes:-

1 By virtue of his deemed interest through Trendy Approach Sdn Bhd and Pristine Way Sdn Bhd, in accordance
with Section 6A of the Companies Act, 1965.

2 By virtue of his deemed interest through Trendy Approach Sdn Bhd, in accordance with Section 6A of the
Companies Act, 1965.

3 By virtue of her deemed interest through Pristine Way Sdn Bhd, in accordance with Section 6A of the
Companies Act, 1965.

DIRECTORS’ SHAREHOLDINGS
(per Register of Directors’ Shareholdings)

No. of ordinary shares of RM1.00 each held

Name Direct % Indirect %
Leong Chun Yin 205,000 0.39 16,528,000 31.67
Thurairatham @ Samuel 11,000 0.02 - -

Dato’ Tan Yik Huay - - - -
Dato’ Lee Ow Kim - - - -
lan Ghee Eik Kai - - - -
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30 LARGEST SHAREHOLDERS
(per Record of Depositors)

Name

No. of Shares Held

%

17.
18.
19.

20.
21.

22.
23.
24.
25.
26.
27.
28.
20.

30.

Amsec Nominees (Tempatan) Sdn-Bhd
Quialifier: Lee Perara & Tan for Trendy Approach
Sdn Bhd

Amsec Nominees (Tempatan) Sdn Bhd
Qualifier: Lee Perara & Tan for-Pristine Way
Sdn Bhd

Trendy Approach Sdn Bhd

Said Bin Ahmad

Amsec Nominees (Tempatan) Sdn Bhd
Quialifier: Arab-Malaysian Credit Berhad for
Mohd Ali B K.M.A.:Bawal

Pristine Way Sdn Bhd

ESGI Sdn Bhd

Sharifah Asiah Binti Syed Aziz Baftim
Ang Kim Tiong

Fan Wai Fong

Leung Yoke Lin @ Leong Chong Lin
Gerald Glesphy A/L G.M. Perara

Kwan Swee Keong

Ramli Bin Zainuddin

Tan Seng Kee

Amsec Nominees (Tempatan) Sdn Bhd
Qualifier: Wilken Industries Sdn Bhd (GZ0112)
Tang Soon Chye

Kwan Swee Keong

Fan Cheong Choy

Lai Ming Chun @ Lai Poh Lin

A.A. Assets Nominees (Tempatan) Sdn Bhd
Qualifier: KKC for Chan Ching

Gan Hock Leong

Yap Gaik Choo

Chew Leong Chai

Chow Woon Peng

Lim Soo Gaik

Yap Chee Sang

Yong Koon Siew

HLG Nominee (Tempatan) Sdn Bhd

Qualifier: Pledged Securities Account for
Lian Lip Kee

Mayban Securities Nominee (Tempatan) Sdn Bhd

Qualifier: Pledged Securities Account for
Tee Teck Khoon (REM 867-Margin)

5,580,000 10.69
5,508,000 1055
4,420,000 8.47
2,486,000 4,76
1,036,500 1.99
1,020,000 1.95
1,002,000 1.92

735,000 1.41
711,500 1.36
640,000 1.23
636,000 1.22
493,000 0.94
488,700 0.94
470,000 0.90
464,000 0.89
431,000 0.83
360,000 0.69
350,000 0.67
341,000 0.65
314,800 0.60
308,000 0.59
300,000 0.57
294,000 0.56
291,000 0.56
256,640 0.49
253,000 0.48
250,000 0.48
244,000 0.47
242,000 0.46
239,400 0.46
30,165,540 57.78
TENCO BERHAD
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PROPERTIES OF THE GROUP As At 31 March 2004

Location

Westech Sdn Bhd
No.8, Jalan Riang 22/3,
Taman Gembira

81200 Tampoi

Johor Bahru

Plot No. 2, Phase 3B
Terrace Factory
Taman Nagasari, Prai
Pulau Pinang

No. 18, Sandy Bay
Paradise Hotel, Penang

HS (D0 6706 PT 85)
Bandar Kawasan
Bandar XXXI,

Daerah Melaka Tengah,
Negeri Melaka

Tenco Industries Sdn Bhd
5, Jalan Pelabur 23/1,
Section 23,

40300 Shah Alam,
Selangor Darul Ehsan

Tenco Westech Inc
# 348-13988 Cambie Road,
Richmond, B.C., Canada

Description
& Usage

Office/
Store

Factory/
Office

Hotel
Suite

4-storey
Shop
House

Factory/
Office

Office

Age of
Building

12 years

7 years

9 years

8 years

12 years

11 years

Land Area/
Built Up

1,560 sq ft

4,263 sq ft

1,200 sq ft

2,848 sq ft

149,149/
54,319sq ft

2,116 sq ft

Tenure

Freehold

Freehold

Leasehold expiring
30 years and
2 successive
terms of
30 years

Freehold

Leasehold expiring
30 years
ending
20 Oct 2019

Freehold

Net Book
Value (RM)

238,620

507,333

400,000

645,000

4,468,606

560,782

Acquisition
Date

18-11-95

30-12-96

27-10-97

27-10-97

26-10-89

5-12-95
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No. of shares held

I/We, NRIC/Company No.
(PLEASE USE BLOCK LETTERS)

Axo0.d JO uuo4

of

(FULLADDRESS)

being (a) member(s) of TENCO BERHAD hereby appoint

of

or failing him/her, of

or failing him/her, the Chairman of the Meeting as my/our proxy to attend and vote for me/us on my/our behalf
at the Twentieth Annual General Meeting of the Company to be held at No. 5 Jalan Pelabur 23/1, 40300 Shah
Alam, Selangor Darul Ehsan on Friday, 17 September 2004 at 10.30 a.m. and at any adjournment thereof.

My/Our proxy is to vote as indicated below:-

RESOLUTIONS *FOR  *AGAINST
1.

*Please indicate with an "X" in the appropriate spaces how you wish your vote to be cast. If you do not do so,
the proxy will vote or abstain from voting at his/her discreation.

Dated this ..................... day of oo 2004

Signature / Common Seal of Shareholder

Notes:-

(i) A member entitled to attend and vote at the Annual General Meeting is entitled to appoint a proxy to attend and vote in
his stead. A proxy may but need not be a member of the Company. If the proxy is not a member of the Company, then
the proxy shall be an advocate or an approved company auditor or a person approved by the Companies Commission of
Malaysia. The provision of Section 149(1)(b) of the Companies Act, 1965 shall apply to the Company.

(i)  The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly authorised in
writing, or if the appointer is a corporation, either under seal or under the hand of an officer or attorney duly authorised.

(i) A member shall be entitled to appoint more than one proxy. A member who appoints two (2) proxies shall specify the
proportion of his shareholdings to be represented by each proxy.

(iv) The instrument appointing a proxy and the power of attorney (if any) under which it is signed or a notarially certified copy
thereof must be deposited at the Registered Office of the Company at No. 5 Jalan Pelabur 23/1, 40300 Shah Alam, Selangor
Darul Ehsan, not less than 48 hours before the time set for holding this meeting or any adjournment thereof.






