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Although the tough operating environment in the year under
review was marked by economic uncertainty and fluctuating
foreign exchange rates, the manufacturing division performed
credibly and recorded a turnover of RM585.5 million, an increase
of RM40.5 million compared to the turnover of RM545.0 million
achieved in the previous financial year. Operating profit achieved
in the current year under review was RM35.4 million.

Financial year 2011 saw the Group expanding its stretch film
production capacity to approximately 100,000 metric tons of high
quality films, with the commencement of operations of our
second 4,000mm width 7-Layer Cast Stretch Film Line since
August 2010, in line with Scientex’s global strategy to continue
increasing its market share in its existing key global markets whilst
progressively moving into new territories, we have recently taken
delivery of the Group's third state-of-the-art 4,000mm width
7-Layer Cast Stretch Film Line, which has commenced operations
in September 2011. With a total of 9 cast film production lines fully
operational by the 3rd quarter of 2011, our total annual capacity
would rise to 120,000 metric tons. We believe that through greater
economies of scale, we would be able to lower our production
costs further and become more cost competitive in the
marketplace.

Further to that, we have also signed a sale and purchase
agreementin June 2011 to acquire a 12.54 acres piece of industrial
land located close to our existing manufacturing facility in Pulau
Indah. The newly acquired land is earmarked for future capacity

Stretch Film PP Strapping Film
expansion to meet the growing global demand for our industrial
packaging products and to enable us to further diversify our
product portfolio.

As the market leader, besides investing in technologically-advanced
machinery and increasing our production capacity, we have also
continued to develop and produce environmental-friendly
products with significant cost-saving features. One such
example is our new-generation super thin film marketed under
our “Neo Telite" brand in Japan and “Elite Premium” brand in the
rest of the world. Since its launch in August 2010, we have
witnessed encouraging response for this thinner film which
provides similar packaging performance whilst significantly
reducing film consumption, thereby generating lesser wastage
and hence reducing the carbon footprint.

Our PP strapping band sales continue to witness increasing
demand from our major customers. To cater for the anticipated
increase in global demand, we have invested in 2 additional new
lines which are expected to become fully operational by early
2012, and therefore further boost our annual production capacity
of PP strapping bands from 16,200 metric tons to 24,000 metric
tons. We have retained our position as one of the largest PP
strapping band producers in the world, exporting our products to
Japan, Australia, New Zealand and Asia Pacific region. With the
additional capacity, we would be able to improve our production
efficiency and enhance our costs competitiveness to expand our
existing markets whilst exploring new markets globally.
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Our niche products division remains focused on serving niche
markets, commanding better margins whilst serving a select
customer base. Our niche products consist of woven products,
PVC rigid film, blown film, urethane pre-polymer adhesives,
corrugated carton boxes, polymer products and tufted carpet
mats for the automotive industry. For the year under review, this
division recorded lower margin due to the overall softening of
demand worldwide. In particular, our polymer business was
affected by the Japanese tsunami which impacted the demand
for our products for automotive industry worldwide.

Our polymer products division encountered a very challenging
year. However, we have taken steps to mitigate the adverse impact
of the volatile price fluctuations of raw material prices by
implementing a pass-through pricing mechanism with our
customers. Another risk mitigation initiative is to expand our pool
of raw material suppliers who are able to provide substitute
products with comparable quality.

Since the final quarter of the financial year, there has been a
recovery in demand for our products as the global supply chain
began to normalise its operations, particularly as Japanese
manufacturers began their efforts to rebuild their enterprises. We
are optimistic that demand for our polymer products would
rebound as automotive manufacturers gradually increase their
production output to full strength to recoup the lost ground
during the tsunami tragedy. At present, we supply automotive
interior materials, e.g. TPO/PVC Bilaminated, TPO/PVC sheet and
vinyl for the manufacture of automotive interior parts and
applications namely instrument panels, door trims, arm rest,
console, headlining and car upholstery to original equipment
manufacturers who in turn supply to Honda, Nissan, Subaru,
Mitsubishi, Ford, Tata, GM-Daewoo as well as Proton and Perodua.
In recognition of the high quality of our products, we have
achieved the prestigious 1SO/TS16949 certification which has
enabled us to penetrate international markets and to make
greater inroads in Japan, Australia, India and Thailand. The
international certification has also opened doors enabling us to
form strategic alliances with various automotive manufacturers in
order to explore further business opportunities in the future.

Demand for our woven bags has remained constant and we have
been able to maintain our market share despite growing
competition from our South East Asian (SEA) counterparts.
Despite volatile raw material costs, we have been able to address
and maintain our operational costs through stringent costs
control measures as well as to increase the selling prices
correspondingly. For the coming financial year, we plan to expand
the margins of this segment by focusing on our bulk bags which
has better margins, and capitalising on the lower costs of
production in Vietnam.

In the meantime, we have noted rising demand for urethane
pre-polymer adhesives in the SEA region, as flexible packaging
converters increased their supply of products to the ever-growing
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food and beverage industries. We are pleased to highlight that we
have managed to achieve 30% market share in Indonesia and
about 40% market share in Malaysia in the year under review, and
we are confident that we would be able to achieve our targeted
33% market share in Indonesia by 2012 whilst maintaining our
market share in Malaysia.

Our carton products have been affected by the market volatility of
paper prices which has seen a price hike of more than 30%, and
adversely impacted our profit margins in the previous financial
year. We had then focused our efforts on producing
higher-margin  products for customers to enhance our
profitability. At the same time, we sourced and imported raw
materials from more affordable alternative suppliers overseas.
Thanks to the quick remedial action and strategies implemented,
our profit margins for the current financial year under review have
shown improvement.

Our tufted carpet mats are customised to meet the specific
requirements of automobile manufacturers. Through the
reduction of production costs and implementation of tighter
stock control and monitoring of raw material costs, we have been
able to obtain better margins for our products.

Our raffia business caters mainly to the niche Japanese market
and we intend to further increase our sales for the coming year
through our proposed expansion to Thailand and the introduction
of our latest product known as “Air Bubble”"which would be able to
command better margins.

On 18 March 2011, Scientex entered into a 50 : 50 joint venture
with Mitsui Chemicals Tohcello,, Inc. of Japan, a leading global
producer of ethylene-vinyl acetate (EVA) solar encapsulant film, an
essential component in the manufacture of photovoltaic solar
modules. A joint venture company known as MCTI Scientex Solar
Sdn Bhd has been set up since March 2011 to undertake the
venture. Under the venture, the manufacturing plant shall be
located at the Bukit Rambai Industrial Estate, Melaka and
construction works for the plant has started since August 2011.
We expect to commence commercial operations by the second
half of 2012 to tap into the exciting growth prospects of the
rapidly growing global solar industry.
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Sales Gallery, Taman Mutiara Mas

Taman Mutiara Mas, Skudai

Property

Our property division with 4
on-going projects continued to
produce another set of excellent
results for financial year 2011, with
revenue rising from RM149.8
million registered for the last
financial year to RM218.8 million
and operating profits jumping to
RM62.0 million from RM33.1
million previously. This represents
an increase of 46.1% in terms of
revenue and 87.2% in terms of
operating profits vis-a-vis the
preceding financial year.

Strategically located in the Iskandar Malaysia region, the Taman Mutiara Mas property development in Skudai is targeted at
the niche segment who wish to reside amidst a natural living environment within a gated and guarded sanctuary.

In September 2010, Taman Mutiara Mas successfully launched its first residential double storey cluster homes known as
‘Sapphire’ Due to its strategic location and practical design, there was an overwhelming response to the launch with a
take-up rate of 80% out of the total of 128 units available for sale. Following its successful launch, the management launched
in early December 2010 76 exclusive units of 2V storey terrace houses with an unprecedented sales of 60 units sold within

the first month of its launch.

To generate greater publicity for the development, Taman Mutiara Mas has been showcased twice in ‘MAPEX the largest
property exhibition in Malaysia which was held in November 2010 and April 2011. Through this exhibition, we have been able
to generate sales of more than RM10 million whilst creating greater awareness amongst thousands of potential home buyers

who subsequently visited our development after attending the exhibition.

Backed by the encouraging response from the 2 launches, and to continue enhancing the value of our development, the
management invested approximately RM7 million to build the show village in April 2011 consisting of 6 units of show houses,
town park and a sales gallery with approximately 5,000 square feet of exhibition space. The show village also features an earth
mound, forest walk and canals to enable residents to experience the nature-centric environment in Taman Mutiara Mas.

In the coming financial year, Taman Mutiara Mas is set to double its sales revenue from the financial year under review with
the new launches of 232 units double storey cluster homes and 57 units of 3 storey shops. Apart from the upcoming
launches, it also targets to hand over keys and delivery of vacant possession to 73 proud shop owners and 204 home owners

for its earlier phases launched.
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Taman Scientex, Pasir Gudang

Taman Scientex, Pasir Gudang saw 4 new launches with a total
of 715 units of double storey terrace houses available for sale for
the financial year under review. Our Phase Q7b (Camelia)
comprising 179 units of double storey terrace houses was
launched in September 2010 with a 100% take-up rate to date.
Phase P12 (Lily) was also launched in September 2010 and
enjoys a 78% take-up rate to date. Meanwhile, Phase Q11 (Tulip)
comprising 190 units of double storey low medium cost terrace
house was also launched in September 2010 and enjoys a 86%
take-up rate at present, whilst Phase Q12 (Emilia) comprising
212 units of double storey terrace houses which was launched
later in May 2011 has seen a 35% take-up rate to date. This
favorable trend indicates that the Group has continued to
effectively meet the demand for affordable housing in the
vicinity.

We are pleased to note that we successfully handed over 650
units of houses to our purchasers in the financial year under
review. Phase Q9C (Aster Classic) comprising 163 units of
double storey terrace houses was duly handed over in October
2010, Phase Q9b (Aster 2) comprises 139 units double storey
terrace houses was handed over in December 2010, Phase Q10a
(Iris) and Phase Q10b (Iris Elite) comprising 152 units and 147
units of double storey terrace houses respectively were duly
handed over to the purchasers in June 2011, and Phase P11
(Impiana) comprising 50 units of double storey cluster homes
were handed over in September 2011.

With this, we believe that the Group is strengthening its
reputation as a reliable and reputable property developer,
dedicated to providing quality yet affordable housing for the
masses.

Taman Scientex, Kulai

Taman Scientex, Kulai saw 3 launches for the financial year
under review. The launch of Phase K2b (Lavender 2) comprising
36 units of double storey semi-detached houses was held in
November 2010, and benefitted from the spillover effects of the
overwhelming response for Phase K2a. To date, this launch has
seen a take-up rate of 75%. In the first half of 2011, we launched
Phase K5b (Camelia) in March 2011 comprising 144 units of
double storey terrace houses, of which 50% of the available
units have been taken up to date.

Our commercial units have also been met with favorable
response where 14 units of double storey shops under Phase
K7a have been fully sold. In line with the strong demand, the
management launched Phase K7b in July 2011 comprising 16
units of double storey shops fronting the Jalan Kulai — Ayer
Hitam main road. In view of its high public-frontage visibility
and location in the growing township, we expect the sales
momentum for this project to pick up as construction
progresses at site.

The financial year under review also saw the handing over of
223 units of various types of houses to our purchasers. Phase K4
& K2a comprising 165 units of double storey low medium cost
houses and 58 units of double storey semi-detached houses
respectively were handed over in April 2011.
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Sales Gallery, Taman Muzaffar Heights

Taman Muzaffar Heights, Ayer Keroh

For the financial year 2011, our development in Taman Muzaffar Heights has
registered a revenue of RM22.9 million through a 100% take-up rate of 150
units of our double storey terrace houses and 45 units of the 2 storey shop
offices.

For the year under review, we have also successfully handed over 38 units of
semi-detached houses to the owners, while another 62 units of double storey
terrace houses and 35 units of 2 storey shop offices have been completed and
are awaiting delivery to the purchasers in October 2011.

As part of the value-creation initiatives, we have invested additional resources
to upgrade our main access road into a dual carriageway and we are also in the
midst of building recreational amenities such as recreational lakes, jogging
track and reflexology path for the benefit and enjoyment of the homeowners.
We believe that these efforts would go a long way towards further enhancing
the property values within the development.

We have just completed the construction of a brand new sales gallery and
show village with a built up area of approximately 12,000 square feet in order
to showcase our existing and up-and-coming launches for our development.

Our participation in the Melaka Mapex Exhibition, Melaka’s biggest property
exhibition in July 2011 has achieved great success, resulting in overwhelming
response for our upcoming Phase M7 double storey link house launch
registration exercise.

For the coming financial year, Taman Muzaffar Heights will continue to focus
on its niche development and target higher revenue returns based on our
proven track record of delivering quality homes in a timely manner.

Outlook

Overall, we remain optimistic of the
prospects in our property segment, as
we are beginning to reap the benefits of
our strategies put in place over the years.

We believe that our business model of
focusing on the affordable as well as the
high-end properties uniquely positions
us to capture the demand from both the
growing mass market as well as the
increasingly-affluent and  discerning
middle-to-upper income segment. With
the innovative features, strategic
locations, and timely launches of our
properties, in addition to our strong
reputation as a trustworthy developer,
we are confident that our property
segment would continue to shine in the
coming financial year.




31

Corporate Responsibility Statement

SCIENTEX
Foundation

Scientex Berhad has, through the formation of
Scientex Foundation, carried out activities in the
areas of healthcare and environmental concerns
as part of its corporate responsibility initiative. The
activities of Scientex Foundation are driven mainly
by funding secured from its principal Scientex
Berhad. In addition, the Foundation may also seek
contributions and donations from the public.
Effective from 15 February 2009, all contributions
and donations made to the Foundation are tax
exempt in accordance to the provisions of the
Income Tax Act, 1967.

In an interdependent globalised world, Scientex is
cognizant of the need to work together with
various stakeholders and interest groups to
address issues which may affect the way
businesses ought to be run, how its operations
and business activities may have an impact on
people and the surrounding environment. With
that in mind, Scientex Foundation has entered
into alliances with various interest groups to
address specific issues pertaining to healthcare
and the environment as part of its corporate
responsibility initiatives.

In the area of healthcare, Scientex is aware that
healthy people are a major positive force in the
workplace and Scientex strongly advocates that
everyone should adopt a healthy lifestyle. In line
with that belief, Scientex has adopted the
“healthy, friendly and happy” tagline as part of
its efforts to promote such awareness amongst its
stakeholders, business partners and in particular its
employees. A happy and healthy person can bring
about and have a positive influence on family,
friends and at the workplace.

IS
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__ Majlis Kanser Nasional
National Cancer Council
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Collaboration with
MAJLIS KANSER NASIONAL
(MAKNA)

Research in Mesenchymal Stem Cells by Emeritus
Professor S.K.Cheong and team

For the second year running, the Foundation has disbursed an
additional allocation of RM200,000 to Majlis Kanser Nasional
("MAKNA") to support the research being conducted in relation to
Mesenchymal Stem Cells (“MSC") and MSC based gene therapy
for treatment of cancers undertaken by Emeritus Professor Dr S.K.
Cheong and his team from Universiti Kebangsaan Malaysia.
The use of MSC, with its regenerative properties, holds great promise in
the field of medicine as the research team has successfully conducted
pre clinical trials which indicate that MSC may be deployed to repair
cancer stricken body organs. Through the Foundation, it is hoped that
the results of the research on MSC would be able to provide a solution
or cure in the combat against the scourge of various types of cancers.

In respect of the MSC gene based therapy, the research team is
conducting tests in its attempt to show the ability of the MSC to act as
a carrier of a certain gene which could be used to deliver the gene to
the areas affected by cancer to induce the generation of certain
hormones required by the body to counter the cancerous cells. Under
laboratory settings, it has been proven that MSC injected with
erythropoietin (“EPO”) gene could stimulate the production of red
blood cells to counter anaemia which is normally found in cancer
patients. On going pre clinical trials using live mice have also shown
the ability of the MSC to transport the EPO gene to generate and raise
the hemoglobin level. This experimental testing holds great promise for
cancer patients as MSC could be employed to transport the EPO gene
to raise the hemoglobin levels in cancer patients. An interesting
discovery was that the MSC helped in the regeneration of hair follicles
and this also has implications on the ability to assist cancer patients to
grow their hair back after undergoing treatment.

Lastly, the research team is also conducting trials to generate human
MSC from induced pluripotent stem cells such as skin fibroblast and
experiments are presently underway.
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Collaboration with G
NATIONAL CANCER SOCIETY MALAYSIA (NCSM) AAAla
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Community Based Cervical Cancer Screening and Awareness Program for underprivileged women
and families in Klang Valley

Since the inception of the collaboration with the National Cancer Society Malaysia ("NCSM”) in 2009 to undertake
and promote a community-supported cervical cancer screening and awareness program which is targeted at
underprivileged women and families within the Klang Valley, NCSM has worked with various community groups to reach
out to the underprivileged women in our efforts to raise awareness on cervical cancer and educate them on the
availability of early detection screening as an effective preventive tool in combating this dreaded disease. As of July of
this year, a total of 12 sessions have been conducted by NCSM and a total of 1,587 women have benefitted from this
program and has been screened at NCSM Women's Cancer Detection Centre. As part of its efforts to create greater
awareness and to educate people on cervical cancer, more than 100,000 cervical cancer awareness leaflets has been
distributed to 1,300 clinics in the Klang Valley, Penang, Perak and Johor as part of the outreach awareness cum
education program.

Collaboration with
UNIVERSITY MALAYA MEDICAL CENTRE

Research conducted by Associate Professor Dr Lim Boon Kiong and team

The Foundation is also presently funding another cervical cancer related research project being undertaken by a 5
member team of researchers from University Malaya Medical Centre led by Associate Professor Dr Lim Boon Kiong.
The team is presently conducting research on the viability of a self sampler device as a proposed cheaper alternative to
the more expensive but established pap smear test method. The successful testing and acceptance of this self sampler
device as a reliable screening tool would have great implications in terms of availability of cheap access to screening and
detection for cervical cancer. The research study entails studying the results derived from volunteers and tilldate 330
volunteer subjects have been enlisted to participate in this study. A preliminary review of the study results will be made
once a total of 500 test subjects have been reached and this is expected to be achieved by end of 2011.

Collaboration with
MALAYSIAN PLASTICS MANUFACTURERS WA Az N 2
ASSOCIATION (MPMA) Malaysian Plastics Manufacturers Association

Educating the Public and Creating Awareness On
Environmental Issues

To address issues pertaining to the protection of the
environment, pollution, protection and conservation of natural
resources, Scientex Foundation and Malaysian Plastics
Manufacturers Association ("MPMA”) have conducted joint
activities with the main focus and objective of promoting public
awareness and understanding of environmental issues through
environmental education and programs. The parties
collaborated to jointly produce a video production entitled
‘Saving Planet Earth - The 3Rs Solution” which highlights the
effects of global warming with special focus on the 3Rs
(Reduce, Reuse and Recycle) concept.
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The video was officially launched by the
Deputy Minister of International Trade
Industry, YB Dato'Jacob Dungau Sagan at
MPMA's 42nd Anniversary Dinner on 20
June 2009 and used as an educational
tool. To ensure that it has maximum
outreach effect, the video has been
distributed via electronic medium and
displayed on YouTube as well. It is also
used as part of the reference materials
and educational kit in the outreach
programs implemented in the schools,
non-government organisations (NGO)
and other relevant bodies.

3Rs Awareness Program for Schools

Since the launch of the pilot outreach program in the Klang Valley in 2010 which saw the participation of 5 selected
schools, the Foundation has extended the outreach program to schools in Johor. The outreach program served to
enhance awareness and education on the effects of global warming and its adverse impact on the environment with
emphasis on the practice of 3Rs directed to target groups of school children and educators. The increase in the number
of participating schools as well as the enthusiasm displayed by the school children in participating in the activities
designed for them indicates that the outreach program can indeed play a meaningful role to educate and promote
greater awareness amongst school children. For the program, educational leaflets and 3Rs booklets were distributed to
the school children as part of the awareness campaign to educate the children. The success of the second outreach
program was also due to the strong support and endorsement given by the Ministries of Housing and Local
Government, Tourism and Education. The Foundation and MPMA also worked closely with other organisations to secure
support from other industry players and contributors to make this project a success.
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To raise awareness on the issue of global warming, the
program required the participation of the school children to
compete in activities with topics relating to the environment
in order to raise their awareness and understanding on the
topic. As such, the artwork competition for the primary
school children and the essay writing and public speaking
competitions for the secondary school children were
designed to raise their awareness and understanding on the
effects on global warming and how the 3Rs practice may
assist to reduce the adverse effects. The competitions were
intended to stimulate the children to come up with their
ideas for environmental awareness. Prizes were awarded to
the individuals or groups who submitted the best entries.
Apart from the individual competitions, all the schools also
participated in the competition for the collection of
recycleables and a prize-giving ceremony was held in June
2011. The Foundation and MPMA are greatly encouraged by
the response received from the participating schools,
educators and interested parties and the Foundation intends
to roll out the program to more schools in other states so that
more school children may be educated on the need to
practise 3Rs as part of our collective efforts and responsibility
to combat global warming.

WORK PLACE

In line with our corporate responsibility to create greater environmental awareness amongst our people, we have also
launched our in-house 3Rs program in Shah Alam, Seremban and Melaka in the year 2011. We launched the program
by showing the ‘Saving Planet Earth' video which highlights the adverse effects of global warming and how the
practice of 3Rs can assist to reduce the carbon footprint and hence global warming. Recycling bins were placed at
strategic locations in the office premises and canteen and a demonstration of how the bins should be utilised were
shown to the staff. To further assist the staff to understand how the 3Rs concept works, we have also distributed leaflets
and bi-lingual 3Rs booklet to all for their better understanding. Simple quiz questions were posed to the staff to
encourage them to read the booklet and to have a better appreciation of how the 3Rs practice can be applied in
everyday life. Through such educational tools and awareness campaign, we hope that we are able to influence a
change in lifestyle practices of our employees and their families and this would assist in our efforts to have a wider
reach of people as it requires collective efforts of all to address the global issue.
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As part of our efforts to encourage a healthy lifestyle amongst the employees, a badminton tournament was organised
for the participation and enjoyment of employees. More than 100 participants and supporters from our offices in Johor,
Melaka, Negeri Sembilan and Selangor gathered for the event which was also designed to forge greater unity, rapport
and camaraderie amongst employees whilst providing an opportunity for talented employees to display their court
craft and skills. The tournament was a resounding success and the jubilant winning teams received cash prizes and
trophies for their efforts. Food and transportation was provided for outstation participants and supporters alike with
some employees bringing their families along to cheer their team members on.

In November 2010, a budget dialogue cum team
building event was held at Taman Negara Resort
for middle and senior level executives of the
Group. Apart from encouraging greater
participation from the employees, it was also
intended to develop greater camaraderie and
foster better understanding and teamwork
amongst colleagues which was essential as the
Group progresses and continues to expand with
more employees. The trip and resort was chosen
as it aptly resonants with our corporate tagline of
“Healthy, Friendly and Happy"

The tsunami disaster that occurred in March 2011
saw the unprecedented loss of lives and damage
and the tragic event shocked the world. The
Group has had a long standing relationship with
Japan and its people and the trust, goodwill and
cooperation developed over the vyears has
compelled the Group to take immediate action to
assist those affected. The Group donated
RM100,000 to the Central Community Chest of
Japan to provide emergency humanitarian aid to
the Japanese people affected by the tragedy.
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Introduction

Pursuant to Paragraph 15.26(b) of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”),
the Board of Directors (“Board”) is pleased to provide the Internal Control Statement which outlines the nature and scope of
internal control of the Group during the financial year.

Responsibility of Risk and Internal Control

The Board acknowledges its overall responsibility to maintain a sound system of internal controls and to put in sufficient
safeguards to manage the Group's risk in order to safeguard shareholders’investment and the Group’s assets. However, due to
the inherent limitations in any system of internal controls, such a system is designed to manage rather than eliminate the risk of
failure to achieve business objectives. Thus the system of internal controls put in place can only provide reasonable but would
not be an absolute assurance against material misstatements or loss. The significant areas covered by the Group’s system of
internal controls are financial, organisational, operational and compliance controls.

The Board is assisted by an Executive Committee which is chaired by the Managing Director and comprises senior management
personnel of the Group in implementation of the Board's policies and procedures on risk and control by identifying and assessing
the risks, and making recommendations designed to operate, control and mitigate such risks, whilst continuously monitoring
and reviewing the risks and its impact on the Group’s operations on a regular basis.

Internal Audit Function and Risk Management

The Group has an internal audit department to support the Audit Committee and the Board. The Head of Internal Audit reports
to the Audit Committee on a quarterly basis. The Group’s internal audit department conducts audit on the Group’s operations
as mandated by the Audit Committee and checks and monitors compliance with the Group’s policies and procedures as well as
the effectiveness of the internal controls system put in place. The internal audit department will highlight significant findings in
respect of non-compliance to the Board via the Audit Committee. The internal audit department will take follow-up actions with
the management in respect of the agreed corrective actions to be implemented.

Other Key Elements of Internal Control
The other key elements of the Group's internal controls system are as follows:-

- Since January 2009, an Executive Committee comprising heads of divisions and members of the key management of
the Group and chaired by the Group Managing Director was established to assist the Board and tasked to look into daily
operational matters affecting the Group to ensure that the operations are in line with the Group’s overall objectives, direction
and budget as well as approved policies and business strategies. The Committee also formulates operational strategies on
an on-going basis to respond to rapid changes in the external business conditions and environment whilst ensuring that
the Group’s overall objectives and policies are adhered to. Operational issues are raised for deliberation and discussion in
the Committee and adequate responses and actions would be taken thereafter. The Committee meets at least twice every
month, depending on the urgency and circumstances in order to ensure that quick pro-active actions are taken to ensure
that the interests of the Group is protected at all times.

+ The Group Managing Director conducts regular management meetings with the respective management teams of the various
divisions/business units and review financial and operational reports in order to monitor the performance and profitability as
well as operational issues including internal control matters and risk management of the respective business units.

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

o

« The functional control framework has been documented in the Group's “Internal Control Guidelines and Procedures”which set
out the various key controls and process requirements across all functions and are updated as and when necessary in order to
reflect the changing risk profiles as dictated by changes in the business environment, strategies and functional activities from
time to time.

+An annual budgeting process has also been established, whereby all key operating subsidiary companies of the Group
are required to prepare budgets and business plans for the coming year. For effective and meaningful monitoring and
review of performance, the Management has introduced the Quarterly Rolling Budget System which covers all the major
divisions of the Group whereby actual monthly and quarterly performance are duly compared with budgets set. Review
of performances are conducted monthly with major variances being addressed and remedial management action taken,
where necessary.

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

Conclusion

During the financial year under review, all internal control weaknesses identified and highlighted to the Audit Committee have
been and/or are being addressed. The Board is of the view that the current system of internal control instituted throughout the
Group is sufficient to safeguard the Group’s assets. Nevertheless, the Board and management maintain a continuing commitment
to strengthen the Group's internal control environment and processes.

This Statement on Internal Control is made in accordance with the resolution of the Board on 1T November 2011.
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The Board of Directors (“Board”) is pleased to present the report of the Audit Committee for the financial year ended 31 July 2011.

MEMBERSHIP

The members of the Audit Committee comprises the following Directors -

CHAIRMAN

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

TERMS OF REFERENCE OF THE AUDIT COMMITTEE

Composition

1.

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

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

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

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

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

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

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

All the Audit Committee members must be Non-
Executive Directors, with a majority of them being
Independent Directors.

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

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

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

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

MEMBERS

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

Wong Mook Weng @ Wong Tsap Loy
Independent Non-Executive Director

Fok Chuan Meng
Non-Independent Non-Executive Director

Authority

The Audit Committee is authorised by the Board to:-

Vi)

investigate any matter within its terms of reference;

have the resources which are required to perform its
duties;

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

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

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

convene any meeting with the external auditors, the
internal auditors or both, excluding the attendance
of other directors and employees of the Company,
whenever deemed necessary.

Functions and Duties

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

i)

to review the following and report the same to the
Board:

a) with the external auditors, the audit plan;

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

¢) with the external auditors, their audit report;

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

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

f) theinternal audit programmes, processes, the results of
the internal audit programmes, processes or
investigation undertaken and whether or not
appropriate action is taken on the recommendations of
the internal audit function;
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g) the quarterly results and vyear-end financial
statements of the Group and the Company, focusing
particularly on:-

- changes in or implementation of accounting
policies and practices;

- significant and unusual events;

- the going concern assumption; and

« compliance with accounting standards and
other legal requirements; and

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

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

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

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

Meetings and Reporting Procedures

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

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

Notice of the proposed agenda for each meeting is distributed
in atimely mannerto the members of the Audit Committee. As
a reporting procedure, the secretary of the Audit Committee
shall keep the minutes of each meeting and circulate to the
members of the Audit Committee and also to all members of
the Board for notation and action, where necessary.

ATTENDANCE OF AUDIT COMMITTEE MEETINGS

The details of attendance of each member in the Audit
Committee Meetings held during the financial year ended
31 July 2011 are as follows:-

Number of Meetings
Attended / Percentage

Committee Total Number of Meetings (%) of
Members Held Attendance
Tan Sri Dato’ 5/5 100
Mohd Sheriff Bin

Mohd Kassim

Cham Chean Fong @ 5/5 100
Sian Chean Fong

Wong Mook Weng @ 5/5 100
Wong Tsap Loy

Fok Chuan Meng 5/5 100
Notes:

The meetings were held on 28 September 2010, 9 November
2010, 15 December 2010, 15 March 2011 and 21 June 2011.

ACTIVITIES UNDERTAKEN BY AUDIT COMMITTEE

The activities of the Audit Committee during the financial
year ended 31 July 2011 include the following:-

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

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

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

iv) discussed any issues arising from the audit exercise
and reviewed the external auditors’ memorandum of
suggestion and management’s response;

v) discussed with the external auditors on matters arising
from the final audit without the presence of the executive
board members and management;

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

Vil

=

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

viii) discussed and reviewed the performance of staff of the
internal audit department;

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

x) reviewed the Audit Committee Report, Statement
on Corporate Governance and Statement on Internal
Control for inclusion in the Annual Report; and

xi) discussed any significant accounting and auditing issues
and reviewed the impact of new or proposed changes in
accounting standards.

INTERNAL AUDIT FUNCTION

The Group's internal audit function is carried out by the
Internal Audit Department, which reports directly to the
Audit Committee on its activities based on the approved
Internal Audit Plans. Its principal function is to undertake
independent regular and systematic review of the system
of internal controls so as to provide independent assurance
on the adequacy and effectiveness of governance, risk
management and internal control processes.

During the financial year under review, the Internal Audit
Department has conducted assurance review on adequacy
and effectiveness of the internal control system on certain
operating units and presented its findings together with
its recommendations and management action plan to the
Audit Committee for review. The cost incurred for the Group's
internal audit function during the financial year ended 31
July 2011 amounted to RM218,467.

This Audit Committee Report is made in accordance with the
resolution of the Board of Directors on 1 November 2011.
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Statement On Corporate Governance

The Board of Directors (“Board”) recognises that good corporate governance and the responsibility to observe high standards of
transparency, accountability and integrity to be the cornerstone of a well-managed organisation. These best practices will not
only safeguard and enhance shareholders’value but also ensure that the interests of all the stakeholders are protected.

Set out below is the manner on how the Group has applied the principles of good governance as set out in the Malaysian Code
on Corporate Governance (Revised 2007) (“the Code”).

1.

DIRECTORS
Board of Directors

The Board is primarily responsible for determining the
Group’s strategic plans and direction, overseeing the
conduct of the business, risk management, succession
planning of senior management, implementing investor
relations programme and ensuring the system of internal
controls and management information system are in
place and are effective.

The Board has within it, professionals drawn from various
backgrounds bringing depth and diversity in experience,
expertise and perspectives to set forth a synergy of
strength in charting the directions of the Group. The
profile of the directors as presented on pages 10 to
13 of this Annual Report demonstrate their range of
qualifications and experience.

Board’s Composition and Balance

TheBoard currently hasnine (9) members, comprising two
(2) Executive Directors including the Managing Director,
two (2) Non-Independent Non-Executive Directors and
five (5) Independent Non-Executive Directors. This is in
compliance with the Main Market Listing Requirements
of Bursa Malaysia Securities Berhad (“Bursa Securities”),
which require that at least one-third of the total number
of Directors to be independent.

The Executive Directors are responsible forimplementing
policies and decisions of the Board, overseeing
operations and development of business and corporate
strategies. The Independent Non-Executive Directors,
with their expertise and experience provide the
necessary balance of power and authority to the Board.
They do not participate in the day-to-day management
of the Company and do not engage in any business
dealing or other relationship with the Company in
order that they are capable of exercising independent
judgement and act in the best interest of the Company
and its shareholders. Y.Bhg. Tan Sri Dato’ Mohd Sheriff Bin
Mohd Kassim is the Senior Independent Non-Executive
Director.

To maintain effective supervision and accountability of
each of the Board and the Management, the position of
the Chairman and Managing Directorare held by separate
persons to ensure a balance of power and authority. To
further reinforce this separation, the Chairman of the
Company is not someone who has previously served as
the managing director of the Company. The Chairman
plays a crucial leadership and pivotal role to ensure that
the Board works effectively whilst the Managing Director
has overall responsibilities to ensure the Group's business
is properly and efficiently managed and implement
Board policies and decisions.

The Board is satisfied that the current composition is
broadly balanced and considers its current size adequate
given the present scope and nature of the Group's
business operations.

Appointment and Re-election of Directors

The Nomination Committee is responsible for making
recommendations to the Board for the appointment of
new directors. All nominees to the Board shall first be
considered by the Nomination Committee, taking into
account the required mix of skills and experience and
the candidates'integrity and other qualities, before being
recommended to the Board. The Nomination Committee
alsoconsiders,in making itsrecommendation, candidates
for directorship proposed by the Managing Director and,
within the bounds of practicability, by any other senior
executive or any director or shareholder.

Inaccordance with the Company'’s Articles of Association,
at every Annual General Meeting, one-third (1/3) of the
Directors with a minimum of one (1) and those appointed
during the year shall retire from office and shall be
eligible for re-election. The Articles of Association further
provide that all Directors shall retire from office at least
once in every three years. The re-election of Directors
ensures that shareholders have a regular opportunity to
re-assess the composition of the Board.

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

Supply of Information

The agenda and board papers for each board meeting
are circulated to all Board members for their review in
advance of the scheduled meetings to enable them
opportunity to seek clarification and sufficient time to
study the issues to be deliberated at the Board meetings.
Amongst others, the board papers provide information
such as quarterly financial results, internal audit plan
and progress reports, major corporate, financial and
regulatoryissues and minutes of meetings of Committees
of the Board.

In addition, there is a schedule of matters reserved for
the Board's approval amongst others, annual budget and
business plans, dividend policy and recommendation
of dividend, financial results, major Company’s policies,
joint venture and major acquisition and disposal of assets
or investment. The Chairman of the Audit Committee
would inform the Directors at Board meetings of any
salient matters noted by the Audit Committee and
which may be required to be brought up to the Board
for implementation.
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Senior management staff may be invited to attend
the Board meetings to give presentations and provide
additional insight into matters to be discussed in the
Board meetings. In addition, advisers and professionals
appointed by the Company in connection with corporate
proposals such as merchant bankers and solicitors may
also be invited to attend Board meetings to provide the
Board with their professional opinion and explanation
on the transaction in deliberation and to clarify any issue
raised by the Board.

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

Board Meetings

The Board meets regularly on a quarterly basis with
additional meetings convened if there are urgent
issues or matters that require attention and expeditious
direction from the Board. The Board meetings have a
formal agenda on matters for discussion with adequate
time allocated for deliberation and the Chairman of
the Board chairs all the meetings with proper record
of minutes kept by the secretary. The minutes of Board
meetings are circulated to all Directors for their perusal
prior to confirmation of the minutes to be done at the
commencement of the following Board meeting.

During the financial year ended 31 July 2011, the Board
met five (5) times and the record of attendance of the
meetings is set out below:-

Number of Meetings

Attended / Percentage
Total Number of (%) of

Meetings Held Attendance
Executive Directors
Lim Teck Meng 4/5 80
Lim Peng Jin 5/5 100
Non-Executive Directors
Tan Sri Dato’Mohd Sheriff 5/5 100
Bin Mohd Kassim
Lim Peng Cheong 5/5 100
Fok Chuan Meng 5/5 100
Wong Mook Weng @ 5/5 100
Wong Tsap Loy
Cham Chean Fong @ 5/5 100
Sian Chean Fong
Dato'Hazimah Binti Zainuddin ~ 5/5 100
Teow Her Kok @ 5/5 100
Chang Choo Chau

Notes:-

The meetings were held on 28 September 2010, 9
November 2010, 15 December 2010, 15 March 2011 and
21 June 2011.

Directors’ Training

Al the Directors have attended the Mandatory
Accreditation Programme prescribed by Bursa Securities.
The Directors are encouraged to evaluate their own
training needs on a continuous basis and determine
the relevant programmes, workshop or conference to
update and improve their skills and knowledge to keep
abreast with the regulatory requirements and business
development. In this aspect, as part of the directors’
training programmes, a budgeted amount has been
set aside for all the Directors to attend training courses
which are relevant and may assist the Directors in
discharging their responsibilities.

During the financial year under review, all the Directors
had attended an in-house training programme on
the update of Financial Reporting Standards and its
impact on the Group, conducted by Messrs Ernst &
Young. In addition, Y.Bhg. Tan Sri Dato’ Mohd Sheriff
Bin Mohd Kassim had attended Financial Institutions
Directors' Education Programmes, Dialogue on Business
Opportunities in Malaysia and seminars related to
economic and regulatory issues and Mr Lim Peng Jin had
attended Neuro Linguistic Programming on the topic of
Negotiation with Influence and seminars related to data
protection, neuromarketing and Malaysian economy.

The Board Committees

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

(i) Audit Committee

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

The present members of the Audit Committee are:-
Members Position

Tan Sri Dato’' Mohd Chairman (Independent
Sheriff Bin Mohd Kassim Non-Executive Director)

Fok Chuan Meng Member (Non-Independent

Non-Executive Director)

Wong Mook Weng @
Wong Tsap Loy

Member (Independent
Non-Executive Director)

Cham Chean Fong @
Sian Chean Fong

Member (Independent
Non-Executive Director)

The full particulars of the terms of reference and
report of the Audit Committee are provided on
pages 37 and 38 of this Annual Report.

(ii) Nomination Committee

The Nomination Committee was established on
18 November 2003. The present members of the
Nomination Committee are:-
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Members Position 2. DIRECTORS’ REMUNERATION

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

Wong Mook Weng @
Wong Tsap Loy

Member (Independent
Non-Executive Director)

Cham Chean Fong @
Sian Chean Fong

Member (Independent
Non-Executive Director)

The Nomination Committee’s responsibilities, in
accordance with its terms of reference, include
recommending to the Board candidates for
appointment as Executive and Non-Executive
Directors and assisting the Board in its annual review
of the required mix of skills and experience and other
qualities, including core competencies, which the
Directors should bring to the Board. The Committee
is also responsible to assess the effectiveness of the
Board as a whole, the committees of the Board and the
contribution of each individual Director on an annual
basis. The Committee met as and when necessary
with proper record of minutes kept by the Secretary.

In carrying out its functions and duties, the
Nomination Committee has full, free and unrestricted
access to the Company’s records, properties and
personnel. The Committee may obtain the services of
professional recruitment firms to source for the right
candidate for directorship, whenever necessary.

(iii) Remuneration Committee

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

Members Position

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

Lim Peng Jin Member
(Managing Director)

Cham Chean Fong @
Sian Chean Fong

Member (Independent
Non-Executive Director)

The Remuneration Committee, in accordance with
its terms of reference, has the function of reviewing
and recommending to the Board the remuneration
packages of the Executive Directors as well as fees
and allowances for the Non-Executive Directors. The
Committee shall also adopt a formal and transparent
procedure for developing policy on remuneration
packages for the Directors.

Meetings are held as and when necessary. The
quorum for any meeting shall be two and minutes of
meeting shall be kept by the Secretary.

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

The Company’s general policy on Directors' remuneration
is to offer competitive remuneration packages,
which are designed to attract and retain high calibre
Directors needed to run the Company successfully.
The remuneration package for the Executive Directors
is structured to link rewards to financial performance
of the Group and individual performance. The
remuneration package comprises a number of separate
elements such as basic salary, allowances, bonuses and
other benefits-in-kind.

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

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

Bonuses and
Salaries Fees  Allowances EPF Total
and Other  Contribution
Emoluments by Employer
RM RM RM RM RM

Executive
Directors 3,576,000 30,000 2,220,000 1,001,520 6,827,520

Non-Executive
Directors - 110,000 36,000 - 146,000

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

Number of Directors

Range of Executive Non-Executive
Remuneration Directors Directors
Below RM50,000 = 6

RM50,000 - RM 100,000 = 1
RM750,001 - RM800,000 1 =
RM6,000,001 — RM6,050,000 1 =

3. SHAREHOLDERS

Dialogue Between The Company & Investors

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

The Board communicates information on the operations,
activities and performance of the Group to the
shareholders, stakeholders and the public through the
following:-
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() the annual report, which contains the financial
and operational review of the Group's business,
corporate information, financial statements, and
information on Board Committees and Board of
Directors;

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

(ii) the Company’s website, www.scientex.com.my,
provides a channel of communication and
information  dissemination. Under the section
of “Investor Relations’, shareholders or potential
investors can request for information and download
the necessary information, amongst others, annual
reports, quarterly financial results, analyst reports
and press releases.

Annual General Meeting (“AGM”)

The AGMservesasanimportantchannel forshareholders’
communication. Notice of the AGM and annual report
are sent to shareholders twenty-one (21) days prior
to the meeting. The Board ensures that each item of
special business included in the notice of meeting
will be accompanied by an explanatory statement on
the effects of the proposed resolution. At the AGM,
shareholders are accorded both opportunity and time
to express their views or raise questions in connection
with the Company’s financial performance and business
operations. The Directors and senior management
as well as the Auditors of the Company are present
at the AGM to respond to any question raised by the
shareholders.

In addition, a press conference is held immediately
following the conclusion of the AGM where the Directors
brief the press, and answer relevant questions on the
Group's operations and financial performance.

ACCOUNTABILITY AND AUDIT
Financial Reporting

In presenting the annual audited financial statements
and quarterly announcements of results to shareholders,
the Board aims to present a balanced and fair assessment
of the Group's financial position and prospects. The
Audit Committee reviews the Group's quarterly financial
results and annual audited financial statements to
ensure accuracy, adequacy and completeness prior to
presentation to the Board for its approval.

The Directors are required to ensure that the financial
statements prepared are drawn up in accordance with
the applicable Financial Reporting Standards and the
provisions of the Companies Act, 1965 so as to give a true
and fair view of the financial position of the Company
and the Group. The Statement of Directors'Responsibility
in relation to the Financial Statements is presented in the
appropriate section of this Annual Report.

Internal Control and Risk Management

The Board recognises theimportance of risk management
both at the strategic and operational level. In addition,
the Board acknowledges its responsibilities in ensuring a
sound system of internal control covering the financial,
operational and compliance aspects of the business.

Information on the Group's internal control is presented
in the Statement on Internal Control set out on page 36
of this Annual Report.

Relationship with Auditors

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

DIRECTORS’ RESPONSIBILITY STATEMENT

Paragraph 15.26(a) of the Main Market Listing
Requirements of Bursa Securities requires a statement
explaining the Board of Directors' responsibility for
preparing the financial statements.

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

Inensuring the preparation of these financial statements,
the Directors have:-

- adopted suitable accounting policies and applied
them consistently;

- made judgments and estimates that are reasonable
and prudent; and

- ensured that applicable approved accounting
standards have been complied with.

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

This Statement on Corporate Governance was approved
in accordance with the resolution of the Board on 1
November 2011.
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During the financial year ended 31 July 2011, the Company bought back 363,200 ordinary shares of RM0.50 each of its issued
share capital which are listed and quoted on the Main Market of Bursa Malaysia Securities Berhad.

The details of share bought back by the Company during the financial year ended 31 July 2011 are as follows:-

Month No. of Shares Purchase Price Per Share (RM) Total
Purchased & Consideration
Retained As Lowest Highest Average (RM)
Treasury Shares Price Price Price
December 2010 131,100 1.97 2.01 1.99 264,561.40
January 2011 232,000 1.98 2.00 1.99 463,809.72
June 2011 100 2.73 273 273 314.09
Total 363,200 728,685.21

All the shares bought back by the Company during the financial year were retained as treasury shares. As such, the Company
held 14,959,662 of its 230,000,000 issued and paid-up capital as treasury shares as at 31 July 2011. None of the treasury shares
held were resold or cancelled during the financial year.

2. Options, Warrants or Convertible Securities

There were no warrants, options or convertible securities issued by the Company.

3. American Depository Receipt (“ADR") or Global Depository Receipt (“GDR") Programme

The Company did not sponsor any ADR or GDR programme during the financial year.

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

5. Non-Audit Fees

The amount of non-audit fee paid to the external auditors for the financial year ended 31 July 2011 was as follows:-

Name of Auditors Services Fees (RM)

Ernst & Young Review of Statement of Internal Control 8,000

6. Profit Estimate, Forecast, Projection, and Variation in Results
There were no variations of 10% or more between the audited results for the financial year ended 31 July 2011 and the
unaudited results for the quarter ended 31 July 2011 of the Group previously announced.

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

7. Profit Guarantee

The Company did not give any profit guarantee during the financial year ended 31 July 2011.

8. Material Contracts
There were no material contracts entered into by or subsisting between the Company and its subsidiaries involving Directors'
and major shareholders'interests during the financial year ended 31 July 2011.

9. Revaluation Policy on Landed Properties

The Group revalues its landed properties with sufficient regularity to ensure that the fair value of the revalued assets do not
differ materially from the carrying value as at the balance sheet date. The details of the Group's properties are disclosed on
page 116 of this Annual Report.
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Directors’ Report

The directors have pleasure in presenting their report together with the audited financial statements of the Group and of the
Company for the financial year ended 31 July 2011.

PRINCIPAL ACTIVITIES
The principal activities of the Company are investment holding, letting of properties and provision of management services.
The principal activities of the subsidiaries are stated in Note 15 to the financial statements.

There have been no significant changes in the nature of the principal activities during the financial year except as disclosed in

Note 15.
RESULTS
Group Company
RM RM
Profit for the year 80,118,419 28,520,626
Attributable to:
Owners of the parent 77,245,764 28,520,626
Non-controlling interests 2,872,655 -
80,118,419 28,520,626

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

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

DIVIDENDS
The amount of dividends paid by the Company since 31 July 2010 were as follows:
RM
In respect of the financial year ended 31 July 2010:
Single tier interim dividend of 6%, on 215,403,538 ordinary shares
declared on 23 June 2010 and paid on 10 August 2010 6,462,106
Single tier final dividend of 12%, on 215,272,438 ordinary shares
declared on 9 November 2010 and paid on 24 January 2011 12,916,346
In respect of the financial year ended 31 July 2011:
Single tier interim dividend of 10%, on 215,040,338 ordinary shares
declared on 21 June 2011 and paid on 21 July 2011 10,752,017
30,130,469

At the forthcoming Annual General Meeting, a single tier final dividend of 14% in respect of the financial year ended 31 July 2011
will be proposed for shareholders approval. The financial statements for the current financial year do not reflect this proposed
dividend. Such dividend, if approved by the shareholders, will be accounted for in equity as an appropriation of retained earnings
in the financial year ending 31 July 2012.
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DIRECTORS
The names of the directors of the Company in office since the date of the last report and at the date of this report are:

Tan Sri Dato’Mohd Sheriff Bin Mohd Kassim
Lim Teck Meng

Lim Peng Jin

Lim Peng Cheong

Wong Mook Weng @ Wong Tsap Loy
Cham Chean Fong @ Sian Chean Fong
Dato'Hazimah Binti Zainuddin

Teow Her Kok @ Chang Choo Chau

Fok Chuan Meng

DIRECTORS’' BENEFITS

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

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than a benefit
included in the aggregate amount of emoluments received or due and receivable by the directors or the fixed salary of a full-
time employee of the Company as shown in Note 9 to the financial statements) by reason of a contract made by the Company or
a related corporation with any 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, except as disclosed in Note 33 to the financial statements.

DIRECTORS' INTERESTS

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

Number of ordinary shares of RM0.50 each

1 August 31 July
2010 Bought Sold 2011

Name of directors
Direct interests
Ordinary shares of the Company
Tan Sri Dato’Mohd Sheriff Bin Mohd Kassim 76,940 - - 76,940
Lim Teck Meng 84,100 - - 84,100
Lim Peng Jin 1,178,470 - - 1,178,470
Lim Peng Cheong 1,013,400 200,000 (160,000) 1,053,400
Wong Mook Weng @ Wong Tsap Loy 1,468,844 - - 1,468,844
Teow Her Kok @ Chang Choo Chau 1,052,880 - (732,880) 320,000
Deemed/Indirect interests
Ordinary shares of the Company
Tan Sri Dato’ Mohd Sheriff Bin Mohd Kassim 200,000 - (60,000) 140,000
Lim Teck Meng 99,806,712 838,260 (20,460) 100,624,512
Lim Peng Jin 88,304,750 13,228,899 - 101,533,649
Lim Peng Cheong 97,087,859 3,483,260 (600,000) 99,971,119
Wong Mook Weng @ Wong Tsap Loy 655,168 40,600 - 695,768

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

None of the other directors in office at the end of the financial year had any interest in shares in the Company or its related
corporations during the financial year.
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Continued

TREASURY SHARES

During the financial year, the Company repurchased 363,200 of its issued ordinary shares from the open market at an average
price (including transaction costs) of RM2.01 per share. The total consideration paid for the repurchase including transaction costs
was RM728,685. The repurchased shares are being held as treasury shares in accordance with Section 67A of the Companies
Act, 1965.

As at 31 July 2011, the Company held 14,959,662 of its 230,000,000 issued and paid-up capital as treasury shares. Such treasury
shares are held at a carrying amount of RM21,810,189 and further relevant details are disclosed in Note 28(b) to the financial
statements.

OTHER STATUTORY INFORMATION

(a) Before the income statement, statements of comprehensive income and statements of financial position of the Group and
of the Company were made out, the directors took reasonable steps:

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

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

S5

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

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

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

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

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

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

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

(i) any contingent liability of the Group or of the Company which has arisen since the end of the financial year.
(f) Inthe opinion of the directors:

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

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

SIGNIFICANT EVENTS

In addition to the significant events disclosed elsewhere in this report, other significant events are disclosed in Note 16 and Note
20 to the financial statements.

AUDITORS

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

Signed on behalf of the Board in accordance with a resolution of the directors dated 1 November 2011.

LIM TECK MENG LIM PENG JIN
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Statement By Directors
Pursuant to Section 169(15) of the Companies Act, 1965

We, Lim Teck Meng and Lim Peng Jin, being two of the directors of Scientex Berhad, do hereby state that, in the opinion of
the directors, the accompanying financial statements set out on pages 51 to 114 are drawn up in accordance with Financial
Reporting Standards and the Companies Act, 1965 in Malaysia so as to give a true and fair view of the financial positions of the
Group and of the Company as at 31 July 2011 and of their financial performance and cash flows for the year then ended.

The supplementary information set out in Note 40 on page 115 to the financial statements have been prepared in accordance
with the Guidance on Special Matter No.1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure
Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, as issued by the Malaysian Institute of Accountants.

Signed on behalf of the Board in accordance with a resolution of the directors dated 1 November 2011.

LIMTECK MENG LIM PENG JIN

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

I, Chang Siew Sian, being the officer primarily responsible for the financial management of Scientex Berhad, do solemnly and
sincerely declare that the financial statements set out on pages 51 to 115 are in my opinion 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 Chang Siew Sian

at Kuala Lumpur in the Federal Territory
on 1 November 2011

CHANG SIEW SIAN

Before me,

R.Vasugi Ammal, PJK (W480)
Commissioner for Oaths
Kuala Lumpur
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Independent Auditors’ Report

To The Members Of Scientex Berhad (Incorporated in Malaysia)

Report on the financial statements

We have audited the financial statements of Scientex Berhad, which comprises statements of financial position as at 31 July 2011
of the Group and of the Company, and the income statements, statements of comprehensive income, statements of changes
in equity and statements of cash flows of the Group and of the Company for the year then ended, and a summary of significant
accounting policies and other explanatory notes, as set out on pages 51 to 114.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation of financial statements that give a true and fair view in
accordance with Financial Reporting Standards and the Companies Act, 1965 in Malaysia, and for such internal control as the
directors determine are necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ responsibility

Ourresponsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with approved standards on auditing in Malaysia. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

Anaudit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgement, including the assessment of risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we consider internal control relevant to the entity
preparation and fair presentation of the financial statements that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control. An audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Financial Reporting Standards and the
Companies Act, 1965 in Malaysia so as to give a true and fair view of the financial position of the Group and of the Company as
at 31 July 2011 and of their financial performance and cash flows of the Group and of the Company for the year then ended.

Report on other legal and regulatory requirements
In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report the following:

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

(b) We have considered the financial statements and the auditors'reports of all the subsidiaries of which we have not acted as
auditors, which are indicated in Note 15 to the financial statements, being financial statements that have been included in
the consolidated financial statements.

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

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

Other matters

The supplementary information set out in Note 40 on page 115 is disclosed to meet the requirement of Bursa Malaysia Securities
Berhad. The directors are responsible for the preparation of the supplementary information in accordance with Guidance
on Special Matter No.1, Determination of Realised and Unrealised Profit and Losses in the Context of Disclosure Pursuant to
Bursa Malaysia Securities Berhad Listing Requirements, as issued by Malaysian Institute of Accountants (“MIA Guidance”) and
the directive of Bursa Malaysia Securities Berhad (“Directive”). In our opinion, the supplementary information is prepared in all
material respects, in accordance with the MIA Guidance and the Directive.

This report is made solely to the members of the Company, as a body, in accordance with Section 174 of the Companies Act,
1965 in Malaysia and for no other purpose. We do not assume responsibility to any other person for the content of this report.

Ernst & Young Kua Choo Kai
AF: 0039 No. 2030/03/12(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
1 November 2011
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Consolidated Income Statement
For the financial year ended 31 July 2011

Note 2011 2010
RM RM
Revenue 4 804,022,790 694,815,546
Cost of sales 5 (644,721,905) (571,806,888)
Gross profit 159,300,885 123,008,658
Other income 3,759,748 12,499,328
Other items of expense
Selling and distribution expenses (25,861,458) (28,312,190)
Administrative expenses (39,761,930) (37,149,081)
Operating profit 97,437,245 70,046,715
Finance costs 6 (1,573,072) (1,260,060)
Share of results of associate and jointly controlled entity 776,076 1,967,139
Profit before tax 7 96,640,249 70,753,794
Income tax expense 10 (16,521,830) (8,613,394)
Profit for the year 80,118,419 62,140,400
Profit attributable to:
Owners of the parent 77,245,764 60,317,596
Non-controlling interests 2,872,655 1,822,804
80,118,419 62,140,400
Earnings per share attributable to owners of the parent (sen per share)
Basic 11 36 28

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Consolidated Statement Of Comprehensive Income

For the financial year ended 31 July 2011

2011 2010
RM RM
Profit for the year 80,118,419 62,140,400
Other comprehensive income:
Foreign currency translation (1,588,305) (2,794,476)
Impairment of land and building = (1,428419)
Other comprehensive income for the year, net of tax (1,588,305) (4,222,895)
Total comprehensive income for the year 78,530,114 57,917,505
Total comprehensive income attributable to:
Owners of the parent 75,953,734 56,587,140
Non-controlling interests 2,576,380 1,330,365
78,530,114 57,917,505

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Consolidated Statement Of Financial Position
Asat 31 July 2011

Restated Restated
Note 2011 2010 as at 1.8.2009
RM RM RM
ASSETS
Non-current assets
Property, plant and equipment 12 192,953,695 205,083,420 203,398,440
Investment properties 13 4,692,151 - -
Land held for property development 14(a) 209,274,201 216,674,711 170,512,121
Investment in jointly controlled entity 16 22,498,998 - -
Investment in associate 17 9,613,750 8,881,672 6,914,533
Other investments 18 5,036,730 5,036,730 5329,114
444,069,525 435,676,533 386,154,208
Current assets
Property development costs 14(b) 64,912,481 54,403,619 38,664,135
Inventories 19 67,763,202 63,374,612 61,681,582
Trade and other receivables 20 105,497,383 95,746,153 79,636,496
Other current assets 21 1,879,918 2,508,227 2,855,226
Cash and bank balances 22 40,952,837 23,353,468 15,618,872
281,005,821 239,386,079 198,456,311
TOTAL ASSETS 725,075,346 675,062,612 584,610,519
EQUITY AND LIABILITIES
Current liabilities
Loans and borrowings 23 37,509,829 42,018,610 14,451,457
Retirement benefit obligations 24 361,376 658,901 255,402
Trade and other payables 25 136,721,160 125,184,096 111,415,731
Income tax payable 7,583,070 3,282,994 1,405,044
182,175,435 171,144,601 127,527,634
Net current assets 98,830,386 68,241,478 70,928,677
Non-current liabilities
Loans and borrowings 23 10,000,000 26,168,880 22,162,600
Retirement benefit obligations 24 7,096,784 6,313,642 5,968,179
Deferred tax liabilities 27 19,681,582 20,638,784 17,722,671
36,778,366 53,121,306 45,853,450
Total liabilities 218,953,801 224,265,907 173,381,084
Net assets 506,121,545 450,796,705 411,229,435
Equity attributable to owners of the parent
Share capital 28 115,000,000 115,000,000 115,000,000
Reserves 29 352,343,798 299,348,012 260,093,532
467,343,798 414,348,012 375,093,532
Non-controlling interests 38,777,747 36,448,693 36,135,903
Total equity 506,121,545 450,796,705 411,229,435
TOTAL EQUITY AND LIABILITIES 725,075,346 675,062,612 584,610,519

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Consolidated Statement Of Cash Flows

For the financial year ended 31 July 2011

SCIENTEX BERHAD Annual Report 2011 55

2011 2010
RM RM
OPERATING ACTIVITIES
Profit before tax 96,640,249 70,753,794
Adjustments for:
Depreciation of property, plant and equipment (Note 12) 21,813,596 23,571,915
Negative goodwill on consolidation recognised = (5670,172)
Provision for retirement benefits (Note 24(b)) 744,484 924,882
Allowance for impairment on trade receivables 75,185 490,123
Write back of impairment on trade receivables (74,098) (473,263)
Share of results of associate and jointly controlled entity (776,076) (1,967,139)
Property, plant and equipment written off 842 2,475,15