On behalf of the Board of Directors, | have great

pleasure in presenting the Annual and Audited
Accounts of the Group and the Company for the
financial year ended 31 March 2001.

FINANCIAL REVIEW

For the financial year ended 31 March 2001, the
Group achieved a pre-tax profit of RM25.844
million as compared to RM22.361 million in 2000.
Turnover also increased to RM294.976 million for
the year under review. Net earnings per share for
the Group stood at RM0.416.

DIVIDEND

The Board is pleased to recommend a first and final
tax exempt dividend of 5% for the financial year
ended 31 March 2001 subject to the shareholders’
approval at the forthcoming Annual General Meeting.

Chairman’s

Statement

CORPORATE DEVELOPMENTS

During the year, PCCS Group Berhad (“PCCS”) has
announced the following acquisitions/disposals:-

1 Mega Labels & Stickers Sdn Bhd (“Mega”), a
wholly owned subsidiary of PCCS had
acquired the entire and issued paid up capital
of Mega Labels & Stickers (Selangor) Sdn Bhd
(“Mega(S)”) comprising of two (2) Ordinary
Shares of RM1/= each on 15 January 2001 for a
total consideration of RM2/= (Ringgit Malaysia:
Two) only.  Following the said acquisition,
PCCS became the ultimate holding company of
Mega(S). The principal activity of Megal(S) is
that of printing of labels and stickers. Upon the
completion of the aforesaid acquisition, the
paid up capital of Mega(S) was increased by
99,998 new ordinary shares of RM1/= each on
15 January 2001. The total paid up capital of
Mega(S) now stands at RM100,000/=.

2. Acquisition of Two Hundred and Forty Nine
Thousand and Five Hundred (249,500)
Ordinary Shares of RM1/= each fully paid up in
the capital of Zimk Resources Sdn Bhd at zero
consideration on 18 April, 2001. Following the
said acquisition, PCCS holds the entire issued
and paid up capital of Zimk Resources Sdn Bhd
of RM500,000/=.

3. The Company disposed of 210,000 ordinary
shares of SGD1.00 each representing 15%
equity interest in Tex Line Associates Pte Ltd
(“TLA”) to Tex Line Pte Ltd for a total cash
consideration of SGD5,006,812.50 (equivalent
to approximately RM10,614,442.50 based on
the exchange rate of 2.12 as at 28 March 2001).
Subsequent to the disposal, the Company’s
equity interest in TLA reduced to 45%.
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STATUS OF CORPORATE
PROPOSALS

On 19 July, 2001, Alliance Merchant Bank Berhad
(“Alliance”), on behalf of the Company has
announced the following proposals:-

* Proposed bonus issue of 24,000,000 new
ordinary shares of RM1.00 each (“Shares”) on the
basis of two (2) new Shares for every three (3)
existing Shares held (“Proposed Bonus Issue”);

* Proposed Employees’ Share Option Scheme for
the Executive Directors and eligible employees
of PCCS and its subsidiaries (PCCS Group”)
(Proposed ESOS”);

*  Proposed adoption of new Articles of Association
of the Company (“Proposed Adoption”); and

* Proposed mandate from its shareholders for
PCCS Group to enter into recurrent related party
transactions of a revenue or trading nature
(“Proposed Shareholders” Mandate”).

The above proposals are conditional upon
approvals being obtained from:

* The Securities Commission for the Proposed
ESOS and the Proposed Bonus Issue;

* The KLSE for the listing of and quotation for the
Bonus Shares and the new PCCS Shares to be
issued pursuant to the exercise of Options under
the Proposed ESOS;

* The shareholders of PCCS at the forthcoming
Extraordinary General Meeting;

*  Other relevant authorities, if any.
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REVIEW OF GROUP PERFORMANCE
APPARELS DIVISION

During the vyear under review, the Apparels
Division’s performance had been very encouraging,
recording a higher turnover and pre-tax profit over
the last corresponding period.

Orders from the Division’s
main buyers, Adidas and
The Gap have increased
substantially over the
period. The slowdown in
the Us economy
accompanied with global
competition and perpetual
increase in  consumer
demand has resulted in
lower margins.

In order to comply with buyers’ stringent
requirements, namely higher added-value quality
products at reasonable prices with shorter delivery
time, more skillful production techniques have been
employed. This move is in line with achieving the
Group’s vision of continuous productivity and
quality  improvement to enhance overall
performance, at the same time minimising the
production overheads and losses.

The management realises that team co-ordination is
vital in enhancing efficiency and ensuring on-time
delivery.  Front-line production staffs especially
merchandising and marketing team are being sent
for frequent trainings to enhance their capability to
solve problems independently and promptly. They
are also trained how to improve skills on customer
service through efficient and dedicated services.



Production volume of the garment factory in
Cambodia, operating under PCCS Garments Limited
(“PGL”) had increased substantially during the year.
PGL had rented an additional factory behind its
existing factory to cater for the increase in orders
from its major clients. A total of approximately
RM3.0 million and RM5.0 million have been
invested on renovation and machineries
respectively.  Total average monthly production
capacity had increased to 70,000 dozen garments.
The total workforce of PGL had also increased to
3,844 as at March 2001. Its embroidery division is
capable of producing approximately 12.800 million
stitches per month, with a total of 41 units of the
latest computerised embroidery machines.

EMBROIDERY DIVISION

The drop in overall performance of the Embroidery
Division was mainly attributed to the decline in
orders from its existing customers. ~ One of the
major customers of E.M.l. Embroidery Sdn Bhd
(“E.M.I.") had pulled out during the second half of
the vyear. Stringent requirements and stiffer
competition has resulted in lower selling prices and
profit margins.

As the Group foresee the future of the embroidery
market in Malaysia will be softer, eight units of

embroidery machines have been transferred to PGL

-

to cater for the increase in orders from the Group’s
Apparels Division.

The increase in factory overheads and operating
expenses also resulted in the decline of E.M.l.’s
performance. As a step taken to enhance
production efficiency and reduce operating
overheads, the Group has relocated E.M.l.’s plant
from the Panchor factory to Parit Raja in January
2001 whereby it is now operating under the same
premises as BEEC.

FABRIC KNITTING DIVISION

The Division, under Keza Sdn Bhd (“Keza”)
continues to show positive growth in both its
turnover and pre-tax profit for the period under
review. Orders from its existing customers continue
to grow and the increase in customer base in the
central and southern regions of Peninsular Malaysia
had enabled the Division to gain a wider market
share.

Keza had experienced huge setbacks in its gross
margins as a result of competitive fabric prices from
its major customers and competitors under-cutting
selling prices to gain market share. Production
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overheads namely commission dyeing and
commission knitting have increased substantially
over the previous reporting period.

In order to stay competitive in the fabric industry,
Keza will continue to further widen its market share,
at the same time operate under an efficient and
effective environment.

LABELLING DIVISION

The Division, under Mega Labels & Stickers Sdn
Bhd (“Mega”) again chalked up another good year
in 2001 with an increase of 59% in pre-tax profit
margin over the same period in 2000.

The commendable performance had been mainly
attributed to the growth in sales from its existing and
new customers. The turnover for its various range
of stickers had increased, with the electronics
sector being the major contributor. ~ Sales to the
garments sector had also improved over the period.
The investment in the new R200 letterpress printing
machine had enabled Mega to capture a bigger
market share for its products especially in the
electronics and consumer products sectors not only
within Malaysia but also to Singapore.
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The increase in profit margins is evident that the
management had successfully practised the cost
monitoring and control system. Raw material
consumption continues to improve due to better
control of production wastages and losses. Production
capacity of the new R200 letterpress printing machine
had increased to approximately 80%.

To serve its customers in the central region of
Peninsular Malaysia more effectively and efficiently,
Mega has set up a new manufacturing plant located
in Shah Alam, operating under Mega Labels &
Stickers (Selangor) Sdn Bhd (“Mega(S)”). Megal(S)
commenced its operation in December 2000. It
operates with three units of label printing machines
totalling approximately RM1.0 million and is
capable of producing about 11.0 million pieces of
stickers/labels per month.



As a strategy to penetrate into new market segments

with the possibility of expanding to overseas market,
the management is considering of investing in
another unit of printing machine with ten color
printing features to increase production capacity
and to provide more options for its customers. In
order to cater for the different needs and increasing
demands from its existing and potential customers,
action is being taken to upgrade printing technology
and introduce training courses to improve the skills,
technical knowhow and job knowledge of the
existing employees. The management also
continues to instill cost monitoring and control to
achieve continuous growth in both its profitability
and earnings.

MARKETING AND DISTRIBUTION

The drop in turnover of the Division, under
Brilliance Element Sdn Bhd (“Brilliance”), the
exclusive distributor of US upmarket golf apparels,
the “Cross Creek” brand products and golf
equipment, had a negative impact on its overall
performance.

The lower sales was attributed to the audit on
compliance with labors and safety practices of
Russell Corporation’s factories which had delayed
the development of new product lines for the third
and forth quarter.  As the Licence Manufacturer
Contract requires factories to obtain approval from
the Russell Corporation prior to production,
Brilliance is only able to produce limited styles and
quantities for the market. ~ Outright sales continue
to suffer huge setbacks as a result of brand
competition and softer demand in the retail market.

Despite the improvement in gross margin, operating
expenses namely travelling, staff costs and
advertising and promotion expenses have increased
over the period. There is also an increase in days
on inventory turnover mainly due to the arrival of
new products which have not been released out
into the market.

To improve the company’s overall performance, the
management had identified several action plans to
boost up sales. The main focus is to increase retail
and corporate penetration. Frequent follow-up is
being implemented to ensure factories meet the
compliance requirements set by Cross Creek

Apparel in order to increase production capabilities
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thereby increasing sales of their products.  The
management is also in the midst of identifying new
product lines such as foot ware and soccer category
products to improve the earnings of the company.

TRADING AND BUYING HOUSE
SERVICES

The Division, under Tex Line Associates Pte Ltd
(“TLA"), registered a higher commission and pre-tax
profit as compared to the previous corresponding
year.

TLA’'s market share in the apparels and related
businesses continue to strengthen with the
introduction of new portfolio of clients from the
European markets namely Fruit of the Loom, Sports
and Soccer, Marks Warehouse and Inditex S.A.
Orders for its Bangladesh operation had also
increased substantially together with higher sales
orders received from its major customer, Charles
Vogele (“CV”).

With training provided over the years, the new
generation is now able to play their roles in the day
to day operation of the company with minimal
guidance from the key management. Thus, more
time can be spent to tap and diversify into other
apparel related segments and markets. During the
year, the marketing and merchandising team were
sent to Europe for the various enriching trade and
fabric fairs to upgrade their knowledge.

Despite the recent economic slowdown in the
United States, the management is still optimistic in
the coming year for the European market. Growth
is expected from the newly developed accounts
stated above with CV still being the major client. In
order to further extend its network and to serve its
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existing and potential clients more efficiently the
management has plans to set up new offices in
countries such as Shanghai, Sydney, New York and
London by year end 2001.

APPRECIATION

On behalf of the Board, | would like to take this
opportunity to express my sincere appreciation and
acknowledge with gratitude to the bankers for their
support, the shareholders for their confidence, to the
business associates and regulatory authorities for
their support and assistance.

I wish to commend the Management, staff and all
employees of the Group for their undivided loyalty,
commitment and unwavering strength over the
years and look forward to their continued
contribution as we move towards the technology
age with greater challenges ahead of us.

I am also grateful to the distinguished members of
the Board for their invaluable advice and guidance.

CHAN KOK HIANG @ CHAN KOCK HIANG
Chairman
28 August, 2001









CURRENT ASSETS

Before the income statements and balance sheets were made out, the directors took reasonable steps to ensure that
any current assets which were unlikely to be realised in the ordinary course of business their values as shown in
the accounting records of the Company and of the Group have been written down to an amount which they might
be expected so to realise.

At the date of this report, the directors are not aware of any circumstances which would render the values attributed
to the current assets in the financial statements of the Company and of the Group misleading.

VALUATION METHODS

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

CONTINGENT AND OTHER LIABILITIES

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

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

(b) any contingent liability of the Company or of the Group which has arisen since the end of the financial year.

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, in the opinion of the directors, will or may substantially
affect the ability of the Company or of the Group to meet their obligations when they fall due.

CHANGE OF CIRCUMSTANCES

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

ITEMS OF AN UNUSUAL NATURE
The results of the operations of the Company and of the Group during the financial year were not, in the opinion
of the directors, substantially affected by any item, transaction or event of a material and unusual nature.

There has not arisen in the interval between the end of the financial year and the date of this report any item,

transaction or event of a material and unusual nature likely, in the opinion of the directors, to affect substantially
the results of the operations of the Company and of the Group for the financial year in which this report is made.
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Notes To The Financial Stetements — 31 March, 2001

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and provision of management services. The
principal activities of the subsidiaries are described in Note 13 to the financial statements. There have been
no significant changes in these activities during the financial year.

SIGNIFICANT ACCOUNTING POLICIES

(@) Basis of Accounting
The financial statements are prepared under the historical cost convention and comply with applicable
approved accounting standards in Malaysia.

(b) Basis of Consolidation

The consolidated financial statements include the financial statements of the Company and all its
subsidiaries. Subsidiaries are those enterprises controlled by the Company. Control exist 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. Companies acquired or disposed during the year
are included in the consolidated financial statements from the date of acquisition or to the date of
disposal. Intragroup transactions are eliminated on consolidation and the consolidated financial
statements reflect external transactions only.

The excess of the purchase price over the fair value of the net assets of subsidiaries at the date of
acquisition is included in the consolidated balance sheet as goodwill or reserve arising on
consolidation. Goodwill or reserve arising on consolidation is not amortised.

(c) Currency Conversion and Translation
Transactions in foreign currencies during the year are converted into Ringgit Malaysia at rates of
exchange ruling at the transaction dates. Monetary assets and liabilities in foreign currencies at the
balance sheet date are translated into Ringgit Malaysia at rates of exchange ruling at that date. All
exchange gains or losses are dealt with in the income statement.

The financial statements of foreign consolidated subsidiaries are translated at year end exchange rates
with respect to the balance sheet and at exchange rates at the date of the transactions with respect to

the income statement. All resulting translation differences are taken to reserves.

The exchange rates ruling at balance sheet date used are as follows :

2001 2000
Hong Kong Dollars 0.48 0.48
Japanese Yen 0.03 0.03
Singapore Dollars 2.19 2.22
United States Dollars 3.80 3.80
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31.

(iii)

the Company subscribed for additional 200,000 ordinary shares of RM1 each in its subsidiary, Brilliance
Element Sdn. Bhd. for a cash consideration of RM200,000.

the Company entered into a conditional sales and purchase agreement to dispose off its 15% equity
interest in TLA representing 210,000 ordinary shares of SGD1 each for a cash consideration of
SGD5,006,812.50. Subsequent to the disposal, the Company’s equity interest in TLA reduced to 45%,
TLA became an associate company of the Company.

SUBSEQUENT EVENTS

Subsequent to the end of the financial year,

(@i

(ii)

(iii)

(iv)

the Company completed the disposal of 15% equity interest in TLA according to the terms and
conditions specified in the sale and purchase agreement.

the Company acquired additional 249,500 ordinary shares of RM1 each, representing 49.9% equity
interest in its subsidiary, Zimk Resources Sdn. Bhd. (“Zimk”) at zero consideration. After the acquisition,
Zimk became a wholly-owned subsidiary of the Company.

the Company proposed a bonus issue of 24,000,000 new ordinary shares of RM1 each on the basis of
two (2) ordinary shares for every three (3) existing shares held at an entitlement date to be determined
by the Board of Directors. The bonus issue is by way of capitalisation of RM24,000,000 from share
premium account and retained profits.

the Company proposed Employees’ Share Option Scheme (ESOS) for executive directors and eligible
employees of the Company and of the Group. The principal features of the ESOS are as follows :

(@)  the number of new shares to be offered under the proposed ESOS shall be subject to a maximum
of 10% of the issued and paid-up share capital of the Company at any time during the existence
of the proposed ESOS. Furthermore, not more than 50% of the shares available under the ESOS
scheme should be allocated, in aggregate to directors and senior management and not more than
10% of the shares available under the ESOS scheme should be allocated to any individual director
or employee who either singly of collectively through his/her associates, holds 20% or more in
the issued and paid-up share capital of the Company;

(b) any Malaysian employee (including Executive Directors) employed full time by the Company or
its subsidiaries (excluding dormant companies) shall be eligible to participate in the proposed
ESOS if he or she has been confirmed after one (1) year of service with the Company and the
Group;
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Auditors’ Report

To the Shareholders of
PCCS GROUP BERHAD

We have audited the financial statements set out on pages 31 to 60. These financial statements are the responsibility of
the Company’s directors. Our responsibility 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 plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the directors, as well as evaluating the overall financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion,

(a) the financial statements have been prepared in accordance with the provisions of the Companies Act, 1965 and
applicable approved accounting standards in Malaysia and give a true and fair view of :
i) the state of affairs of the Company and of the Group as at 31 March, 2001 and of the results and cash flows
of the Company and of the Group for the year then ended; and
ii) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements;

(b) 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.

We have considered the financial statements and the auditors’ reports of all the subsidiaries of which we have not
acted as auditors, as indicated in Note 13 to the financial statements, being financial statements that have been
included in the consolidated financial statements.

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 these purposes.

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

ARTHUR ANDERSEN & CO. BALA KRISHNAN A/L PONNIAH
No. AF 0103 No. 1394/07/03()/PH)

Public Accountants Partner of the Firm

Melaka

Dated: 30 JULY, 2001
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Analysis Of Shareholdings As At 3 August, 2001

Class of Shares : RM1.00 Ordinary Share
Voting Rights  : 1 Vote Per Ordinary Share

Distribution of Shareholders

No. of
Size of Holdings Shareholders % No. of Shares %
1-999 2 0.06 814 0.00
1,000 - 10,000 2,939 95.05 6,710,606 18.64
10,001 - 100,000 129 4.18 3,460,105 9.61
100,001 - 1,799,999 18 0.58 7,276,510 20.21
1,800,000 and above 4 0.13 18,551,967 51.54
Total 3,092 100.00 36,000,002 100.00

List of Substantial Shareholders As At 3 August, 2001

The substantial shareholders of PCCS (holding 5% or more of the capital) based on the Register of substantial
shareholdings of the Company and their respective shareholdings are as follows:

Substantial Shareholder
No. of Shares

Chan Choo Sing 2,333,630
Chan Chow Tek 1
Chan Chor Ngiak -

Chan Chor Ang 60,000
Chan Kok Hiang @ Chan Kock Hiang 47,000
Setia Sempurna Sdn Bhd 14,400,047
Arab Malaysian Credit Berhad 9,155,807"
Permodalan Nasional Berhad

1,819,000
Yayasan Pelaburan Bumiputra -

Notes:

Direct Interest

%

6.48

_@

0.17
0.13
40.00
25.43
5.05

Indirect Interest

No. of Shares

16,066,871
14,400,047%
14,400,047
14,424,047%
14,400,047

1,819,000?

%

44.63
40.00
40.00
40.07
40.00

5.05

(1) Deemed interested by virtue of his interest of 27.0% in the equity of Setia Sempurna Sdn Bhd and 4.63% of his spouse,

Madam Tan Kwee Kee’s shareholdings in PCCS.
(2) Negligible

(3) Deemed interested by virtue of his interest of 20.0% in the equity of Setia Sempurna Sdn Bhd.
(4) Deemed interested by virtue of his interest of 14.0% in the equity of Setia Sempurna Sdn Bhd.
(5) Deemed interested by virtue of his interest of 14.0% in the equity of Setia Sempurna Sdn Bhd and 0.07% of his spouse,

Madam Chia Lee Kian’s shareholdings in PCCS.

(6) Deemed interested by virtue of his interest of 22.0% in the equity of Setia Sempurna Sdn Bhd.

(7) Pledged securities account for Chan Choo Sing and Tan Pooi Chu

(8) Deemed interested by virtue of their indirect interest through their shareholding of 100% less one share in the equity of

Permodalan Nasional Berhad by virtue of Section 6A of the Companies Act, 1965.
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€S Proxy Form

NUMBER OF SHARES HELD

(Full Address)

being a *Member / Members of PCCS GROUP BERHAD, do hereby appoint

(Full Address)

or failing him, the CHAIRMAN OF THE MEETING, as *my/our proxy to attend and vote for *me/us and on *my/our behalf at the Seventh
Annual General Meeting of the Company to be held at Plum Blossom Room, Level 2, Garden Hotel, No. 29, Jalan Jenang, 83000 Batu Pahat,
Johor Darul Takzim on Thursday, 27 September, 2001 at 11.00 a.m. and at any adjournment thereof.

Please indicate with an “X” in the spaces provided below how you wish your votes to be casted. If no specific direction as to voting is given,
the proxy will vote or abstain from voting at his discretion.

No. Resolutions For Against
1 Adoption of the Directors’ Report and the Audited Statement of Accounts for the financial year ended
31 March, 2001 together with the Auditors’ Report thereon.
2 Approval of declaration of a First and Final tax exempt dividend of 5% for the financial year ended
31 March, 2001.
3 Approval of the Directors’ fees for the financial year ended 31 March, 2001.

Re-election of Director, Mr. Chan Chor Ang who retires pursuant to Article 82 of the Company’s
Articles of Association.

5 Re-election of Director, Mr. Cha Peng Koi @ Chia Peng Koi who retires pursuant to Article 82 of the
Company’s Articles of Association.

6 Re-election of Director, Encik Halimi Bin Hussain who retires pursuant to Article 88 of the Company’s
Articles of Association.

7 Re-election of Director, Mr. Tey Ah Tee @ Teo Ah Tee who retires pursuant to Article 88 of the
Company’s Articles of Association.

8 Re-election of Director, Mr. Chan Choo Sing who retires pursuant to Paragraph 7.28(2) of Part K of
Chapter 7 of the Revamped Listing Requirements of Kuala Lumpur Stock Exchange.

9 Re-election of Director, Mr. Chan Kok Hiang @ Chan Kock Hiang who retires pursuant to Section
129(6) of the Companies Act, 1965.

10 Re-appointment of Messrs. Arthur Andersen & Co as Auditors of the Company until the conclusion of

the next Annual General Meeting and to authorise the Directors to fix their remuneration.

11 As Special Business

Ordinary Resolution
Authority to Issue Shares Pursuant to Section 132D of the Companies Act, 1965

* Strike out whichever not applicable

As witness my/our hand this .................. day of .eoceevvieiiiiiiciie 2001

Signature of Member/Common Seal

Notes:-

1. A member of the Company entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and vote in his stead. A proxy
may but need not be a member of the Company and a member may appoint any person to be his proxy without limitation and the provisions of
Section 149(1) (a), (b), (c) and (d) of the Companies Act, 1965 shall not apply to the Company.

2. Where a holder appoints two or more proxies, he shall specify the proportions of his shareholdings to be represented by each proxy.

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

4. The instrument appointing a proxy must be deposited at the Registered Office of the Company at Suite 11.2B, Level 11, Menara Pelangi, No. 2, Jalan Kuning,
Taman Pelangi, 80400 Johor Bahru, Johor Darul Takzim not less than 48 hours before the time for holding the Meeting or at any adjournment thereof.



anittee Report

e Director)

(Independent Non-Executive Director)

TERMS OF REFERENCE
Composition

1. The Committee shall be appointed by the directors from among them and sh

numbers of whom a majority shall not be:

* Executive directors of the Company or any relevant corporation.

* a spouse, parent, brother, sister, son or adopted son, daughter or adopt
of the company or of any related corporation, or

* spouse of brother, sister, son or adopted son, daughter or adopted da
any related corporation, or

* any person having a relationship which, in the opinion of the Board o
exercise of the independent judgement in carrying out the functions o

2. The members of the Committee shall elect a Chairman from among th

director or employee of the Company or any related corporation.
3. If a member of to be a member with the result that
the number of ithin three (3) months of that event,

appoint such n minimum of three (3) members.



Authority

4. The Committee is authorised by the Board to investigate any activity within its terms of reference. It is
authorised to seek any information it requires from any employees and all employees are directed to cooperate
with any request made by the Committee.

5. The Committee shall also have the authority to consult independent experts where they consider it necessary
to carry out their duties.

Functions

6. The functions of the Committee are as follows:

(@) to review:
* the audit plan with the external auditor
* with the external auditor his evaluation of the system of internal controls
* the audit report with the external auditor
* the assistance given by the company’s officer to the auditor
* the scope and result of the internal procedures
* the balance sheet and profit and loss account
* any related party transactions that may arise within the Company of the Group
(b) to consider the nomination of person or persons as auditors.
(c) to perform any other work that is required or empowered to do by statutory legislation or guidelines as
prepared by the relevant government authorities.

Meeting

7. The Committee shall meet at least twice a year and such meetings as the Chairman shall decide in order to
fulfill its duties.

The Secretary of the Committee shall be responsible, in conjunction with the Chairman, for drawing up the
agenda and circulating to the Committee prior to each meeting.

8. The Secretary will also be responsible for keeping the minutes of the meetings of the Committee, and
circulating them to Committee members and to other members of the Board of Directors.

Quorum

A quorum shall consist of a majority of Committee members.

The company acknowledges the need to establish an internal audit department to review the effectiveness of the

system of internal control within the company and group.
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Statement On Corporate Governance

THE CODE

The Finance Committee on Corporate Governance has issued the Malaysian Code on Corporate Governance (the
“Code”) in March 2000. The Code sets out basic principles and best practices on structures and processes that
companies may adopt in their operations towards achieving the optimal governance framework.

The Board of Directors of PCCS Group Berhad (“PCCS”) recognises the importance of practising the highest
standards of corporate governance throughout the Group as a basis of discharging their fiduciary duties and
responsibilities to protect and enhance shareholder value and the financial performance of the Group.

Although the Revamped Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”) on disclosure of
corporate governance is scheduled to come into force for those listed issuers with financial years ending only after
30 June 2001, action has been taken to align the annual report for the current year to comply with the said Listing
Requirements (“LR”).

The Articles of Association of the Company will be amended accordingly to comply with the LR upon the approval
of shareholders at the forthcoming Extraordinary General Meeting of the Company.

THE BOARD OF DIRECTORS

Board Composition

The Board of PCCS has undergone several changes and at the date of this report, the Board has nine members
comprising seven Non-Executive Directors (three of whom are independent) and two Executive Directors.

The Board acknowledges the service and contribution of Puan Jamilah binti Hj. Abdul Latiff who has resigned
during the financial year. En. Halimi Bin Hussain was appointed to the Board on 15 November 2000.

To comply with the LR that the independent directors make up to one third of the Board’s composition, Mr Tey Ah
Tee @ Teo Ah Tee was appointed to the Board as Independent Non-Executive Director on 15 June 2001.

All the directors have given their undertakings to comply with the LR, while independent directors have also
confirmed their independence in writing.

All directors are continuously being informed and updated on the expectations of their roles and will undergo
training in a continuing basis as prescribed by KLSE, including the mandatory accreditation program in due course.
Together, the Directors possess a wide range of business expertise, commercial and financial experience that is
relevant to their roles in providing leadership and direction to the Group. A brief description on the background
of the Directors are presented separately in this Annual Report.
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The Executive Directors have direct responsibilities for business operations whereas the Non-Executive Directors
have a responsibility to bring independent and objective judgement on Board decisions.

However, all Directors can have full access to information and are also entitled to obtain full disclosure by
management on matters that are put forward to the Board for decisions to ensure that they are being discussed and
examined in an impartial manner that takes into account the long term interests of shareholders, employees,
customers, suppliers and many communities in which the Group conducts its business.

Board Meetings

The Board met at least twice a year and most of the Directors attended all the Board Meetings. Additional meetings
are held as and when required. All Board members, with their extensive knowledge and experience in various
fields exercise an independent judgement on issues of strategy, performance, resources and standard of conduct.

All Directors are each provided with written reports together with supporting information before all Meetings and
in sufficient time to enable the Directors to obtain further explanations, where applicable, for them to be well-
informed before the date of holding the Meeting. During the Meetings, the Board reports and tables, amongst
others, the following:

* Minutes of previous Meeting
* Financial reports and review of Group'’s operations
* The Group’s latest business developments and any other matters arising.

Audit Committee

The Board welcomes the newly appointed committee member, Mr Tey Ah Tee @ Teo Ah Tee who was appointed
on 20 June 2001. With his appointment, the Audit Committee currently comprises four Non-Executive Directors,
with Mr Cha Peng Koi @ Chia Peng Koi, an Independent Non-Executive Director, in the Chair. Of the remaining
members, three are Independent Non-Executive Directors one of whom is a member of the Malaysian Institute of
Accountants. Fuller details of the composition of the Committee are found on page 11. The Audit Committee met
twice during the financial year ended 31 March 2001.

The Board further acknowledges the need to review the term of reference of the Audit Committee to ensure that the
committee complies with the Code.

Re-election
In accordance with the Company’s Articles of Association, an election of Directors shall take place each year. At
the Annual General Meeting in every year any Director bound to retire under Article 88 and one third of the other

Directors (excluding a Managing Director or Joint Managing Directors) for the time being, or if the number is not a
multiple of three, then the number nearest to one-third shall retire from office so that all Directors (excluding a
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Managing Director or Joint Managing Directors) shall retire from office once at least in each three (3) years. The
Articles will be amended to provide for all Directors to submit themselves for re-election at least every three years
in compliance with the Code.

For the forthcoming Annual General Meeting, Mr. Chan Chor Ang, Mr. Cha Peng Koi @ Chia Peng Koi, Encik Halimi
Bin Hussain, Mr. Tey Ah Tee @ Teo Ah Tee, Mr. Chan Choo Sing and Mr. Chan Kok Hiang @ Chan Kock Hiang have
volunteered themselves for re-election.

Proposed Nomination and Remuneration Committee

The Board intends to set up a Nomination and Remuneration Committee comprising Non-Executive Directors,
majority of whom are independent in due course. The Nomination Committee will be responsible for making
recommendations for any appointments to the Board including those of subsidiaries and associated companies. In
making these recommendations, Nomination Committee will consider the required mix of skills and experience
which the Directors should bring to the Board.

The Remuneration Committee will be responsible for setting the policy framework and for making
recommendations to the Board on remuneration packages and benefits extended to the Executive Directors.
Remuneration package of Executive Directors will be a matter to be decided by the Board as a whole with the

Director concerned abstaining from deliberations and voting on decisions in respect of his individual remuneration.

Fees payable to Non-Executive Directors is determined by the Board with the approval from shareholders at the
Annual General Meeting.

Directors’ Remuneration
The details of the remuneration for Directors during the year are as follows;

1. Aggregate remuneration of directors categorised into appropriate components:

Salaries Fees Total
RM’000 RM’000 RM’000
Executive Directors 874 125 999
Non-Executive Directors - 75 75

The number of directors of the Company whose total remuneration fall within the following bands:

Number of Directors

Range of Remuneration Executive Non-Executive
Below RM50,000 - 4
RM50,001 to RM500,000 3 -
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SHAREHOLDERS
Dialogue Between the Company and Investors

The Company’s Managing Director, the Deputy Group General Manager meet regularly with the analyst/investors
to discuss the Group’s performance and major developments.  Price-sensitive and any information that may be
regarded as undisclosed material information about the Group is however not disclosed until after the prescribed
announcement has been made to the KLSE.

Annual General Meeting

The Annual General Meeting is the principal forum for dialogue with shareholders.

At the Annual General Meeting, the Board also provides opportunities for shareholders to raise questions pertaining
to the business activities of the Group. The Chairman and where appropriate, the Group Managing Director will

respond to shareholders’ questions during the meeting.

For re-election of Directors, the Board will ensure that full information is disclosed through the notice of meeting
regarding directors who are retiring and who are willing to serve if re-elected.

Each item of special business included in the notice of the meeting will be accompanied by an explanatory
statement for the proposed resolution to facilitate full understanding and evaluation of issues involved.

ACCOUNTABILITY AND AUDIT
Financial Reporting

In presenting the annual financial statements and quarterly announcements to shareholders, the Directors aim to
present a balanced and understandable assessment of the Group’s position and prospects. The Audit Committee
assists the Board in scrutinizing information for disclosure to ensure accuracy and adequacy.

Internal Control

The Directors acknowledge their roles and responsibilities for the Group’s internal control systems covering not
only financial controls but also operational, risk management and compliance controls.  The internal control
system is designed to meet the Group's specific needs and to manage the risks to which it is exposed. This system
is 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 Internal Audit Unit of the Company assists the Audit Committee of the Board in the discharge of its duties and

responsibilities. It reports on compliance with internal controls and procedures to the Audit Committee and it also
ensures that recommendations to improve on controls are followed through by management.
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Corporate Structure
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Notice Of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT the Seventh Annual General Meeting of the Company will be held at Plum
Blossom Room, Level 2, Garden Hotel, No. 29, Jalan Jenang, 83000 Batu Pahat, Johor Darul Takzim on Thursday,
27 September, 2001 at 11.00 a.m. for the following purposes: -

AGENDA

1. To receive and adopt the Directors’ Report and the Audited Statement of Accounts for the Resolution 1

financial year ended 31 March, 2001 together with the Auditors’ Report thereon.

2. To approve the declaration of a First and Final tax exempt dividend of 5% for the financial Resolution 2
year ended 31 March, 2001.

3. To approve the Directors’ fees for the financial year ended 31 March, 2001. Resolution 3

4. To re-elect the following retiring Directors who retire pursuant to Article 82 of the Company’s
Articles of Association: -
(@) Mr. Chan Chor Ang Resolution 4
(b) Mr. Cha Peng Koi @ Chia Peng Koi Resolution 5

5 To re-elect the following retiring Directors who retire pursuant to Article 88 of the Company’s
Articles of Association:-

(@) Encik Halimi Bin Hussain Resolution 6
(b) Mr. Tey Ah Tee @ Teo Ah Tee Resolution 7
6. To re-elect the retiring Director, Mr. Chan Choo Sing who retires pursuant to Paragraph Resolution 8
7.28(2) of Part K of Chapter 7 of the Revamped Listing Requirements of Kuala Lumpur Stock
Exchange.
7. To pass the following resolution pursuant to Section 129 (6) of the Companies Act, 1965: - Resolution 9

“That pursuant to Section 129(6) of the Companies Act, 1965, Mr. Chan Kok Hiang @ Chan
Kock Hiang who has attained the age of 70 years be and is hereby re-appointed as Director
of the Company and to hold office until the conclusion of the next Annual General Meeting.”

8. To re-appoint Messrs. Arthur Andersen & Co. as Auditors of the Company until the  Resolution 10
conclusion of the next Annual General Meeting and to authorise the Directors to fix their
remuneration.



pass the following resolution as Ordinary Resolution: - Resolution 11

uant To Section 132D Of The Companies Act, 1965

f the Companies Act, 1965, the Directors be and are hereby |
ares in the Company, at any time and upon such terms and
s as the Directors may, in their absolute discretion deem fit,
ber of shares issued pursuant to this resolution does not
capital of the Company for the time being and that the

ctors be and are also empowered to obtain the approval for the listing of and quotation
for the additional shares so issued on the Kuala Lumpur Stock Exchange and that such
authority shall continue in force until the conclusion of the next Annual General Meeting of
the Company.”

10. To transact any other ordinary business of which due notice has been given.

NOTICE OF DIVIDEND ENTITLEMENTS

NOTICE IS HEREBY GIVEN that the First and Final Tax Exempt Dividend of 5%
2001 to depositors who are registered in the Record of Depositors at the clos
approved by members at the Seventh Annual General Meeting on 27 Septem

A Depositor shall qualify for entitlement only in respect of:-

a. Shares transferred into the Depositor’s Securities Account before 12.30 p.
ordinary transfers; and

b. Shares bought on the Kuala Lumpur Stock Exchange on a cum entitleme
Kuala Lumpur Stock Exchange.

By Order of the Boar
CHUA SIEW CHUA
TAN SOI LIM

Company Secretarie

Kuala Lumpur
5 September, 2001



Explanatory Note To Special Business:

1. The proposed adoption of the Ordinary Resolution is primarily to give flexibility to the Board of Directors to issue and allot
shares at any time in their absolute discretion without convening a general meeting.

Notes:

1. A member of the Company entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and
vote in his stead. A proxy may but need not be a member of the Company and a member may appoint any person to be his
proxy without limitation and the provisions of Section 149(1)(a), (b), (c) and (d) of the Companies Act, 1965 shall not apply
to the Company.

2. Where a holder appoints two or more proxies, he shall specify the proportions of his shareholdings to be represented by each
proxy.

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

4. The instrument appointing a proxy must be deposited at the Registered Office of the Company at Suite 11.2B, Level 11,
Menara Pelangi, No. 2, Jalan Kuning, Taman Pelangi, 80400 Johor Bahru, Johor Darul Takzim not less than 48 hours before
the time for holding the Meeting or at any adjournment thereof.



Name of Director

Chan Kok Hiang @ Chan Kock Hiang

Chan Choo Sing

Chan Chow Tek

Chan Chor Ngiak

Chan Chor Ang

Cha Peng Koi @ Chia Peng Koi
Tan Chuan Hock

Halimi Bin Hussain

Tey Ah Tee @ Teo Ah Tee

Details of the Board Meetings held during the year.

Place

Date

Time

Place

Date
Time

PCCS Group Berhad

Plo 10, Kawasan Perindustrian Parit Raja
Parit Raja, 86400 Batu Pahat, Johor

19 June, 2001

Dire r Re-election

eetings held during the year (Total of two meetings held)

Annual General Meeting of the Company to be held at the Plum Blossom
alan Jenang, 83000 Batu Pahat, Johor Darul Takzim, Malaysia on Thursday,

Date of
appointment

21/06/1995
21/06/1995
21/06/1995
21/06/1995



Board Of

Directors

Chan Kok Hiang @ Chan Kock Hiang
CHAIRMAN

Chan Choo Sing
GROUP MANAGING
DIRECTOR

Chan Chow Tek
EXECUTIVE DIRECTOR



Chan Chor Ngiak Chan Chor Ang Cha Peng Koi @
Chia Peng Koi

Tan Chuan Hock Halimi Bin Hussain Tey Ah Tee @ Teo Ah Tee



Profile Of Directors

CHAN KOK HIANG @ CHAN KOCK HIANG, aged 72, was appointed as Chairman of PCCS on 21
June 1995. He is the co-founder of the family’s garment business in 1973. He has more than 40 years of experience
in the business sector with an active involvement in setting up and managing the family business. His long and in-
depth business experience serves as a useful guidance to the Company and the Group in deciding its corporate
direction and management. He also sits on the boards of several private limited companies.

CHAN CHOO SING, aged 47, is the Managing Director of PCCS and was appointed to the Board of PCCS
on 21 June 1995. He started his career in assisting his father, Mr Chan Kok Hiang @ Chan Kock Hiang when he
joined a partnership business, Chan Trading, in 1973. In 1979, he founded another partnership business,
Perusahaan Seng, together with his father to manufacture and supply garments to Chan Trading. The business of
Perusahaan Seng was taken over by Perusahaan Chan Choo Sing Sdn Bhd in 1981 when the company was
incorporated. He continued his dynamic management approach by setting up Beauty Electronic Embroidering
Centre Sdn Bhd in 1983; Keza Sdn Bhd in 1985 and Mega Labels & Stickers Sdn Bhd in 1989. He has over 28
years of experience in the textile industry. He has been an exco-member of Malaysian Textile Manufacturers
Association since 1992 and is actively involved in bilateral agreement negotiations with countries like USA, Canada
and Europe.

In 1990, Mr Chan ventured into the packaging business by founding Harta Packaging Industries Sdn Bhd (Harta).
His sharp business acumen led to successful business ventures through the acquisition by Harta of shares in Cinta
Packaging Industries Sdn Bhd in 1992, Fibre Pak (M) Sdn Bhd in 1994 and Harta Packaging Industry (JB) Sdn Bhd
(formerly known as Johopack Industries Sdn Bhd) in 1995. Harta was successfully listed on the Second Board of
the KLSE on 30 May 1997 as HPI Resources Berhad (“HRB”). He was appointed as Executive Chairman of HRB on
8 April 1997.

Mr Chan is also the exco-member for the Chinese Chamber of Commerce in Batu Pahat. He sits on the boards of
several private limited companies and is the chairman of Hua Jin Holdings Bhd, which owns one of the biggest
hotel in Batu Pahat.

CHAN CHOW TEK, aged 44, is the Executive Director of PCCS and was appointed to the Board of PCCS on
21 June 1995. He is responsible for the marketing activities in the Group and has more than 25 years of experience
in textile and apparel marketing and merchandising. He started his career in 1973, when he was assisting his father
and brother in marketing the products of Chan Trading to local departmental stores. In 1981, he successfully made
the first export order for the company and has since brought the company’s export sales to greater heights. He is
also responsible for the development and growth of the Group’s garment business. His job includes keeping abreast
with the latest development in the apparel and fashion industry by frequent overseas trips and identify new and
potential markets. He was appointed to the Board of HRB on 8 April 1997 and also sits on the Board of several
private companies.



CHAN CHOR NGIAK, aged 39 , was appointed to the Board of PCCS on 21 June 1995. He has more than
20 years of experience in the textile and garment industry. He is currently the Managing Director of HRB and was
appointed to the Board of HRB on 8 April 1997. He joined Harta in 1991 as Marketing Manager and was
subsequently promoted to Managing Director in July 1996. He oversees the Group’s packaging business, as well
as being responsible for identification and penetration of new potential markets for the Group. His vast experience
in marketing coupled with his good inter-personal and negotiating skills enable him to aggressively penetrate and

secure new customers from difference types of industries. He also sits on the board of several private companies.

CHAN CHOR ANG, aged 38, was appointed to the Board of PCCS on 21 June 1995. He joined Perusahaan
Chan Choo Sing Sdn Bhd in 1981 and was transferred to Jusca Garments Sdn Bhd as the Factory Manager in 1985.
He has more than 20 years experience in the textile and garment industry. He is currently the Executive Director
of HRB and was appointed to the board of HRB on 8 April 1997. He joined Harta as a Factory Manager in 1990.
He was appointed as Maintenance Manager in 1994. His responsibilities includes organising and managing the
total maintenance and machine upkeep for the packaging companies. He has undergone training on production
management, machine maintenance and productivity enhancement under various expatriate factory managers from
Hong Kong, Taiwan and China.

CHA PENG KOI @ CHIA PENG KOI, aged 50, was appointed to the Board of PCCS as Independent
Non-Executive Director on 21 June 1995. He has more than 20 years of experience in the fields of Finance and
Operations Management. He graduated with Bachelor of Science (Hons) from University of Malaya in 1977, Post
Graduate Diploma in Public Administration in 1981 and Masters in Business Administration (MBA) from the
University of California, Los Angeles in 1986. In 1990, he set up his own business consulting firm specialising in
Productivity and Quality Management. Prior to his work in business consulting, he was a government officer with
the Administrative and Diplomatic Services and has served in various Ministries and Departments including The

Public Enterprises Ministry and the Public Services Department.



TAN CHUAN HOCK, aged 40, was appointed to the Board of PCCS as Independent Non-Executive Director
on 4 November 1998. He is the managing partner and also the founder of William C. H. Tan & Associates (“WTA”),
a Public Accountants firm. He is a member of the Malaysian Institute of Accountants, Malaysian Institute of Taxation

and the Fellow Member of the Association of Chartered Certified Accountants.

He obtained his professional qualification, i.e. Association of Chartered Certified Accountants in 1983. He then
joined a Public Accountants firm as Audit Assistant and advanced to the position of Audit Manager in 1988. With
his leadership and his dedication towards the profession, he finally took the challenge to establish his own

professional practice, i.e. WTA in 1989.

He has over 18 years of experience particularly in financial reporting, auditing, taxation and planning, company
secretarial as well as corporate management and advisory functions. He also sits on the Board of several other

private companies.

HALIMI BIN HUSSAIN, aged 50, was appointed to the Board of PCCS on 15 November 2000. He
graduated with Bachelor of Arts (Hons) from University Malaya in 1975 and Master in Policy Science from
University of Saitama, Japan in 1989. He also obtained Certificate in Public Administration from the National
Institute of Public Administration in 1977 and Certificate in Foreign Investment Negotiation from the Investment
Negotiation Centre of Georgetown University, Washington D.C. in 1980. Prior to his appointment to the Board of
PCCS, he was with the Malaysian Administrative and Diplomatic Service and has served as First Secretary at the
Embassy of Malaysia, Tokyo in 1982~1987, Director of Intellectual Property, Ministry of Domestic Trade and
Consumer Affairs in 1990, Malaysian Trade Commissioner and Counsellor (Economic), Embassy of Malaysia in
Manila from 1991 ~ 1997, Director of Program, Asia Pacific Economic Corporation Secretariat in Singapore from
1997 ~ 1999, and Director of Trade Support, Ministry of International Trade and Industry in 2000. In commerce,
he is active in the Malaysian Textile Manufacturer Association and currently served as its Vice President and
Chairman of the International Trade Negotiation. He is also the Vice President of the Malaysian Textile and Apparel

Centre.

TEY AH TEE @ TEO AH TEE, aged 56, holds a Diploma in Education from the Technical Teacher’s
College. He has extensive experience in the teaching of Industrial Arts and English Language. A self motivated
person, and currently is doing private tutoring. He was appointed to the Board of PCCS as an Independent Non-
Executive Director of the Company on 15 June 2001. He is presently managing a registered private limited

company.
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