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nnual General Meeting

NOTICE IS HEREBY GIVEN that the Sixth Annual General Meeting of the Company will be held at Kuang Room, Hotel
Equatorial, No. 1, Jalan Bukit Jambul, 11900 Penang on Wednesday, 29 March 2006 at 10:30 a.m. for the following

purposes:-
AGENDA
1. To receive and adopt the Audited Financial Statements for the year ended 31 October 2005 and Ordinary
Reports of the Directors and Auditors thereon. Resolution 1
2a. To re-elect Mr Chin Kok On, who retires pursuant to Article 133 of the Company’s Articles of Ordinary
Association. Resolution 2
2b. To re-elect Mr Lai Kwang Hooi @ Lai Bah Eng, who retires pursuant to Section 129 of the Companies Ordinary
Act, 1965 Resolution 3
3. To approve Directors’ fees for the year ended 31 October 2005. Ordinary
Resolution 4
4. To re-appoint Messrs. KPMG and to authorise the Directors to fix their remuneration. Ordinary

Resolution 5
5. As Special Business
To consider, and if thought fit, to pass the following Ordinary Resolution:-

SECTION 132D OF THE COMPANIES ACT, 1965

“THAT pursuant to Section 132D of the Companies Act, 1965 and subject always to the approval
of all the relevant regulatory authorities, the Board of Directors of the Company be and is hereby
authorised to issue and allot from time to time such number of ordinary shares of the Company
upon such terms and conditions and for such purposes as the Directors may, in their absolute
discretion, deem fit, PROVIDED ALWAYS THAT the aggregate number of ordinary shares to be issued
pursuant to this resolution does not exceed 10% of the issued share capital of the Company for the
time being AND THAT the Directors are also empowered to obtain the approval for the listing of
and quotation for the additional shares so issued on the Bursa Malaysia Securities Berhad AND THAT
such authority shall continue in force until the conclusion of the next Annual General Meeting of the
Company or the expiration of the period within which the next Annual General Meeting is required
by law to be held or revoked/varied by resolution passed by the shareholders in general meeting Ordinary
whichever is the earlier.” Resolution 6

6. To transact any other business of which due notice shall have been given.
By Order of the Board

Lam Voon Kean
(MIA 4793)
Company Secretary

Penang, 7 March 2006

YIKON CORPORATION BHD( 527272-V)



Notice of Annual General Meeting (contq)

Notes:

1. A Member may appoint two (2) proxies to attend on the same occasion. A proxy may but need not be a Member
and the provisions of Section 149(1)(b) of the Act shall not apply to the Company. If a Member appoints two (2)
proxies, the appointments shall be invalid unless he specifies the proportions of his holdings to be represented by
each proxy.

2. Where a Member of the Company is an authorised nominee as defined under the Securities Industry (Central
Depositories) Act 1991, it may appoint at least one (1) proxy in respect of each securities account it holds with
ordinary shares of the Company standing to the credit of the said securities account.

3. If the appointor is a corporation, the proxy form must be executed under its Common Seal or under the hand of its
attorney.

4. To be valid, the proxy form duly completed must be deposited at the Company’s Registered Office at Suite 2-1, 2nd
Floor, Menara Penang Garden, 42A Jalan Sultan Ahmad Shah, 10050 Penang, not less than forty eight (48) hours
before the time appointed for holding the meeting.

5. The details of the Directors standing for re-election as in Agenda 2 are as more particularly disclosed in Pages 5 to 6
of the Annual Report of the Company.

Explanatory Note on Special Business:

The proposed Resolution 6, if passed, will give authority to the Board of Directors to issue and allot ordinary shares
from the unissued capital of the Company at any time in their absolute discretion and that such authority shall
continue in force until the conclusion of the next Annual General Meeting of the Company or the expiration of the
period within which the next Annual General Meeting is required by law to be held or revoked/varied by resolution
passed by the shareholders in general meeting whichever is the earlier.
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nformation

corporate information

BOARD OF DIRECTORS O

Dato’ Noor Ahmad Mokhtar Bin Haniff
Chairman / Independent Non-Executive Director
Chin Kok On
Managing Director
Chin Poh On
Executive Director
Lai Kwang Hooi @ Lai Bah Eng
Independent Non-Executive Director

AUDIT COMMITTEE O

Dato’ Noor Ahmad Mokhtar Bin Haniff
Chairman

Chin Kok On
Member

Lai Kwang Hooi @ Lai Bah Eng
Member

NOMINATING COMMITTEE O

Lai Kwang Hooi @ Lai Bah Eng
Chairman

Dato’ Noor Ahmad Mokhtar Bin Haniff
Member

REMUNERATION COMMITTEE O

Dato’ Noor Ahmad Mokhtar Bin Haniff
Chairman

Lai Kwang Hooi @ Lai Bah Eng
Member

Chin Kok On
Member

EMPLOYEES’ SHARE OPTION SCHEME (ESOS)

REGISTERED OFFICE O

Suite 2-1, 2nd Floor, Menara Penang Garden
42A, Jalan Sultan Ahmad Shah

10050 Penang, Malaysia.

Telephone No.: 04-229 4390

Facsimile No. : 04-226 5860

E-mail : mcsvpg@boardroomlimited.com

SHARE REGISTRAR D

AGRITEUM

Share Registration Services Sdn. Bhd. (578473-T)
2nd Floor, Wisma Penang Garden

42 Jalan Sultan Ahmad Shah

10050 Penang, Malaysia.

Telephone No.: 04-228 2321

Facsimile No. : 04-227 2391

COMPANY SECRETARY O
Lam Voon Kean (MIA 4793)

AUDITORS
O

KPMG

Chartered Accountants

1st Floor, Wisma Penang Garden
42, Jalan Sultan Ahmad Shah
10050 Penang, Malaysia

PRINCIPAL BANKERS

United Overseas Bank (Malaysia) Bhd (271809-k)
RHB Bank Berhad (6171-Mm)
EON Bank Berhad (92351-v)

STOCK EXCHANGE LISTING

COMMITTEE
O

Dato’ Noor Ahmad Mokhtar Bin Haniff
Chairman
Chin Kok On
Member
Lew Woo Sang
Member
Chin Poh On
Member (Alternate to Chin Kok On)
Othman Bin Desa
Member (Alternate to Lew Woo Sang)
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Directors’ Profiles

DATO’ NOOR AHMAD MOKHTAR BIN HANIFF

Dato’ Noor Ahmad Mokhtar Bin Haniff, aged 66, was appointed to the Board as the Chairman/
Independent Non-Executive Director on 2 March 2002. He was the General Manager of Penang
Development Corporation (“PDC”) until 1997 when he retired from the service. He started working
in PDC in 1972 as the Director of the first Free Industrial Zone in the country that he helped to plan,
develop and manage.

He received a Bachelor of Arts Degree (Hons) in Economics from University Malaya in 1964 and a year
later a post-graduate Diploma in Education, from the same university. He also obtained a certificate
in Top Management from the Asian Institute of Management in Manila in 1977 and he pursued a
course in Development Economics organised by the World Bank in Tokyo in 1980.

While in the service, he was extensively involved in and sat on numerous councils dealing with
economic planning, investment, tourism, education and environment conservation matters in the

state of Penang.

His current directorships in public companies, other than Yikon Corporation Bhd (“YCB”) are with
Globetronics Technologies Bhd, Amtek Holdings Bhd and Eurospan Holdings Berhad.

Dato’ Mokhtar attended all Board Meetings held during the financial year ended 31 October 2005.

CHIN KOK ON

Chin Kok On, aged 43, is the Managing Director of the Company and was appointed to the Board on
2 March 2002. He has more than 20 years of experience in the gold jewellery business. Coupled with
his entrepreneurial skills, he has steered the Group from a small-scale goldsmith to become one of
the leading gold jewellery manufacturers and exporters in Malaysia. He is responsible for the overall
sales and marketing as well as strategic planning of the Group. He also sits on the Board of several
private limited companies.

Mr Chin attended all Board Meeting held during the financial year ended 31 October 2005.

CHIN POH ON

Chin Poh On, aged 41, is the Executive Director of the Company and was appointed to the Board
on 2 March 2002. He has more than 20 years of valuable experience and knowledge in the gold
jewellery business. He participates in trade exhibitions to broaden his knowledge and to keep himself
abreast with the latest development in the manufacturing technology in relation to the gold jewellery
industry.

His responsibilities include overseeing the production sections and manufacturing techniques as well
as quality functions of the Group. He also heads the Group’s research and development team and
provides support to new product development and enhancing the manufacturing capabilities of the
Group. He also sits on the Board of several private limited companies.

Mr Chin attended all Board Meeting held during the financial year ended 31 October 2005.
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OTHES (cont’d)

LAl KWANG HOOI @ LAl BAH ENG

Lai Kwang Hooi @ Lai Bah Eng, aged 73, was appointed to the Board as an Independent Non-
Executive Director on 2 March 2002. He was with the Tax Division of the Inland Revenue Department
as an Assistant Examiner and served in Kedah, Perak, Kuala Lumpur and Penang for 22 years. During
the course of his work, he took a corresponding course to study Accountancy conducted by Australia
Society of Accountants [now known as Certified Public Accountants, Australia (“CPA, Australia”)] and
obtained his accountancy qualification in 1972. Subsequently, he became an Associate Member of
CPA, Australia in 1973, a Member of the Malaysian Institute of Accountants in 1973 and Member of
the Malaysian Institute of Certified Public Accountants in 1975.

He set up his own audit firm under the name of Lai Kwang Hooi & Co. and started practicing since
1988. He also sits on the Board of a private limited company.

Mr Lai attended all Board Meeting held during the financial year ended 31 October 2005.

Notes:

1. All the Directors are Malaysian.

2. None of the Directors has any family relationship with other Directors or substantial shareholders
of the Company except for Mr Chin Kok On and Mr Chin Poh On who are brothers.

3. None of the Directors has any conflict of interest with the Group other than as disclosed in the
Notes to the Financial Statement under Note 20.

4. None of the Directors has been convicted for any offences within the past 10 years other than
for traffic offences if any.
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Chairman’s Statement

Gold price has hit a 25-year high of USD 575.40 per ounce. Despite the slow
growth in the jewellery market, the Group managed to secure a contract to
manufacture and produce 2000 kilograms of gold wafers for a duration of 18
months commencing from August 2005. This contract has helped the company

to cushion the slowdown in the jewellery demand during the period.

On behalf of the Board of Directors of Yikon Corporation Bhd, it is my pleasure to present the Annual
Report and Audited Accounts of the Group for the financial year ended 31 October 2005.

FINANCIAL PERFORMANCE D

The Group achieved a turnover of RM77 million and profit before tax of RM0.696 million for the
financial year ended 31 October 2005, an increase of 73% and 38% respectively as compared to the
preceding financial year. The increase in turnover is due mainly to the higher sales of gold and the
increase in gold price during the period. Expansion of retail business in China also contributed to the
increase in revenue.

OPERATIONS REVIEW

@)
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During the financial year under review, demand for gold jewelleries remained slow throughout the
year due to the continued volatility of the gold bullion market coupled with the political uncertainty
in the Middle East. Gold price continued to rise especially in the third and fourth quarter of 2005,
spurred mainly by concern for global inflation caused by rising commodity prices especially oil.
Gold price touched a 18 year high of USD 480.25 per ounce in October 2005. As at the date of this
report, gold price has hit a 25-year high of USD 575.40 per ounce in February 2006. Despite the
slow growth in the jewellery market, the Group managed to secure a contract to manufacture and
produce 2000 kilograms of gold wafers for a duration of 18 months commencing from August 2005.
This contract has helped the company to cushion the slowdown in the jewellery demand during the
period.

The retail outlets in China have increased from seven (7) in the previous financial year to ten (10) as
at the date of this report. Some of the outlets that performed below expectations were relocated.
The Group now focuses its expansion mainly in three major provinces in China, namely, Xin Jiang,
Shan Xi and Jiang Su.

DIVIDENDS

@)

The Board of Directors does not recommend any dividend for the financial year ended 31 October
2005.
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atement (cont'd)

CORPORATE GOVERNANCE

The Board of Directors has reviewed and considered the principles and best practices of the Code on
Corporate Governance and recognised the importance of adopting good corporate governance. The
Board continues to ensure that all of the Bursa Securities Listing Requirements have been adhered to
by the Company.

PROSPECTS

Barring any unforeseen circumstances, the Board of Directors expects the Group to deliver better
performance in the year 2006. The contract to manufacture and produce gold wafers will provide
the Group with constant orders throughout the year. This contract will cushion the slowing demand
in the gold jewellery industry. The Group will continue to seek market share expansion in spite of
the slowdown.

The Group will continue its growth via opening up more retail outlets in strategic locations in China.
The operations will focus on provinces with growth potential which enable the Company to operate
with cost efficiency. The Group continues to monitor closely the performance of the outlets to ensure
better results in the coming year.

APPRECIATION

| would also like to take this opportunity to express our sincere appreciation for the confidence
and support given by our shareholders, customers, bankers, business associates and government
authorities.

We especially thank the great team of management led by our two executive directors and staff who
have worked with dedication and commitment. With their continued contribution, we look forward
to achieving sustained success together in future.

DATO’ NOOR AHMAD MOKHTAR BIN HANIFF
Chairman
21 February 2006

YIKON CORPORATION BHD( 527272-V)

JuawWalels S, uewlieyd



Group Structure
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overnance Statement

The Board of Directors of Yikon Corporation Bhd recognises the importance of maintaining good corporate governance as
a fundamental part of discharging its responsibilities to protect and enhance shareholders’ value. The Board is thus fully
committed in adherence towards the Principles and Best Practices in Corporate Governance, as set out in the Malaysian
Code on Corporate Governance.

Set out below are the details on how the Group has applied the Principles of Corporate Governance and the extent of
compliance with the Best Practices during the year ended 31 October 2005.

BOARD OF DIRECTORS
Composition and Balance

The Group is led and directed by an experienced Board. The Directors collectively bring to the Board diversity in business
experience, in-depth financial and technical expertise, which is sufficient to deal with all the business matters of the Group
effectively.

The Board is responsible for the overall control and proper management of the Group as well as the strategic direction,
establishing goals for the management and monitoring the achievement of these goals.

There is a clear division of responsibility between the Chairman, who is an Independent Non-Executive Director and the
Managing Director who is the Chief Executive Officer. The Chief Executive Officer has overall responsibility for the group’s
business operation, organisational effectiveness and the implementation of Board policies and decision-making process
of the Board. The Independent Non-Executive Directors fulfil their role by the exercise of independent judgment and
objective participation in the proceedings and decision-making process of the Board.

The Board presently comprises four (4) members, of whom two (2) are Executive Directors and two (2) are Independent Non-
Executive Directors. This composition reflects the comparably small size of the Board which contains a strong independent
element. Given the nature and scope of the Group’s operations, the Board is satisfied with the recommendation from the
Nominating Committee during its meeting held on 28 December 2005 and agreed that the current size of the Board is
adequate.

Board Meetings
The Board meets regularly on a quarterly basis, with additional meetings convened as necessary. During the financial year
ended 31 October 2005, the Board held five (5) meetings to deliberate on various matters and to decide and advise on

important issues.

Details of attendance record of Directors’ at Board meeting are shown below.

Directors 27/12/04 22/02/05 29/03/05 28/06/05 27/09/05
Dato’ Noor Ahmad Mokhtar Bin v v v v v
Haniff

Chin Kok On v v v v v/
Chin Poh On v

Lai Kwang Hooi @ Lai Bah Eng 4 v v 4 4

YIKON CORPORATION BHD( 527272-V)



Corporate Governance Statement (contd)

Supply of Information

All Directors are provided with an agenda and a set of Board papers to review prior to the Board meeting. Sufficient notice
has always been given to all Board and Committee meetings.

In discharging of their duties, Directors have unrestricted access to all information within the Group and utilised fully the
advice and services of the Company Secretary as well as other professional advisors.

The Management of the Group is required to table updates and explain to the Board in regards to business matters
relevant to the Group at the meeting to enhance the Directors understanding and facilitate them in making decisions .

Board Commiittees

Three main committees namely the Nominating, Remuneration and Audit Committees are empowered by the Board with
approved terms of reference to put forward recommendations and report to the Board. Final decision making has always
been the responsibility of the Board.

Nominating Committee

The Nominating Committee was set up on 16 September 2002 with the main objective of ensuring the process of
nominating and appointing of Board members is fair and transparent. The Committee comprises of two (2) Independent
Non-Executive Directors. Mr. Lai Kwang Hooi @ Lai Bah Eng is the Chairman of the Committee and Dato’ Noor Ahmad
Mokhtar Bin Haniff is a member. A formal set of terms of reference has been adopted by the Committee to carry out its
functions.

The Nominating Committee assists the Board on the following functions:

1. Considers candidates and recommends to the Board candidates for Directorships.

2. Recommends candidates for Board committees to the Board.

3. Reviews the Board structure, size and composition and to assess the effectiveness of the Board.

The Nominating Committee holds at least one meeting per year in carrying out an annual review of the above. The final
decision on appointments rests on the Board.

During the financial year ended 31 October 2005, a meeting was held on 27 December 2004 whereby all committee
members were present.

Re-election of Directors

In accordance with the Articles of Association, one third of the Directors who are subject to retirement by rotation shall
retire at the Annual General Meeting. The Articles further provide that the Directors shall retire from office at least once
every three years and shall be eligible for re-election. At the last Annual General Meeting held on 30 March 2005, Dato’
Noor Ahmad Mokhtar Bin Haniff retired and was re-elected to the Board.

Pursuant to Section 129(6) of the Companies Act, 1965, Directors who are over the age of seventy (70) years shall retire
at every annual general meeting and may submit themselves for re-appointment to hold office until the next annual
general meeting. At the last Annual General Meeting held on 30 March 2005, Mr Lai Kwang Hooi @ Lai Bah Eng retired in
accordance with this section and was re-elected to the Board.

»

The Company Secretary ensures that the Company meets all the legal and regulatory requirements before the appointments:
of Directors are made.
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overnance Statement (conta)

Remuneration Committee

The Remuneration Committee was formed on 16 September 2002. The Committee comprises Dato’ Noor Ahmad Mokhtar
Bin Haniff who is the Chairman, Mr. Lai Kwang Hooi @ Lai Bah Eng and Mr. Chin Kok On. Two third of the Committee
comprise Non-Executive Directors.

The Remuneration Committee recommends to the Board for approval the remuneration package of Directors. The
remuneration system takes into account individuals performance, Company’s performance and responsibilities of the
Directors as well as prevailing market rates.

The Remuneration Committee shall hold at least one (1) meeting per year. During the financial year ended 31 October
2005, one (1) meeting was held on 27 December 2004. All members were present.

Details of the Directors’ remuneration during the year are as follows:

Category Fees Allowance Salaries Bonuses EPF Total

Executive Directors 34,000 54,000 408,000 27,000 59,544 582,544
Non-Executive Directors 76,000 - - - - 76,000
Total 110,000 54,000 408,000 27,000 59,544 658,544

The number of Directors whose remuneration fall into the following bands comprises:-

Range of Remuneration Number of Directors
RM Executive Non-Executive
50,000 and below - 1
50,001 — 100,000 - 1

100,001 - 150,000 - -
150,001 - 200,000 - -

200,001 - 250,000 - -

250,001 - 300,000 1 -

300,001 - 350,000 1 -

Employees’ Share Option Scheme (ESOS) Committee

The ESOS Committee was appointed by the Board on 3 November 2003 with the principal objective to administer the
ESOS in accordance with the Bye-Laws. The Committee comprises Dato’ Noor Ahmad Mokhtar Bin Haniff who is the
Chairman, Mr. Chin Kok On, Mr Lew Woo Sang, Mr Chin Poh On (alternate to Mr Chin Kok On) and Mr Othman Bin Desa
(alternate to Mr Lew Woo Sang).

The ESOS Committee is empowered to administer the Scheme in such manner as it shall in its discretion deem fit subject
to the provisions of the Bye-Laws.

YIKON CORPORATION BHD( 527272-V)



Corporate Governance Statement (contd)

There were three (3) batches of options that have been granted to take up unissued ordinary shares of RM1 each of the
Company and the details are as follow:

Date of Offer Option Price (RM) Number of Options
20.11.2003 1.21 3,524,000
07.06.2005 1.66 966,800
22.09.2005 2.51 870,400

Directors’ Training

All the Directors have duly complied with the Listing Requirements in relation to Continuing Education Programme in the
financial year ended 31 October 2005. They had attended the Mandatory Accreditation Programme (“MAP”) organised
by the Research Institute of Investment Analysts which include of risk management awareness for Company Directors and
update on Latest Financial Instruments. The Company will see to it that the Directors will continue to attend other relevant
training programmes to enhance their knowledge, from time to time.

The Company will also provide an orientation programme with the aim of providing an overview of the Group’s business
operations and its direction for new Board members when it is necessary.
Relationship with Shareholders and Investors

The Company acknowledges the importance of regular and timely dissemination of material information and quarterly
financial results to shareholders and investors of the Company.

As such, the Company through press releases, annual report, announcements via Bursa Link and other channels of
communication promptly deliver announcements on important events and financial performances of the company to the
shareholders and investors.

Annual General Meeting (“AGM")
The AGM is the principal forum for dialogue and interaction with shareholders and to inform shareholders and investors
of current developments. Notice of AGM and the Annual Reports are sent out at least 21 days before the date of the

meeting.

Shareholders are encouraged to participate in each general meeting whereby the Directors are present to attend concerns
and enquiries in regards of the Group raised by them.
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overnance Statement (conta)

ACCOUNTABILITY AND AUDIT

Financial Reporting

With assistance of Audit Committee in reviewing the annual financial statements and quarterly financial results, the
Directors aim to present a balanced and understandable assessment of the Group’s position and prospects.

Directors’ Responsibility Statement

The Board has the responsibility to ensure that the financial statement gives a true and fair view of the state of affairs of the
Company and the Group at the end of the financial year and the results and cash flows of the Company and Group for the
financial year. In preparing the financial statements, the Directors have ensured that accounting standards in Malaysia and

the provision of the Companies Act, 1965 have been applied.

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

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

State of Internal Control

The Internal Control Statement furnished on pages 19 to 20 of this Annual Report provides an overview of the state of the
internal controls within the Group.

Relationship with the Auditors

The Board through the Audit Committee has established a formal and transparent relationship with the external auditors
of the Company.

The Audit Committee serves as an independent channel of communication with the external auditors. The Audit Committee
is responsive to the auditors’ enquiries and their recommendations in order to ensure compliance with the approved
accounting standards in preparing the Company’s financial statements.

Compliance Statement

The Group has complied with all the Best Practices of Corporate Governance set out in Part 2 of the Code on a continuing
basis except for the following:-

The Board does not have a formal schedule of matters reserved to it for decision. However, it has been the practice for the
Board to deliberate on significant matters that concern the overall strategy of the Group such as major investment and
divestment decisions, financial and operating performance, acquisition and disposal of fixed assets.

This statement is issued in accordance with a resolution of the Directors dated 21 February 2006.

YIKON CORPORATION BHD( 527272-V)



Audit Committee Report

MEMBERS

The Committee consists of three (3) members of which two (2) of them are independent directors. One of the members is
a member of the Malaysian Institute of Accountants. The Chairman is an independent director. No alternate director has
been appointed as member. The composition of the Committee remains the same throughout the financial year ended 31
October 2005. A meeting was held on 28 December 2005 whereby the terms of office and performance of the members
of the Audit Committee has been reviewed and the Board is satisfied with the Committee’s performance. The Members of
the Audit Committee are:

Dato’ Noor Ahmad Mokhtar Bin Haniff
Chairman / Independent Non-Executive Director

Chin Kok On
Managing Director

Lai Kwang Hooi @ Lai Bah Eng

Independent Non—Executive Director

Member of MIA

ACTIVITIES OF THE AUDIT COMMITTEE

Meetings

Five (5) meetings were convened by the Audit Committee during the financial year ended 31 October 2005. These
meetings were appropriately structured through the use of agendas, which were distributed to members. The Company
Secretary acted as the Secretary for the committee at all the meetings held. The other directors and senior management

of the group were also present at these meetings as and when invited to do so.

The attendance at the meetings were tabled as below:

Directors 27/12/04 | 22/02/05 | 29/03/05 | 28/06/05 | 27/09/05
Dato’ Noor Ahmad Mokhtar Bin Haniff v 4 v v 4
Chin Kok On v/ v v v v
Lai Kwang Hooi @ Lai Bah Eng v v 4 v v

Summary of Activities

The Audit Committee carried out its duties in accordance with its terms of reference during the year. The main activities
undertaken by the Committee were as follows:

Reviewed the external auditors’ scope of work and audit plans.

Reviewed with the external auditors the results of the audit, the audit report and the management letter.

Reviewed the Internal Audit programmes and plans for the financial year and the annual assessment of the Internal
Auditor’s performance.

Reviewed the internal audit reports on a quarterly basis, which highlighted the audit issues, recommendations and
management’s response. Discussed with management actions taken to improve the system of internal control based
on improvement opportunities identified in the internal audit reports.

Reviewed the annual financial statements of the Group and the Company with the external auditors, prior to submission
to the Board for their consideration and approval.

Reviewed the Company’s compliance, in particular, the quarterly and year end financial statements with the Listing _

Requirements of the Bursa Securities, Malaysian Accounting Standards Board and other relevant legal and regulatory « *

requirements. ’t:‘
* Reviewed the quarterly unaudited financial results announcements before recommending them for Board's approval. "

The review and discussions were conducted with the Senior Managers of the Company. 7
e Reviewed the related party transactions entered into by the Group. S A%

Reviewed the allocation of shares under the Employees Share Option Scheme.
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Ittee Report (conta)

TERMS OF REFERENCE
Functions of the Audit Committee

1. To consider the appointment of external auditors, the audit fee and any question of resignation or dismissal including
recommending and nominating of person or persons as external auditors;

2. To discuss with the external auditors when necessary on the nature and scope of audit and to ensure coordination of
audit where more than one (1) audit firm is involved;

3. Toreview the quarterly results and year-end financial statements prior to the approval by the Board, focusing on:-
- going concern assumption
- compliance with accounting standards and regulatory requirements
- any changes in accounting policies and practices
- significant issues arising from the audit
- major judgmental areas

4. To prepare the Audit Committee Report at the end of each financial year;

5. Todiscuss problems and reservations arising from the interim and final external auditors, and any matters the external
auditors may wish to discuss (in the absence of management, where necessary);

6. To review the external auditors’ management letter and management’s response;

7. Toreview 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;

8. Toreview the Internal Auditor’s programmes and plans for the financial year and the annual assessment of the Internal
Auditor’s performance;

9. Toreview the Internal Audit reports, which highlighted the audit issues, recommendations and management response
and ensure that material findings are adequately addressed by management;

10. To carry out such other responsibilities, functions or assignments as may be defined jointly by the Committee and the
Board from time to time;

11. In compliance with Paragraph 15.17 of the Listing Requirements of the Bursa Securities, where the Committee is of the
view that a matter reported by it to the Board has not been satisfactorily resolved resulting in a breach of the Listing
Requirements, the Committee must promptly report such matter to the Bursa Securities.

Membership

a. The Committee shall be appointed by the Board of Directors amongst the Directors of the Company who fulfil the
following requirements: -

i) the Committee must be composed of no fewer than three (3) members;

if) a majority of the Committee must be independent directors; and

iii) at least one (1) member of the Committee :
must be a member of the Malaysian Institute of Accountants; or

e if he is not a member of the Malaysian Institute of Accountants, he must have at least 3 years’ working experience
LGr:ust have passed the examinations specified in Part | of the 1st Schedule of the Accountants Act 1967; or

e he must be a member of one of the associations of accountants specified in Part Il of the 1st Schedule of the
Accountants Act 1967.
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Audit Committee Report (contd)

TERMS OF REFERENCE (cont’'d)

Membership (cont’d)

b. The members of the Committee shall elect a Chairman from among themselves who is an independent director.
c.  No alternate director should be appointed as a member of the Committee.

d. In the event of any vacancy in the Committee resulting in the non-compliance of the Listing Requirements of the
Exchange pertaining to composition of the Audit Committee, the Board of Directors shall within three (3) months of
that event appoint such number of new members as may be required to fill the vacancy.

e. The Board of Directors shall review the terms of office and performance of the Committee and each of its members
at least once every three years to determine whether the Committee and its members have carried out their duties in
accordance with their terms of reference.

Meetings
The Committee shall meet at least four (4) times a year.
A quorum shall consist of a majority of independent directors.

The Company Secretary shall be the Secretary of the Committee or in her absence, another person authorised by the
Chairman of the Committee.

The Committee may, as and when deemed necessary, invite other Board members and senior management members to
attend the meetings.

The external auditors may be required to attend the meetings when it is necessary. At least once a year, the Committee
shall meet with the external auditors.

Authority
The Committee in performing its duties, is granted the authority to:

i.  investigate any issues within its terms of reference;

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

iii. have unrestricted access to any information pertaining to the Company;

iv. directly communicate with the external auditors and the employees of the Group;

v.  be able to obtain independent professional or other advice; and

vi. have meetings with external auditors, without the attendance of the executive members of the committee, whenever
it is deemed necessary.
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rate Disclosure

. Share Buybacks, Options, Warrants or Convertible Securities

During the financial year, there were no Warrants or Convertible Securities issued by the Company. However,
975,500 new ordinary shares of RM 1.00 each were issued by the Company for cash by virtue of the exercise of options
pursuant to the Company’s Employees Share Option Scheme

. American Depository Receipt (ADR) or Global Depository Receipt (GDR) Programme

.

The Company did not sponsor any ADR or GDR programmes during the financial year.
Sanctions and/or Penalties

There were no sanctions and/or penalties imposed on the Company or its subsidiaries, Directors or management by the
relevant regulatory bodies.

. Non-Audit Fees

During the financial year ended 31 October 2005, an amount of RM 7,400 was paid and payable to the external
auditors for non-audit services rendered.

. Profit Estimate, Forecast, Projection or Unaudited Results

There was no significant variance between the results for the financial year and the unaudited results previously
announced.

. Profit Guarantee

8.

During the financial year, there was no profit guarantee given by the Company.
Material Contracts

There were no material contracts with the Company and its subsidiaries involving Directors’ and major shareholders’
interest.

Revaluation Policy on Landed Properties

The Company does not have a revaluation policy on landed properties.
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Internal Control Statement

Pursuant to Paragraph 15.27(b) of the Listing Requirements of the Bursa Securities, the Board of Directors of Yikon
Corporation Bhd is pleased to provide the following statement on the state of internal control of the Group. This statement
takes into consideration the recommendations of the “Statement on Internal Control: Guidance for Directors of Public
Listed Companies (“Internal Control Guidance”)”, a publication of the Task Force on internal control.

RESPONSIBILITY FOR RISK AND INTERNAL CONTROL

The Board recognises the importance of a sound system of internal control and a structured risk management framework
on good corporate governance. The Board affirms its overall responsibility for the Group’s systems of internal control
and for reviewing the adequacy and integrity of these systems. Because of the limitations that are inherent in any system
of internal control, these systems are designed to manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute assurance against material misstatement or loss.

The Board continues to maintain a sound system of internal control to ensure reasonable assessment and management of
risk through internal operating procedures, company guidelines and policies as well as compliance with applicable laws
and regulations. This system has been in place throughout the financial year under review.

RISK MANAGEMENT

The Board and Management are mindful of measures required to identify risks residing in any major proposed transactions,
changes in nature of activities and/or operating environment, or venturing into new operating environment. On an
ongoing basis, pertinent measures are deployed on appropriate risk response strategies and controls in order to monitor
and manage risks to an acceptable level.

INTERNAL AUDIT FUNCTION

The Board acknowledges the importance of the internal audit function and has outsourced this function to an independent
professional accounting and consulting firm, which provides much of the assurance the Board requires regarding the
effectiveness as well as the adequacy and integrity of the Group’s systems of internal control.

During the financial year under review, periodic internal audits were carried out by the internal auditor based on an audit
plan presented to and approved by the Audit Committee. The internal audit focused on the review of existing controls to
ensure the adequacy and integrity of the controls. Internal audit findings, with recommendations for improvement and
Management’s comments, were incorporated in the audit reports and circulated to members of the Audit Committee who
considered the implementation of action plans to address control deficiencies noted.
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Statement (cont'a)

INTERNAL CONTROL

Apart from risk management and internal audit, the Group has put in place the following key elements of internal
control:

e An organisation structure with a well-defined scope of responsibility, clear lines of accountability, and
appropriate levels of delegated authority;
A process of hierarchical reporting which provides for a documented and auditable trail of accountability;

e An established set of internal policies and procedures for operational, financial and human resource
management, which is subject to regular reviews and improvement;

e Regular and comprehensive information is provided to Management, covering financial and operational
performance and key business indicators, for effective monitoring and decision making; and

e Regular visits to operating units are made by members of the Board and Senior Management.

Based on findings in the internal auditors’ report for the financial year ended 31 October 2005, the general system of
internal control was noted to be adequate and appeared to be working satisfactorily. A number of minor internal control
weaknesses were identified during the year, all of which have been, or are being, addressed by Management. However,
none of the weaknesses in the internal control system have resulted in any material losses, contingencies or uncertainties
that would require disclosure in the Group’s annual report.

The Board continues to review and implement measures to strengthen the internal control environment of the Group.

This statement is issued in accordance with a resolution of the Directors dated 21 February 2006.
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Analysis of Shareholdings

AS AT 10 FEBRUARY 2006

SHARE CAPITAL AS AT 10 FEBRUARY 2006

Authorised : RM50,000,000

Issued and Fully Paid-Up: RM41,856,900

Class of Share :  Ordinary Shares of RM1.00 each fully paid

Voting Right : On a show of hands one vote for every shareholder
On a poll one vote for every ordinary share held

ANALYSIS BY SIZE OF HOLDINGS

No. of % of % of Issued
Size of Holdings Shareholders | Shareholders | No. of Shares | Share Capital
Less than 100 2 0.32 100 0.00
100 - 1,000 272 44.08 255,300 0.61
1,001 - 10,000 187 30.31 867,500 2.07
10,001 - 100,000 107 17.34 3,682,500 8.80
100,001 - 2,092,844 46 7.46 20,188,500 48.23
2,092,845 - 41,856,900 3 0.49 16,863,000 40.29
TOTAL 617 100.00 41,856,900 100.00
DIRECTORS’ SHAREHOLDINGS
Direct Interest Deemed Interest
No. | Name No. of Shares % No. of Shares %
1 Dato’ Noor Ahmad Mokhtar Bin Haniff - - - -
2 | Chin Kok On* 3,800,000 9.08 8,763,000 20.94
3 | Chin Poh On* 3,800,000 9.08 8,763,000 20.94
4 | Lai Kwang Hooi @ Lai Bah Eng 5,000 0.01 - -

By virtue of their interests of more than 15% in the shares of the Company, Messrs Chin Kok On and Chin Poh On are also
deemed to be interested in the shares of all its subsidiaries to the extent the Company has an interest.

* Option to subscribe for 160,000 shares in the Company pursuant to Yikon Corporation Bhd. Employees Share
Option Scheme.

SUBSTANTIAL SHAREHOLDERS

Direct Interest Deemed Interest
No. | Name No. of Shares % No. of Shares %
1 Profound Era Sdn. Bhd. 8,763,000 20.94 - -
2 | Chin Kok On 3,800,000 9.08 8,763,000 20.94
3 Chin Poh On 3,800,000 9.08 8,763,000 2094 ©
4 | Rosline Ang @ Ang Poh Hiok 2,607,500 6.23 2,027,100 4.84 "’t"‘. }
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areholdings (contq)

AS AT 10 FEBRUARY 2006

THIRTY LARGEST SHAREHOLDERS

No. of % of Issued
No. | Name Shares Share Capital
1 Profound Era Sdn. Bhd. 9,263,000 22.13
2 | Chin Poh On 3,800,000 9.08
3 | Chin Kok On 3,800,000 9.08
4 Daniel M Holdings Sdn. Bhd. 2,027,100 4.84
5 Paramsothy A/L A Sivapakiam 2,019,700 4.83
6 Rosline Ang @ Ang Poh Hiok 1,557,500 3.72
7 Krishnan A/L Ramasamy 1,000,000 2.39
8 RC Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Rosline Ang @ Ang Poh Hiok (T) 1,000,000 2.39
9 | Top-Gold Resources Sdn. Bhd. 960,000 2.29
10 | Chon Moi 800,000 1.91
11 | Affin Nominees (Tempatan) Sdn. Bhd.
Eassetmanagement Sdn. Bhd. for Khoo Ban Sean Benny 743,800 1.78
12 | RC Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Daniel Choong Yew Chee (M) 701,400 1.68
13 | Chandrasekar A/L Velusamy 670,900 1.60
14 | Daniel Choong Yew Chee 566,100 1.35
15 | Khoo Kay Seng Terry 502,700 1.20
16 | HLB Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Khoo Ban Sean Benny 500,000 1.19
17 | Wan Mohd Ismail Bin Wan Hussain 371,000 0.89
18 | AmSec Nominees (Tempatan) Sdn. Bhd.
AmMerchant Bank Bhd for Daniel Choong Yew Chee 332,000 0.79
19 | Jeanne Maznah Merican 320,000 0.76
20 | David Choong Jin Chai 314,800 0.75
21 | Azizah Binti Ali 300,000 0.72
22 | RC Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Eng Yan Chun @ Ng Yan Chan (T) 300,000 0.72
23 | Eng Yan Chun @ Ng Yan Chan 296,500 0.71
24 | HDM Nominees (Asing) Sdn. Bhd.
UOB Kay Hian Pte Ltd for Sean Swee Hock 285,000 0.68
25 | NgLam Shen 250,000 0.60
26 | Shahrin Merican 250,000 0.60
27 | Y.AM. Tunku Naquiyuddin Ibni Tuanku Jaafar 250,000 0.60
28 | RC Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Ng Yan Huat (T) 250,000 0.60
29 | Fun Yoon Fah 234,500 0.56
30 | Public Nominees (Tempatan) Sdn. Bhd.
Pledged Securities Account for Khoo Ban Sean Benny (E-IMO/|YK) 225,000 0.54
Total: 33,891,000 80.97
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eport

for the year ended 31 October 2005

The Directors have pleasure in submitting their report and the audited financial statements of the Group and of the
Company for the year ended 31 October 2005.

PRINCIPAL ACTIVITIES

The Company is an investment holding company.

The principal activities of the subsidiaries are set out in Note 3 to the financial statements.

There has been no significant change in the nature of these activities during the financial year.

RESULTS
Group Company
RM RM
Net profit for the year 326,206 1,230,051

RESERVES AND PROVISIONS

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

DIVIDEND

No dividend was paid since the end of the previous financial year and the Directors do not recommend any dividend to
be paid for the year under review.

DIRECTORS OF THE COMPANY

Directors who served since the date of the last report are:

Dato’ Noor Ahmad Mokhtar Bin Haniff - Chairman

Chin Kok On

Chin Poh On

Lai Kwang Hooi @ Lai Bah Eng

DIRECTORS’ INTEREST IN SHARES

The holdings and deemed holdings in the ordinary shares of the Company and of its related corporations of those who
were Directors at year end as recorded in the Register of Directors’ Shareholdings are as follows:

Ordinary shares of RM1 each

Direct interest Deemed interest
Balance at Balance at Balance at Balance at
Name of Director 1.11.2004 Bought (Sold) 31.10.2005 1.11.2004 31.10.2005
Chin Kok On 3,160,000 400,000 - 3,560,000 15,660,000 10,660,000
Chin Poh On 3,160,000 400,000 - 3,560,000 15,660,000 10,660,000
Dato’ Noor Ahmad Mokhtar Bin Haniff 10,000 - (10,000) - - -
Lai Kwang Hooi @ Lai Bah Eng 10,000 - (5,000) 5,000 - -
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Directors’ Report (contd)

for the year ended 31 October 2005

DIRECTORS’ INTEREST IN SHARES (CONT'D)

Number of options for ordinary shares of RM1 each

Balance at Balance at
Name of Director 1.11.2004 Granted (Exercised) 31.10.2005
Chin Kok On 400,000 - - 400,000
Chin Poh On 400,000 - - 400,000

By virtue of their interests of more than 15% in the shares of the Company, Messrs Chin Kok On and Chin Poh On are also
deemed to be interested in the shares of all its subsidiaries to the extent the Company has an interest.

DIRECTORS’ BENEFITS

Since the end of the previous financial year, no Director of the Company has received nor become entitled to receive
any benefit (other than a benefit included in the aggregate amount of emoluments received or due and receivable by
Directors as shown in the financial statements) by reason of a contract made by the Company or a related corporation with
the Director or with a firm of which the Director is a member, or with a company in which the Director has a substantial
financial interest other than rental expense of RM70,272 paid by a subsidiary to a company in which certain Directors have
substantial financial interests.

There were no arrangements during and at the end of the financial year which had the object of enabling Directors of the
Company to acquire benefits by means of the acquisition of shares in or debentures of the Company or any other body
corporate apart from the issuance of options pursuant to the Employees’ Share Option Scheme (“ESOS"”) of the Company.

ISSUE OF SHARES AND DEBENTURES

During the financial year, the issued and paid-up share capital of the Company was increased from RM40,000,000 to
RM40,975,500 through the issuance of 975,500 new ordinary shares of RM1.00 each as follows:

No. of ordinary shares

Option price of RM1.00 each issued

RM
Exercise of options under ESOS 1.21 762,600
1.66 212,900

OPTIONS GRANTED OVER UNISSUED SHARES

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

At an Extraordinary General Meeting held on 10 October 2003, the Company’s shareholders approved the establishment
of an ESOS of not more than 10% of the issued share capital of the Company, to eligible employees of the Group.
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eport (cont’d)

for the year ended 31 October 2005

OPTIONS GRANTED OVER UNISSUED SHARES (CONT'D)

The options granted to take up unissued ordinary shares of RM1 each and the option price are as follows:

Number of options over ordinary shares of RM1 each

Lapsed

Granted due to
Balance at and resignation/ Balance at
Date of offer Option price 1.11.2004 accepted termination (Exercised) 31.10.2005

RM

20.11.2003 1.21 2,550,000 - (44,000) (762,600) 1,743,400
7.6.2005 1.66 - 966,800 (58,200) (212,900) 695,700
22.9.2005 2.51 - 870,400 - - 870,400

The Company applied to the Companies Commission of Malaysia for the exemption of Section 169(11) of the Companies
Act, 1965. Approval has been granted from the authority to exclude the disclosure of details of the employees to whom the
options have been granted, other than details of the employees who have been granted 60,000 or more ordinary shares.
The details are as follows:

Number of options over ordinary shares of RM1 each

Lapsed

Balance at due to Balance at
Name 1.11.2004 Granted (Exercised) resignation 31.10.2005
Chin Kok On 400,000 - - - 400,000
Chin Poh On 400,000 - - - 400,000
Lew Woo Sang 250,000 150,000 (150,000) - 250,000
Kong Kai Yuen 120,000 80,000 (66,000) - 134,000
Lee Chong Keat 60,000 40,000 (53,000) - 47,000
Othman Bin Desa 60,000 60,000 (60,000) - 60,000

The salient features of the ESOS are as follows :

vi.

The total number of shares to be offered under the ESOS shall not exceed 10% of the issued and paid-up share capital
of the Company at any point of time during the existence of the ESOS;

The ESOS shall continue to be in force for a period of five (5) years commencing 11 November 2003 (“Option
period”);

The option is personal to the grantee and is not assignable, transferable, disposable or changeable except for certain
conditions provided for in the Bye-Laws;

Eligible persons are employees and executive Directors of the Group who have been confirmed on the date of offer
and fall within any other criteria that the ESOS Committee may, from time to time, determine at its discretion;

Each offer shall be in multiple of 100 options and accepted in multiples of 100 shares;

The option price shall be the higher of the following:

a. a discount of not more than 10% on the weighted average market price of the shares as quoted and shown in
the daily official list issued by Bursa Malaysia Securities Berhad for the five (5) Market Days preceding the date of

the offer; and

b. the par value of the shares.
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Directors’ Report (contd)

for the year ended 31 October 2005

OPTIONS GRANTED OVER UNISSUED SHARES (CONT'D)

vii. The options granted do not confer any dividend or other distribution declared to the shareholders as at a date which
precedes the date of exercise of the option and will be subject to all the provisions of the Articles of Association of the
Company; and

viii. In the event of any alteration in the capital structure of the Company during the Option period, whether by way of
capitalisation of profits or reserves, rights issues, reduction of capital, subdivision, consolidation of shares or otherwise
howsoever, taking place, such corresponding alterations (if any) shall be made in the number of shares relating to the
unexercised Options and Option price.

OTHER STATUTORY INFORMATION

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

i. all known bad debts have been written off and adequate provision made for doubtful debts, and
ii. all current assets have been stated at the lower of cost and net realisable value.
At the date of this report, the Directors are not aware of any circumstances:

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

ii. that would render the value attributed to the current assets in the financial statements of the Group and of the
Company misleading, or

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

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

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

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

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

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

In the opinion of the Directors, the results of the operations of the Group and of the Company for the financial year ended
31 October 2005 have not been substantially affected by any item, transaction or event of a material and unusual nature
nor has any such item, transaction or event occurred in the interval between the end of that financial year and the date
of this report.
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for the year ended 31 October 2005

AUDITORS
The auditors, Messrs KPMG, have indicated their willingness to accept re-appointment.

Signed in accordance with a resolution of the Directors:

Chin Kok On

Chin Poh On

Penang,
Date: 21 February 2006
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Statement by Directors

pursuant to Section 169(15) of the Companies Act, 1965

In the opinion of the Directors, the financial statements set out on pages 31 to 57 are 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 the state of affairs of the Group and of the Company at 31 October 2005 and the results of their operations

and cash flows for the year ended on that date.

Signed in accordance with a resolution of the Directors:

Chin Kok On

Chin Poh On

Penang,
Date: 21 February 2006

Statutory Declaration

Pursuant to Section 169(16) of the Companies Act, 1965

I, Chin Kok On, the Director primarily responsible for the financial management of Yikon Corporation Bhd, do solemnly
and sincerely declare that the financial statements set out on pages 31 to 57 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 abovenamed at Georgetown in the State of Penang on 21 February 2006.

Chin Kok On

Before me:
Chai Choon Kiat, PJM(NO:P.073)
Commissioner for Oaths
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e Auditors

to the Members of Yikon Corporation Bhd (Company No. 527272 - V)
(Incorporated in Malaysia)

We have audited the financial statements set out on pages 31 to 57. The preparation of the financial statements is the
responsibility of the Company’s Directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial statements and to report our
opinion to you, as a body, in accordance with Section 174 of the Companies Act, 1965 and for no other purpose. We do
not assume responsibility to any other person for the content of this report.

We conducted our audit in accordance with approved Standards on Auditing in Malaysia. These standards require that
we plan and perform the audit to obtain all the information and explanations which we consider necessary to provide
us with evidence to give reasonable assurance that the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. An audit
also includes an assessment of the accounting principles used and significant estimates made by the Directors as well
as evaluating the overall adequacy of the presentation of information in the financial statements. We believe our audit
provides a reasonable basis for our opinion.

In our opinion :

a. the financial statements 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 state of affairs of the Group and of the Company at 31 October 2005 and the results of their operations and
cash flows for the year ended on that date; and

ii. 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

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

The subsidiaries in respect of which we have not acted as auditors are identified in Note 3 to the financial statements and
we have considered their financial statements and the auditors’ reports thereon.

We are satisfied that the financial statements of the subsidiaries 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 audit reports on the financial statements of the subsidiaries were not subject to any qualification and did not include
any comment made under subsection (3) of Section 174 of the Act.

KPMG Lee Min On

Firm Number: AF 0758 Partner

Chartered Accountants Approval Number: 2647/05/07 (J)
Penang,

Date: 21 February 2006
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Consolidated Balance Sheet

at 31 October 2005

Note 2005 2004
RM RM
Property, plant and equipment 2 20,216,715 20,224,582
Current assets
Inventories 4 10,723,093 8,819,138
Trade and other receivables 5 58,537,204 41,337,991
Tax recoverable 485,179 2,102,248
Cash and cash equivalents 6 4,088,635 5,467,871
73,834,111 57,727,248
Current liabilities
Trade and other payables 7 41,096,140 13,463,488
Borrowings 8 1,300,000 13,272,000
Provision for taxation 3,400 -
42,399,540 26,735,488
Net current assets 31,434,571 30,991,760
51,651,286 51,216,342
Financed by:
Capital and reserves
Share capital 9 40,975,500 40,000,000
Reserves 10 9,062,131 8,187,106
Shareholders’ funds 50,037,631 48,1 87,1 06
Negative goodwill 11 - 1,664,856
Long term and deferred liabilities
Deferred tax liabilities 12 1,613,655 1,364,380
51,651,286 51,216,342
The financial statements were approved and authorised for issue by the Board of Directors on 21 February 2006.
‘ -‘\
o
.’ A S 4
The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these ™ =~ (=
financial statements. ot
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ncome Statement

Revenue

Cost of goods sold

Gross profit
Administrative expenses
Other operating expenses
Other operating income
Operating profit
Finance costs

Profit before tax

Tax expense

Net profit for the year

Basic earnings per ordinary share (sen)

Diluted earnings per ordinary share (sen)

for the year ended 31 October 2005

Note 2005 2004
RM RM

13 77,010,696 44,429,159
(71,289,683)  (39,674,814)
5,721,013 4,754,345
(6,002,369)  (5,447,492)
(118,658) (155,230)

2,185,691 2,573,786

14 1,785,677 1,725,409
16 (1,090,107)  (1,221,372)
695,570 504,037

17 (369,364) 199,157
326,206 703,194

18 0.806 1.758
18 0.791 1.757

The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these

financial statements.
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Consolidated Statement of Changes In Equity

for the year ended 31 October 2005

<— Non-distributable —> Distributable

Exchange
Share fluctuation Retained
Share capital premium reserve profits Total
RM RM RM RM RM
At 1 November 2003 40,000,000 4,720,018 - 4,002,102 48,722,120
Translation of the opening net
investment in foreign subsidiaries
at year end’s exchange rate # - - (38,208) - (38,208)
Net profit for the year - - - 703,194 703,194
2003 first and final dividend -
3% tax exempt - - - (1,200,000) (1,200,000)
At 31 October 2004 40,000,000 4,720,018 (38,208) 3,505,296 48,187,106
Translation of the opening net
investment in foreign subsidiaries
at year end’s exchange rate # - - 248,159 - 248,159
Issue of share capital (Note 9)
- exercise of ESOS 975,500 300,660 - - 1,276,160
Net profit for the year - - - 326,206 326,206
At 31 October 2005 40,975,500 5,020,678 209,951 3,831,502 50,037,631
# represents net gain/(loss) not recognised in the consolidated income statement.
‘ -‘\
o
.’ A S 4
The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these ™ ("«
financial statements. ot
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ated Cash Flow Statement

for the year ended 31 October 2005

Cash flows from operating activities
Profit before tax
Adjustments for:
Depreciation

Loss/(Gain) on disposal of property, plant and equipment

Interest expense
Interest income
Impairment loss
Recognition of negative goodwill

Operating profit before working capital changes

(Increase)/Decrease in:

Inventories

Trade and other receivables
Increase in trade and other payables

Cash generated from operations
Interest received
Interest paid
Tax refunded/(paid)

Net cash generated from operating activities
Cash flows from investing activities

Proceeds from disposal of property, plant and equipment

Purchase of property, plant and equipment
Net cash used in investing activities
Cash flows from financing activities

Bankers’ acceptances, net
Dividend paid
Proceeds from issuance of shares

Net cash (used in)/generated from financing activities
Exchange differences on translation of the financial statements

of foreign operations

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Foreign exchange differences on opening balance

Cash and cash equivalents at end of year

Note:
Cash and cash equivalents

2005 2004
RM RM
695,570 504,037
1,864,374 1,643,658
14,550 (52,483)
1,090,107 1,221,372
(472,930) (489,318)
118,658 118,657
(1,664,856) (1,664,856)
1,645,473 1,281,067
(1,786,348) (6,454,911)
(17,076,437) 1,921,767
27,540,201 6,912,132
10,322,889 3,660,055
472,930 489,318
(1,090,107) (1,221,372)
1,500,380 (735,593)
11,206,092 2,192,408
32,968 750,000
(2,015,833) (3,999,841)
(1,982,865) (3,249,841)
(11,972,000) 2,781,000
- (1,189,214)
1,276,160 -
(10,695,840) 1,591,786
91,331 (20,965)
(1,381,282) 513,388
5,467,871 4,964,658
2,046 (10,175)
4,088,635 5,467,871

Cash and cash equivalents included in the consolidated cash flow statement comprise the following consolidated balance

sheet amounts:

Short term deposits with a licensed bank
Cash and bank balances

2005 2004

RM RM
500,000 2,200,000
3,588,635 3,267,871
4,088,635 5,467,871

The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these

financial statements.
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Balance Sheet

at 31 October 2005

Note 2005 2004
RM RM
Investments in subsidiaries 3 22,403,422 22,403,422
Amount due from subsidiaries 5 24,699,302 22,211,621
Current assets
Other receivables 5 1,000 1,000
Tax recoverable 18,000 12,000
Cash and cash equivalents 6 46,611 42,280
65,611 55,280
Current liabilities
Other payables 7 109,740 117,939
109,740 117,939
Net current liabilities (44,129) (62,659)

47,058,595 44,552,384

Financed by:

Capital and reserves

Share capital 9 40,975,500 40,000,000
Reserves 10 6,083,095 4,552,384
Shareholders’ funds 47,058,595 44,552,384

* A

¥
The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these W' . * " _
financial statements. o
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for the year ended 31 October 2005

Note 2005 2004

RM RM

Revenue 13 2,000,784 675
Administrative expenses (210,894) (219,033)
Other operating income 161 -
Operating profit/(loss) 14 1,790,051 (218,358)
Tax expense 17 (560,000) -
Net profit/(loss) for the year 1,230,051 (218,358)

The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these
financial statements.
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Statement of Changes In Equity

for the year ended 31 October 2005

At 1 November 2003
Net loss for the year

2003 first and final dividend -
3% tax exempt

At 31 October 2004

Issue of share capital (Note 9)
- exercise of ESOS

Net profit for the year

At 31 October 2005

X 4 _‘
The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with; these "% = = .

financial statements.

Non-distributable Distributable
(Accumulated
loss)/
Share Retained
Share capital premium profits Total
RM RM RM RM
40,000,000 4,720,018 1,250,724 45,970,742
- - (218,358) (218,358)
- - (1,200,000) (1,200,000)
40,000,000 4,720,018 (167,634) 44,552,384
975,500 300,660 - 1,276,160
- - 1,230,051 1,230,051
40,975,500 5,020,678 1,062,417 47,058,595
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for the year ended 31 October 2005

Cash flows from operating activities
Profit/(loss) before tax

Adjustment for interest income

Operating profit/(loss) before working capital changes

Decrease in other payables

Cash generated from/(used in) operations

Interest received
Tax paid

Net cash generated from/(used in) operating activities
Cash flows from investing activity
(Advances to)/Repayments from subsidiaries

Net cash (used in)/generated from investing activity

Cash flows from financing activities

Dividend paid
Proceeds from issuance of shares

Net cash generated from/(used in) financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note:

Cash and cash equivalents

2005 2004
RM RM
1,790,051 (218,358)
(784) (675)
1,789,267 (219,033)
(8,199) (15,969)
1,781,068 (235,002)
784 675
(566,000) (12,000)
1,215,852 (246,327)
(2487,681) 1,441,811
(2,487,681) 1,441,811
- (1,189,214)
1,276,160 -
1,276,160  (1,189,214)
4,331 6,270
42,280 36,010
46,611 42,280

Cash and cash equivalents included in the cash flow statement comprise cash and bank balances as disclosed in the

balance sheet.

The notes set out on pages 39 to 57 form an integral part of, and should be read in conjunction with, these

financial statements.
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Notes to the Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies are adopted by the Group and by the Company and are consistent with those
adopted in previous years.

a. Basis of accounting

Thefinancial statements of the Group and of the Company are prepared on the historical cost basis except as disclosed
in the notes to the financial statements and in compliance with the provisions of the Companies Act, 1965 and
applicable approved accounting standards in Malaysia.

b. Basis of consolidation

Subsidiaries are those enterprises controlled by the Company. Control exists when the Company has the power,
directly or indirectly, to govern the financial and operating policies of an enterprise so as to obtain benefits from
its activities. The financial statements of subsidiaries are included in the consolidated financial statements from the
date that control effectively commences until the date that control effectively ceases. Subsidiaries are consolidated
using the acquisition method of accounting.

A subsidiary is excluded from consolidation when either control is intended to be temporary if the subsidiary is
acquired and held exclusively with a view of its subsequent disposal in the near future and it has not previously been
consolidated or it operates under severe long term restrictions which significantly impair its ability to transfer funds to
the Company. Subsidiaries excluded on these grounds are accounted for as investments.

Under the acquisition method of accounting, the results of subsidiaries acquired or disposed of during the year
are included from the date of acquisition or up to the date of disposal. At the date of acquisition, the fair values of
the subsidiaries’ net assets are determined and these values are reflected in the Group financial statements. The
difference between the acquisition cost and the fair values of the subsidiaries’ net assets is reflected as goodwill or
negative goodwill as appropriate.

Intragroup transactions and balances and the resulting unrealised profits are eliminated on consolidation. Unrealised
losses resulting from intragroup transactions are also eliminated unless cost cannot be recovered.

c. Negative goodwill

Negative goodwill represents the excess of the fair value of the identifiable assets and liabilities of the subsidiaries over
the cost of acquisition.

Negative goodwill is recognised as income on a straight line basis over a period of 3 years from 1 November 2002.
d. Property, plant and equipment

Freehold land and capital work-in-progress are stated at cost. All other property, plant and equipment are stated at
cost less accumulated depreciation and accumulated impairment losses.

Property, plant and equipment retired from active use and held for disposal are stated at the carrying amount at the
date when the asset is retired from active use, less impairment losses, if any.

Depreciation
Freehold land and capital work-in-progress are not amortised.

Short term leasehold land is amortised in equal instalments over the lease period of 50 years.

.
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inancial Statements (cont'a)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

d. Property, plant and equipment (cont’d)

On other property, plant and equipment, depreciation is calculated to write off their cost on a straight line basis
over the term of their estimated useful lives at the following principal annual rates:

%
Buildings 2 -10
Plant and machinery 10
Furniture, fittings and office equipment 10-33.33
Motor vehicles 20
Mould 10

Impairment

The carrying amount of assets, other than inventories and financial assets (other than investments in subsidiaries),
are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated. An impairment loss is recognised whenever the
carrying amount of an asset or the cash-generating unit to which it belongs exceeds its recoverable amount.
Impairment losses are recognised in the income statement.

The recoverable amount is the greater of the asset’s net selling price and its value in use. In assessing value in
use, estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset. For an asset that does
not generate largely independent cash inflows, the recoverable amount is determined for the cash-generating unit
to which the asset belongs.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount and it is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised. The reversal is recognised in the income statement.

Investments

Long term investments in subsidiaries are stated at cost in the Company less impairment loss where applicable.
Inventories

Inventories are stated at the lower of cost and net realisable value.

Inventories are taken up as assets of the Group when significant risks and rewards of ownership of the goods have
been transferred to the Group.

Cost, in the case of manufactured inventories, includes direct materials, direct labour and attributable production
overheads. Cost is determined on the first-in, first-out basis.

Trade and other receivables

Trade and other receivables and amount due from subsidiaries are stated at cost less allowance for doubtful debts.
Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, balances and deposits with banks and highly liquid investments

which have an insignificant risk of changes in value. For the purpose of the cash flow statement, cash and cash
equivalents are presented net of bank overdrafts and pledged deposits, if any.
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Notes to the Financial Statements (conta)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
j- Liabilities
Borrowings and trade and other payables are stated at cost.
k. Provisions

A provision is recognised when it is probable that an outflow of resources embodying economic benefits will be
required to settle a present obligation (legal or constructive) as a result of a past event and a reliable estimate can
be made of the amount.

I. Income tax

Tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the income
statement except to the extent that it relates to items recognised directly in equity, in which case it is recognised
in equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided, using the liability method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements. Temporary differences are not
recognised for goodwill not deductible for tax purposes and the initial recognition of assets or liabilities that at
the time of the transaction affects neither accounting nor taxable profit. The amount of deferred tax provided is
based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using
tax rates enacted or substantially enacted at the balance sheet date.

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.

m. Foreign currency
i. Foreign currency transactions

Transactions in foreign currencies are translated to Ringgit Malaysia at rates of exchange ruling at the date of
the transactions. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated to Ringgit Malaysia at the foreign exchange rates ruling at that date. Where forward exchange
contracts have been arranged in respect of assets and liabilities, the contracted rates of exchange are used.
Foreign exchange differences arising on translation are recognised in the income statement. Non-monetary
assets and liabilities denominated in foreign currencies, which are stated at historical cost, are translated to
Ringgit Malaysia at the foreign exchange rates ruling at the date of the transactions.

ii. Financial statements of foreign operations

The Group’s foreign operations are not considered an integral part of the Company’s operations. Accordingly,
the assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
consolidation, are translated to Ringgit Malaysia at exchange rates ruling at the balance sheet date. The
revenue and expenses of foreign operations are translated to Ringgit Malaysia at average exchange rates
applicable throughout the year. Foreign exchange differences arising on translation are recognised directly

in equity.
The closing rates used in the translation of foreign currency monetary assets and liabilities and the financial
statements of foreign operations are as follows: W 4
2005 2004 y  ;
RM RM ' Tl
usb 3.76 3.80 . p ke
HKD 0.49 0.49 3 o
RMB 0.47 0.46 ‘ P2\
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inancial Statements (cont'a)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
n. Revenue
i. Goods sold
Revenue from sale of goods is measured at the fair value of the consideration receivable and is recognised in
the income statement when the significant risks and rewards of ownership have been transferred to the
buyer.

ii. Interest income

Interest income is recognised in the income statement as it accrues, taking into account the effective yield on
the assets.

iii. Dividend income
Dividend income is recognised when the right to receive payment is established.
o. Finance costs
All interest and other costs incurred in connection with borrowings are expensed as incurred.
p- Employee benefits
i. Short term employee benefits
Wages, salaries and bonuses are recognised as expenses in the year in which the associated services are
rendered by employees of the Group. Short term accumulating compensated absences such as paid annual
leave are recognised when services are rendered by employees that increase their entitlement to future
compensated absences, and short term non-accumulating compensated absences such as sick leave are
recognised when absences occur.

ii. Defined contribution plans

Obligations for contributions to defined contribution plans are recognised as an expense in the income
statement as incurred.

iii. Equity and equity-related compensation benefits

The share option programme allows Group's eligible employees to acquire shares of the Company. When the
options are exercised, equity is increased by the amount of the proceeds received.

q. Derivative financial instruments

The Group uses derivative financial instruments including forward foreign exchange contracts, to hedge its exposure to
foreign exchange risk arising from operational, financing and investment activities.

Derivative financial instruments (used for hedging purpose) are accounted for on an equivalent basis as the underlying

assets, liabilities or net positions. Any profit or loss arising is recognised on the same basis as that arising from the related
assets, liabilities or net positions.
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Notes to the Financial Statements (conta)
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Notes to the Financial Statements (conta)

3. INVESTMENTS IN SUBSIDIARIES - COMPANY

2005 2004
RM RM
- Unquoted shares, at cost 22,403,422 22,403,422
Details of the subsidiaries are as follows :
Place of Percentage of
Name of company incorporation equity held Principal activity
2005 2004
% %
Yikon Jewellery Industry Sdn. Bhd. Malaysia 100 100  Manufacture and export of gold
jewellery and ornaments
Yikoni Gold Sdn. Bhd. Malaysia 100 100  Trading of gold jewellery and
ornaments
Yikon (HK) Ltd. (“YHK") * Hong Kong 100 100  Investment holding, distributing
and trading of gold jewellery and
ornaments
Subsidiaries of YHK
Yikoni Gold (Shan Xi) Co. Ltd. People’s Republic 100 100  Under members’ voluntarily
(“YSX") * of China liquidation
Yikoni Gold (Shen Zhen) Co. Ltd. People’s Republic 100 100  Trading of gold jewellery and
(“Ysz") * of China ornaments

* Subsidiaries not audited by KPMG

For the financial year ended 31 October 2005, YSX incurred a loss before tax of RM22,679. The subsidiary ceased
operations in August 2005 and is under the process of being liquidated.

4. INVENTORIES - GROUP

2005 2004

RM RM

Raw materials 1,023,382 -
Manufactured inventories 187,329 72,789
Trading inventories 9,512,382 8,746,349
10,723,093 8,819,138

* A
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inancial Statements (cont'a)

5. RECEIVABLES

5.1 Trade and other receivables

Trade receivables
Less: Allowance for doubtful debts

Other receivables

- Other receivables, deposits and prepayments
Less: Allowance for doubtful debts

5.2 Amount due from subsidiaries

Amount due from subsidiaries

Group Company

2005 2005 2004
RM RM RM
25,168,252 7,181,857 - -
(300,000) (300,000) - -
24,868,252 6,881,857 - -
33,968,952 34,756,134 1,000 1,000
(300,000) (300,000) - -
33,668,952 34,456,134 1,000 1,000
58,537,204 41,337,991 1,000 1,000

Group Company
2005 2005 2004
RM RM RM

24,699,302 22,211,621

Included in other receivables, deposits and prepayments of the Group is an amount of RM27.5 million (2004 :
RM27.4 million) representing deposits paid for consignment of gold totalling 0.846MT (2004 : 1.051MT) from
gold bullion traders and financial institutions. Of this amount, RM27.1 million (2004 : RM26.7 million) is in respect
of deposits which bears interest ranging from 2.5% to 3.0% (2004 : 1.75% to 2.50%) per annum.

As at balance sheet date, gold totalling approximately 0.412MT (2004 : 0.872MT) was in the custody of customers
during the course of business, pending return at a later date. The market value of the gold as at balance sheet date
was approximately RM24 million (2004 : RM45 million).

The normal credit period extended for credit sales vary from customer to customer and ranges from 30 days to

90 days.

The amount due from subsidiaries, which comprises long term advance, is non-trade in nature, unsecured,
interest-free and is not receivable within the next twelve months.
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Notes to the Financial Statements (conta)

6. CASH AND CASH EQUIVALENTS

Short term deposits with a licensed bank
Cash and bank balances

7. TRADE AND OTHER PAYABLES

Trade payables

Other payables and accrued expenses
Deposits from customers for gold delivered
Amount due to a Director

Group Company
2005 2004 2005 2004
RM RM RM RM
500,000 2,200,000 - -
3,588,635 3,267,871 46,611 42,280
4,088,635 5,467,871 46,611 42,280
Group Company
2005 2004 2005 2004
RM RM RM RM
23,249,281 4,413,707 - -
6,259,253 2,359,288 109,740 111,482
11,587,606 6,683,113 - -
- 7,380 - 6,457
41,096,140 13,463,488 109,740 117,939

Trade payables include an amount of RM21,761,102 in respect of gold bullion which bears interest ranging from 0.5%

to 2.5% per annum.

The amount due to a Director was unsecured, interest-free and had no fixed terms of repayment.

8. BORROWINGS - GROUP

Current

Unsecured

Bankers’ acceptances

2005
RM

1,300,000

2004
RM

13,272,000

Interest is charged at 3.55% to 3.92% (2004 : 2.82% to 3.64%) per annum.

#



inancial Statements (conta)

9. SHARE CAPITAL

2005 2004
RM RM
Ordinary shares of RM1 each
Authorised 50,000,000 50,000,000
Issued and fully paid:
Balance at T November 40,000,000 40,000,000
Exercise of ESOS 975,500 -
Balance at 31 October 40,975,500 40,000,000

The movements during the year in the number of options over the shares of the Company are disclosed in Note 15.

10. RESERVES

Group Company

2005 2004 2005 2004
RM RM RM RM

Non-distributable
Share premium 5,020,678 4,720,018 5,020,678 4,720,018
Exchange fluctuation reserve 209,951 (38,208) - -

Distributable

Retained profits/ (Accumulated loss) 3,831,502 3,505,296 1,062,417 (167,634)
9,062,131 8,187,106 6,083,095 4,552,384

The movement of the reserves is shown in the Statement of Changes in Equity.

Subject to agreement by the Inland Revenue Board, the Company has sufficient Section 108 tax credit to frank its
entire retained profits if paid out as dividends.
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Notes to the Financial Statements (conta)

11.

12.

13.

NEGATIVE GOODWILL - GROUP

2005 2004

RM RM
At 1 November 1,664,856 3,329,712
Recognised in the income statement (Note 14) (1,664,856) (1,664,856)
At 31 October - 1,664,856
DEFERRED TAX LIABILITIES - GROUP

2005 2004

RM RM

At 1 November 1,364,380 1,697,380
Recognised in the income statement (Note 17) 249,275 (333,000)
At 31 October 1,613,655 1,364,380
The recognised deferred tax liabilities are as follows:

2005 2004

RM RM
Property, plant and equipment
- Capital allowances 1,155,571 1,081,968
- Revaluation 621,380 621,380
Unabsorbed capital allowances - (150,833)
Provisions (163,296) (188,135)
1,613,655 1,364,380
REVENUE
Group Company
2005 2004 2005 2004
RM RM RM RM
Interest income 784 675 784 675
Dividend income - - 2,000,000 -
Sale of gold jewellery and ornaments 77,009,912 44,428,484 - -
77,010,696 44,429,159 2,000,784 675
‘ -‘\
e
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14. OPERATING PROFIT/(LOSS)

This has been arrived at:

Group Company
2005 2004 2005 2004
RM RM RM RM
After charging:
Auditors’ remuneration
— current year 42,820 39,770 12,600 10,000
— prior year 8,600 - - -
Directors of the Company
— Fees 110,000 94,000 102,800 86,800
— Others 548,544 556,384 - -
Other Directors
— Fees 19,000 55,000 - -
— Others 164,105 160,954 - -
Depreciation (Note 2) 1,864,374 1,643,658 - -
Impairment loss 118,658 118,657 - -
Rental — machinery 46,800 38,510 - -
- building 212,707 292,939 - -
Loss on foreign exchange
— realised 141,365 - - -
— unrealised 9,669 - 12,250 -
Loss on disposal of plant and equipment 14,550 - - -
and crediting:
Dividend income from a subsidiary - - 2,000,000 -
Interest income 472,930 489,318 784 675
Gain on foreign exchange
— realised - 185,681 - -
— unrealised - 149,907 - -
Gain on disposal of property, plant and
equipment - 52,483 - -
Rental income 19,720 22,500 - -
Recognition of negative goodwiill
(Note 11) 1,664,856 1,664,856 - -
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15.

16.

EMPLOYEE INFORMATION
Group Company
2005 2004 2005 2004
RM RM RM RM
Staff costs 5,467,609 5,377,435 - -

The number of employees of the Group and of the Company (including executive Directors) at the end of the year
was 325 (2004 : 317) and Nil (2004 : Nil) respectively.

Staff costs of the Group include contributions to the Employees’ Provident Fund and other defined contribution plans
of RM395,447 (2004 : RM404,150).

Share option plan
The Group offers vested share options over ordinary shares to full-time employees and executive Directors of the

Group with more than one year’s service. Movements in the number of share options held by employees are as
follows:

Group/Company

2005 2004
Outstanding at 1 November 2,550,000 -
Granted and accepted 1,837,200 3,328,000
Lapsed due to resignation/termination (102,200) (778,000)
Exercised (975,500) -
Outstanding at 31 October 3,309,500 2,550,000
Details of share options granted during the year :

2005 2004
Expiry date 10.11.2008 10.11.2008
Exercise price per ordinary share (RM) 1.21 - 2.51 1.21
Aggregate issue proceeds (RM) 1,276,160 -
Fair value at date of issue (RM) 2,430,196 -
FINANCE COSTS - GROUP

2005 2004

RM RM
Bank overdrafts 1,762 1,670
Bankers’ acceptances 145,568 346,485
Gold loan interest 747,920 766,250
Standby letters of credit 194,007 106,967
Others 850 -
‘\
1,090,107 1,221,372 i f"
A\ ““\‘ i 2 A
s § -~
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17. TAX EXPENSE

Current tax expense

— Current
— Prior year

Deferred tax expense

— Origination and reversal of temporary
differences
— Prior year

Reconciliation of effective tax expense

Profit/(loss) before tax

Income tax using Malaysian tax rate
Non-deductible expenses

Tax exempt income

Tax incentives

Losses not allowable for set-off

Under/(Over) provision in prior year

Tax expense

YIKON CORPORATION BHD( 527272-V)

Group Company
2005 2004 2005 2004
RM RM RM RM
119,643 97,308 560,000 -
446 36,535 - -
120,089 133,843 560,000 -
142,970 18,000 - -
106,305 (351,000) - -
249,275 (333,000) - -
369,364 (199,157) 560,000 -
Group Company

2005 2004 2005 2004
RM RM RM RM
695,570 504,037 1,790,051 (218,358)
185,231 141,130 501,214 (61,140)
136,411 19,609 - -
(466,160) (466,160) - -
(78,913) (38,774) - -
486,044 459,503 58,786 61,140
262,613 115,308 560,000 -
106,751 (314,465) - -
369,364 (199,157) 560,000 -




Notes to the Financial Statements (conta)

18.

19.

EARNINGS PER ORDINARY SHARE - GROUP

Basic earnings per ordinary share

The calculation of basic earnings per ordinary share is based on the net profit attributable to ordinary shareholders of
RM326,206 (2004 : RM703,194) and on the weighted average number of ordinary shares outstanding during the year
of 40,495,243 (2004 : 40,000,000).

Diluted earnings per ordinary share

The calculation of diluted earnings per ordinary share is based on the net profit attributable to ordinary shareholders

of RM326,206 (2004 : RM703,194) and on the weighted average number of ordinary shares outstanding during the
year of 41,222,527 (2004 : 40,020,902) calculated as follows :

2005 2004
Weighted average number of ordinary shares as above 40,495,243 40,000,000
Effect of share options 727,284 20,902
Weighted average number of ordinary shares (Diluted) 41,222,527 40,020,902

SEGMENTAL INFORMATION

Segment information is presented in respect of the Group’s business and geographical segments. The primary format,
business segments, is based on the Group’s management and internal reporting structure. Inter-segment pricing is
determined based on negotiated terms.

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 interest-earning assets and revenue, interest-

bearing loans, borrowings and expenses, and corporate assets and 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.

Business segments

The Group'’s activities are principally confined to the manufacture and sale of gold jewellery and ornaments.
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inancial Statements (cont'a)

19. SEGMENTAL INFORMATION (CONT'D)

Geographical segments

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

Other Asian
Middle East Countries Malaysia Consolidated
RM RM RM RM
2005
Revenue from external customers
by location of customers 39,332,160 14,322,944 23,355,592 77,010,696
Segment assets by location of assets - 18,352,406 75,213,239 93,565,645
Capital expenditure by location of assets - 279,629 1,736,204 2,015,833
2004
Revenue from external customers by
location of customers 26,356,416 18,056,405 16,338 44,429,159
Segment assets by location of assets - 17,020,510 58,829,072 75,849,582
Capital expenditure by location of assets - 932,800 3,067,041 3,999,841

20. SIGNIFICANT RELATED PARTY TRANSACTIONS - GROUP/COMPANY
20.1 Identity of related parties

i.  The Company has a controlling related party relationship with its subsidiaries as disclosed in the financial
statements.

ii. The Company has a related party relationship with the following company in which the Directors are
deemed to have substantial financial interests :

- Profound Era Sdn. Bhd.

iii. The Company also has a related party relationship with its Directors and key management personnel and
the close members of their families. The Directors and key management personnel of the Group are:

- Chin Kok On
- Chin Poh On
- Lew Woo Sang

20.2  Significant transactions with related parties other than those disclosed elsewhere in the financial statements
are as follows:

i.  Transactions with Directors and key management personnel

There were no transactions with the Directors and key management personnel other than the
following:

a. rental expense of RM70,272 paid by a subsidiary to a company in which certain Directors have
substantial financial interests.

YIKON CORPORATION BHD( 527272-V)
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20.

21.

22.

23.

SIGNIFICANT RELATED PARTY TRANSACTIONS - GROUP/COMPANY (CONT'D)

20.2  Significant transactions with related parties other than those disclosed elsewhere in the financial statements
are as follows: (cont’d)

b. the remuneration package paid to Mr Chin Kok On, Mr Chin Poh On and Mr Lew Woo Sang in accordance
with the terms and conditions of their appointments.

The Directors of the Company are of the opinion that the above transactions were entered into in the ordinary
course of business and the terms of which have been established on a negotiated basis.

20.3 Non-trade balances with subsidiaries at balance sheet date are disclosed in Note 5 to the financial statements.

CAPITAL COMMITMENT - GROUP

2005 2004
RM'000 RM'000

Property, plant and equipment
Contracted but not provided for 39 430

CONTINGENT LIABILITY, UNSECURED

Company

i.  Corporate guarantees
The Company has issued corporate guarantees to certain financial institutions for banking facilities granted to one
of its subsidiaries for a limit of RM67.7 million (2004 : RM67.7 million). As at balance sheet date, RM29.1 million
(2004 : RM46.1 million) was utilised.

ii. Continuing financial support
The Company has undertaken to provide continuing financial support to certain subsidiaries to enable them to
meet their financial obligations as and when they fall due.

FINANCIAL INSTRUMENTS

Financial risk management objectives and policies

The Group and the Company’s financial risk management policy seeks to ensure that adequate financial resources are

available for the development of the Group’s and the Company’s businesses whilst managing the prevailing credit,

interest rate, liquidity and currency risks.

Credit risk

The Group and the Company do not have a formal credit policy but the exposure to credit risk is monitored on an
ongoing basis.

Interest rate risk

»

The Group and the Company place excess funds with reputable licensed banks to generate interest income and utilise g
bank borrowings with variable rates to finance their operations. W

=
7
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e Financial Statements (contd)

23. FINANCIAL INSTRUMENTS (CONT'D)
Foreign exchange risk

The Group and the Company incur foreign currency risk on sales and purchases that are denominated in a currency
other than Ringgit Malaysia. The currency giving rise to this risk is mainly US dollars. The Group hedges its foreign
currency exposure by booking forward its sales and purchases. The deferred/unrecognised loss associated with
anticipated future transactions is RM38,000 (2004 : RM NIL) and the expected timing of recognising the expense is
over the next 3 months. Where necessary, the forward exchange contracts are rolled over at maturity at market rates.

The Company is also exposed to foreign currency risk in respect of its investments in foreign subsidiaries. However,
the Board and management keep this policy under review and take the necessary actions to minimise the exposure of
the risk on an ongoing basis.

Liquidity risk

The Group and the Company monitor and maintain a level of cash and cash equivalents deemed adequate by
management to finance the Group’s operations and to mitigate the effects of fluctuations in cash flows.

Effective interest rates and repricing analysis

In respect of interest-earning financial assets and interest-bearing financial liabilities, the following table indicates their
effective interest rates at the balance sheet date and the period in which they reprice or mature, whichever is earlier.

Effective
interest rate Within 1-5
per annum Total 1 year years
% RM RM RM
Group
2005
Financial assets
Gold deposits placed with gold bullion traders 2.58 27,147,775 27,147,775 -
Short term deposits with a licensed bank 2.50 500,000 500,000 -
Cash at bank 2.50 46,611 46,611 -
Financial liability
Bankers’ acceptances 3.60 1,300,000 1,300,000 -
Trade payables 1.61 21,761,102 21,761,102 -
2004
Financial assets
Gold deposits placed with gold bullion traders 2.58 26,691,064 26,691,064 -
Short term deposits with a licensed bank 2.50 2,200,000 2,200,000 -
Cash at bank 1.00 1,789,223 1,789,223 -
Financial liability
Bankers’ acceptances 3.64 13,272,000 13,272,000 -

YIKON CORPORATION BHD( 527272-V)
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23. FINANCIAL INSTRUMENTS (CONT'D)

Company
2005

Financial asset
Cash at bank

2004

Financial asset
Cash at bank

Fair values

Recognised financial instruments

Effective
interest rate Within 1-5
per annum Total 1 year years
% RM RM RM
1.70 46,611 46,611 -
2.50 35,389 35,389 -

The carrying amounts approximate fair values in respect of cash and cash equivalents, trade and other receivables, trade
and other payables and short term borrowings due to the relatively short term nature of these financial instruments.

The fair value of amount due from subsidiaries has not been determined as the timing of the expected cash flows of
this balance cannot be reasonably determined principally due to lack of fixed repayment terms entered by the parties

involved and without incurring excessive cost.

Unrecognised financial instruments

The valuation of financial instruments not recognised in the balance sheet reflects their current market rates at the

balance sheet date.

The contracted amount and fair value of financial instruments not recognised in the balance sheet as at 31 October are:

Forward foreign exchange contracts

2005 2004
Contracted Contracted
amount Fair value amount Fair value
RM'000 RM'000 RM'000 RM’'000
1,965 2,003 — —
"k
““\‘ f 4,
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Details of the landed properties of the Group as at 31 October 2005 are as follow:-

Land / Age
Built Up of Net Book Date of
Description/ Area | Building Value Acquisition /
Location Existing Use (sq ft) | (years) Tenure (RM'000) | (Revaluation)
Plot 36, Bayan Lepas Asingle storey | 66,447 / 11/ | Leasehold 9,701 (20-10-2000)
Industrial Estate, Phase factory building 57,546 3 | for 60 years
4, 11900 Bayan Lepas, with a single expiring on
Penang. storey office / 31.10.2053
Annexed to a
new 3 storey
factory building
No. 122-4-1, 4th Floor, A flatted factory 1,500 9 Freehold 338 (20-10-2000)
The Penang Gold and unit/ Currently
Jewellery Exchange Vacant
Centre, Jalan Sungai,
10150 Penang.
No. 11A, Lorong Kekabu Double Storey 3,122/ 3 Freehold 404 18-10-2001
1, 11960 Pulau Pinang. Semi Detached 1,748
House/ Staff
Hostel
No. 9, Lorong Kekabu 1, Double Storey 3,423/ 3 Freehold 420 18-10-2001
11960 Pulau Pinang. Semi Detached 1,748
House/ Staff
Hostel
No. 11, Lorong Kekabu, Double Storey 5,048 / 3 Freehold 512 18-10-2001
11960 Pulau Pinang. Semi Detached 1,748
House/ Currently
rented out
No. 2, Jalan Kekabu, Double Storey 2,648 / 3 Freehold 377 18-10-2001
11960 Pulau Pinang. Semi Detached 1,748
House/ Staff
Hostel
No. 1, Lorong Kekabu, Double Storey 3,197 / 3 Freehold 408 18-10-2001
11960 Pulau Pinang. Semi Detached 1,748

House/ Staff
Hostel
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Proxy Form

YIKON CORPORATION BHD. (527272-V)
(Incorporated in Malaysia)

T/NVI, e e e e (Full name in block letters)
o ) 0000000000000 OO (Address)
being a member / members of Yikon Corporation Bhd. hereby appoint ......................................................................................................................
(Full name in block letters)
OF e (Address)
or failing him the CHAIRMAN OF THE MEETING as my/our proxy, to vote for me/us and on my/our behalf at the Sixth
Annual General Meeting of the Company to be held at Kuang Room, Hotel Equatorial, No. 1, Jalan Bukit Jambul, 11900
Penang on Wednesday, 29 March 2006 at 10:30 a.m. and at any adjournment thereof.

NO. ORDINARY RESOLUTIONS FOR AGAINST
1. To receive and adopt the Audited Financial Statements. - Resolution 1
2a. To re-elect Mr Chin Kok On, who retires pursuant to | - Resolution 2
Article 133 of the Company’s Articles of Association.
2b. To re-elect Mr Lai Kwang Hooi @ Lai Bah Eng, who retires | — Resolution 3
pursuant to Section 129 of the Companies Act, 1965.
3. To approve Directors’ fees. - Resolution 4
4. To re-appoint Messrs. KPMG. - Resolution 5
5. Authority to issue shares pursuant to Section 132D of the | - Resolution 6

Companies Act, 1965.

(Please indicate with “X” how you wish your vote to be cast. If no specific direction as to voting is given, the proxy will
vote or abstain at his discretion) No. of Ordinary Shares Held

Signed this ... day of March 2006. s
Signature of Shareholder(s)

Notes:

1. A Member may appoint two (2) proxies to attend on the same occasion. A proxy may but need not be a Member and
the provisions of Section 149(1)(b) of the Act shall not apply to the Company. If a Member appoints two (2) proxies,
the appointments shall be invalid unless he specifies the proportions of his holdings to be represented by each proxy.

2. Where a Member of the Company is an authorised nominee as defined under the Securities Industry (Central
Depositories) Act 1991, it may appoint at least one (1) proxy in respect of each securities account it holds with
ordinary shares of the Company standing to the credit of the said securities account.

3. If the appointor is a corporation, the proxy form must be executed under its Common Seal or under the hand of its
attorney.

4. To be valid, the proxy form duly completed must be deposited at the Company’s Registered Office at Suite 2-1, 2nd
Floor, Menara Penang Garden, 42A Jalan Sultan Ahmad Shah, 10050 Penang, not less than forty eight (48) hours
before the time appointed for holding the meeting.
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fold here

fold here

STAMP
HERE

To
THE COMPANY SECRETARY
Yikon Corporation Bhd. (527272 - V)
Suite 2-1, 2nd Floor
Menara Penang Garden
42A, Jalan Sultan Ahmad Shah
10050 Penang, Malaysia.

fold here






