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Financial Highlights

(g @uwm) / (Unit: Baht Millions)
IWMIRUATIAEEY Juga 31 suNAN

Audited Financial Statements ended 31 December

2552 / 2009 2553 / 2010 2554 / 2011

s1elaTan 1,462.31 1,064.29 1,000.09

Total Revenues

finls(anu) neunsnidesnauaznBduls (237.84) (396.12) (191.44)

Income (Loss) before Interest and Income Tax expenses

Aunswesan 1,470.03 1,118.98 838.79

Total Assets

dIUVBIL NN 132.73 (225.29) (472.91)
Equity

uwiusdyiisnsudy (Fuiu) 300.00 550.37 550.37

Number of paid up ordinary shares (Millions)

ansdminls (anu) grinesielasis (19%) (44%) (25%)

Net profit (loss) margins
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Message from the Board of Directors

To The Shareholders of
California WOW Xperience Public Company Limited (PLC)

The year 2011 was a very challenging year from an operational perspective due to economic problems and the big

flooding situation impacting the country leading to lower discretionary consumer spending than in previous years.

California WOW Xperience PLC (“Company”) generated Baht 967.8 million in total revenue for the year 2011 and the
Company reported a net loss of Baht 246.6 million which included baht 59.8 million in non-cash losses attributable to
provision of asset impairment and asset write-offs.  Consequently, the Company remained proactive to streamline its

cost base by reducing structural operating costs by baht 268.9 million on a year-over-year basis.
The Company closed the year with total shareholder equity of Baht -472.9 million.

The reasons stated above resulted in lower revenues as consumers spent less on fitness activities. Our membership

base decreased by 10% year-over-year to approximately 144,500 members at 2011 year-end.

Due to negative equity, the Company is facing possible delisting from SET. The Company has undertaken the SET
rehabilitation plan. We are considering various ways to strengthen our financial position by reducing financial leverage
and/or increasing total shareholder equity. We will continue to work with our financial creditors and landlords to

restructure our liabilities and align debt service with future cash flows.

On this occasion, on behalf of the Board of Directors, I would like to express our gratitude and offer our sincere
thanks to all our shareholders, members, employees, business partners, financial institutions and all those who have
faith in us and give us strong support. I strongly believe that the cooperation and support of every partner involved
will keep California WOW Xperience PLC moving steadily ahead and maintain its leadership as the leader in Thailand’s

fitness industry.

= =

///
George Saab

On behalf of the Board of Directors
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BOARD OF DIRECTORS

Director/Chief of Staff

THE WORLD'S NO.1 FITNESS CENTERS
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- Drafting & Mechanical Engineering, Don Bosco
College

dadaunistieu (Sewaz) - il
dszaunisainnuluszaz 5 Udaunas
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- NFNNNT / 58IUTTENIMANTNNUSUITEaWITNIIL

a 6 k3 =3 6 A s
YA, LAAWDILUEY 217 LBNTWLIEUD
n.A. 2553 - §.8. 2554
- ﬂiiuﬂ’]i’aﬂiz / NIINNITANTIIRDY
a 6 a 3 =3 6 A 6
YA, LAAWDILULY 217 LBNTWLIEUD

Mr. George Saab

Director / Chief of Staff

Age 65

Education

Bachelor Degree

- Drafting & Mechanical Engineering, Don Bosco
College

Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
Present

- Director / Chief of Staff

California WOW Xperience Plc.

Jul 2010 - Jun 2011

- Independent Director / Audit Committee Member

California WOW Xperience Plc.

Non Executive Director

3 a L=
U1 EIIE'I']'I‘SQ LAYA LABDIN

nssunislaivusunsg

218 60 1

AMIAINMIANEA

USaas

- Law program, Sir George Williams University
Montreal Canada

dadiumstionu (Sasaz) - lid
dszaunisainnaulusees 5 Ddaunas
2554 - ilaqiiu

- N35NNIS

e, wpanesitle 311 WOndnSaud
EEETHY

- Us251uNIINNT / Usesnudamindiusms
BIG BRAINJAR INC, BRAINJAR
INC,CRANKYCORP

Mr. Howard David Levine

Non Executive Director

Age 60

Education

Bachelor Degree

- Law program, Sir George Williams University
Montreal Canada

Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
2011 - Present

- Director

California WOW Xperience Plc.

Present

- President / CEO

BIG BRAINJAR INC, BRAINJAR INC,
CRANKYCORP



Director/VP of Sales
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- B.A. History and Physical Education, Coventry
College of Education
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Y. LAAWBTIHE 217 LONTNLSLUTD

Mr. Simon Douglas Howard

Director / VP of Sales

Age 54

Education

Bachelor Degree

- B.A. History and Physical Education, Coventry
College of Education

Percentage Holding (Percent) - 0.07
Working Experience of the Past 5 Years

Feb 2010 — Present

- Director / VP of Sales
California WOW Xperience Plc.
Sep 2009 - Jan 2010

- Director of Sales & Marketing
California WOW Xperience Plc.
Apr 2008 - Apr 2009

- Consultant

2006 - April 2008

- VP of Sales & Marketing
California WOW Xperience Plc.

Director/Country Fitness Manager
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Mr. Surasak Kongpanya

Director / Country Fitness Manager
Age 36

Education

Bachelor Degree

- Bachelor's Degree in Physical Education,
Chandrakasem Rajabhat University
Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
2010 - Present

- Director / Country Fitness Manager
California WOW Xperience Plc.

Jun 06 - Dec 09

- District Fitness Manager
California WOW Xperience Plc.
Dec 05 - May 06

Fitness Manager at Pinklao Club

California WOW Xperience Plc.

THE WORLD'S NO.1 FITNESS CENTERS
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BOARD OF DIRECTORS

Independent Director/Chairman of Audit Committee
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a 6 a k3 < fa a L1
UNA. LAAWaSIHY 117 1BnTWLTauD
a91u
- Deputy Managing director
Quality Metal Industry Co.,Ltd.

Mr. Chaisak Santimaneerat

Independent Director/Chairman of the Audit
Committee

Age 55

Education

Master Degree

- MBA, Chulalongkorn University

Bachelor Degree

- B.A. Accountancy, Fac. of Commerce and Accountancy
Chulalongkorn University
Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
Present

- Independent Director / Chairman of the Audit
Committee

California WOW Xperience Plc.

Present

- Deputy Managing director

Quality Metal Industry Co., Ltd.

Independent Director/Audit Committee

185955 2INad
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NIINNISDATE/

NIFUNNITAIAIANDY

21y 44 1

AMIAINMSANEA

YIen

- LASHYANENS
aontuTMAANRULSAITAERNT
USgiln

- UImsgIna(iiesdtan)
aontuTMAANRAULSAITAERNT
EDTLTRIES

- WRTANEAS NAINNRLAIVANUASTUNT
dadiumstionu (Sasaz) - lid
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Mr. Theerathorn Yoongthong

Independent Director/Audit Committee
Age 44

Education

Doctorate Degree

Ph.D. in Economics, NIDA

Master Degree

- MBA(Honors), NIDA

Bachelor Degree

- Pharmaceutical sciences, Prince of Songkla
University

Percentage Holding (Percent) - None

Working Experience of the Past 5 Years

Present

- Independent Director / Audit Committee
Member

California WOW Xperience Plc.

Jan-Dec 2006

- Marketing Manager

Rajdhevee Holistic Clinic Ltd.



Independent Director/Audit Committee
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a a ¢ a 9 < 6 a s
- NITUNITORITY / NTTUNTATIAEDY VNI, LAANDILUY 317 LBNTBNLIEUD

2548 - {a3tiu

- Accounting Manager/Director HLB (Thailand) Limited

Ms. Narumol Sakritchanan

Independent Director/Audit Committee

Age 34

Education

Master Degree

- MBA, Chulalongkorn University

Bachelor Degree

- Commerce and Accountancy, Thammasat University
Percentage Holding (Percent) - None

Working Experience of the Past 5 Years

Present

Independent Director / Audit Committee Member

2005 - Present

California WOW Xperience Plc.

Accounting Manager / Director HLB (Thailand) Limited

THE WORLD'S NO.1 FITNESS CENTERS
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Management

Chief of Staff
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Mr. George Saab

Chief of Staff

Age 65

Education

Bachelor Degree

- Drafting & Mechanical Engineering, Don Bosco
College

Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
Present

- Director / Chief of Staff

California WOW Xperience Plc.

Jul 2010 - Jun 2011

- Independent Director / Audit Committee Member

California WOW Xperience Plc.

VP of Sales
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Mr. Simon Douglas Howard

Director / VP of Sales

Age 54

Education

Bachelor Degree

- B.A. History and Physical Education, Coventry
College of Education
Percentage Holding (Percent) - 0.07
Working Experience of the Past 5 Years
Feb 2010 - Present

- Director / VP of Sales

California WOW Xperience Plc.

Sep 2009 - Jan 2010

- Director of Sales & Marketing

California WOW Xperience Plc.
Apr 2008 - Apr 2009

- Consultant

2006 - April 2008

- VP of Sales & Marketing
California WOW Xperience Plc.



Director of Operations
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- Bachelor of Arts: Business Studies, San Jose City
College, San Jose, CA
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Planet Yoga — Hong Kong
2552 - gonenstheuuanis
California Fitness & Yoga - Vietnam
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(ldareanainmaiduguinisuds m 31 unsian 2555)

Mr. Michael Edward Apple

Director of Operations

Age 44

Education

Bachelor Degree

- Bachelor of Arts: Business Studies, San Jose City
College, San Jose, CA
Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
2010 — Present - Director of Operations

California WOW Xperience PLC.

2009 - 2010 - Chief Operating Officer
Planet Yoga — Hong Kong
2009 - VP of Operations
California Fitness & Yoga - Vietnam
2008 — 2009 - Director of Business Development
California WOW Xperience PLC.
2006 — 2008 - VP of Fitness

California WOW Xperience PLC.
(He resigned effective from 31 January 2012)

Country Fitness Manager
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Mr. Surasak Kongpanya

Director / Country Fitness Manager
Age 36

Education

Bachelor Degree

- Bachelor's Degree in Physical Education,
Chandrakasem Rajabhat University
Percentage Holding (Percent) - None
Working Experience of the Past 5 Years
2010 - Present

- Director / Country Fitness Manager
California WOW Xperience Plc.

Jun 06 - Dec 09

- District Fitness Manager

California WOW Xperience Plc.

Dec 05 - May 06

Fitness Manager at Pinklao Club

California WOW Xperience Plc.
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Milestones

Established the company in the name of “California Fitness Centers Limited” on July 25

Opened the first club; Silom Club, at Liberty Square Building on Silom Road in December

Increased the registered and paid-up capital to Baht 62 million in August
Changed the shareholding structure from Fitness Holdings International Corporation to Mr. Eric Mark Levine's
Group and Major Cineplex Group Plc. with the proportion of 51% : 49%

Increased the registered and paid-up capital to Baht 98 million in September

Changed the Company trademark from “California Fitness” to “California WOW Xperience”
Registered to be a public company limited in September

Increased the registered and paid-up capital to Baht 150 million in October

Opened the second club; Pinklao club, at Major Cineplex Pinklao in November

Opened the third club; Sukhumvit 23 club, at Jasmine City Building on Sukhumvit 23 Road in December

Increased the registered and paid-up capital to Baht 200 million in November
Listed on the Stock Exchange of Thailand in November

Opened the fourth club; Ratchayothin Club, at Major Cineplex Ratchayothin in December

Opened the fifth club and the first six-star club; Siam Paragon Club, at Siam Paragon in March

Launched the “WOW" Fitness Magazine in March

Started airing Yoga TV Series; Yoga For All, on UBC Channel in March.

Opened the sixth club and the first women only club; Sukhumvit 31 Club, at Fenix Tower on Sukhumvit 31
Road in August

Awarded as “The Company of The Year” from Thai-Canadian Chamber of Commerce in the event of the 10th
Business Excellence Award 2005

Started airing “The California WOW Xperience 20 minutes Work-Out” on Chic Channel in September

Started pre-selling at our first upcountry club; Chiangmai club, at Central Airport Plaza in late September
Opened the seventh club; Chaengwattana Club, at The Avenue Chaengwattana in December

Started pre-selling at Ratchada club at Esplanade Ratchada in December

Opened the eighth club; Ratchada club, at the Esplanade in March

Opened the ninth club; Chiengmai club, at Central Airport Plaza in April

Started pre-selling the second upcountry club; Pattaya club, at the Avenue Pattaya in June
Opened the tenth club; Pattaya club, at the Avenue Pattaya in November

Passed the resolution for Right Offering for increased capital to THB 300 million in December

Opened the 11th club; Ekamai club, at the Major Cineplex Building (Sukhumvit) in August

Increased the registered and paid-up capital to Baht 300 million in January

The Board of Director passed resolution to arrange Extraordinary Shareholders’ Meeting No. 1/2553 to approve
capital increase to existing shareholder (Right Offering) totaling 402,000,899 shares or Baht 180 million (the
meeting approved to increase the capital as proposed by the Board. The existing shareholders subscribed the
shares totaling shares 250.37 million)

Awarded “Superbrands Thailand Y2009”

Opened women zone at Sukhumvit 23 club in April to replace Sukhumvit 31 club which closed

Increased the registered and paid-up capital to Baht 550 million in February

In September, celebrated 10th Anniversary with the launch of “10 KM in 10 Consecutive Days” corporate
wellness program at Lumpini Park and 10 locations. All proceeds from this event were donated to HDF Mercy
Center

Launched a new dance program called “WOW Hot Liquid” on Chic Channel True Visions

Establishment telesales department to generate additional prospective membership, focus move on co

promotion cost cutting.
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MANAGEMENT’S DISCUSSION OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

This discussion is intended to further the reader’'s understanding of the consolidated financial statements, financial
condition, and results of operations of California WOW Xperience Public Company Limited (“CAWOW?"). This report

should be read in conjunction with the financial statements, notes, and tables included in this report.

INTRODUCTION

CAWOW is the first and only fitness center operator with state-of-the-art fitness equipments listed on the Stock
Exchange in Asia. CAWOW was incorporated in 2000 under the name of “California Fitness Center Company Limited”
and opened its first club; Silom Club, in the Liberty Building on Silom Road. In 2003, CAWOW changed the
shareholding structure from “Fitness Holdings International Corporation” to Mr. Eric Mark Levine’s Group and Major
Cineplex Group with the proportion of 51%:49%, respectively. In 2004, the Company’s trademark was changed from
“California Fitness Center” to “California WOW Xperience” and registered as a public company limited in September.
On November 8, 2005, it was the first trading day of CAWOW stock on the Stock Exchange of Thailand (“SET”). As
of December 31, 2011, CAWOW market capitalization was Baht 55 million.

FITNESS INDUSTRY
Thai Fitness Industry

Like many Asians, Thais are becoming increasingly health conscious. Combining this with very low penetration
rate, demand for modern gyms will continue to rise. All fitness operators see this high potential in this industry,
reflecting more expansion from all operators. However, from the low penetration rate in Thailand, there is much more

space for all operators to play in this unique business.
Players and Positioning
Fitness centers can be categorized into four types according to the services provided:

1. Mega Club - a large-sized gym complex - offers both indoor and outdoor sports with other facilities such
as restaurant and salon. However, the joining fees and monthly fee at these clubs are quite high. Examples of this

type of club are the Royal Bangkok Sports Club and Ratchapreuk Sports Club.

2. Multi-Sports Center — a medium-sized gym - generally locates in the large hotels or office buildings where
some types of outdoor and indoor sports are offered. The joining fee and monthly fees at these centers are usually

high. Sports City is an example of this type.

3. Fitness Center — a small-sized gym where it focuses on specific types of exercise, locates in the office
buildings, hotels and department stores in the metro area for offering services with high convenience to its target
customers. The joining fee and monthly fee for this type are quite low comparing to the large and medium-sized gyms.

Examples of this type are Fitness First, True Fitness, Clark Hatch and California WOW Xperience.

4. Niche Club - for example, Body Shape, Phillip Wein, Marie France Body Line, SparSha Slimming Center -

offers specific exercise and weight control programs to particular customer groups.
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According to the size and the type of services provided to customers, CAWOW considers being in the type
of “Fitness Center”. Then, for the best comparison, CAWOW will focus on the Fitness Center type, called “Branded

Fitness Operators”, in this report.

Among “Branded Fitness Operators”, there are four operators; CAWOW, Fitness First, Clark Hatch and True

Fitness.

Table 1: Branded Fitness Operators

Name Location Services
CAWOW Office Building and, State-of-the-art Equipments; Cardiovascular, Resistance and Free
Department Store Weights, Group Exercise; Aerobic, Body Combat, Spinning, Addi-

tional Charge Services; Personal Training, Yoga, Pilates, Swimming

Pool (some branches), Sauna, Steam , etc.

Fitness First Hotel, Office Building General Workout Equipments, Group Exercise Classes, Sauna,

Steam, Swimming pool (some branches)

Clark Hatch Hotel, Department Store, General Workout Equipments, Aerobic Classes, Swimming Pool
Office Building, Housing (some branches), Jacuzzi
Estate

True Fitness Office Building and General Workout Equipments, Group Exercise Classes, Yoga, Spa

Department Store
As of December 31, 2011

Sources: www.fitnessfirst.com, www.clarkhatchthailand.com, www.truefitness.co.th, CAWOW'’s data

In 2011, the fitness industry was at the stable pace. The four major fitness operators had 49 operating, which
resulted in higher competition in this industry. However, each operator has different operating strategy with different
target customers. For example, target group of CAWOW is the new generation people who are in the range of 21-40
years old and want to work out in the modern gym with the same light and sound as in the nightclub. Fitness First
aims to target older customer with different lifestyle than CAWOW. Clark Hatch concentrates on expansion into the
Housing Estates, so its target customer is people living in those estates. Along with the demand and different
strategy, there are much more room for each fitness operator to operate in its own segment. Amongst the four
Branded Fitness Operators, CAWOW believed that market share of approximately 50%-55% belongs to CAWOW.

However, CAWOW considers only Fitness First to be the direct competitor.

BUSINESS DESCRIPTION
Corporate Vision

The Company thrives to remain the leading operators in Thai fitness industry, which is one of the fastest
growing industries in recent years. CAWOW operates the business with differentiate concept of “Exertainment” by
providing modern gym services with variety up-to-date and state-of-the-art work-out equipments and additional charge
services. CAWOW is the leader in introducing new facilities and other related businesses to contribute good value to

our members.

Regarding to more health consciousness amongst Thai people, the demand of fitness centers is growing;
especially in Bangkok area. We believe that the modern fitness centers with fully equipped fitness equipments will

continuously generate membership base, reflecting good performance to the Company.
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Business Scope

CAWOW provides full range of fitness services with differentiate look and feel from other fitness operators. In
addition to a variety of state-of-the-art fitness equipments, CAWOW also offers additional charge services consisting of
Personal Training, Yoga Pilates and Spa. As being the leading fitness operator in Thailand, CAWOW exited the year
2011 with 144,467 members from our ten operating clubs; Silom, Pinklao, Sukhumvit 23, Ratchayothin, Siam Paragon,
Chaengwattana, Esplanade Ratchada, Chiang Mai, Pattaya and Ekamai.

Graph 1: Members by Club
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Graph 2: Demographics by Gender
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Graph 3: Demographic by Age
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All CAWOW clubs are located in Bangkok and vicinity area, with the exception of Chiang Mai club and Pattaya
club, generating CAWOW'’s geographic coverage not only in Bangkok and vicinity area, but also big cities in upcountry.

The majority of members are in the range of 21-40 years old, accounting for 61% of total members.

Membership
CAWOW offers two types of membership that are Dues Membership and Term Membership.
1. Dues Membership

This type of membership allows customers, who do not want to pay full amount of membership fee in

advance, to pay monthly payment throughout the contract term via electronic fund transfer from their credit cards.
2.  Term Membership

This type offers discount membership fee to customers who want to pay full amount of membership fee

with the term of at least one year in advance.
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per, Elliptic Movement, Treadmill, Upright & Recumbent Bicycle, Cross Trainer.

o

. aqﬂﬂinia%i U7 (Resistance)
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Julaunndelu Aesgnatiu Body Master, Cyber Flex, Hammer Strength, Icarian, Life Fitness, Sprint.

* gunsnlentiwin (Free Weights)
QUNIDIT TN NIANNZUANTAS IR NUTILTILAZINNTIUIATDINAINILD FIDE1LTU barbell, dumbbell.
2. N1908NMAINBUULNGN (Group X)
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e vinsualsda (Aerobic Studio)
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o Woslusnsenu (Spinning Studio)
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Along with these two major types of membership, CAWOW has various memberships allowing customer to

choose the appropriate type with their lifestyles. For example;

1. All Clubs, All Access, All Hours — this type offers customers to access all CAWOW clubs at all hours.

However, it has highest cost.

2. One Club only — this type satisfies customers who want to join only one club closed to their home or

office.

3. Dual/Tripple Clubs - this type offers an option to customers who are willing to work out at our two or
three clubs, in which one clubs is closed to their homes and another club is closed to their offices. Its pricing is

higher than One Club Only type but lower than All Clubs, All Access, All Hours type.

All CAWOW members are able to use the basic facilities, which can be categorized into two main types as

follows:
1. General Workout

An extensive range of modern, international standard workout equipments are provided to all members in large
relaxing atmosphere work out area with enjoyable lights and sounds. All equipments are easy to use and are properly

maintained to always be in good condition, helping minimize accident. Three types of equipment are provided;
®  Cardiovascular

Cardiovascular exercise is improving the function of the heart and lungs (cardiovascular system), the blood
circulation and the stamina and burning calories. Examples of this type of equipment are Stairclimbers, Stepper, Elliptic

Movement, Treadmill, Upright & Recumbent Bicycle, and Cross Trainer.
° Resistance

Exercising with resistance equipments helps increasing muscle strength, body mass, bone strength and
body metabolism. In addition, it also helps members maintain or lose weights with improving body image and self-esteem.

For example, Body Master, Cyber Flex, Hammer Strength, Icarian, Life Fitness, and Sprint.
®  Free Weights

To build muscle, members can exercise with our high quality free weight equipments such as barbell or

dumbbell.
2. Group X

CAWOW offers the group exercise studios with the varieties of classes, allowing all members to join the

classes and to meet new friends. All classes are instructed by the qualified instructors.
®*  Aerobic Studio

In this studio, members can enjoy the varieties of aerobic exercise classes with the rhythm of music and

fun atmosphere. For example, Body Combat, Body Pump, Intro Aerobic, Intro Step, Hip Hop, Latin Dance, Tai-Chi.
®  Spinning Studio

This class combines the rhythmic exercising with the spinning. The atmosphere is lively with lights and

sounds offering excitement and fun feeling.

In addition to the above services, CAWOW provides other facilities, which might be different in each club, to

all members such as Sauna, Steam Room, Lockers, Swimming Pool, Spa, and etc.
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6. AAIAWALS (Liquid Dance)
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Additional Charge Services

Additional Charge Services consist of six services, which are Personal Training, Yoga, Pilates, Kick Fit, Spa and

Liguid dance. Details of each service are as follow;
1. Personal Training

Personal Training is the best possible service offering to members who want to have private fitness counselor
helping them set up appropriate programs to achieve their goals. Personal Training One-on-One sessions ensure that
members get the most from each and every workout. Our highly qualified personal trainers will provide constant and
careful guidance through every work out, giving members a wealth of fitness, exercise and nutrition knowledge.
Personal Training is so much more than a fitness program. It is about Motivation, Enthusiasm, Commitment and Safety,

all of which trainer will provide without forgetting the all important element- Fun.
2. Yoga
Yoga is one of the additional services which CAWOW offers at all clubs.

Yoga is a means of balancing and harmonizing the body, mind and emotions. It provides a natural counter by
balancing the stress of modern life and helping members achieve a sense of inner peace. In addition, there are many

benefits from playing Yoga; for example, reduce weight and cholesterol, relieve anxiety and relieve a muscle pain.
3. Pilates

Pilates is a physical and mental conditioning exercise program with a unique combination of stretching,
breathing, posture and movement control and specifically designed equipments, which is developed by Joseph Pilates
in 1920 by combining Eastern and Western forms of exercise and body movement. CAWOW introduced this service

in 2005 to help members improve the flexibility and movement of total body.
4. Kick Fit

Kick Fit has been introduced to members since 2008. Kick Fit creates a fun and dynamic option for members
to get in shape. It is based on Muay Thai training techniques with the goal to get the participants “fighting fit”.
Strength and stamina are developed through this training. It is popular among women who feel it gives them confidence

as well as self defense skills. Men like doing kick fit for its stress relieving benefits.
5. Spa

CAWOW has offered the spa service to members from the beginning of year 2009. The spa treatment helps
members relaxing body and mind, healing emotional distress, reducing the effects of ageing, nourishing the skin, and

soothing our tired muscles.
6. Liquid Dance

Liquid Dance has been introduced to members in August 2010. Liquid dance, a variety of dancing styles,
creates a fun and dynamic option for members to get in good health. The liquid dance has mixed to various kinds of

dance such as Hip Hop, Street Jazz, Popping, Locking, K-Pop, Stress Fusion and others.
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Key Competitive Differentiation Factors

CAWOW views our competitive differentiation factors along five key areas: Concept, Brand, Location, Services

and Strong Infrastructure.

First, CAWOW has differentiate concept; “Exertainment Concept”, for modern Thai population. The differentiate
feeling with the same light and sound as nightclub, generating friendly and fun atmosphere, has been created in all
clubs for members to use as hanging out area with their friends and working out area at the same time. It is not only

the happy time with friends, but also the good time for health.

Second, CAWOW has continuously established strong brand recognition through concept, services and
celebrity spokesperson. With strong brand recognition, it is easy for CAWOW to expand to other area. People will
know what CAWOW operates before we open the club, reflecting good response during the presales period. When

people want to join fitness center, CAWOW would be the first one in their minds.

Third, prime location in metro area with ground floor access is our major factor of building a club. Along with
high potential and more health consciousness among people in upcountry, CAWOW is expanding the business to those

potential areas.

Fourth, CAWOW aims to satisfy all needs of our members by offering a variety of services and classes to
contribute the most benefit to CAWOW’s members. CAWOW always is the leader to offer new services and related

products to our members.

Last but not least, CAWOW has solid centralized infrastructure. Our management team has very strong
experience in both international and Thai fitness industry, reflecting the best understanding to operate this business in
Thai market. Along with the strong management team, CAWOW has six major key drivers to support growth, which
are strong sales team, innovative marketing and advertising team, good membership system, customer service, em-

ployee training and development, and the most important driver; innovative services and facilities.

STRATEGIC IMPERATIVES FOR 2012

In 2012, CAWOW will continue to focus on our business with the unique concept of “Exertainment” in
Bangkok metro area and selected upcountry area (Pattaya and Chiangmai locations) to acquire new members while
maximize existing membership value which in turn will help increase overall earnings and sustain long-term growth. In

sum, CAWOW will attempt to manage business to achieve our goals along the following imperatives:

Club & Location: CAWOW will consider potential areas in Bangkok metro and upcountry (Pattaya and
Chiangmai) to open the club with the key factor of the ground floor access for the club visibility and selling area.

However, CAWOW does not have any firm commitment to open a new club in 2012.

Membership: A number of new clubs with appropriate marketing program and marketing activities, which might
be different in each location, will be pursued to expand the membership base. In addition, CAWOW will continue to

push for more attractive loyalty program in order to maintain our memberships.

Products & Services: Core businesses; Membership and Additional Charge Services, are continuously developed
to contribute more value to all members. Membership service, which generates the majority revenue to the company,
allows members to use fitness facilities and to attend a ton of Group X classes such as Body Combat, Body Pump
and Spinning, free of charge. CAWOW will not stop creating more classes for members to enjoy working out at the
clubs. For Additional Charge Services, currently, there are six services; Personal Training, Yoga, Pilates, Kick Fit, Spa
and Liquid Dance, which they all will be pursued to introduce to all members. Moreover, CAWOW plans to launch

additional charge services to offer the highest benefit to members.
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Staff: As a service company, staffs are the one of the most important factors to drive the company. Only high
qualified staffs will be recruited to be CAWOW'’s staffs. In addition, all CAWOW's staffs, especially club’s staffs, will

be trained and requested to pass the required tests before serving our members.

Synergy Business: Along with the synergy businesses launched in 2012, CAWOW will not stop creating more

synergy businesses or other related businesses to add more value to our members.

Future Projects
New Clubs: At this time CAWOW does not have any firm commitment to open a new club in 2012 and beyond.
Synergy Business. CAWOW has strengthened the synergy business by forming strategic partnerships, which
increases ancillary revenue.
EARNINGS SUMMARY

Table 2: Summary of Financial Ratio

Year Ended December 31, 2011 2010

Profitability Ratio

Gross Profit Margin 15% 7%
EBITDA Margin 1% (14%)
Cash EBITDA Margin (6%) (2%)
Net Profit (Loss) Margin (25%) (45%)
Return on Average Total Assets (25%) (36%)
Return on Average Shareholders’ Equity N/A N/A

Asset Quality Ratio

Current Ratio (times) 0.1 0.1

Financial Ratio

Debt to Equity Ratio (times) N/A N/A
Interest Bearing Debt to Equity Ratio (times) N/A N/A
Debt (excluding deferred income) to Equity Ratio (times) N/A N/A

N/A — Not Applicable

The year 2011 was the most challenging year from an operational perspective due to economic and flooding
situation in the last quarter. Our membership base down 10% from 161,000 members at the end of 2010 to 144,467
members at the end of 2011. The Company reported a net loss of THB 247 million, which included THB 51 million of
asset impairment charge and asset write-offs. In year 2011, the Company generated revenue from rendering services
THB 968 million. Moreover, the Company managed to reduce its operating expenses (excluding asset impairment charge

and asset write-offs) by THB 240 million from last year.

At the end of 2011, the Company had 10 operational clubs; Silom Club, Pinklao Club, Sukhumvit 23 Club,
Ratchayothin Club, Siam Paragon Club, Chaengwattana Club, Chiang Mai Club, Esplanade Club, Pattaya Club and Ekamai,

with the total area of approximately 35,959 square meters.
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In addition to Membership services, the Company offers our members six main additional charge services
consisting of Personal Training, Yoga, Pilates, Kick Fit, Spa and Liquid Dance. These services are the source of the
revenues. In 2011, Personal Training, including Kick Fit, was still the main service contributing to 75% of total
additional charge service revenues. Pilates was accounting for 18% of total additional charge service revenues. Along
with the continue expansion in membership base, the additional charge service revenues are expanding to contribute

high return to the Company.

Table 3: Summary of Balance Sheet Statement

201 2010 %Change
(Million Baht) (Million Baht)

As at December 31,

Assets:

Current Assets

Cash & Cash Equivalents 5 20 (75%)
Other Current Assets 43 57 (25%)
Total Current Assets 48 77 (38%)

Non-Current Assets

Leasehold Improvement & Equipments-net 655 893 (27%)
Intangible Assets-net 78 88 (11%)
Deposits 58 61 (5%)

Total Non-Current Assets 791 1,042 (24%)

TOTAL ASSETS 839 1,119 (25%)

Liabilities and Shareholders’ Equity:

Liabilities
Short-term Loans 217 125 4%
Long-term Loans 286 297 (4%)
Deferred Income 501 636 (21%)
Other Current & Non-Current Liabilities 308 286 7%
Total Liabilities 1,312 1,344 (2%)

Shareholders’ Equity

Total Shareholders’ Equity (473) (225) 110%

TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY 839 1,119 (25%)

ASSETS

Total assets as at December 31, 2011 decreased 25% or Baht 280 million from Baht 1,119 million as at
December 31, 2010 to Baht 839 million as at December 31, 2011. Of that amount, 6% was current assets and

another 94% was non-current assets. Details of assets are as follows:
Current Assets

Current assets decreased 38% or Baht 30 million from Baht 78 million as at December 31, 2010 to Baht 48
million as at December 31, 2011. This was mainly from a decrease in cash & cash equivalents Baht 15 million and

decrease in prepaid income tax 10 million.
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Non-Current Assets

Non-current assets decreased 24% or Baht 252 million from Baht 1,042 million as at December 31, 2010 to
Baht 790 million as at December 31, 2011. This decrease mainly came from a decrease in leasehold improvements and

equipments-net of Baht 237 million due to accumulated depreciation and asset write off .
LIABILITIES AND SHAREHOLDERS’' EQUITY
Liabilities

Total liabilities as at December 31, 2011 decreased 2% or Baht 32 million from Baht 1,344 million as at
December 31, 2010 to Baht 1,312 million as at December 31, 2011. Major drivers for this decrease is amounts due to
deferred revenue, down 21% or Baht 135 million from Baht 636 million to Baht 501 million partially offset by an

increase in short-term borrowings, up 74% or Baht 92 million from Baht 125 million as of December 31, 2010 to Baht

217 million as of December 31, 2011.
Interest - Bearing Debt

In addition to internal cash inflow from operation, four more sources of funding were used to support our
business; loans from financial institutions, obligation under finance lease agreements, short-term borrowings - others and
short-term borrowings - related party accounting for 69%, 1%, 25% and 5% of total interest-bearing debts,

respectively.
Loans

As at December 31, 2011, loans increase 19% or Baht 81 million from Baht 422 million to Baht 503 million.
The majority amount was shown under current liabilities due to the equity ratio is not in accordance with the debt
covenant requirements. Therefore, the banks are entitled to call back the loans immediately. So, the Company have the

negotiation with banks to reschedule outstanding debts result in some amount was shown under non — current liabilities.
Obligation under finance lease agreement

Obligation under long-term lease agreement, another major source of funding, decreased from Baht 33 million

as at December 31, 2010 to Baht 3 million as at December 31, 2011.
Deferred Income

From the flooding situation and extension income recognition period in Year 2011 result in deferred income
decrease by 21% or Baht 135 million from Baht 636 million as at December 31, 2010 to Baht 501 million as at
December 31, 2011.

Shareholders’ Equity

Shareholders’ equity as at December 31, 2011 dropped 110% or Baht 248 million from Baht 225 million as at
December 31, 2010 to negative of Baht 473 million as at December 31, 2011 due to operation loss Baht 192 million

and financial costs Baht 55 million.
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NET PROFIT

Table 4: Summary of Income Statement

20M 2010 %Change
(Million Baht)  (Million Baht)

For the years ended December 31,

Revenues:

Revenue from Rendering of Services 968 1,031 (6%)

Cost of Rendering of Services (823) (960) (14%)
Gross Profit 145 71 104%

Other income 32 33 (3%)
Profit Before Expenses 177 104 70%
Total Expenses (369) (500) (26%)
Loss Before Financial Costs and Income Tax (192) (396) (52%)
Interest Expenses (55) (71) (23%)

Income Tax - - -

Net Loss (247) (467) (47%)

In 2011, the Company had the net loss of Baht 247 million due to the decrease in net loss of Baht 220
million from the previous year. In addition, the operating expense decreased Baht 268 million from Baht 1,460 million
in December 2010 to Baht 1,192 million in December 2011 because of the success in costs controlling and decrease

in revenue from rendering of service Baht 63 million.
Total Revenue

Table 5: Revenue Structure

For the years ended December 31, 201 Prop. 2010 Prop. % Change
(Million Baht) (Million Baht)

Total Revenue 1,000 100% 1,064 100% (6%)
Membership Revenue 375 38% 514 48% (27%)
Additional Charge Service Revenues 593 59% 517 49% (15%)
Other Income 32 3% 33 3% (3%)

Due to the expansion in membership base; the Company had the number of members decrease by
approximately 16,533 members in year 2011 and increase 2,500 members in year 2010, respectively. As a result, the

total revenue decreased by Baht 64 million from baht 1,064 million in 2010 to Baht 1,000 million in 2011.
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Graph 4: Breakdown Membership by Type

2011 2010
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Membership Revenue was a main source of revenue which was accounted for 38% of total revenues. Our
144,467 members can be categorized into two groups, Term Membership and Dues Membership accounting for 97%

and 3% of total members, respectively. In addition, 86% of total members had multiple clubs access.
Additional Charge Service Revenues

Graph 5: Breakdown Additional Charge Service Revenues
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Total additional charge service revenues increase by 15% or Baht 76 million from Baht 517 million last year to
Baht 593 million and accounting for 59% of total revenues. Of the total amount, 75%, 18%, 6% and 1% came from

Personal Training, Pilates, Yoga and Spa, respectively.

Personal Training and Kick Fit, which were the major source of additional charge service revenue, generated

Baht 447 million this year, increasing from last year revenue of Baht 74 million by Baht 373 million.
Yoga, a popular service, generated the revenue of Baht 34 million.

Pilates has been introduced since 2005. Its revenue grew 45% or Baht 33 million from Baht 73 million last

year to Baht 106 million.

Spa, a new service offered in 2009, generated revenue Baht 6 million, accounting for 1% of total additional

charged serviced revenue and the spa at silom branch closed in quarter 4/2011.
Other Incomes

For the year ended December 31, 2011, other incomes including gain on foreign exchange rate and interest
income decreased 3% or Baht 1 million from Baht 33 million last year to Baht 32 million. The sources of other incomes

were Sponsorship income, barter trade, and the other revenue from our business partners.
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Total Expenses

Table 6: Expense Structure

For the years ended December 31, 20M Prop. 2010 Prop. % Change
(Million Baht) (Million Baht)

Total Expenses 1,247 100% 1,531 100% (19%)
Total Operating Expenses 1,192 96% 1,460 95% (18%)
Cost of Rendering of Services 823 66% 960 63% (14%)
Marketing & Advertising Expenses 38 3% 69 5% (45%)
Selling & Administrative Expenses 331 27% 431 28% (23%)
Interest Expense 55 4% 7 5% (23%)

Income Tax - - - - -

For the year ended December 31, 2011, the Company recorded the total expenses of Baht 1,247 million, down
by 19% or Baht 284 million from Baht 1,531 million last year. Total expenses consisted of cost of rendering of
services, marketing and advertising expenses, selling and administrative expenses and interest expense, accounting for

66%, 3%, 27% and 4% of total expenses, respectively. In addition, the Company had no income tax in year 2011.
Total Operating Expenses

Due to success in costs controlling in 2011, total operating expenses decreased 18% or Baht 268 million from
Baht 1,460 million last year to Baht 1,192 million. Of that amount, 69%, 3% and 28% were from cost of rendering

of services, marketing & advertising expenses, and selling & administrative expenses, respectively.
Cost of Rendering of Services

Cost of rendering of services for the year ended December 31, 2011 was Baht 823 million, down by 14% or
Baht 137 million from Baht 960 million for the year ended December 31, 2010. Major sources of this cost were
rental fee, depreciation and amortization and salary, accounting for 34%, 24% and 14% of total cost of rendering of

services.
Marketing & Advertising Expenses

For the year ended December 31, 2011, the Company had the marketing & advertising expenses of Baht 38
million, down by 45% or Baht 31 million from Baht 69 million for the year ended December 31, 2010. This decrease

was mainly from a result of advertising and internal promotion.
Selling and Administrative Expenses

The selling and administrative expenses for the year ended December 31, 2011 were Baht 331 million, down
by 23% or Baht 100 million from Baht 431 million for the year ended December 31, 2010 due to the continued cost

reduction and cost controlling.
Interest Expense

The Company accrued interest expenses at the default rate; therefore, the interest expense for the year
ended December 31, 2011 were Baht 55 million, down by 23% or Baht 16 million from Baht 71 million for the year
ended December 31, 2010.

Income Tax

For the years ended December 31, 2011 and 2010, the Company had no income tax due to net loss for the

year 2011 and 2010.
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Risk Factors

1. Risk of Liquidity Problems

Due to the economic and flooding situation in 2011, the targeted customers tend to be more conscious
on consumer spending. As a result, the revenue from rendering of services dropped THB 63 million from THB 1,031
million in 2010 to THB 968 million in 2011. The Company’s management has worked to the best of their ability to
control the operating expenses; therefore, the operating expenses (excluding impairment charge and assets written-off)
decreased THB 161 million from the previous year.

The Company believes that the liquidity will be gradually improved by introducing new marketing and
service programs to generate more revenue and finding a new source of fund to improve its financial and liquidity. In
addition, the Company is on the negotiation process with the banks and landlords to reschedule outstanding debts and/
or find new source of fund to repay banks debts. Moreover, the Company continues to maintain operational expenses

at the lowest level to improve the cash flow from operation.

2. Risk Related to Financial Leverage

The Company currently has the total interest-bearing debt of THB 506 million as of December 2011. The
substantial debt could have important consequences to the Company; for example, making it more difficult for the
company to satisfy obligations with respect to the outstanding indebtedness, increasing the Company vulnerability to
general adverse economic and industry conditions, requiring a substantial portion of the cash flow from operations for
the payment of interest on debt and reducing the Company’s ability to use the cash flow to fund working capital,
capital expenditures, investment of new clubs and general corporate requirements. In addition, the company may face
the limitation of flexibility in planning for, or reacting to, changes in the business and the industry, in which the
Company operate. These limitations and consequences may place the Company at a competitive disadvantage to
other less-leveraged competitors. Covenant restrictions under the Company’s indebtedness may limit the ability to
operate the business and, in such event, the Company may not have sufficient assets to settle our indebtedness.

However, the Company is under discussion with banks on loan restructuring, which will extend the

repayment terms and conditions. Additionally, the Company attempts to find new source of fund to repay banks debts.

3. Risk from Intense Competition

The growing health consciousness of Thai people has resulted in a number of competitors investing in the
business of fitness centre operation as can be seen from the recent rising number of fitness centres located in
shopping complexes and office buildings. These new centers are targeted at the same customers as the Company’s
business. Despite the possible impact on the market share of the Company as a result of this intense competition,
the Company is confident that it can offer services that are different from those of its competitors. The Company’s
selection of modern exercise equipment and the Company’s responsiveness to customer demands which include nice
and clean fitness centers and modern lighting and sound systems by professional teams will ensure customers enjoy
and are excited by exercising at California WOW Xperience. Moreover, the managements’ more than 30 years of
experience in successfully managing fitness centres in many countries and the strength of its major shareholder’s,

marketing strategy and expertise in selecting locations will allow the Company to remain a leader in Thailand.

4. Risk from Price Wars

The rising number of new fitness center operators has created intense marketplace competition resulting
in the fierce price war. This poses a risk to the profitability of the Company. The Company’s confidence in the
quality of the services that it provides and the fact that the services it provides are different from those offered by
competitors. It means that the Company has resisted the policy of price-cutting. The Company offers free trial
packages of its additional charged services to customers with new purchase of services such as Personal training, Yoga
and Pilates. The Company is using a Master Price List to determine the sales price for all services. The price list has
been designed by the management team. Sales counsellor cannot change prices as specified in the Master Price List

and shall comply with the regulations as specified.
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In addition, the Company’s target customers are not sensitive to changes of price as they expect quality
services. It is expected that the price war will not be much intense as the customer's demand is currently

outnumbering the operators of the business of fitness centre.

5. Risk from Inability to Renew Lease Agreement

All property/space used in the Company’s business operation are leased under long-term lease agreements,
for periods of between 3-20 years. Therefore, the Company might be at risk from not being able to renew its lease
agreements, or rental increases. However, all of the lease agreements allow the Company to extend the leases and
all have a clear policy of rental rate adjustment. Being well recognised by customers and as the country’s leading
fitness center operator the large area of each branch means it would be quite difficult for the Lessor to find other
lessees to continue the leases. The Company has never experienced termination of a lease agreement by a landlord.
The Company is therefore confident that it will receive good support from the landlords and the lease agreements will

be extended.

6. Risk related to Dependency on Executives and Human Resources

The business model has always grown and been developed by the vision of the founder of the Company,
Mr. Eric Mark Levine, a major shareholder. Without Mr. Eric Mark Levine, the Company’s operations might be at risk.
However, the Company has recruited an experienced management team fitness industry expertise to join the team. The
Company has been restructured to decentralise executive power and allow each department to work independently and
effectively and reducing the risk of being entirely dependent on executives. In addition, the Company plays a
significant role in producing and developing quality human resources with an emphasis on a continual human resources
development. With this development scheme in place, the Company is confident it will be able to maintain effective
business operations with an appropriate replacement in the case of a loss of human resources. The Company also
adopts the policy of providing all employees with good remuneration and welfare and thus enhance their capability to

provide good services and maximum customer satisfaction.

7. Risk related to Major Shareholders

As of 30 December 2011, shares of the Company are held by a group of major shareholders. These
shareholders are Mr. Eric Mark Levine’s Group holding 36.06 percent of the paid-up registered capital. Mr. Nathapphol
Jurangkul is holding 12.07 percent of the paid-up registered capital. Therefore, shareholders in these two groups will
have the majority of votes in shareholders meeting when reaching a resolution to; for example, appoint directors of
the Company or any resolution that requires a majority vote. Consequently, other shareholders face the risk of not
being able to gather sufficient votes to create checks and balances when voting on matters proposed by the major
shareholders to shareholder meetings.

When considering the corporate structure of the Company which is comprised of the Board of Directors,
Audit Committee, Remuneration Committee, it can be said that the Company has qualified executives, a knowledgeable
corporate structure with a scope of work and that power has been assigned to each committee in a clear and transpar-
ent manner. Major shareholders, persons with power to control the business including any persons with a conflict of
interests, will not be entitled to vote in any matter that is related to the connected transactions with the directors. In
addition, independent persons will have an auditing function. This will create a balance of decision-making power to
reassure shareholders about the transparency of the Company and the balance of executive power within the

Company.

8. Risk from Few Company Checks and Balances
Mr. Eric Mark Levine resigned from Chairman of the Board of Directors and CEO of the Company;
therefore, he does not have all of the authority in the Company. However, the Company has a corporate structure that
comprises of a Board of Directors, Audit Committee, Remuneration Committee and Management. These committees and

the Management are in place to ensure the Company has sufficient checks and balances.
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Shareholding Structure

Major Shareholders

The names of the first ten shareholders that appeared in the shareholders’ registration book as at
30 December 2011 are:

As at 30 December 2011

Shareholders

No. of share Percent

1. Mr. Eric Mark Levine’'s Group
1.1 Elite Power Holdings Inc. 130,510,285 23.71
1.2 Mr. Eric Mark Levine 63,446,242 11.53
1.3 FDE of the World Company Limited 4,499,770 0.82
1.4 Bulldog Holdings Limited 229 0.00
Mr. Eric Mark Levine’s Group 198,456,526 36.06
2. Mr. Nathapphol Jurangkul 66,419,800 12.07
3. EFG Bank 65,134,192 11.83
4. Thai NVDR Company Limited 45,569,278 8.28
5. Mr. Wisanu Sakulphichetrat 27,518,400 5.00
6. Mr. Voraphat Shinphongphiboon 27,510,000 5.00
7. Mr. Aphichat Chaiyaporamath 11,787,800 214
8. Mrs. Sunee Rurchusert 5,500,000 1.00
9. Mr. Sumeth Tiratrakulvittaya 4,999,900 0.91
10. Ms. Duangduan Manaviboon 4,000,000 0.73
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Board of Directors

AFUASSIUANSMSIDasaU AEUNSSMISHTTUOAtODUNlINU

' : Remuneration Committee
Audit Committee

WNusoDaaunJliu

Internal Audit Department

(WduoumMsanuLIUUARUONS)
NMir. Michael Edward Apple*

(Oirector of Operations)
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Organization Chart

AEU:NSSIUATISUSHNS AEU:NSSUANSDauURISuNSWY

Executive Committee Real Estate Committee

Mr. George Saab
(Chief of Staff)

Mir. Simon Douglas Howard Mr. Surasak Kongpanya

(Vice President of Sales) (Country Fitness Manager)

o
o4
w
'_
z
i
(@]
0
o)
i)
z
[=
w
-
o
z
a
a
-
x
o
=
w
T
'_

“ldareanainmaiduguinisuds m 31 unsiau 2555

*He resigned effective from 31 January 2012
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Corporate Structure and Corporate Governance

Structure of Board of Directors

The corporate structure of the Company comprises of four committees: Board of Directors, Audit Committee,
Remuneration Committee and Real Estate Committee. The board clearly separates its roles and responsibilities from
those of management thus enhancing the balance of power within the Company. Details of the Board of Directors and

subcommittees are as follows:
1. Board of Directors

As at December 31, 2011 the Board of Directors of the Company comprises of 7 directors including 3 executive
directors, 1 non-executive director and 3 independent directors, equivalent to one-third of the entire board with a term
of 3 years each. The Board of Directors comprises of personnel with expertise in various professions such as fitness
business, finance and accounting, and have dedicated enough time to perform as directors. The Board of Directors
views that the Board’s structure is appropriate with the capital invested by each group of shareholders and the balance
of power and thus ensure that the Board of Directors could perform their duties independently, resulting in an efficient

and effective decision making. Names of members of the Board of Directors are as follows:

Proportion of
Name Position Assigned Date Securities Holding (%)
As of 30 Dec, 2011
1. Mr. George Saab® Executive Director / Chief of Staff 8 April 2010 0.00
2. Mr. Howard David Levine® Non-Executive Director 22 April 2011* 0.00
3. Mr. Simon Douglas Howard® Executive Director 21 January 2011 0.07
4. Mr. Surasak Kongpanya3 Executive Director 22 April 2011* 0.00
5. Mr. Chaisak Santimaneerat’ Independent Director and Chairman of Audit Committee | 9 November 2011 0.00
6. Ms. Narumol Sakritchanan® Independent Director and Audit Committee member 6 June 2011 0.00
7. Mr. Theerathorn Yoongthong’ | Independent Director and Audit Committee member 9 November 2011 0.00

The Company’s secretary: Mr. Nat Klannukarn (Finance and Accounting Manager)

Remarks:

1) Mr. Eric Mark Levine resigned as Chairman and Chief Executive Officer effective from October 17, 2011.

2) The Company’s Board of Directors at the meeting no.7/2011 held on May 12, 2011 has approved the
appointment of Mr. George Saab as Chairman of Audit Committee effective from May 12, 2011. Mr. George Saab
resigned as Independent Director and Chairman of Audit Committee effective from June 28, 2011 but remained a
Director of the company.

3) The Board of Directors’ meeting no. 2/2011 held on January 21, 2011 has approved the appointment of
Mr. Howard David Levine as a Director replacing Mr. Mark Steven Mastrov who resigned, the appointment of Mr.
Simon Douglas Howard as a Director replacing Mr. Verawat Ongvasith who resigned, and the appointment of Mr.
Surasak Kongpanya as a Director replacing Dr. Virach Aphimeteetamrong who resigned. Above appointments were
effective from 21 January 2011. Mr. Howard David Levine is a director and marketing consultant of the Company. He
has experience and expertise in fitness industry.

4) Mr. Vicha Poolvaraluk and Mr. Prinya Taithongchai resigned as Director and Independent Director
respectively. Effective from January 24, 2011.

5) Mr. Sirot Setabandhu resigned as Independent Director and Audit Committee member effective from
May 06, 2011.

6) The Board of Directors’ meeting no. 8/2011 held on June 6, 2011 has approved the appointment of Ms.
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Narumol Sakritchanan as an Independent Director and Audit Committee member effective from June 06, 2011.
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7) The Board of Directors’ meeting no. 12/2011 held on November 9, 2011 has approved the appointment
of Mr. Chaisak Santimaneerat as an Independent Director and Chairman of Audit Committee and the appointment of
Mr. Theerathorn Yoongthong as an Independent Director and Audit Committee member effective from November 9,
2011.

* Directors re-elected at the Annual General Shareholders Meeting No. 1/2011 on April 22, 2011.

Directors with Authority to Sign on Behalf of the Company

The directors who are authorized to sign on behalf of the Company are Mr. George Saab, Mr. Simon Douglas

Howard, Mr. Surasak Kongpanya; two in three shall jointly sign and affix the Company seal.

2. Audit Committee

As at December 31, 2011 the Audit Committee which is appointed by the Board of Directors comprises of 3
independent directors with a term of 1 year each. All three members of the Audit Committee are experts in accounting

and finance. Names of the Audit Committee members are as follows:

(1) Mr. Chaisak Santimaneerat® Chairman of Audit Committee
(2) Ms. Narumol Sakritchanan® Audit Committee Member
(3) Mr. Theerathorn Yoongthong® Audit Committee Member

Remarks:

1) Mr. Prinya Taithongchai resigned as Independent Director and Audit Committee member, effective from
January 24, 2011.

2) Mr. Sirot Setabandhu resigned as independent director and Audit Committee member effective from May
06, 2011.

3) The Board of Directors’ meeting no. 7/2011 held on May 12, 2011 has approved the appointment of Mr.
George Saab as Chairman of Audit Committee effective from May 12, 2011. Mr. George Saab resigned as Independent
Director and Chairman of Audit Committee effective from June 28, 2011 but remained a Director of the company.

4) The Board of Directors’ meeting no. 8/2011 held on June 6, 2011 has approved the appointment of Ms.
Narumol Sakritchanan as an Independent Director and Audit Committee member effective from June 6, 2011.

5) The Board of Directors’ meeting no. 12/2011 held on November 9, 2011 has approved the appointment
of Mr. Chaisak Santimaneerat as an Independent Director and Chairman of Audit Committee and the appointment of
Mr. Theerathorn Yoongthong as an Independent Director and Audit Committee member. Above appointments were

effective from November 9, 2011.

3. Remuneration Committee

As at December 31, 2011 the Remuneration Committee which is appointed by the Board of Directors comprises

of one executive director. Name of the members of the Remuneration Committee are as follows:

(1) Mr. George Saab Remuneration Committee Member

4. Real Estate Committee

The Real Estate Committee, appointed by the Board of Directors comprises of one executive director and one
non-executive director. Two of them have experience and expertise in fitness and real estate businesses. Names of

the members of the Real Estate Committee are as follows:

(1) Mr. Eric Mark Levine' Chairman of Real Estate Committee

(2) Mr. Vicha Poolvaraluck® Real Estate Committee Member
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Remarks:

1) Mr. Eric Mark Levine resigned as Chairman of the Board, Chairman of Real Estate Committee and Chief
Executive Officer effective from October 17, 2011.

2) Mr. Vicha Poolvaraluk resigned as director and Real Estate Committee member effective from January
24, 2011.

The Board of Directors’ meeting no. 1/2012 held on February 24, 2012 has approved the appointment of

Mr. George Saab as the Real Estate Committee member effective on February 24, 2012.

Management

As of 31 December 2011, the Company has 4 executives as follows:

(1) Mr. George Saab Chief of Staff

(2) Mr. Simon Douglas Howard VP of Sales

(3) Mr. Michael Edward Apple* Director of Operations
(4) Mr. Surasak Kongpanya Country Fitness Manager

* Mr. Michael Edward Apple resigned as Director of Operations effective January 31, 2012.

The Extraordinary Shareholders’ Meeting No. 2/2004 held on 8 September 2004, the Board of Directors’
Meeting No. 11/2004 held on 12 October 2004, attended by the Audit Committee resolved that the duties of the Board

of Directors, Audit Committee, and Chief Executive Officer be specified as follows:

Scope of Power and Duties of the Board of Directors

1. To manage the Company in accordance with the law, objectives, Articles of Association and resolutions

of shareholders in an honest manner and with the aim to protect interests for the Company;

2. To have the power to form teams of directors/executives that will be responsible for operations as assigned
by the Board of Directors, and to have the power to appoint the Chief Executive Officer and other committee such as

nomination committee, remuneration committee as the case may be;

3. To set goal, guidelines, policy, plans of work and budget of the Company; to oversee the administration
and management of the Management or any persons assigned to do such work to ensure compliance with the policy

set out by the Board of Directors;

4. To review and approve the policy, directions, strategies, business plan for large investment project of the

Company proposed by the Management;
5. To follow-up the outcome of work to ensure compliance with the plan and budget on an ongoing basis;

6. To consider and approve other businesses which are necessary and related to the Company or deemed

appropriate and contribute to the best interests of the Company

The following matters shall be subject to prior approval at the Shareholders’ Meeting. A director
having interests in a matter or a conflict of interests against the Company or subsidiaries shall not be entitled to vote
for any such matter:

(a)  Matters which, by law, require resolution of Shareholders’ Meeting; and

(b)  Transactions in which directors have interests and which, pursuant to the law or the regulations of the

Stock Exchange of Thailand, require the approval of shareholders’ meeting

The followings shall be also subject to approval at the Board of Directors’ Meeting by the majority vote of
the total directors attending the meeting and to approval at the Shareholders’ Meeting by vote of no less than

three-fourth of the total vote of shareholders attending the meeting and being entitled to vote.
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(a)  Sale or transfer of the entire or some important parts of business of the company;

(b)  Purchase or the takeover of other company or private company;

(c) Execution of, amendment to or termination of any agreement on the lease of the entire or some
important parts of business of the company, or the assignment of other persons to carry on the business of the company
or the merger with other person with the aim of sharing profit and loss;

(d)  Amendment to the Memorandum of Association or the Articles of Association of the company;

(e) Increase or decrease of capital, issuance of debentures and merger or liquidation; and

(f)  Any other matters as prescribed under the provisions of the law on securities and/or regulations of the
Stock Exchange of Thailand to require approval of the Board of Directors’ Meeting or Shareholders’ Meeting by the

above-described number of vote.

Scope of Power and Duties of Audit Committee

The Board of Director’'s meeting No.5/2008 held on 11 November 2008 has approved the revision of qualifications,
duties and responsibilities of the Audit Committee to comply with the notification of the Stock Exchange of Thailand
“Qualifications and Scope of Work of the Audit Committee 2008”. Currently, the Audit Committee shall have the following

power and responsibilities:

1. Carry out Audit to ensure the financial reports are duly made and sufficiently disclosed in cooperation
with external auditors and executives responsible for the preparation of both quarterly and annual financial reports; and
consider financial statements and other relevant financial reports, accounting principles and accounting practices,
compliance with accounting standards, existence of the business, significant change to accounting policy including
reasons provided by the management in respect of the establishment of accounting policy before being proposed to
the Board of Directors for further dissemination to shareholders and general investors. The Audit Committee may during
the Audit of the Company’s accounts suggest that the Audit Committee carry out Audit or examination on any other

transactions as deemed necessary;

2. Develop guidelines and carry out Audit to ensure that the Company has an appropriate and effective
internal control and internal audit in cooperation with both external and internal auditors develop plan and review the
annual internal audit plan of the Company and evaluate the Audit results in cooperation with auditors and internal
auditors taking into consideration problems and any restrictions imposed as a result of Audit the financial statements;
and develop a plan to control the processing of electronic information and ensure the safety of the information to
prevent any corruption or the misuse of computer by the Company’s employee or any other third persons. Consider an
independence of Internal Audit Department, as well as approve the appointment, transfer, and dismissal of Internal

Audit Manager;

3. Carry out Audit the operation of the Company to ensure its compliance with the law on securities and
stock exchange, regulations of the Stock Exchange of Thailand or any law that relates to the business operation of the

Company;

4. Consider the selection and the proposal to appoint auditors of the Company; consider the remuneration
of such auditors based on the independence, reliability, the sufficiency of resources, the amount of Audit works required
for such Audit company and the experience of the person assigned to carry out the Audit of the Company’s account,

as well as to attend a non-management meeting with an auditor at least once a year;

5. Consider the connected transactions and/or the acquisition or disposal of securities of the Company to
ensure that the Company complies with all related rules such as SET’s regulations and that entering of such transaction
is reasonable and for the highest benefit of the Company, and the disclosure of the Company’s information in case

there could possibly be a conflict of interests in the connected transactions is correct and complete;
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6. Perform any other acts as assigned by the Board of Directors and/or as deemed appropriate by the
Audit Committee such as to review the policy of financial management and risk management, to review the compliance
with the business ethics of executives, collaborate with executives of the Company in reviewing any important reports

to be disclosed to the public as required by the law, for example the reports and analyses of management, etc.;

7/ Prepare reports on the activities of the Audit Committee and disclose such reports in the annual report
of the Company. The reports to be signed by the Chairman of the Audit Committee shall contain the following

information:

- Opinion on the accuracy, completeness and reliability of the preparation process and the disclosure
of information in the financial reports of the Company;

- Opinion on the sufficiency of the internal control system of the Company;

- Reasons to support the qualifications of the auditors of the Company for being appointed for another
term;

- Opinion on the compliance with the law on securities and the stock exchange, regulations of the Stock
Exchange of Thailand or any other laws relating to the business of the Company;

- Opinion on Company’s transactions that may lead to conflicts of interests;

- Number of the Audit Committee meetings and attendance of such meetings by each committee
member;

- Opinion or overview comment received by the Audit Committee from its performance of duties in
accordance with the charter; and

- Any other reports deemed necessary for shareholders and general investors within the scope of duties
and responsibilities as assigned by the Board of Directors of the Company and/or with the aim of complying with the

law.
8. Assess the performance of the Audit Committee;

9. In its performance of duties, if it is found or suspected that there is a transaction or any of the following
acts which may materially affect the Company’s financial condition and operating results, the Audit Committee shall

report it to the board of directors for rectification within the period of time that the Audit Committee thinks fit:

- A transaction which causes a conflict of interest;
- Any fraud, irregularity, or material defect in an internal control system; or
- An infringement of the law on securities and exchange, the Exchange’s regulations, or any law relating

to the Company’s business.

If the Company’s board of directors or management fails to make a rectification within the period of
time under the first paragraph, any Audit Committee Member may report on the transaction or act under the first

paragraph to the Office of the Securities and Exchange Commission or the Exchange; and

10. Perform any other acts to comply with the requirements under the provisions of the law on securities

and/or regulations of the Stock Exchange of Thailand.

Scope of Power and Duties of Remuneration Committee

Consider and propose to the Board of directors all appropriate remuneration for Board of directors and
management of the Company in money form and other benefits by taking into account all necessity and other benefits

which the Company will get from managing, returns and valuable staff maintaining.
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Scope of Power and Duties of Real Estate Committee

1. To review and make recommendations to the Board in relation to new real estate and site locations of
the Company and to determine terms and conditions, costs and expenditures of the real estate and site locations of

the Company; and

2 To consider and approve entering into agreement(s) and/or transaction(s) between the Company and
other person(s) in relation to real estate and site locations for use by the Company in its business operations e.g.
renting or using an estate as a fitness centre of the Company, including renewing, terminating and doing or acting any
acts related thereto, which must be subject to the conditions that the said agreement(s) and/or transaction(s) must

be unanimously approved by all members of the Real Estate Committee; and
3. However if

(a) The Real Estate Committee cannot pass a unanimous resolution, or

(b) The agreement(s) and/or transaction(s) is related to the connected transactions, the acquisition or
disposal of important assets of the Company, or

(c) The agreement(s) and/or transactions(s) in which the Real Estate Committee and/or any member
of the Real Estate Committee or shareholders or persons who has a conflict of interest in any other manner may enter
into with the Company, or

(d) The agreement(s) and/or transaction(s) is subject to the requirement of Board of Directors’ approval
and/or Shareholders’ approval pursuant to the relevant laws, e.g. Public Company Act and Securities and Exchange Act,
including any other regulations and notifications issued by the government authorities, e.g. Stock Exchange of Thailand,
Office of Securities Exchange Commission, and etc., that agreement(s) and/or transaction(s) must be proposed to the
Audit Committee’s meeting and/or Board of Directors’ meeting and/or Shareholders’ meeting of the Company for further

consideration and approval ( as requested by that law, regulation or notification).

Scope of Power and Duties of Chief Executive Officer
1. To administer and oversee the operation of general administrative works of the Company;
2. To carry out any work assigned by the Board of Directors of the Company;

3. To have the power to hire, appoint, transfer, discharge, terminate, determine remuneration and commission
for, and consider the increase in salary, remuneration and bonus of all employees of the Company at the level lower

than executives;

4. To have the power to approve debt-related transactions such as loan etc., each having the amount of

not exceeding Baht 10 million or equivalent;

5. To have the power to approve and sub-delegate in order to approve investment transactions such as
investment sale-purchase activities, or procurement of properties and services for the benefit of the Company, including
the power to approve any financial transactions of the Company each having the amount of not exceeding Baht 10

million;

6. To have the power to issue orders, regulations, announcements, memorandums to ensure compliance

with the policy and interests of the Company and to maintain working disciplines within the organisation;

7. To have the power to act and represent the Company in contact with third parties in the businesses

that are related and beneficial to the Company;
8. To approve the appointment of advisors as may be necessary for the business operation of the Company;

9. To carry out other duties as from time to time may be assigned by the Board of Directors of the

Company.
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The Chief Executive Officer, however, shall have no power to carry out any business in or related to:

e Connected transactions;

e  Acquisition or disposal of important assets of the Company and/or;

e Any transactions in which the Chief Executive Officer or persons having possible conflict, or persons

having conflict of interest in any other manner may enter into with the Company and subsidiaries (if any).

In such case, the transactions shall be proposed to the Audit Committee and/or the Board of Directors of

the Company (as the case may be) for approval.

Scope of Power and Duties of the Company’s Secretary

—_

To administer the Board of Directors’ activities such as the Board’s meeting.

2. To Advise the Board on relevant rules, regulations and laws governing the performing of its duties.

3. To coordinate with concerned parties in performing according to the Board’s resolutions.

4. To monitor the performance according to the Board’s resolutions to ensure that Board’s resolutions are
complied.

5. To prepare the correct and complete Minutes of the Board’s meeting

6. To keep records of the Minutes of the Board’s meeting and relevant documents.

Nomination of Directors

The nomination of directors of the Company is not made by the nomination committee but it is the duty
and responsibility of the Board of Directors who shall consider and select directors according to the qualification criterion
under Section 68 of the Public Companies Limited Act, B.E. 2535 (1992) and under relevant notifications of the
Securities and Exchange Commission such as position held in other companies. Moreover, the directors shall be
nominated from qualified persons who have different backgrounds and expertise including professionals in fitness
business. Each will advantage the Company’s operations by giving advice and opinions as a person who has direct
experience, leadership, wide vision, morals and ethics as well as transparent backgrounds and ability to express opinions
independently. After the selection by the Board of Directors, the list of nominees shall be proposed to the shareholders

meeting for consideration and appointment.

Board of Directors will consider the election of Company’s directors at the Shareholders’ Meeting in compliance

with the following criteria and methods:

(a) One share shall confer upon the holder one (1) vote. ;

(b) A shareholder shall vote to elect director individually; and

(c) After the vote, the candidates shall be ranked in order descending from the highest number of votes
received to the lowest, and shall be appointed as directors in that order until all of the director positions are filled
Where the votes cast for candidates in descending order are tied, which would otherwise cause the number of directors

to be exceeded, the remaining appointments shall be made by the casting vote of the Chairman.

At every Annual General Meeting, one-third of the Directors shall vacate the office. In case where the
number of vacating Directors cannot properly reach the proportion of one-third, the Directors shall then vacate the office
in a number that is as close to one-third as possible. The directors retiring from office in the first and second year
after registration of the Company shall be selected by drawing lots. In subsequent year, the director who have held

office longest shall retire. Retired directors may be re-elected.

In case of vacancy in the board of directors for reasons other than the expiration of directors’ term of office,
the board of directors shall elect a person who has the qualifications and possesses no prohibited characteristics under
Section 68 of the Public Company Limited B.E. 2535 as the substitute director at the next board of directors’ meeting,
unless the remaining term of office of the said director is less than 2 months. The substitute director under the above
shall hold office only for the remaining term of office of the director whom he/she replace and shall receive the approval

from the board of directors’ resolution by a vote not less than three quarters of the number of directors remaining.
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Definition of “Independent Director”

“Independent Director” means a person who has no relevance towards the Company’s management and/or
the Company’s business operations, and is independent from the Company’s major shareholders and executives including
close relatives of such persons, as well as is able to express opinions independently taking into account the benefits

of the Company and the shareholders.

Qualifications of Independent Director

1. Not possessing prohibited qualifications prescribed by relevant rules, regulations and laws;
Being selected by the Board of Directors and approved by the shareholders;

Having knowledge and ability useful for the business operations of the Company;

P w N

Holding shares in the Company, whether by himself/herself or via related persons not exceeding 1% of the

total number of shares with voting right;

5. Having no relevance towards the business operations of the Company as business partner, creditor, supplier,
and etc., which may cause a conflict of interest;

6. Not being the Company’s executive, employee or relative of major shareholders and/or executive, which may
cause a conflict of interest;

7. Having no benefit from the Company as auditor, financial advisor or legal advisor;

8. An independent director must report the Board of Directors without delay if there is any incident which may

cause him/her to lack any qualifications of independent director.

Remuneration

Remuneration Policy: The Board of Director has assigned the Remuneration Committee to consider the
appropriateness of remuneration of directors and management. The Company has clear remuneration policy. Remuneration
is appropriate with scope of work, duties, and responsibilities of each director and has been compared with the
remuneration of the other listed companies, which have similarity in size or nature of business. Remuneration of
management is appropriate with their scope of work, duties, and responsibilities. Directors who have additional duties

and responsibilities will have additional remuneration.

Remuneration for Directors

Remunerations for the Board of Directors were THB 500,000 and THB 1,500,000 as of 31 December 2011
and 31 December 2010 respectively. The said remunerations include annual remuneration and meeting allowances as

detailed below:

Remuneration (Baht/Person)
Board of Directors and
Position 201 2010
sub-Committees Annual Meeting Annual Meeting

Fee Fee Fee Fee ”
. 4
Board of Directors Chairman Nil Nil 83100 | 27,000 i
(Comprised of 1 Chairman and &
[8)
6 directors) Director 20,000 | 10,000* | 83,100 27,000 ®
L
; ; z
Audit Committee Chairman of Audit Committee 100,000 Nil 97,200 Nil =
(Comprised of 1 Chairman and -~
2 members) Member of Audit committee 90,000 Nil 81,000 Nil %
]
. . o
Remuneration Committee Chairman of Remuneration Committee 10,000 Nil 68,400 Nil z
(Comprised of 1 Chairman and g
2 members) Member of Remuneration Committee 5,000 Nil 55,800 Nil &
'_

Real Estate Committee Chairman of Real Estate Committee 10,000 Nil 68,400 Nil

(Comprised of 1 Chairman and
2 members) Member of Real Estate Committee 5,000 Nil 55,800 Nil
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Note: The Shareholders’ meeting No. 1/2011 on 22 April 2011 resolved that remuneration for directors for year 2011
be set at not exceeding Baht 500,000 per year and the Remuneration Committee is authorized to determine the amount
to be distributed to each director.

*The annual meeting fee is determined by the attendance of the directors at the annual Shareholders’ meeting

of the following year.

Remuneration for Management

As of 31 December 2011, the remuneration of Executives was THB 20.57 million. As of 31 December 2010,

the remuneration of Executives was THB 26.50 million. The said remuneration includes salary, bonus and other benefits.

Corporate Governance

The Board of Directors policy is to comply with the Code of Best Practice for Directors of Listed Company
in accordance with the guidelines laid down by the Securities Exchange of Thailand whereby at the Board of Directors’

Meeting No. 11/2004, held on 12 October 2004 established the following corporate governance policy:

1. To provide fair and equitable treatment to all shareholders;

2. To impose the structures of the Board of Directors and committees divided by their duties and
responsibilities whereby apart from the Board of Directors, other committees may be set up and the roles, duties and
responsibilities of each committee shall be clearly defined;

3. To carry on business in a transparent manner and attach great importance to clear, sufficient and timely
information disclosure;

4. To carry on business with care, especially for risks, whereby there shall be risk assessment and remedial
strategy, and risk management shall be regularly monitored;

5. To make the executives and employees well aware of good morals in performing their duties.

The Company realizes the importance of the principles of Good Corporate Governance. The Company has
formulated it in the Code of Business Ethics and Conduct. The Company believes that the Code of Business Ethics
and Conduct will help promote and support the reliability of the Company’s operations to the public especially to the
stakeholders. The Company has the policy to encourage and drive the employees at all levels as directors, executives,
and employees to realize and practice the Business Ethics at work and has published Code of Business Ethics and
Conduct Manual and announced to the employees at all levels to strictly comply. The Company’s Code of Business

Ethics and Conduct covers the following principles:

1. Statement of Purpose
. Basic Principles
. Conflicts of Interest
. Business Gifts and Entertainment

. Fraud and Accuracy of Records

2
3
4
5
6. Confidential and Proprietary Information
7. Commercial Transactions

8. Public Statements, Community Relations, and Government Inquires
9

. Conduct Toward Employees

Apart from the policy on corporate governance and Code of Business Ethics and Conduct stated above, the
Board of Directors also attaches great importance to the compliance with the principles of good corporate governance
and the Code of Best Practice for Directors of Listed Company in accordance with the guidelines laid down by the
Securities Exchange of Thailand and the Office of the Securities and Exchange Commission. The Company has complied
with the principles of good corporate governance in accordance with the codes on good corporate governance of the

Securities Exchange of Thailand, contents of which are divided into 5 chapters as follows:
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Chapter 1: Rights of Shareholders

According to the policy formulated by the Board of Directors, the Company shall comply with the principles
of good corporate governance, covering the following principles:

- Rights and equality of shareholders and interested parties;

- The Board of Directors aims to increase the value for the Company whereby the Company shall manage
the business with care and always take risks into account for maximum benefit of the shareholders.

- Carrying on business in a transparent manner and full disclosure of information;

- Carrying on business taking into account business ethics.

The Company realizes and attaches importance to the rights of shareholders and attempts to maintain the

rights of the Company’s shareholders. In this regard, the shareholders have the following statutory rights:

1. The rights to vote and give opinions
The shareholders have the rights to vote and give opinions equitably as stated in the Articles of

Association of the Company whereby one share shall have one vote.

2. The right to be informed of the results of the Company’s operations
he shareholders have the right to be informed of the results of the Company’s operations, especially
annual operation results, whereby the Company has prepared a clear and complete document on explanation for annual

operation results covering substantial information regarding past performance of the Company.

3. The rights to consider and approve the Company’s financial statements
The shareholders have the right to consider and approve the Company’s financial statements whereby
the Company has prepared accurate, complete and reliable financial statements covering substantial information in
accordance with generally accepted accounting standards and have independent auditor audit the Company’s financial

statements and express opinions thereon.

4. The right to receive dividends from the Company’s operations
The shareholders have the rights to consider and approve dividend payment of the Company whereby
the Company has prepared clear and accurate details of dividend calculation covering substantial information useful for
the consideration by the shareholders, such as policy on dividend payment, information on a comparison between actual
dividend payment and dividend policy, information on a comparison with dividend payments for previous years. In this
regard, the Company shall explain reasons and necessities in case the Company is unable to make dividend payment
according to the dividend payment policy announced before. The dividend payment proposed to shareholders for approval

is carefully considered and resolved by the Board of Directors

5. The rights to consider and appoint each director of the Company

The shareholders have the rights to consider and appoint each director of the Company whereby the
Company has used voting cards for individual directors’ election, prepared clear and accurate details and backgrounds
of each nominee covering substantial information useful for the consideration by the shareholders, such as age, name,
education, work experience, number of years in the position and past performance (in case of re-election) and category
of director, criterion and procedures for selection, shareholding in the Company, positions held in other companies
whether related or not related to the business operations of the Company. In this regard, the term “independent
director” has been defined on the subject of selection of independent director. The nominated director is carefully

considered and resolved by the Board of Directors prior to propose to the Company’s shareholders for approval.

6. The rights to consider and approve remuneration of the Company’s directors
The shareholders have the rights to consider and approve remuneration of the Company’s directors
whereby the Company has prepared clear and accurate details of remuneration of the Company’s directors covering

substantial information useful for the consideration by the shareholders, such as remuneration policy, elements of
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remuneration and non-monetary benefits (if any) segregate by position, duty and responsibility of director, comparison
with remuneration in previous years, procedures for offering remuneration, etc. The director's remunerations are carefully
considered by the Remuneration Committee and resolved by the Board of Directors prior to propose to the Company’s

shareholders for approval.

7. The rights to appoint auditor and approve audit fee

The shareholders have the rights to consider and appoint an auditor as well as approve audit fee
whereby the Company has prepared clear and accurate details covering substantial information useful for the consideration
by the shareholders, such as auditor’s name, audit office to which he/she has attached, independency of such auditor,
number of years of his/her performance as an auditor for the Company, remuneration of auditor clearly divided between
audit fee and other service charges (if any) and comparison with audit fee of previous year, etc. Auditor and audit fee
are carefully considered based on their knowledge, competency, experience, performance including of scope and quantity
of work and resolved by the Audit Committee and the Board of Director prior to propose to the Company’s shareholders

for approval.

8. The rights to consider and approve connected transactions
To protect the shareholders’ benefits, the shareholders have the rights to consider and approve any
connected transaction with substantial value whereby in entering into a connected transaction, the Company shall take
into account maximum benefits of the Company and the shareholders and such transaction shall be considered by the
Audit Committee which entirely consists of independent directors. Steps in approving connected transactions have

been explained on the topic of “Steps in approving connected transactions” in this annual report.

Chapter 2: Equitable Treatment to All Shareholders

The Company realizes and places importance to fair and equitable treatment to all shareholders. All shareholders
of the Company, who are executives and non-executives, as well as foreign shareholders and minor shareholders, shall

be equitably treated in accordance with the following details:

1. Support for Access to the Company’s Information
The Company disseminates the Company’s information and news via the Company’s website at
www.californiawowx.com in both Thai and English versions in order that all shareholders shall equitably acknowledge
the Company’s up-to-date information. Details of the information disseminated via the Company’s website have been

described in Chapter 4: Information Disclosure and Transparency.

2. Holding of Shareholders Meeting

In the year 2010 and 2011, the Company held the Annual General Shareholders’ meeting No. 1/2010 and
1/2011 on 8 April 2010 and 22 April 2011 respectively at the Crowne Plaza Bangkok Lumpini Park Hotel, Bangrak as
business centre of Bangkok to facilitate shareholders who attend the AGM. It is the intention of the Company on
equitable treatment to all shareholders of the Company. The Chairman of the Board of Directors, the Chairman of each
sub committee, Company’s directors including audit committee members and other sub committee members, Chief
Executive Officer, and financial executive as well as auditors committed to attend all company’s meetings, except in
case of engagement in other important matters. The Company’s directors including audit committee and other sub
committee members as well as Chief Executive Officer and financial executive realize the importance of attending the
Shareholders’ meetings and intend to attend every Shareholder’'s meeting. The Processes of the Shareholders’ meeting

are as follows:

Proceedings prior to a meeting of shareholders: In holding a meeting of shareholders, the Company shall
take into account the convenience of each shareholder in attending the meeting by fixing a normal working date and
time for the meeting and choosing the place of the meeting at a business centre, provide minority shareholders the
opportunity to propose issues as meeting agenda including qualified candidates for directorship under criterias and

procedures defined by the Board of Director as SET's guidelines re “Best practices guidelines on ensuring that minority
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shareholders have the right to propose AGM agenda items in advance” and also disclosed in the Company’s website
such as minimum of shareholding of 1,000,000 shares or 0.18% either a single shareholder or several shareholders
combined and held those shares, details of proposal of agenda item, accepted or unaccepted agenda item, channel of
proposal of agenda item such as sending the letter to the Board through secretary of the Company, period of proposal,
inform the results of consideration to the shareholders’ meeting. The Company sends at least 14 days notice of the
shareholders meeting together with supporting documents such as detailed information for each agenda, annual report,
location map, proxy form, relevant rules and regulations i.e. procedure for attending the meeting. Such notice of the
shareholders meeting and the related documents are also disclosed in the Company’s website as another communication
channel to enable the shareholders to access to the necessary information on a timely manner in order to facilitate the
shareholders’ attending the meeting to have sufficient time and information for study and preparing for the meeting.
The notice of the meeting of shareholders shall comprise agenda of the meeting which is important and useful for the
shareholders, together with explanation for reasons and necessities and the Board of Directors’ opinions on each agenda.
For the shareholders who cannot attend the meeting by themselves, the Company allows such shareholders to exercise
their rights by appointing proxy according to the form which they are able to specify their votes and procedures for
appointing proxy enclosed to the notice of the meeting of shareholders whereby the Company has its independent
directors act as proxy. Details/backgrounds of the independent directors have been described in the notice of the

meeting of shareholders.

Proceedings during the meeting of shareholders: The Company has staff provide services and
accommodations to the shareholders in registering and provides sufficient time for their registering as well as prepares
duty stamps for the shareholders’ proxy. In addition, the Company has appointed legal consultants to inspect the
vote-counting procedure and conduct the meeting in compliance with related laws and regulations including articles of

association.

Before the beginning of the meeting of shareholders, the Company Secretary informs the shareholders of
the number/proportion of shareholders present at the meeting and the number/proportion of shareholders appointing
proxy as well as the procedures for voting for a proper understanding by the shareholders present. The meeting of
shareholders shall be conducted in order of the agenda indicated in the notice of the meeting with no other business
in addition to those specified in the notice of the meeting. During the meeting, the shareholders present shall be
encouraged to exercise their rights in questioning the Board of Directors about the matters discussed at the meeting
including other matters relating to the Company’s operations. Shareholders who arrive late can participate in the meeting

for remaining agendas, as well as give suggestions or opinions useful for the Company’s management.

Moreover, the Company tries to improve the registration system of shareholders’ meeting to be efficient
and effective. Reference to the Annual General Shareholders’ meeting no. 1/2011 held on April 22, 2011, the Company
used the system of registration and vote counting (Barcode System) to ensure that the registration and vote counting

are accurate, quick, and reliable. The Company intends to use such system in next shareholders meeting.

Proceeding after the meeting of shareholders: The Company prepares accurate and complete minutes
of the shareholders meeting covering important information such as directors present or absent at the meeting, voting
and counting procedures, voting results for each agenda and including enquiries and explanations during the shareholders
meeting to enable the shareholders to review the matters. The minutes of the Shareholders’ meeting will be submitted
to SET within 14 days after the meeting and also be disclosed in the Company’s website to enable the shareholders

to access to the information in a timely basis

3. Entering into Connected Transactions
The Board of Directors realizes the importance of the entering into connected transactions. The Company
shall enter into connected transactions, taking into account maximum benefits of the Company and the shareholders in
accordance with general price conditions and business competitions whereby the prices and business conditions shall
be on the Arms-Length Basis. The connected transactions of the Company must be considered by the Audit Committee
entirely comprising of independent directors. Steps in approving connected transactions have been described on the

topic of “Steps in Approving Connected Transactions” in this annual report.
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In addition, the internal audit department shall contain the subject of “Examination of the Compliance
with the Criterion for Entering into Connected Transactions” in the annual audit plan. For the year 2011, the internal
audit department has examined the connected transactions in accordance with the Notification of the Securities and
Exchange Commission re “Disclosure and Procedures of Listed Companies for Connected Transactions (Volume. 2),
2004” and has reported the examination results to the Audit Committee at the meeting of the Audit Committee No.
1/2012, held on February 24, 2012. According to the examination results, the Company has correctly and completely
complied with the said Notification. Details of the connected transactions of the Company have been described on

the topic of “Connected Transactions” in this annual report.

4. Usage of the Company’s Inside Information
The Board of Directors realizes the importance of usage of the Company’s inside information for personal
purposes. Therefore, the Company has the written policy to keep inside information in secret among related persons
only as well as impose severe penalties for the person who uses the Company’s inside information, details of which

are as follows:

Regulations on Usage of the Company’s Inside Information

1. The Company’s directors, committee members, executives, staff and employees shall protect the confidentiality
and/or inside information of the Company.

2. The Company’s directors, committee members, executives, staff and employees shall not disclose or seek
benefit from the confidentiality and/or inside information of the Company for their own benefit or for any other person’s
benefit, whether directly or indirectly, with or without remuneration.

3. The Company’s directors, committee members, executives, staff and employees shall not sell, purchase,
transfer or accept transfer of the Company’s securities by using the confidentiality and/or inside information of the
Company and/or enter into any other juristic acts by using the confidentiality and/or inside information of the Company,
which may cause damage to the Company, whether directly or indirectly. These regulations shall cover spouses and
minor children of the Company’s directors, committee members, executives, staff and employees. Any person who

violates these regulations shall be deemed committed serious offence.

In addition, all directors, committee members and executives have signed to acknowledge responsibilities and
duties in reporting the securities holding in the Company by themselves including by their spouses and minor children,
as well as reporting changes in their securities holding to the Office of the SEC and the SET according to Section 59
and penalty provisions under Section 275 of the Securities and Exchange Act, B.E. 2535 (1992).

All directors, committee members and executives have the duty to report the securities holding by themselves

and by their spouses and minor children to the Office of the SEC and the SET as follows:

1. Report on initial securities holding (Form 59-1) within 30 days from the closing date of the public offering
or the date of being appointed as director, committee member or executive.

2. Report on change in securities holding (Form 59-2) upon every purchase, sale, transfer or acceptance of
transfer of securities within 3 days from the date on which the transaction takes place as well as submission of a copy

of this report to the executive committee of the Company to be kept as evidence.

Chapter 3: Roles of Stakeholders

The Company places importance to the rights and equitable treatment to stakeholders who have relevance to
the Company’s operations whereby the Board of Directors realizes the rights of the stakeholders and treats them in

accordance with the rights, conditions, provisions of laws and regulations details of which are as follows:

Shareholders: The Company realizes the importance of shareholders whether majority/minority shareholders
or Thai/non-Thai shareholders as owners of the Company. The Company has performed by taking into account the
maximum benefit of shareholders as described on the topic of “Rights of Shareholders and Equitable Treatment to all

Shareholders” in this report.
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Executives: The Company realizes the importance of the executives who play the important roles in
formulating strategies and operation plans as well as supervising the Company’s business operations to be in line with
the business scope, direction and target set by the Board of Directors so the Company offer the executives proper
and fair remuneration comparable to the average of other listed companies in the same industrial and also offer ESOP
as consideration and incentive to encourage the executives to dedicate to management of the Company to achieve the

business targets.

Staff: The Company realizes the importance of the staff as supporters who enable the Company’s

work plans to achieve the business targets so the Company fairly and equitably treats the Company’s staff as follows:

- Pleasant working environment: The Company provides an orientation course for new staff in
order to orient their attitude and vision to the organization’s culture and vision as well as to give opportunity to the
staff in every level to freely express their opinions useful for development of working systems within a proper limit.

- Continuous development of the Company’s personnel: It is the policy of the Company to prepare
definite personnel development plans as the Company realizes that quality personnel will be a strong drive for the
organization’s success. Thus, for efficient and effective operations, the Company has the policy to encourage continuous
development of staff in every level from staff level thru executive level to have knowledge and ability in both theories
and practices in order that the staff shall have skills to perform works efficiently and effectively. The Company has
training unit which shall assist the development of specific knowledge and skills using advice from experienced personnel
of each line, and moreover, the Company encourages the personnel to regularly join related training courses or seminars
inside and outside the office.

- Fair and proper remuneration: The Company offers fair and proper remuneration to staff in every
level taking into account their knowledge, ability and scope of duties and responsibilities, and properly increases the
remuneration taking into account their performance assessed by the Company and the results of the Company’s operation
on a yearly basis.

- Opportunities for career progression: The Company has definite work plans and position to ensure
that the Company’s staff will be fairly and equitably promoted whereby the promotion shall be made taking into account
their performance assessed by the Company on a yearly basis.

- Staff welfare: The Company has a clear policy on staff welfares including life insurance, health
insurance including dental treatment fee, entitlement to membership (for free) and usage of fitness services in every

fitness center of the Company as well as fairly fixes specific dates and hours for work and for holiday.

Members: As the Company realizes the importance of the Company’s members, the service charges
and conditions have been fairly and properly imposed in line with the service potential of the Company. Moreover, the
Company has imposed measures for taking care of the Company’s members consecutively for maximum benefit of the

members as follows:

- Service provision by quality personnel: The Company gives importance to the Company’s personnel
development according to the details mentioned above, including the personnel who provide services in the fitness
centers of the Company such as front officers, sales officers, trainers and etc. These personnel have passed strict
selection systems and training courses of the Company in order that the Company’s member shall receive good and
standard services as expected by the Company. The Company’s members may ask for practical advice from the
Company’s experts about doing exercise and using exercise equipment at all times without any charge, as well as ask
for additional information regarding health such as nutrition, and etc.

- Provision of modern, high-quality and safe exercise equipment: The Company gives importance
to exercise equipment as the Company is of the view that modern, high-quality and safe exercise equipment will
stimulate the members to enjoy exercising and will help reduce risk of being injured from exercise. The Company has
clear practices in provision of exercise equipment whereby the exercise equipment have been carefully selected and
tested by experts before installation at the Company’s fitness centers. In addition, the Company has the system for
checking exercise equipment efficiency operated by trainers who have long experience with those exercise equipment

and a warning sign shall be placed without delay if any exercise equipment is found defected.
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- Security systems in the Company’s fitness centers: The Company has a working unit directly
responsible for operating security systems in the Company’s fitness centers. Before opening, related officers shall check
the readiness of the fitness centers including security systems such as CCTV.

- Measures for taking care of the members’ properties and valuables: The Company has provided
officers directly responsible for taking care of the members’ properties and valuables kept in lockers while the members
are exercising. The said officers shall perform duties by walking around checking the condition of lockers. If any
locker is found unlocked and there is a risk that the member’s properties or valuables will be lost or stolen, the officers
shall collect and keep such properties and valuables in order to return them to the member after he/she finishes
exercising.

- Working unit for providing accommodations and accepting complaints: The Company has set up
the Customer Service Department with duties to provide information concerning the Company’s services, to accommodate
the members as may be requested by the members as well as to accept complaints from the members via WOW
Member Service Center, gather the complaints from the members and prepare a report to related person for handling
in accordance with the rules and regulations of the Company and finally inform such members who submit the complaints
of the results of action taken by the Company and also use the complaints to improve the service systems of the
Company.

-  Compensation measures to members for violations of law by the Company: As mentioned above,
the Company has set up the Customer Service Department, to accommodate the members as may be requested as
well as to accept complaints from the members. Thus, in case of member’'s complaints regarding the violations of law
by the Company’s Officer such as by sales staff, the Company has imposed the compensation measures to treat the
members fairly. Details and/or conditions of the compensation depend on facts and discussions between the member

or his/her representative and the Company on case by case basis.

Creditors: The Company realizes the roles and importance of the creditors as financial supporters of
the Company so the Company strictly complies with the borrowing conditions agreed upon between the creditors and
the Company, for example, using the loans in accordance with stated objectives and repaying principal and interest by

instalment as well as complying with other financial conditions (if any).

Suppliers: The Company realizes the importance of the Company’s suppliers in supporting and pushing
the business of the Company to run smoothly, therefore, the Company treats its suppliers fairly and in accordance with

trading conditions agreed upon.

Competitors: The Company carries on the business by sticking to fair competition covenants, placing
emphasis on development of business competition potential and service quality, and has no policy to harm the competitors

with condemnation or any dishonest act.

Business Partners: The Company realizes the importance of business partners of the Company in
assisting, supporting and pushing the Company’s business to grow and achieve the business target aimed for. Thus,
the Company treats the business partners by taking into account fair benefits of both parties and complying with

business agreements made together.

Society and Community: The Company realizes and sees the importance of good health of the people in
society/community. The Company is of the view that when the people in society/community have good physical health,
their mental health will be better. Once the people in society/community have good physical and mental health, they
will be quality persons. As a result, the crime/drug problems will be reduced. That indirectly assists the development
of the nation. Therefore, the Company has established clear policy to push and encourage everyone in society/community
to pay attention to and take care of health by exercise whereby the Company has fixed fair price at proper rate to
encourage the people in society/community to use fitness centers of the Company to exercise as well as provide
knowledge and information on health and exercise via the Company’s media such as website and etc. It can be seen
that the Company’s members consist of people of every gender and every age, including students, working men/women
and elders, which reflect the Company’s intention to implement the said policy. In addition, the Company places

importance on assistance for society/community in various occasions such as donations to help victims, etc.

o
4
L
'_
Z
L
O
[%)]
o)
L
Z
E=
TN
o
z
%
@)
—
x
(e}
=
L
T
'_




o
4
L
'_
Z
L
o
[%)]
o
L
Z
E=
TN
e}
z
€
a
—
x
(e}
=
L
T
'_

AuFIINADY: \HBIINNANEULN1TYITNoULINITRILTENY dusesdadsunasneliaundnnuieeniiasd
ANNANayniun1seanindINMedIenazneliiinuafismadsssuniuginededld wu gamauluuinalndidseiy
aouAauaeIniEny udu vsEny Jslanmuauloviguazinasigunsufifnundanudaaulasiviisauniung

] '
a a 2 |

suidoy TetiAULAZNYNANEIANEITRY BU WAL, a15190ge DuduNelinanuiaua vesusEnyEanaiduunuIng
UfoRetansinsa wonanil viEny gilalianudifyiudsnadendugmoiruiu wunsliausandelunisme
Uszndanasaului mssaadumsldtegidssndn uazn1sduasunissnguynsiuaniunesniaonisvesussny Judu

ﬁmwu’uzmumﬂ{gua:wubymuﬁvn”v@;;aﬁu6717')'45"5/91790: 3 aszwinidusgnaffaunum winfiuazanuiy
Anreurasmisnumasguazmhsnuinfuguafiidenisanfuanuesishy U3 fianudslanazlimiusaniielu
maUfifemung sufey detldy samingranassgiifedasiumssiiunuenteny Miiedunsudamnsg
Tasmhsrumain uananiiusEnudiiasiheasaseumeluiiaeudunisseumunsufifemung sudey 4o
98y savanguanasn 9 Aifeatesiuniseniiunueesnisng uazssnunansseuudanmznIIuNITATAgeLLiy
Uszdmnd

nuaan 4 madawedayauazanulusila

a o

3y lalimnudndniuinamunnnguegiaviniieuni ldiaaduinamusedes dtnamuaniu indnssi
RANNTWE Qév"mmiﬂamuﬂ?ﬂuuaxmoUixmﬁ Imﬂiﬁﬁmﬁzmmunﬁﬂamuﬁuﬁuﬁ‘ (Investor Relations) taidusaunulunis
L"TJ@Lma*ﬁmdau,a:mimuamiaumﬂﬁmuﬁm \FoReld uaziunan  Bnne USHNY ladndadayasg 9 laudandu wms
Ruselesing doyan1an1sdu wan1sdiiiunuresisn s1e9ussind wazsreauan 9 lusinaandnningus

Uszimdalngagissieiiies 9I0N9 IHBUNTTaYAMAMIUNIG website 2BILTENY 71 www.califoniawowx.com Bnsiae

Website 209038 faidugemadanlumsatvayuuazdiasun1sdnnunaidoyareIgneiunaonugiaiy
Iadedne 9 2eusny Tadsvylddnnaunslugduuunminsuaznmssings Tuamsesinamuanwus (Investor
Relations)azysznevlysedeyaniduls:lasideamm wu

doyauune: Usznaudmeanudumngeisng a1duanyszsunssnns G989ANs AMINTINNITUIEN Al
NITUNITUINIT UAZNITANLGUATANITVDILTENY TITINTOYANLNLINUNMTAINUAUANINITNATDIVTENY 131 uleuiens

Afuguatiansfia wan1suufeuulousdina 23581u55UNn19gsna ulsusuasvanujifdedteuuazdiaulaide

o
o |

MR 11U a3NTn FIUINFONUATTNTW/EIAN (DU

o

Toyan1MIliu: Ysenoumedoyad1Agn1an1siu wn1siu s1e9udseant deyagtiovusialvg

@

<,

wosn: ugudsinresinmansresussvnsnilamedenihsnuaegiineidss wu aaanannsnduilssnalng

FondaTu (ioNu TITINNINITNBUNSIBNAISANIINEITRINUNTUTEgNdTodl [runaninuMsiLaIBnMsLazLuUNasH
dwaalomalidfeuaisnsniauensznistssgnasninavsunmsssguaiydssantdteiu wilidedylszaudteiu
WAZLENATUULANINNTRI T1891UN1TUTETUE DD

nsseunndegatinamu: unsialenialignaulaaunsoadasaundniiesuinaisanlulfnidinaann
3y uazdeyaveshernamudnnusineliinamuldaunsofanedeasiudednamudnnisvesuisnyle

amiluan: ielignaulaaiunsaaiiluansienudseind sunsiu deyamstiiauezesuisnyle

Tuguanuinamudnnusiy vsenglanuuayaaagiiusmunusesudsnaienminnsuiaseunuauinamu

v o o o
WU AenpazidenselUi
< o e . v oa . d
b funse doayadusufindafoas
wening nauynIs HIAN1sHeNsduLas 3 WosInsAn: 02-632-1255

GIGE natk@californiawowx.com



Environment: Due to the nature of the Company’s business, it is necessary to have music to allow
members to have enjoyable workouts. The music may create noise pollution disturbing the community nearby the fitness
clubs. The Company has implemented a clear and appropriate policy and working procedure following the relevant laws
and regulations such as Public Health Acts in order for all Company’s club staff to strictly comply with. In addition,
the Company also emphasizes on other environment preservation such as savings on electricity and water, the promotion

of non-smoking in the Company’s fitness clubs.

Government Authorities and Other Relevant Authorities: The Company realizes the roles, duties and
responsibilities of government authorities and other authorities towards the Company’s operations. The Company intends
to give cooperation in complying with the rules, regulations and laws related to the Company’s operations in order to
relieve the burden of the authorities. The Company has established the internal audit department to be responsible for
checking the compliance with the rules, regulations and laws related to the Company’s operations and for reporting the

results thereof to the Audit Committee on a yearly basis.

Chapter 4: Information Disclosure and Transparency

The Company equitably gives importance to all groups of investors whether they are individual investors,
institutional investors, securities analysts or fund managers inside or outside the country whereby the Investor Relations
Department has been set up to be a representative in disclosing accurate, reliable and up-to-date data and information.
The Company has submitted the information in forms of quarterly financial statements, financial information, operation
results, annual reports and other reports to the Securities Exchange of Thailand as well as disseminated such information

via the Company’s website: www.californiawowx.com.

The Company’s website is an important communication channel to support the access of information useful
for the shareholders and the stakeholders of the Company. It is provided in both Thai and English. The section of

“Investor Relations” contains significant information as follows:

Corporate Information: comprises of corporate profile, milestones, message from Chairman, Corporate structure,
Board of Directors and Management and Corporate Governance including information in accordance with good corporate
governance of the Company such as policy, the result of policy implementation, business ethics, policy and criteria of

equitable treatment to shareholders and other stakeholders e.g. members, environment, and society/community.

Financial Information: comprise of financial highlights, financial report, annual report, and list of major

shareholders.

Newsroom: it is the center of the Company’s news and disclosure of information released to related organization
such as, SET, press, Shareholders including the disclosure of information relating to the shareholders meeting such as
criterias and procedures on shareholders have the right to propose AGM agenda items in advance, invitation of

shareholders meeting, and Minutes of meetings.

Investor enquiries: offers the interested person to register and get the Company’s and the Investor Relation’s

information through email automatically and to have direct communication with the Investor Relations personnel.

Download: comprises of significant information of the Company such as annual reports, financial reports, and

Company’s presentations.

The Company has set up the Investor Relations function to be responsible for investor relations. Details are

as follows:

Name Position Contact Information

Mr. Nat Klannukarn Finance and Accounting Manager Telephone number: (662) 632-1255

Email:natk@californiawowx.com
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The Company has assigned the internal audit department to assess the efficiency and effectiveness of disclosure
of both financial information and non-financial information relating to shareholders’ meeting, connected transactions
(disclosed in financial statements and annual report/56-1), website, public news etc. The internal audit department has
compliance test the Company’s disclosure under relevant rules, regulations, and laws such as AGM’s guideline, exchange
act relating to the entering of connected transaction and asset’s acquisition and disposal, manual of listed company
relating to disclosure etc. The results will reported to the Audit Committee for consideration and bring it to improve
the disclosure of the Company to conduct it in accordance with related rules, regulations, and laws and for the best

benefit of stakeholders.

The Board of Directors is responsible for preparing the “Statement of board’s responsibility concerning the
company’s financial report”, having financial statements and financial information correctly and completely prepared in
accordance with generally accepted accounting standards of Thailand and audited by independent auditor by using
proper accounting policy and regularly complying therewith, carefully exercising discretion in preparing the said statements
as well as disclosing sufficient information in the notes to financial statements. Such report has signed by Mr. George
Saab on behalf of the board and as Chief of Staff. In this regard, the Board of Directors has appointed the Audit
Committee to be responsible for the quality of the financial reports and internal audit systems. The opinions concerning

such matter have been described in the Audit Committee’s report presented in the Company’s annual report.

Chapter 5: Responsibilities of the Board of Directors

Imposition of visions and business targets: The Board of Directors has the duties and responsibility to
impose visions and targets on operations, strategies and business plans whereby they shall participate in the consideration
and decision making by using experience and expertise in business to make plans for efficient and effective operations

for maximum benefits of the Company and overall shareholders.

Controlling of the management: The Board of Directors realize the importance of controlling of the management
in supporting to carry out the balance of power in the Company’s operation and achieve above visions and targets on
operations, strategies and business plans. The Board of Directors has closely monitored management performance,
discussed with them on the Board’s meetings, assigned them to prepare and submit the Company Performance Report

to all directors on monthly basis.

Good Corporate Governance: The Board of Directors realizes the importance of the practice of good Corporate
Governance to enhance the Company’s competitiveness towards business prosperity and sustainable growth. The
Company has set the written policy for the Good Corporate Governance and supported and encouraged employees in

all level to realize its importance as details described above.

Ethics and business conduct: The Company has published the code of ethics or statement of business
conduct written manual in order that all of the directors, committee members, executives and employees shall be aware
of the performance standards set by the Company as guidelines for honest performance of everyone. For the monitoring
procedures, the Company has set up the Customer Service Department, whose duties are to provide information
concerning the Company’s services, to accommodate the members as may be requested as well as to accept complaints
from the members. Thus, in case of member’s complaints regarding the misconduct of business ethics such as by sales

counsellors, the Company has clear regulations to proceed by having Human Resources to directly handle the case.

Conflict of interests: The Board of Directors carefully, honestly and reasonably considers solving the conflict
of interest problems with good morals as well as fully discloses information for the benefits of the Company and the
shareholders. The procedure for connected transactions have been explained under the topic of “Corporate Governance:

in chapter 2 Equitable Treatment to All Shareholders” in this report.
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Responsibility for financial reports: The Board of Directors has prepared a report on the responsibility of
the Board of Director towards financial reports by presenting the said report together with the certified auditor’s report
and disclosing such report in this annual report. The Board of Directors is responsible for the financial statements and
financial information appearing in the annual report, building and maintaining of effective internal control systems, taking
care of the Company’s properties, entering into connected transactions which may lead to a conflict of interests.
Moreover, the Board of Directors must ensure that the Company has sufficient internal control systems which can

reasonably ensure the reliability of the Company’s financial statements.

Internal audit and internal control systems: The Company has established the internal audit department
to be responsible for internal audit and examination of internal control systems. The internal audit department of the

Company is an independent unit and reports directly to the Audit Committee.

Internal Control Systems: The Company aims to have workable internal control systems to achieve the

following 3 objectives:

1. To carry out work efficiently and effectively;
2. To make the Company’s financial reports accurate and reliable;

3. To conduct the Company’s operations in accordance with related rules, regulations and laws;

In order to achieve the three objectives as aforementioned, the Company uses an internal control framework
comparable to international standards, namely, the Committee of Sponsoring Organizations of the Treadway Commission

(COSO0), divided into 5 parts as follows:

1. Control Environment
The Company gives importance to control environment, starting from establishing the policy on corporate
governance in writing and making an announcement thereof to the employees in every level to realize and comply
therewith, setting in writing clear management structures and operation steps of each working system to be used as
working standards of the Company as well as setting efficient personnel management system. The Company believes

that the aforesaid measures will help ensure good control environment of the Company.

2. Risk Assessment
The Company gives importance to risk management which may affect the Company’s operations. Risk

management of the Company may be divided into 2 levels as follows:

21 Business Risk
Business risk is under joint responsibility between the Board of Directors and chief executives of
the Company whereby the Board of Directors and chief executives of the Company are well aware of business risk
and monitor risk factors which may affect the Company’s operations, and also impose measures for managing such risk

as per the details given on the topic of “Risk Factors” in this annual report.

2.2 Entity Risk
Entity risk is under joint responsibility between the internal audit department as an independent
working unit and the staff members who have sound knowledge and understanding of the working systems under their
responsibility and well understand risk factors which may affect the work under their responsibility. The internal audit
department has contained the subject of “Risk Assessment and Control Activity” in the audit plan for every year. The

assessment results shall be proposed to the Audit Committee for further consideration.
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3. Control Activity

The internal auditor of the Company studied and checked the internal control systems in all working units
of the Company, divided into 5 systems including: 1. membership system, 2. club operations system, 3. accounting
system, 4. personnel system, and 5. information technology system. The internal auditor also prepared and submitted
a report on internal control systems assessment to the Audit Committee at the meeting of the Audit Committee No.
2/2010, held on May 10, 2010 in order to have the Audit Committee consider the sufficiency of the internal control
systems of the Company. Such report consists of flow chart giving explanation on the operations in each working
system together with supporting information and indicating the internal control system for each operational process of

such working systems.

The above internal control system and flow chart have been updated at least annually and included in
the annual audit plan in order to have the updated Company’s internal control system and to enable the internal auditor
to study and understand the Company’s work flow prior to perform the work to get a more efficient and effective

results.

In addition, in order to ensure that the internal control system in each working system of the Company
has been properly and completely complied with, the internal audit department has prepared Internal Control Questionnaire
(ICQ) for use as guidelines for checking the compliance with the internal control systems of the Company. The checking

results shall be proposed to the meeting of the Audit Committee for further consideration.
4. Information Technology and Communication

The Company gives importance to the development of and security measures for information technology
system including member database system whereby the policy on information technology has been established in writing
and announced to the employees in every level for acknowledgment and compliance therewith. In addition, the Company
has opened up several communication channels inside and outside the organization. The communications inside the
organization may be made via intranet while the communications outside the organization may be made via several

channels such as website of the Company and websites of other relevant authorities such as the SET and the SEC.

For the year 2009, the Company has improved information technology system such as Booking and
Commission System to support the Company’s operation. The Booking system has passed into the last 8 systems of
MIS Asia 2009 IT Excellence Awards at Singapore on July 24, 2009 in sector of the Best Business Enabler (Private
Sector) from other countries of Asia, which reflect the Company’s intention to improve and develop information technology

system to support the Company’s operation efficiently and effectively.

For the year 2010, the Company has improved information technology system such as POS System (Point
Of Sales System) to reduce the complexity of the operation, process data, and documentary flow including of the
issuing of receipt by Receipt Machine instead to its manual issuing subject to support the Company’s operation efficiently

and effectively.

The Company believes that efficient information technology and communication systems will help gain
competitive advantages and help make right decisions in a timely manner. This will reduce risks from wrong decision

making due to the error/lack of information/communication.
5. Monitoring

In every working system of the Company, there shall be monitoring system inside because the Company
is of the view that the monitoring process will help the Company acknowledge the progress of work as well as problems
from work performance in every working unit of the Company and also enable the Company to provide right solutions
to such problems in a timely manner. Therefore, the monitoring process is an important process to help the Company

reach the targets aimed for.
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Besides, the internal audit department is an independent working unit responsible for checking whether
the operational processes meet the standards set by the Company or not and reporting the checking results to the

Audit Committee for consideration.

Internal Audit Systems: The internal audit systems of the Company may be divided into 5 steps according

to the following details:
1. Preparation of Audit Plan

The internal audit department has prepared annual audit plan for use by the internal audit department.
The annual audit plan of the internal audit department shall be jointly considered by the internal audit department
manager and the executives of the Company and be proposed to the meeting of the Audit Committee for consideration

and approval. Substantial contents contained in the annual audit plan of the internal audit department are as follows:

- Examination of connected transactions which may lead to a conflict of interests by using the notifications
of the Stock Exchange of Thailand as guidelines for checking such transactions.

- Examination of the compliance with the rules, regulations and laws related to the operations of the
Company including sound practices suggested by relevant authorities such as the principles of good corporate governance,
practices for holding shareholders meeting, etc.

- Risk assessment and control activity.

- Examination of the compliance with the internal control systems in every working systems of the

Company.
2. Audit as per Audit Plan

The internal audit department sticks to the annual audit plan as work plan of the internal audit department.
The audit shall be carried out by questioning relevant persons, sampling documents, testing calculations, analysing
information, and etc. Scope of the audit shall be at the discretion of the internal auditor taking into account existing

risks and control activity of such working system.
3. Preparation of Audit Report

The audit results obtained from the audit shall be compiled and prepared as draft audit report consisting
of explanation about audit methods, audit results and suggestions (if any) from the internal audit department whereby
the manager of the internal audit department shall have relevant staff members informed of the audit results and
suggestions (if any) for joint consideration and give opportunity to such staff members to freely express their opinions
on relevant issues. The internal audit department shall include the opinions from such staff members in the audit report
in order that the audit report shall contain the opinions from both parties which will be sufficient for the consideration

by the management and the Audit Committee.

4. Report of Audit Results

The internal audit department shall report the results of audit under the annual audit plan to the meeting
of the Audit Committee which shall be held quarterly in order that the Audit Committee shall consider the audit results

and regularly monitor the performance of the internal audit department.
5. Monitoring of Audit Results

The annual audit plan of the internal audit department shall contain the subject of “Monitoring of Audit
Results” in the last month of the audit year to ensure that the audit results and suggestions of the internal audit

department have been properly and completely implemented.
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Risk Management: The Board of Directors realizes the importance of risk management in supporting to
manage the Company’s operation achieve visions and targets on operations, strategies and business plans under risks
from outside factors and inside factors of the Company. The Board of Directors has provided risk management
policy. Risk management of the Company may be divided into 2 levels are business risk and entity risk as per above
details given on the topic of “Risk Assessment and Control Activity”. Even though the Company has not provided the
Early Warning but the Board of Directors has imposed clear visions and targets on operations, strategies and business
plans and used it to control the Company’s operation under risks. The Board of Directors has raised the meeting
immediately if seem that the results of the Company’s operation don’t achieve such visions and targets on operations,

strategies and business plans.

In conclusion, the Board of Directors has provided visions and targets on operations, strategies and business
plans for the year 2011 to control management, improved the good corporate governance and business ethic, gave
important of the entering and disclosure of the connected transaction, carry out the accurate, completeness, and reliability
of the financial report including risk management, internal control, and internal audit system. The Board of Directors is
of the view that the efficiency of the internal control systems of the Company is fair. The Company also has sufficient
internal control systems for the entering into transactions with major shareholders, directors, committee members,
executives or their related persons. In respect of the internal control systems for other matters, the Board of Directors
is of the view that they are proper and sufficient. In addition, for good corporate governance, the Board of Directors

supports and encourages the executives to consecutively improve the quality of the internal control systems.

The results of evaluation of the Company’s good corporate governance

The Company realize the importance of the practice of good Corporate Governance to enhance the Company’s
competitiveness towards business prosperity and sustainable growth. The Company has compliance with it under
recommendation of related parties such as the Stock Exchange of Thailand and the Securities and Exchange Commission
etc. The internal audit department of the Company responsible for evaluation of such practice and directly report to

the Audit Committee. It has proposed to the Board’s meeting for consideration.

Even though the Company has not joined the 2011 Good Corporate Assessment arranged by IOD, however
internal audit department of the Company has assessed the good corporate governance of the Company by yearly basis
under Corporate Governance Self Assessment (Based on the Principles of Good Corporate Governance). It is included
in an annual internal audit plan. The Company believes that the good corporate governance of the Company is rated
at good level. Moreover, the Company intends to improve the quality of the good Corporate Governance for the best

benefit of the Company, shareholders, and other stakeholders.

Meetings of the Board of Directors and other sub-committees
Board of Directors meetings

The Company has scheduled the meeting dates of the Board of Directors in advance to enable the directors
to have sufficient time and manage their schedule to attend the meetings. The Company holds a meeting of the Board
of Directors every quarter and an extraordinary meeting may be held as necessary by sending a notice of meeting
along with supporting documents in advance of the meeting. The Company is of the view that such policy of the
Board’s meeting is appropriate for the responsibilities of the Board and the nature of business of the Company. Moreover,
the Board of Directors has imposed clear visions and targets on operations, strategies and business plans. In addition,
the Company has provided the Company's monthly performance report to directors for their close monitoring of the

Company’s performance. Processes of the Board of Director's meeting are as follows:

o
4
L
'_
Z
L
O
[%)]
o)
L
Z
E=
TN
o
z
%
@)
—
x
(e}
=
L
T
'_




o
4
L
'_
Z
L
o
[%)]
o
L
Z
E=
TN
e}
z
€
a
—
x
(e}
=
L
T
'_

mMIANIuNITNOUNITUTEYN: mium‘sl,wiazvhuﬁﬁmﬂumﬂauaﬁ'aaLﬁﬂgjnﬁzmiﬂi:ﬁmtiml,amgmiu%ﬂ'w
Tmm:uﬁamc»;nNau,a:mm%%ﬁumaaﬁ‘aaﬁmua UsroruanznIsumsvIsnsasidugnansannsemstszgsluuaasnszniou
Via:ﬁ’mﬁ%ﬂuwﬂfﬁaﬂfmm:qu wﬁaﬁaﬁﬂﬂszﬂquw%uﬁaLanmiﬁ‘s:naumimzﬂ;mmmﬁzma 9 azgnasludInssumsusiay
inuaamineuiulssgu *ﬁafﬁﬁﬂﬁnﬁumiLm'azvhuvlﬁﬁnmiumiﬁﬂmﬁagaﬁLﬁmwadamﬁﬁ'mmm}u DUITHILEIY
IWn1sUszguanznIsunsuiEmy Duldagrefiussansnmuazussanduanndsiu Iunﬁzﬁﬁmﬁumimﬂ@ﬁmm‘s'*i”lm;la
SulmLﬁuw‘?mLﬁ'aﬂfs:naumiﬁaﬁmﬂul,wia:”nizm‘;ﬂsm;mﬁmmﬁnﬁi:muvl,ﬂﬁaLamiémiu%ﬁw'ﬂLﬁaé%ﬁumﬂﬁ’lﬁ

miﬁ‘mﬁumﬁzm'wn'zﬁ/i:gm: TuﬁxuiwanWiﬂizf’gu% ﬁi:muﬂmzniiumiu?ﬁw%uﬂu%ﬁ”ﬂﬁmaﬂumsé’mﬂu
nstszguelagdsinunsemstszgnseunszsyliluniidelnuszan uazilalemalinssunisaeuniuuazuanininufa
WudsUszimunadelaadnadassuaziingane

magndunsmenaimsyszgy: visnelalianudaylunisdanisenunistszguamenssunsuisny Loy
R NsUIEN A IugsURaTe UM TR TUANMIUTEINUATIANITIBNUNITUITZTNY T189UNTUTEINAMLNTTNNITUITENY
lafinstiufinetagneies m“uﬁquiums:z%wvﬁ“zyGhas]'*?ilﬁm'ﬁmﬁumimzqm LU L’mWLLazﬁﬂ’]uﬁ"%’ﬂﬂ‘Jtﬁ&J nAENARN
JIEER HY mﬂumnsimmiﬁaﬁLiﬂéauﬂi:qmmmmmz@u aszdnAysINTIszfugn uuazdeUs nemseluusaznsz
n9UszgN whresamnssNsUIENYluudaznszn1sdsran Wudu 51891un1sdsEnsazgnamNlagUsssuAMenI Ty
NTUIENY wazgNIANUTINALENA19UIENoUNTUTEINlALLaYIRNITUIENY LaztiauefonmMenITun1slunsUszgy
anznssumauisnyluaiodaliiiefinsanuaziusns

v o
o

2554 Amznssun1TuTENY ANMTUTEINTINNIAY 13 A9 1Aeds8asiBenn19dnsanlssuaadnssnung

uAaziusE
MIUsLPUAMULNITNNITUIENY
, (éﬂmuﬂgﬁ;ﬁl"\é'suﬂizqul
"eda AR 'Znu'auﬂ%%amsﬂszquv'?wuﬂ)
2554
1s5zind MITNLAL
1. UNBUD3A N15A LaDIU' U3£81UNTINNIT / 4/5 6/8
Uszauininfiusmns
2. Wgaesa 91u’ NITUNITUIUIT / 4/5 7/8
509UsT U ML ewEnaw
3. welansia ala Laeiu’ nsIuNITluSMIg 3/5 6/8
4. welodeu annana 1@915a° | NITNNTUIMS 4/5 7/8
5. quaﬁ’nﬁd nastlggn® N9INNITUINIG 4/5 7/8
6. watuAng auAudsml’ NTTUNITORTE 1/5 0/8
7. WAUONA §IASATIUUN® NTTUNITORTE 1/5 1/8
8. W185995 ganad’ N39UNN089Y 1/5 0/8
9. wiedm warsanwol’ nIsuMsliLEms 1/5 1/8
10. w3y lasere* N93NN150aTE 1/5 1/8
1. wigdlsnal lanznug® NITNNNTOETE 0/5 0/8

RHIBLYG): ﬂqm']@iwam%méﬁd%ﬂuﬂmsmqmamm:ﬂismmiﬁﬁw% i 44

nmsdszguiviasrainssunisdasslaaldddisdanmsidnsandsegn:

Wetuin 9 woeAnieu 2554 nssumisdasy gaeutnd lafinmsdndszgunuwedesldddiednnisdisangssgu
o 4 = A o s A o o = A A A o o o A o
fae WaL3neunsesiunululssiauiinennunisaseseulnd wazdszinudus Aneidesnuszuunsianumaluussny

Nammmiﬂszqﬂﬁgnﬂﬂﬂ%ﬂmu wardsnsmnsanulunlsy

o
]
=

@

q

PUAUENTTUNITUITENY




Proceedings prior to a meeting of the Board of Directors: Each director freely proposes the agenda by
specifying reason and necessity of the agenda through the Company secretary. The Chairman of the Board will consider
each agenda prior to releasing the notice of the meeting along with the related documents to each director in advance
of the meeting date in order to enable the directors to have sufficient time to review the information prior to the
meeting which will enhance a more efficient and effective meeting. In case the directors require additional information,

they can coordinate with the Company’s secretary.

Proceedings during the meeting of the Board of Directors: The Chairman will be responsible to conduct
the meeting. The agenda will be conducted in sequence according to the invitation letter. During the meeting, directors

freely and openly express their opinions and ask questions

Proceeding after the meeting of the Board of Directors: The Company realizes the importance of Minutes
of the Board’s meeting. The Company’s secretary will be responsible to prepare the Minutes which contain complete
and accurate information such as meeting date and time, venue, names of directors present at and absent from the
meeting, significant information on each agenda, summary of discussions in the meeting and Boards resolutions. Minutes
of the Board’s meeting will be signed by the Chairman and kept by the Company secretary. It will be proposed to the

next Board’'s meeting for consideration and adoption.

In 2011, there were 13 meetings of the Board of Directors. Details of attendance at the meetings of each

director are as follows:

Board of Directors Meeting

(Number of Attendances/
Directors Position Number of Meetings)

201
Ordinary Extraordinary

1. Mr. Eric Mark Levine' Chairman / CEO 4/5 6/8
2. Mr. George Saab’ Executive Director / Chief of Staff 4/5 7/8
3. Mr. Howard David Levine® Non Executive Director 3/5 6/8
4. Mr. Simon Douglas Howard® Executive Director 4/5 7/8
5. Mr. Surasak Kongpanya® Executive Director 4/5 7/8
6. Mr. Chaisak Santimaneerat’ Independent Director 1/5 0/8
7. Ms. Narumol Sakritchanan® Independent Director 1/5 1/8
8. Mr. Theerathorn Yoongthong’ Independent Director 1/5 0/8
9. Mr. Vicha Poolvaraluck® Non Executive Director 1/5 1/8
10. Mr. Prinya Taithongchai® Independent Director 1/5 1/8
11. Mr. Sirot Setabandhu® Independent Director 0/5 0/8

Note: please see the remarks on page 45 in part of “1. Board of Directors.”

Independent Directors meet among themselves without the management team:

Independent Directors and Auditor met among themselves on 9 November 2011 without management to

discuss their concerns about issue of external auditing and other issues relating to the Company’s working system. The

meeting outcomes were proposed to the Board’s meeting.

Audit Committee meetings

The Company set a meeting of the Audit Committee every quarter and an extraordinary meeting may be held

when necessary by sending a notice of meeting together with supporting documents in advance of the meeting.

Accurate and complete Minutes of the meeting will be kept for examination.
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In 2011, there were 4 meetings of the Audit Committee. Details of attendance at the meetings of each

member are as follows:

1. Mr. Chaisak Santimaneerat’ Chairman 1/4 Nil
2. Ms. Narumol Sakritchanan® Audit Committee Member 2/4 Nil
3. Mr. Theerathorn Yoongthong® Audit Committee Member 1/4 Nil
4. Mr. Prinya Taithongchai' Audit Committee Member 0/4 Nil
5. Mr. Sirot Setabandhu® Audit Committee Member 0/4 Nil
6. Mr. George Saab® Audit Committee Member 2/4 Nil

Note: please see the remarks on page 47 in part of “2. Audit Committee.”

Remuneration Committee meetings
The Company set a meeting of the Remuneration Committee annually and an extraordinary meeting may be
held when necessary by sending a notice of meeting together with supporting documents in advance of the meeting.

Accurate and complete Minutes of the meeting will be kept for examination.

In 2011, there was 1 meeting of the Remuneration Committee. Details of attendance at the meetings of each

member are as follows:

1. Mr. George Saab Remuneration Committee Member 0on Nil

Real Estate Committee meetings

The Company set a meeting of the Real Estate Committee whenever there is a new project to be considered
by sending a notice of meeting together with supporting documents in advance of the meeting. Accurate and complete

Minutes of the meeting will be kept for examination.

In 2011, there were no meetings of the Real Estate Committee. Details of attendances at the meetings of

each member are as follows:

1. Mr. Eric Mark Levine' Chairman Nil

2. Mr. Vicha Poolvaraluck? Real Estate Committee Member Nil
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Note: The Real Estate Committee arranges meetings when the Company has new investment projects on real estate.
For the year 2011, the Company did not have new investment projects on real estate.
1) Mr. Eric Mark Levine resigned as Chairman of the Board, Chairman of Real Estate Committee and Chief
Executive Officer effective from October 17, 2011.
2) Mr. Vicha Poolvaraluck resigned as Director and Real Estate Committee member effective from January
24, 2011
The Board of Directors’ meeting no. 1/2012 held on February 24, 2012 has approved the appointment of

Mr. George Saab as the Real Estate Committee member effective from February 24, 2012.

Development of Directors and Executives

It is the policy of the Company to increase knowledge of director and related persons such as the Company’s
secretary and internal audit department and understanding of good corporate governance whereby the Company
encourages the directors and the Company’s secretary to join related training courses such as Director Accreditation
Program (DAP) and Director Certificate Program (DCP) run by Thai Institute of Directors Association (IOD) in order
that the directors and the Company’s secretary shall have better knowledge and understanding of their roles, duties
and responsibilities as well as of the principles of good corporate governance and they shall be able to use the
knowledge gained from the training courses to develop the management of the Company’s business.

In addition, the Company also has the executives perform duty as trainers who shall explain the nature of the
Company’s business to new directors as well as answer questions about the operations of the Company in order that
the new directors shall acquire knowledge and understanding of the nature of the Company’s business and shall be

able to apply their knowledge and ability for maximum benefits of the Company and the shareholders.

Policy of Dividend Payment

The Company has the policy to pay dividend at the rate of not less than 40 percent of net profit after tax
and legal reserve in each year. The Board of Directors of the Company has the authority to except the compliance
with such policy, or from time to time amend the policy subject to the conditions that such act would contribute to
the maximum benefit for shareholders. Example is in case where the dividend is kept as a reserve fund to repay loan,
or to be the capital for the investment in business expansion or to be a reserve in preparation for cases like the change

of market conditions which could have an impact upon the cash flow of the Company.

Details of the dividend paid

Proportion of dividend to

Dividend paid
Year Net profit

(Baht / share)

(percent)

201 Nil due to the Company had deficits
2010 Nil due to the Company had deficits
2009 Nil due to the Company had deficits
2008 Nil due to the Company had deficits
2007 Nil due to the Company had deficits
2006 0.06 40.70
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Connected Transactions

Following are connected transactions in 2011 and 2010 entered into under normal business arrangements with

persons having possible conflicts of interest with the Company.

Persons/Juristic Persons Having Possible
Conflicts of Interest

Relationship

Major Cineplex Group Public Company Limited
(MAJOR)

The Company’s shareholder holding 18.82% interest as of
May 31, 2011

Major Cineplex Lifestyle Leasehold Property Fund
(Formerly “Major Cineplex Lifestyle Property Fund”)

An associated company of MAJOR (33% shareholding) as
of May 31, 2011

Major Cineplex Property Company Limited

A wholly-owned subsidiary of MAJOR (99.99%
shareholding) as of May 31, 2011

Major Cineplex Service Company Limited

A wholly-owned subsidiary of MAJOR (99.99%
shareholding) as of May 31, 2011

Petch Pin Klao Company Limited

Its management and shareholders have been considered
as related to a major shareholder of MAJOR (this juristic
person belongs to the mother of Khun Vicha Poolvaraluck)

Ratchayotin Realty Company Limited

A wholly-owned subsidiary of MAJOR (99.99%
shareholding) as of May 31, 2011

Ratchayotin Management Company Limited

A wholly-owned subsidiary of MAJOR (99.99%
shareholding) as of May 31, 2011

Siam Future Development Public Company Limited
(Siam Future Development)

An associated company of MAJOR (23.24% shareholding)
as of May 31, 2011

Siam Future Property Company Limited

A wholly-owned subsidiary of Siam Future Development (100
% shareholding) as of May 31, 2011

Siam Cineplex Company Limited

A wholly-owned subsidiary of MAJOR (99.99%
shareholding) as of May 31, 2011

Mr. Mark Steven Mastrov

A director and consultant of the Company

Bulldog Holdings Limited (Bulldog)

One of the Companies under Mr. Eric Mark Levine’s Group
and it holds a 0.00004% interest in the Company. Bulldog
shares the same directors with the Company.

Team Bright Corporation Limited
(Team Bright)

One of the Companies under Mr. Eric Mark Levine’'s Group
and it is owned by Bulldog with 80% interest

Elite Power Holdings Inc.

The Company’s shareholder holding 23.71% interest as of
December 30, 2011

FDE of the World Company Limited (FDE)

One of the Companies under Mr. Eric Mark Levine’s Group
and it holds a 0.82% interest in the Company. It also has
the same directors and shareholders as the Company does.

Mr. Eric Mark Levine

Major shareholder of the company holding 11.53% interest
as of 30 December 2011

Civerge Ltd.

Share the same director (Mr. Howard David Levine)

Zense Of Joy Co., Ltd

The director is the spouse of a major shareholder of the
Company.

Zense Of Joy Spa Co., Ltd

The director is the spouse of a major shareholder of the
Company.

Ms. Varaluk Vanichkul

Spouse of a major shareholder of the Company.
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Characteristics of Connected Transactions

In 2011 and 2010, the Company entered into the connected transactions with the following persons who have possible conflicts of

interest:
Persons or Relationship Types of Value of Details of Transactions Necessity and Justifications
Juristic Persons Transactions Transactions
entering into (THB million)
— 2011 | 2010
transactions
FDE of the A company Fees for being None None | FDE is granted the right to | With his extensive experience in fitness centre
World Company | in Mr. Eric granted the use the trademark “California | business, Mr. Eric Mark Levine created the
Limited Mark right to use the WOW Xperience” owned by | trademark “California WOW Xperience”. The
Levine’s licensed Mr. Eric Mark Levine and | Company is positive that the granting of
Group trademark granted the right to use to the | exclusive right to use this trademark in Thailand
Company without any cost for 20 years with four 20-year
extensions, totaling 100 years, will benefit the
Company.
Team Bright A company Fees for being None None | Team Bright is granted the | The Company believes that the granting of
Corporation in Mr. Eric granted the right to use the trademark | exclusive right to use this trademark in Thailand
Limited (Team Mark right to use the “Planet Yoga” and granted the | without any cost for 5 years will benefit the
Bright) Levine’s licensed right to the Company Company.
Group trademark The Company has stopped using “Planet Yoga”
“Planet Yoga” trademark in 2011
Petch Pin Klao | Related to Rental Fee 16.64 | 47.25 | Space rental fee for space of | The rental rate charged to the Company was
Company MAJOR Pin Klao branch lower than those charged to other tenants because
Limited of the larger space of rental area. Please see
details of Necessity and Justification for the
Related Transactions below.
Utilities Fee 2.64 8.7 Utilities fee for Pin Klao branch | Please see details of Necessity and Justification
for the Related Transactions below.
Marketing Fee 0.02 0.05 | Marketing fee Rate of marketing fee was the same as other
customers. Please see details of Necessity and
Justification for the Related Transactions below.
Interest 0.23 1.80 Interest from Rental Payable Please see details of Necessity and Justification
Expense for the Related Transactions below.
Rental, Service 0.96 | 20.07 | Rental, Service and Interest | Rental and Service payable of Pin Klao branch
and Interest payable for Pin Klao branch have normal credit term and the same conditions
Payable as those of others.
Ratchayotin A subsidiary | Utilities Fee 1.69 5.47 | Utilities fee for Ratchayothin | Please see details of Necessity and Justification
Management of MAJOR branch for the Related Transactions below.
Company Utilities Payable | None 0.46 | Utilities payable for Ratchayothin | Utilities payable of Ratchayothin branch have
Limited branch normal credit term and the same conditions as
those of others.
Ratchayotin A subsidiary | Rental Fee 0.9 257 | Space rental fee for | Please see details of Necessity and Justification
Realty Co Ltd. of MAJOR Ratchayothin branch for the Related Transactions below.
Deposit 4.01 6.54 | Deposit 2 months (rental) for | Please see details of Necessity and Justification
Ratchayothin branch for the Related Transactions below.
Major Cineplex An Rental fee .21 35.61 | Space rental fee for Ratchayothin | Please see details of Necessity and Justification
Lifestyle associated branch for the Related Transactions below.
Leasehold company of
Property Fund MAJOR
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Persons or Relationship Types of Value of Details of Transactions Necessity and Justifications
Juristic Persons Transactions Transactions
entering into (THB million)
el e 2011 | 2010
transactions
Utilities Fee 0.80 4.90 | Utilities fee for Ratchayothin | Please see details of Necessity and Justification
branch for the Related Transactions below.
Interest None | (0.60) | Interest from Rental Payable Please see details of Necessity and Justification
Expense for the Related Transactions below.
(For the year
2010, was
reversed
transaction due
to landlord has
waived interest
payable for the
previous years).
Utilities and (0.18) | 3.05 | Utilities and Interest payable for | Utilities and Interest payable of Ratchayothin
Interest Payable Ratchayothin branch branch have normal credit term and the same
conditions as those of others.
Major Cineplex | Company’s Service fee 0.62 3.55 | Service fee for Ekamai branch | Please see details of Necessity and Justification
Group Plc. shareholder for the Related Transactions below.
Utilities Fee 0.80 3.18 | Utilities fee for Ekamai branch | Please see details of Necessity and Justification
for the Related Transactions below.
Interest 0.22 0.67 | Interest from Service Payable | Please see details of Necessity and Justification
Expense for the Related Transactions below.
Utilities and 215 3.75 | Utilities and Interest Payable for | Utilities Payable of Ekamai branch have normal
Interest Payable Ekamai branch credit term and the same conditions as those of
others.
Mr. Mark A director Consultant fee None | (2.72) | To provide the Company with | The Company’s Board of Directors appointed
Steven Mastrov | and (For the year consultation on the monitoring | Mr. Mark Steven Mastrov as a consultant of
consultant of | 2010, 2009 and supervision of the | the Company and agreed to pay USD 120,000
CAWOW transactions Company’s day-to-day operation | (2009). The Company believes with his
were reversed and business management knowledge and experience in international
as there were fitness industry will help the Company to
no payments manage day-to-day operation effectively and
for outstanding efficiently. However, the Company has
consulting fee). suspended the renewal of his consulting for
the year 2010 and he resigned as director
effective November 8, 2010.
(Payment condition: pay to NEFC Limited
Liability Company. Mr. Mark Steven Mastrov is
director of this company).
Siam Future An Rental fee 13.62 | 24.65 | Space rental fee for Chaeng | Please see details of Necessity and Justification
Development associated Wattana and Pattaya branches | for the Related Transactions below.
PlUbl“C Company | company of Deposit 9.05 8.563 | Deposit 2 months (rental and | Please see details of Necessity and Justification
Limited MAJOR service) for Chaeng Wattana | for the Related Transactions below.
and Pattaya branches
Utilities fee 2.40 8.66 | Utilities fee for Chaeng Wattana | Please see details of Necessity and Justification
and Pattaya branches for the Related Transactions below.
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Persons or Relationship Types of Value of Details of Transactions Necessity and Justifications
Juristic Persons Transactions Transactions
entering into (THB million)
el 2011 | 2010
transactions
Interest (0.16) | (0.84) | Interest from Rental Payable Please see details of Necessity and Justification
Expense for the Related Transactions below.
(For the year
2011,
transaction was
reversed due to
landlord has
waived interest
expense for the
previous years).
Rental, Service 14.28 12.55 | Rental and Service Payable for | Rental and Service Payable of Chaeng Wattana
and Interest Chaeng Wattana and Pattaya | and Pattaya Branch have normal credit term
Payable branches and Interest from | and the same conditions as those of others.
Rental Payable
Siam Future A subsidiary Rental fee 10.08 | 24.94 | Space rental fee for Esplanade | Please see details of Necessity and Justification
Property of Siam branch for the Related Transactions below.
Company Future Deposit 615 | 615 | Deposit 2 months (rental and | Please see details of Necessity and Justification
Limited Development service) for Esplanade branch | for the Related Transactions below.
Utilities fee 3.21 9.564 | Utilities fee for Esplanade | Please see details of Necessity and Justification
branch for the Related Transactions below.
Interest 0.48 0.81 | Interest from Rental Payable Please see details of Necessity and Justification
Expense for the Related Transactions below.
Rental ,Service 23.46 20.31 | Rental and Service payable of | Rental and Service Payable of Esplanade branch
and Interest Esplanade branch. Interest from | have normal credit term and the same
Payable Rental Payable conditions as those of others.
Major Cineplex A subsidiary | Deposit 3N 3.1 Deposit 3 months (rental) for | Please see details of Necessity and Justification
Property of MAJOR Ekamai branch for the Related Transactions below.
ental fee . . pace rental fee for Ekamai ease see details of Necessity and Justification
Company Rental f 9.00 | 20.25 | S | fee for Ekamai | Pl details of Necessity and Justificati
Limited branch for the Related Transactions below.
Rental Payable 0.68 8.37 | Rental Payable for Ekamai | Rental Payable of Ekamai branch have normal
branch credit term and the same conditions as those
of others
Major Cineplex A subsidiary | Deposit 0.565 0.55 | Deposit 3 months (service) for | Please see details of Necessity and Justification
Service of MAJOR Ekamai branch for the Related Transactions below.
Company
Limited
Siam Cineplex A subsidiary | Utilities fee 0.03 0.08 | Utilities fee for light box at Siam | Please see details of Necessity and Justification
Company of MAJOR Paragon branch for the Related Transactions below.
Limited
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Persons or Relationship Types of Value of Details of Transactions Necessity and Justifications
Juristic Persons Transactions Transactions
entering into (THB million)
ke 2011 | 2010
transactions
Mr. Eric Mark Major Salary 5.90 12.74 | Salary for Chief Executive | The company’s Board of Director appointed Mr.
Levine shareholder Officer Eric Mark Levine as a Chief Executive officer
of the of the company. The Company believes with
company his knowledge and experience in international
fitness industry will help the Company to
manage day-to-day operation effectively and
efficiently.
He resigned as a Chief Executive officer
effective October 17, 2011.
Salary payable 17.89 | 16.50 | Salary payable for Chief | Salary payable as the Company’s Chief
Executive Officer Executive Officer.
Civerge Ltd. Share the Consultant fee (1.19) 3.33 | To provide the Company with | The Company appointed Mr. Howard David
same director | (for the year marketing consultation Levine as a marketing consultant of the
2011, 2010 Company and agreed to pay USD 84,000
transactions (2010). The Company believes his knowledge
were reversed and experience in fitness industry would help
based on credit Company’s marketing efforts.
note form Mr. Howard David Levine was appointed as a
Civerge Ltd.) director of the Company on January 21, 2011.
(Payment condition: pay to Civerge Ltd. Mr.
Howard David Levine is director of this
company).
Consulting 0.48 None | Consulting expense Consulting payable as the company’s consultant.
Payable
Zense of Joy The director Marketing Fee 0.01 1.06 Marketing Fee The Company contracted Zense of Joy to
Co., Ltd. is the spouse Operating Fee 6.31 None | Operating fee for Zense of Joy operate its spa business in Silom branch. Zense
of a major Spa at Silom branch of Joy has the necessary expertise and
shareholder qualified personnel in spa business.
of the Operating Fee 5.90 None | Operating fee Payable for
Company Payable Zense of Joy Spa at Silom
branch
Zense of Joy The director License Fee 6.58 None | License Fee for Zense of Joy | The Company granted a License to Zense of
Spa Co., Ltd. is the sp?use Receivable spas in Esplanade, Sukhumvit | Joy Spa to operate spas in Esplanade, Sukhum-
(s);ar:hr:lzlt(:rr 23 and Pinklao branches vit 23 and Pinklao branches.
of the
Company
Ms.Varaluk Spouse of a | Loan 26.40 | None | Financial assistance to help | During 2011, the Company entered into 3 loan
Vanichkul major cashflow of the Company agreements with Ms. Varaluk Vanichkul. The
shareholder loans are unsecured, carry interest at MLR +1%
per annum and are payable on demand.
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Necessity and Justification for the Related Transactions

The rental of space for the Company’s fitness centers has the objective to expand the services capacity of the
Company to support members. The utilities fee incurred were the fundamental utilities which were necessary for the
Company’s operations i.e. electricity, water etc.

Deposit and lease building right were normal transactions with landlord. Deposit was the Company’s guarantee for
rental and service.

Marketing fee was mainly advertisement on various advertising media provided by the landlord. Advertisement is
the important and necessary marketing strategy for the Company’s business operations in order to build the Brand Awareness
among the Company’s target customers.

Interest expense was charged for outstanding of rental fee. It was under Civil and Commercial Code of Thailand.
The rate and condition were under such code.

The related transactions in 2011 and 2010 were entered into for the purpose of optimizing benefits of the
Company. The Audit Committee have reviewed and opined that the transactions were reasonable.

Measures or Procedures for Approving the Connected Transactions

In case where the connected transactions are to be entered into with persons having possible conflicts of interest,
being interested or having conflict of interest in the future, the Company has required such persons to immediately report
matter information to the Audit Committee prior to enter such transactions in order to give an opinion on the necessity and
justification for such connected transactions. If such Audit Committee does not have expertise required in considering the
connected transactions, the Company may have the independent experts or the auditor of the Company give an opinion on
such connected transactions. The opinion will then be used by the Audit Committee or shareholders (as the case may be)
in making the decision. The Audit Committee has proposed opinion relating to such the connected transactions to the Board
of Director for consideration under the best benefit of the Company and shareholders. However, the person having possible
conflict of interest in a transaction shall not be able to vote and approve such related transaction. Such procedures are in
accordance with the Notification of the Securities and Exchange Commission re “Disclosure and Procedures of Listed
Companies for Connected Transactions (Volume. 2), 2004” and other relevant laws and regulations.

Policy or Tendency of Entering into Connected Transactions

The Company expects that in the future there may be related transactions that which will be examined and approved
by the Board of Directors and/or the Audit Committee and/or a shareholder's meeting.

The Company has intention not to provide any kind of financial support to directors, executives, and employees
of the Company to prevent conflicts of interest in the future. The Board of Directors had passed a resolution to make it a

company policy on the Board of Director's meeting No. 4/2005 on 13 October 2005.

The Company will maintain its policy of entering into related transactions at reasonable prices to be in line with
normal business arrangements for the maximum benefits of the Company. The Company’s Board of Directors Meeting No.
11/2547 held on 12 October 2004 resolved to adopt a policy of entering into future related transactions with the requirement
of having the Audit Committee and/or the Board of Directors of the Company inspect and give opinion on the justification
for such transactions, examine pricing and any conditions of such transactions to ensure compliance with normal business
conditions. Executives and interested parties shall not participate in the vote and approval of such related transactions. Upon
the Company being listed on the Stock Exchange of Thailand, the Board of Directors of the Company shall ensure that the
Company complies with the law governing securities and stock exchange and regulations, notifications, orders or requirements
of the Stock Exchange of Thailand including the regulations on the disclosure of information on connected transactions, the
acquisition or disposal of securities of the Company or subsidiaries, and with the standard established by the Institute of

Certified Accountants and Auditors of Thailand.
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In case connected transactions are entered into between the Company or subsidiaries and persons possibly having
a conflict of interest, having stake in such transactions or a future conflict of interest, the Audit Committee shall give opinion
on the necessity and justification for entering into such connected transactions and their pricing by taking into consideration
whether the conditions of connected transactions are in compliance with normal market practice. There shall also be a
comparison of pricing with third parties. In case such Audit Committee does not have the expertise required in considering
the connected transactions, the Company may have the experts that include auditors, independent price appraisers or law
offices, etc that are independent of the Company and persons having possible conflicts give opinion on such connected
transactions. The opinions will then be used by the Audit Committee and/or the Board of Directors and/or shareholders (as
the case may be) in making the decision. The Company will disclose the information on the connected transactions in the

notes accompanying the financial statements that have been examined by the auditors of the Company.
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Report of the Board of Directors’

Responsibilities for Financial Statements

To Shareholders,

The Board of Directors is responsible for the financial statements of the Company including financial information
in the Annual Report and the Company’s financial statements. The Board of Directors is of the opinion that the
financial statements of the Company for the year ended December 31, 2011 have been prepared in conformity with
generally accepted accounting principles in Thailand with appropriate accounting policies applied on a conservative and
consistent basis. The Board of Directors has also provided and maintained efficient internal control system to ensure

that the financial statements are accurate and reliable.

The Board of Directors has appointed an Audit Committee which comprises of directors who are independent
and not being a part of management team to take responsibility for reviewing financial reports and the internal control
system and to ensure and opine over related and conflict of interest transactions are accurate and complete. The
Audit Committee has submitted its reports to the Board of Directors and has expressed its opinion with regard to the

stated matters in the Report of the Audit Committee which is presented in the Annual Report.

The Board of Directors is of the opinion that the Company has an adequate and appropriate internal control
system, and is confident that the Company’s financial statements for the year ended December 31, 2011 are considered

reliable.

Mr. George Saab
On behalf of the Board of Directors
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Report of the Audit Committee

The Audit Committee comprises 3 members of the Board of Directors who are independent from
management of the Company and neither is in the board of executive directors nor management team. The Audit
Committee performed duties assigned by the Board of Directors as well as substantially committed to business ethics,

transparency, balance of power and assessment.

In 2011, the Audit Committee held 4 meetings with management to exchange views and opinions on the
sufficiency and suitability of the Company’s internal control system. The Audit Committee also performed other tasks
within the scope of duties assigned by the Board of Directors. Additionally, the Audit Committee also held meetings
with the independent auditors to consider the results of the audit and review of the Company’s quarterly and annual
financial statements. The Audit Committee submitted the minutes of every meeting to the Board of Directors. The

attendances of each member of the Audit Committee for the years 2011 are as follows:

Audit Committee Meetings

(Number of Attendances/

Member Position

B = e e

1. M. Chaisak Santimaneerat © © Chaimman G VA N

.2, Ms. Narumol Sakritchanan *  : Audit Committee Member : S N NI

.3, Mr. Theerathorn Yoongthong ° : Audit Committee Member : I S Nl

4. Mr. Prinya Taithongchai ' i Audit Committee Member : R Nl

5. M. Sirot Setabandhu * i Audit Committee Member : 04 NL
6. Mr. George Saab ° Audit Committee Member 2/4 Nil

Remarks:

1) Mr. Prinya Taithongchai resigned from Independent Director and Audit Committee member effective from January 24, 2011.

2) Mr. Sirot Setabandhu resigned from Independent Director and Audit Committee member effective from May 6, 2011.

3) The Board of Directors’ Meeting of the Company no. 7/2011 held on May 12, 2011 has approved the appointment of Mr. George
Saab as Chairman of Audit Committee effective from May 12, 2011 and Mr. George Saab resigned from Independent Director and Chairman
of Audit Committee effective from June 28, 2011.

4) The Board of Directors’ meeting of the Company no. 8/2011 held on June 6, 2011 has approved the appointment of Ms. Narumol
Sakritchanan as an Independent Director and Audit Committee member effective from June 06, 2011.

5) The Board of Directors’ meeting of the Company no.12/2011 held on November 9, 2011 has approved the appointment of
Mr. Chaisak Santimaneerat as an Independent Director and Chairman of Audit Committee and appoint of Mr. Theerathorn Yoongthong as an

Independent Director and Audit Committee member. Above appointments were effective from November 9, 2011.

Moreover, the Audit Committee attended a non-management meeting with an external auditor of the Company
on 9 November 2011 and reported the results of meeting on the Boards’ meeting no. 1/2555 held on 24 February

2012 for discussion.

The Audit Committee has reviewed the Company’s financial statements for year ended December 31, 2011 and
is of the opinion that the Company’s financial statements have been prepared in conformity with generally accepted
accounting principles and disclose correct, sufficient and reliable information, which is in line with the report of the

independent certified public accountants submitted to the Board of Directors and shareholders.
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The Audit Committee is confident that the Company’s existing internal controls and internal audit are suitable
and continuously refined. Moreover, the internal audit department of the Company has independently performed under

supervision of the Audit Committee.

The Audit Committee is confident that the Company has made assessments to ascertain that the Company is
in compliance with all laws and regulations such as the law on securities and exchange, the exchange’s regulations,

and the business laws relating to the Company.

The Audit Committee has reviewed disclosure of information of the Company especially related transactions and
conflicted of interest transactions. The Audit Committee believes that the making of such transactions is reasonable
and for the highest benefit of the Company. Moreover, the Company has correct, sufficient and complete disclosure

of information.

The Audit Committee has considered and nominated Mr. Pisit Thangtanagul Certified Public Accountant No.
4095 and/or Mr. Paiboon Tunkoon, Certified Public Accountant No.4298 and/or Miss Sakuna Yamsakul, Certified Public
Accountant No.4906 of PricewaterhouseCoopers ABAS Limited, to be the Company’s independent auditors, any one
being authorized to conduct the audit and express an opinion on the annual financial statements for the year 2012 and
has also considered their remuneration. In the absence of the above-named auditors, PricewaterhouseCoopers ABAS
Limited is authorized to identify one other Certified Public Accountant with PricewaterhouseCoopers ABAS Limited to
carry out the work. The Audit Committee has submitted the recommendation for the appointment and remuneration
of the independent auditors to the Board of Directors to be proposed to the shareholders’ meeting for approval. The
Audit Committee is of the opinion that auditors of the Company are independent and no directs relationship with con-
nected persons with the Company as the management, major shareholders, and affiliated persons to those mentioned.
They performed their duties with knowledge and professional competency/experience. There was compliance with
regulation of the Office of the Securities and Exchange Commission (SEC) with regards to the changing of the financial
statements signatory external auditor every 5 years. Beside, their remuneration is suitable with their knowledge and

professional competency/ experience including of scope/quantity of auditing.

In conclusion, the Audit Committee has performed its duties under scope of work, duties, and
responsibilities that specified in its charter and is of the opinion that the Company’s financial statements have been
prepared in conformity with generally accepted accounting principles and disclose correct, sufficient and reliable
information. The Company’s existing internal controls are sufficient and suitable. The Company is in compliance with all
laws and regulations such as the connected transactions etc. Moreover, The Audit Committee has performed its duties
carefully and independently and has been forthcoming in expressing its opinions for the benefit of the Company. It has

not encountered any difficulty in obtaining information, resources and cooperation from the Company.
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Mr. Chaisak Santimaneerat

On behalf of the Audit Committee
February 24, 2012
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AUDITOR’S REPORT

To the Shareholders of California WOW Xperience Public Company Limited

I was engaged to audit the accompanying statements of financial position as at 31 December 2011 and 2010,
and the related statements of comprehensive income, changes in shareholders’ equity and cash flows for the
years then ended of California WOW Xperience Public Company Limited. The Company’s management is

responsible for the correctness and completeness of information in these financial statements.

As mentioned in Note 1 to the financial statements, the Company incurred a net comprehensive loss of Baht
242.81 million for the year ended 31 December 2011, and as of that date the Company’s total current liabilities
exceeded its total current assets by Baht 804.86 million. Total shareholders’ equity as of that date was in
negative amount of Baht 472.91 million. During 2010, two banks filed lawsuits against the Company for the
overdue repayments of the borrowing principal and defaulted interest totalling Baht 183.82 million, together
with the related legal and lawyer fees. During 2011, the Stock Exchange of Thailand has posted a Non-
Compliance sign (NC) and a Suspension sign (SP) on the Company’s securities because the financial statements
shown the shareholders’ equity less than zero. Although debt restructuring plans with a bank and a creditor
have been concluded in 2011, negotiations with other lenders and creditors are ongoing and the outcome has
not yet been known. In January 2012, a bank has made notice to the Company to terminate all loan
agreements and request repayment of /defaulted borrowings principal and interest totalling Baht 72.94 million.
Though the management has identified plans to address the situation as described in Note 1 to the financial
statements, the plans and the prevailing conditions indicate multiple material uncertainties which cast significant
doubt about the Company’s ability to continue as a going concern. These financial statements have been
prepared assuming that the Company will continue to operate as a going concern and do not include any
adjustments to realise their assets and extinguish their liabilities and reclassification which might deem to be

necessary if the Company could not continue as going concern.

Because of the multiple material uncertainties relating to the going concern matters as described in the
preceding paragraph may severely impact the Company’s financial position, results of operations and cash flows,
accordingly, I do not express an opinion on the financial statements of California WOW Xperience Public

Company Limited for the years ended 31 December 2011 and 2010.

As discussed in Note 2 to the financial statements, from 1 January 2011, the Company has adopted the new
and revised financial reporting standards as announced by the Federation of Accounting Professions. The
statement of financial position as at 31 December 2010, and the related statements of comprehensive income,
changes in shareholders’ equity and cash flows for the year then ended, are restated and presented in the
new format to conform with the current year financial statements.
&\ /‘

A
Kajornkiet Aroonpirodkul
Certified Public Accountant (Thailand) No. 3445
PricewaterhouseCoopers ABAS Ltd.

Bangkok
24 February 2012



California WOW Xperience Public Company Limited
Statement of financial position

As at 31 December 2011 and 2010

Assets

Current assets

Cash and cash equivalents

Trade and other receivables, net

Inventories

Current portion of prepaid rents due within one year
Other current assets

Total current assets

Non-current assets

Leasehold improvement and equipment, net
Long-term portion of prepaid rents
Intangible assets, net

Deposits for leaseholds

Total non-current assets

Total assets

Director Director

Restated

2011 2010

Notes Baht Baht
7 5,288,865 19,741,419
8 20,743,560 34,647,368
9 407,742 4,200,000
10 6,433,436 6,579,481
15,435,503 12,198,592

48,309,106 77,366,860

" 654,802,264 892,187,700
10 76,492,798 85,938,894
12 1,101,289 2,251,425
58,087,291 61,233,854
790,483,642 1,041,611,873
838,792,748 1,118,978,733

The notes on pages 172 to 203 are an integral part of these financial statements.
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California WOW Xperience Public Company Limited

Statement of financial position

As at 31 December 2011 and 2010

Liabilities and shareholders’ equity

Current liabilities

Bank overdrafts and short-term borrowings from financial

institutions
Trade and other payables
Deferred revenue - current portion
Short-term borrowings - others
Short-term borrowings - related party
Current portion of long-term borrowings
Debts from restructuring - current portion
Current portion of obligation under
finance lease agreements

Total current liabilities
Non-current liabilities

Deferred revenue - non-current portion
Debts from restructuring

Obligation under finance lease agreements
Long-term borrowings

Retirement benefit obligations

Other non-current liabilities

Total non-current liabilities

Total liabilities

Restated

2011 2010

Notes Baht Baht
13 65,000,000 125,107,093
14 287,193,890 239,546,508
15 267,735,133 452,589,168
13 125,916,012 -
18 26,400,000 -
13 61,061,453 296,796,026
13 19,325,283 -
13 535,723 33,193,609
853,167,494 1,147,232,304

15 233,385,697 183,103,467
13 205,783,903 -
13 1,751,116 -
13 - -
16 2,145,385 -
15,467,645 13,934,103
458,533,746 197,037,570

1,311,701,240

1,344,269,874

The notes on pages 172 to 203 are an integral part of these financial statements.



California WOW Xperience Public Company Limited
Statement of financial position

As at 31 December 2011 and 2010

Shareholders’ equity

Share capital
Authorised share capital

723.95 million ordinary shares of par Baht 1 each

Issued and fully paid-up share capital
550.37 million ordinary shares of par Baht 1 each
Share premium
Share discount
Retained earnings
Appropriated - legal reserve
Deficits

Total shareholders’ equity

Total liabilities and shareholders’ equity

Restated

201 2010

Notes Baht Baht
19

723,952,899 723,952,899

19 550,369,767 550,369,767

19 280,053,927 280,053,927

19 (137,703,003) (137,703,003)

20 3,652,217 3,652,217

(1,169,281,400) (921,664,049)

(472,908,492) (225,291,141)

838,792,748 1,118,978,733

The notes on pages 172 to 203 are an integral part of these financial statements.
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California WOW Xperience Public Company Limited

Statements of Comprehensive Income

As at 31 December 2011 and 2010

Revenue from rendering of services

Cost of rendering of services
Gross profit

Other income
Selling expenses
Administrative expenses

Finance costs

Loss before income tax

Income tax

Net loss for the year
Other comprehensive income

Actuarial gains on defined employee benefit plans

Total comprehensive loss for the year
Loss per share

Basic loss per share

Restated
2011 2010
Notes Baht Baht
967,764,725 1,031,207,657
(822,662,128) (960,265,427)
145,102,597 70,942,230
21 32,326,784 33,080,793
(215,300,223) (310,669,820)
(153,5673,086) (189,472,039)
(55,199,712) (71,234,542)
(246,643,640) (467,353,378)
(246,643,640) (467,353,378)
3,834,512 -
(242,809,128) (467,353,378)

23
(0.45) (0.89)

The notes on pages 172 to 203 are an integral part of these financial statements.



California WOW Xperience Public Company Limited
Statements of Changes in Shareholders’ Equity
As at 31 December 2011 and 2010

Retained earnings

Issued and Total

paid-up Share Share Appropriated shareholders’

share capital premium discount - legal reserve Deficits equity

Note Baht Baht Baht Baht Baht Baht

Beginning balance as at 1 January 2011 550,369,767 280,053,927 (137,703,003) 3,652,217 (917,663,800) (221,290,892)

Retrospective adjustment due to changes
in accounting policies

- Property, plant and equipment - - - - (4,000,249) (4,000,249)

- Retirement benefit obligations - - - - (4,808,223) (4,808,223)

Balance after adjust 550,369,767 280,053,927 (137,703,003) 3,652,217 (926,472,272) (230,099,364)

Total comprehensive loss for the year - - - - (242,809,128) (242,809,128)

Ending balance as at 31 December 2011 550,369,767 280,053,927 (137,703,003) 3,652,217 (1,169,281,400) (472,908,492)

Beginning balance as at 1 January 2010 300,000,671 280,053,927 - 3,652,217 (450,976,957) 132,729,858
Retrospective adjustment due to changes in

accounting policy

- Property, plant and equipment - - - - (3,333,714) (3.333,714)

Balance after adjust 300,000,671 280,053,927 - 3,652,217 (454,310,671) 129,396,144

Issuance of ordinary share 19 250,369,096 - (137,703,003) - - 112,666,093

Total comprehensive loss for the year - - - - (467,353,378) (467,353,378)

Ending balance as at 31 December 2010 550,369,767 280,053,927 (137,703,003) 3,652,217 (921,664,049) (225,291,141)

The notes on pages 172 to 203 are an integral part of these financial statements.
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California WOW Xperience Public Company Limited
Statements of Cash Flows

As at 31 December 2011 and 2010

Cash flows from operating activities:
Loss before income tax
Adjustments for:
Doubtful debts
Depreciation
Amortisation of prepaid rents
Amortisation of intangible assets
Reversal impairment of leasehold improvement and equipment
Impairment charge of leasehold improvement and equipment
(Reversal) impairment charge of prepaid rents
Recognition of deferred revenue
Finance costs
(Gain) on disposal of leasehold improvement and equipment
Loss on inventory written-off
Loss on written-off of leasehold improvement
and equipment and intangible assets
Loss on disposal and written-off of prepaid rents
Loss on written-off of deposits for leasehold
Operating loss before change in working capital
Change in operating assets and liabilities:
- Trade accounts receivable
- Inventories
- Prepayments
- Other current assets
- Trade accounts payable
- Amounts due to related parties
- Other payables
- Deferred income
- Accrued expenses
- Other non-current liabilities
- Employee benefit obligations
Cash used in operation
Less Interest paid
Tax paid (withholding tax)
Add Refund from prepaid income tax
Net cash used in operating activities

The notes on pages 172 to 203 are an integral part of these financial statements.

Restated

201 2010

Notes Baht Baht
(246,643,640) (467,353,378)

(475,540) (47,318)

11 194,762,183 239,968,784
10 6.482,804 6,571,322
12 1,220,222 2,741,911
1 - (17,971,161)
1 4,970,325 95,963,792
10 - (2,073,547)
15 (833,382,849) (605,631,940)
55,199,711 71,234,542

(863,229) (10,700)

1,750,162 -

11, 12 42,913,532 29,498,823
10 3,109,337 1,857,778
- 3,403,695

(770,956,982) (641,847,397)

1,352,981 135,211

2,042,096 (3,626,181)

2,572,660 (4,928,232)

(716.251) 3,778,524

42,420,175 14,665,544

(33,013,139) (45,958,693)

24,693,693 (2,540,351)

15 698,811,044 611,199,927
5,638,461 (963,209)

- 965,000

16 1,400,405 -
(25,754,857) (69,119,857)

(19,062,785) (30,641,446)

(192,335) (393,447)

10,646,042 B}

(34,363,935) (100,154,750)




California WOW Xperience Public Company Limited
Statements of Cash Flows (Cont’d)

As at 31 December 2011 and 20103

Restated
201 2010
Notes Baht Baht
Cash flows from investing activities:
Cash payment for purchases of leasehold improvement and equipment (5,696,764) (7,991,763)
Proceeds from disposal of equipment 947,213 15,888
Cash payment for acquisition of intangible assets 12 (70,086) (417,282)
Cash received from refunded deposits for leasehold 140,000 -
Cash payment for deposits for leaseholds (190,000) (612,897)
Net cash used in investing activities (4,869,637) (9,006,054)
Cash flows from financing activities:
Proceeds from issuance of ordinary shares 19 - 112,666,093
Proceeds from bank overdrafts and short-term borrowings from
financial institutions 1,074,346 (16,605)
Proceeds from short-term borrowings - other 13 5,000,000 -
Proceeds from short-term borrowings - related party 18 26,600,000 -
Repayment to short-term borrowings - related party 18 (200,000) -
Repayment to obligation under finance lease agreements (5,116,553) (6,918,673)
Repayment to debts from restructuring (2,676,775) -
Repayment to long-term borrowings - (11,348,543)
Net cash generated from financing activities 24,781,018 94,382,272
Net decrease in cash and cash equivalents (14,452,554) (14,778,532)
Cash and cash equivalents at beginning of year 19,741,419 34,519,951
Cash and cash equivalents at end of year 5,288,865 19,741,419
Significant non-cash transactions
Payable arisen from purchases of leasehold improvement and equipment 11,409,181 14,751,077

Purchases of vehicle under finance lease 2,286,839 -

The notes on pages 172 to 203 are an integral part of these financial statements.
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

1. General information

California WOW Xperience Public Company Limited (the “Company”) is a public limited company, which
incorporated and resident in Thailand and listed on the Stock Exchange of Thailand. The address of

the Company'’s registered office is as follows:
191 Silom Complex Building, 20th Floor, Silom Road, Bangrak, Bangkok, 10500.

The principal business operations of the Company is engaging in business of fitness center services

and other related services.
Financial position

The Company incurred a net comprehensive loss of Baht 242.81 million for the year ended 31
December 2011, and as of that date the Company’s total current liabilities exceeded its total current
assets by Baht 804.86 million. Total shareholders’ equity as of that date was in negative amount of

Baht 472.91 million. The Company’s borrowings mainly are overdue.

During 2010, TMB Bank Public Company Limited and Bank of Ayudhya Public Company Limited filed
lawsuits against the Company and. the Court ordered the Company to repay the overdue borrowings
principal and defaulted interests totalling Baht 183.82 million, together with the related legal and lawyer
fees (Note 24.3).

Because the shareholders’ equity was in negative of Baht 225.29 million, as at 31 December 2010,
SET has posted a Non-Compliance sign (NC) and a Suspension sign (SP) on the Company’s securities

in 2011 until those issues are resolved.

In January 2012, Bangkok Bank Public Company Limited has made notice to the Company to terminate
all loan agreements and request repayment of defaulted borrowings principal and interest totalling Baht

72.94 million.

During the last quarter of 2011, the Company signed the debt restructuring agreement with Siam
Commercial Bank Public Company Limited in respect of the borrowings principal totalling Baht 176
million. The restructuring involves continuation of debts with a modification of repayment terms over
the period of 6 years. The Company also concluded with SMFL Leasing (Thailand) Co., Ltd. for the
extension of the repayments terms of the finance lease liabilities totalling Baht 28.78 million. The
restructuring involves continuation of debts with a modification of repayment terms over the period of
41 months (Note 13).
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

1. General information (Cont’d)

The Company’s ability to continue as a going concern is dependent upon achieving future revenue and
the continuing support of its shareholders and lenders. The Company’s management is continuously
monitoring its operations and cash flows and has prepared their 5 year business plan for the period of
2012 to 2016 consisting of expected future cash flows based on change in business model to increase
dues and prepaid dues membership, every effort will be taken to reduce operating costs to lower its
break-even point, downsizing non performance clubs, focusing more co-promotional activities with other
public service providers to generate more sales and finding of new source of fund to improve financial
and liquidity situation and the proposed restructuring of liabilities to landlords. Besides, the Company
is in the process of negotiation with banks to reschedule the debt and/or find new source of funds to
repay debts to such banks. The Company is looking for an independent financial advisor to prepare
rehabilitation plan to remedy the cause of delisting and cooperate with the advisor in organizing a
meeting to present the plan to financial analysts and shareholders for shareholder approval. These
situations; however, indicate the existence of multiple material uncertainties which may cast significant
doubt on the Company’s ability to continue as a going concern and as a result, the Company may be
unable to realise its assets and discharge its liabilities in the normal course of business. The Company’s
management are still optimistic about the possible outcome of the business plan and has prepared the

financial statements on a going concern basis.

These financial statements were authorised for issue by the Board of Directors on 24 February 2012.

2. Accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out

below:

21 Basis of preparation

The financial statements have been prepared in accordance with Thai generally accepted
accounting principles under the Accounting Act B.E. 2543, being those Thai Financial Reporting
Standards issued under the Accounting Profession Act B.E. 2547, and the financial reporting
requirements of the Securities and Exchange Commission under the Securities and Exchange
Act.

The financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with Thai generally accepted accounting
principles requires the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the Company’s accounting policies. The
areas involving a higher degree of judgement or complexity, or areas where assumptions and

estimates are significant to the financial statements are disclosed in Note 4.

o
4
L
'_
Z
L
o
()]
o)
L
Z
=
TN
o
z
%
a
—
x
(e}
=
L
T
'_




California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

21 Basis of preparation (Cont’d)

Where necessary, comparative figures have been adjusted to conform with changes in prepara-
tion in the current year. To comply with the announcement of Department of Business Devel-
opment Regulation dated 7 November 2011 in relation to the format of Financial Statements

B.E. 2554, the Company reclassified trade account and other receivables and payables for 2010

as follows:
2010
Baht
Trade account and other receivables
As previously reported
Trade accounts receivable, net 1,485,441
Prepaid expenses 18,783,367
Prepaid income tax 14,378,560
Reclassified to
Trade and other receivables 34,647,368
Trade account and other payables
As previously reported
Trade accounts payable 56,111,628
Amounts due to related parties 68,561,330
Other payable 24,003,682
Accrued expenses 90,869,868
Reclassified to
Trade and other payables 239,546,508

An English version of the financial statements have been prepared from the statutory financial
statements that are in the Thai language. In the event of a conflict or a difference in
interpretation between the two languages, the Thai language statutory financial statements shall

prevail.
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

2.2 New accounting standards, new financial reporting standards, new interpretation,

amendments to accounting standards and accounting framework

a) New accounting standards, new financial reporting standards, new interpretation and
amendments to accounting standards effective for the periods beginning on or after

1 January 2011 and adopted by the Company:

TAS 1 (Revised 2009) Presentation of Financial Statements
TAS 2 (Revised 2009) Inventories
TAS 7 (Revised 2009) Statement of Cash Flows

TAS 8 (Revised 2009) Accounting Policies, Changes in Accounting Estimates

and Errors
TAS 10 (Revised 2009) Events after the Reporting Period
TAS 11 (Revised 2009) Construction Contracts
TAS 16 (Revised 2009) Property, Plant and Equipment
TAS 17 (Revised 2009) Leases
TAS 18 (Revised 2009) Revenue
TAS 19 Employee Benefits
TAS 23 (Revised 2009) Borrowing Costs
TAS 24 (Revised 2009) Related-Party Disclosures
TAS 26 Accounting and Reporting by Retirement Benefit Plans
TAS 27 (Revised 2009) Consolidated and Separate Financial Statements
TAS 28 (Revised 2009) Investments in Associates
TAS 29 Financial Reporting in Hyperinflationary Economies
TAS 31 (Revised 2009) Interests in Joint Ventures
TAS 33 (Revised 2009) Earnings per Share
TAS 34 (Revised 2009) Interim Financial Reporting
TAS 36 (Revised 2009) Impairment of Assets
TAS 37 (Revised 2009) Provisions, Contingent Liabilities and Contingent Assets
TAS 38 (Revised 2009) Intangible Assets
TAS 40 (Revised 2009) Investment Property
TFRS 2 Share-based Payment
TFRS 3 (Revised 2009) Business Combinations
TFRS 5 (Revised 2009) Non-current Assets Held-for-sale and Discontinued Operations

TFRS 6 Exploration for and Evaluation of Mineral Resources
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TSIC 31 Revenue - Barter Transactions Involving Advertising Services
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

2.2

New accounting standards, new financial reporting standards, new interpretation,

amendments to accounting standards and accounting framework (Cont’d)

The following new and amendments to accounting standards are mandatory for the first time

for the financial year beginning 1 January 2011

TAS 1 (Revised 2009): The revised standard will prohibit the presentation of items of income
and expenses in the statement of changes in equity, requiring ‘non-owner changes in equity’
to be presented separately from owner changes in equity. Entities can choose whether to present
one statement (the statement of comprehensive income) or two statements (the statement of
income and statement of comprehensive income). Where entities restate or reclassify
comparative information, they will be required to present a restated statement of financial
position as at the beginning of the comparative period in addition to the current requirement
to present statement of financial position at the end of the current period and comparative
period. However, for the financial statements whose period begins on or after 1 January 2011,
and which period is the first to apply this standard, an entity can choose to present statement
of financial position only two statements without the statement of financial position as at the
beginning comparative period . The Company has adopted TAS 1 (Revised 2009) with effect
from 1 January 2011. The Company chooses to present a single statement of comprehensive

income.

TAS 16 (Revised 2009): The revised standard requires the entity to include in cost of PPE an
initial estimate of the costs of dismantling and removing the item and restoring the site on
which it is located, when the entity has the obligation to do so. For an item of PPE with a
cost that is significant in relation to the total cost of the item, an entity is required to
depreciate the item separately. The revised standard also requires an entity to review useful
life, residual value and depreciation method at least at each financial year-end. The Company
has adopted this standard with effect from 1 January 2011, and the Company adjusted the
impact from revised standard retrospectively. The impacts on the financial statements can be

summarised as follows:

Baht
Statement of financial position as at 1 January 2010
Increase in cost of leasehold improvement 10,231,239
Increase in accumulated depreciation of leasehold improvement (1,438,135)
Increase in leasehold improvement, net 8,793,104
Increase in other non-current liabilities (12,126,817)
Increase in deficits (3,333,714)



California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2.

Accounting policies (Cont’d)

2.2

New accounting standards, new financial reporting standards, new interpretation,

amendments to accounting standards and accounting framework (Cont’d)

Baht
Statement of financial position as at 31 December 2010
Increase in cost of leasehold improvement 10,231,239
Increase in accumulated depreciation of leasehold improvement (1,847,385)
Increase in leasehold improvement, net 8,383,854
Increase in other non-current liabilities (12,384,103)
Increase in deficits (4,000,249)
Statement of comprehensive income

for the year ended 31 December 2010

Increase in finance cost 257,286
Increase in depreciation expenses 409,250

There was no significant impact on the basic loss per share.

TAS 19: This deals with accounting for employee benefits. The standard classifies employee
benefits into four categories: (a) short-term employee benefits; (b) post-employment benefits
(including defined contribution plan and defined benefit plan); (c) other long-term employee
benefits; and (d) termination benefits. The standard requires the entity to measure the defined
benefit plan and other long-term employee benefits by using the Projected Unit Credit method
(PUC). An entity can choose to recognise any actuarial gain or loss for a defined benefit plan
either in other comprehensive income or profit and loss. Actuarial gain or loss for other long-
term employee benefits shall be recognised in profit and loss. The Company has adopted this
standard from 1 January 2011, and the Company adjusted the impact from adoption of new
accounting standard against opening retained earnings. The impacts on the financial statements

can be summarised as follows:

Baht

Statement of financial position as at 1 January 2011
Increase in accrued expenses (228,731)
Increase in retirement benefit obligation - long-term (4,579,492)
Increase in deficits (4,808,223)
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

2.2 New accounting standards, new financial reporting standards, new interpretation,

amendments to accounting standards and accounting framework (Cont’d)

TAS 24 (revised 2009): The definition of ‘related party’ has been expanded to include parties
with joint control over the entity, a joint venture in which the entity is a venture, and a
post-employment benefit plan for the benefit of employees of an entity. The Company has adopt
the revised standard with effect from 1 January 2011, which may have an impact only on the

disclosure of related parties’ information in the notes to financial statements.

b) New accounting standards and amendments to accounting standards that are not yet

effective and have not been early adopted by the Company:
Effective for the periods beginning on or after 1 January 2013

TAS 12 Income taxes

TAS 20 (Revised 2009) Accounting for Government Grants and Disclosure
of Government Assistance

TAS 21 (Revised 2009) The Effects of Changes in Foreign Exchange Rates

TSIC 10 Government Assistance - No Specific Relation to
Operating Activities

TSIC 21 Income Taxes - Recovery of Revalued
Non-Depreciable Assets

TSIC 25 Income Taxes - Changes in the Tax Status of an

Entity or its Shareholders

TAS 12: This deals with taxes on income, comprising current tax and deferred tax. Current
tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation authorities, using tax rates and tax law that have been enacted or
substantively enacted by the end of the reporting period. Deferred taxes are measured
based on the temporary difference between the tax base of an asset or liability and its
carrying amount in the financial statements and using the tax rates that are expected to
apply to the period when the asset is realised or the liability is settled, based on tax rates
and tax law that have been enacted or substantively enacted by the end of the reporting
period. The Company will apply this standard retrospectively with effect from 1 January
2013, with the expectation of incurring a deferred tax account and changes in retained
earnings and income tax expense. The management is currently assessing the impact of

applying this standard.
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

28

2.4

2.5

2.6

Foreign currency translation

Items included in the financial statements are measured using Thai Baht. The financial

statements are presented in Thai Baht.

Foreign currency transactions are translated into Thai Baht using the exchange rates prevailing
at the date of the transaction. Monetary assets and liabilities denominated in foreign currency
are translated to Thai Baht at the exchange rate prevailing at the statement of financial position
date. Gains and losses resulting from the settlement of foreign currency transactions, and from
the translation of monetary assets and liabilities denominated in foreign currencies, are

recognised in the profit or loss.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other
short-term highly liquid investments with original maturities of three months or less from the

date of acquisition.

Trade accounts receivable

Trade accounts receivable are carried at the original invoice amount and subsequently measured
at the remaining amount less any allowance for doubtful receivables based on a review of all
outstanding amounts at the year end. The amount of the allowance is the difference between
the carrying amount of the receivable and the amount expected to be collectible. Bad debts
are written off during the year in which they are identified and recognised in profit or loss

within administrative expenses.

Inventories

Inventories are stated at the lower of cost or net realisable value. Cost is determined by the
first-in, first-out method. The cost of purchase comprises both the purchase price and costs
directly attributable to the acquisition of the inventory, such as import duties and transportation
charges, less all attributable discounts, allowances or rebates. Net realisable value is the
estimate of the selling price in the ordinary course of business, less applicable variable selling
expenses. Allowance is made, where necessary, for obsolete, slow moving and defective

inventories.
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

2.7

2.8

Leasehold improvements and equipment

Leasehold improvements and equipment are stated at historical cost less accumulated
depreciation. Depreciation is calculated on the straight-line basis to write off the cost of each

asset, to its residual value over the estimated useful life or, if it is shorter, the lease term, as

follows:
Leasehold improvements Lease period but not over 10 years
Fitness equipment 7 years
Furniture, fixture and office equipment 5 years
Computer hardware 5 years
Motor vehicles 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the

end of each reporting period.

The assets’ carrying amount is written-down immediately to its recoverable amount if the asset’s

carrying amount is greater than its estimated recoverable amount (Note 2.9).

Gains and losses on disposals are determined by comparing proceeds with the carrying amount

and are recognised within other (losses)/gains - net’ in profit or loss.

Intangible assets
Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire
and bring to use the specific software. These costs are amortised over their estimated useful

lives being 3 years.

Costs associated with maintaining computer software programmes are recognised as an expense
as incurred. Development costs that are directly attributable to the design and testing of
identifiable and unique software products controlled by the Company and will probably generate
economic benefits exceeding costs beyond one year, are recognised as intangible assets. Direct
costs include staff costs of the software development team and an appropriate portion of

relevant overheads.
Other intangible assets

Expenditure on acquired Television Programs and other license are capitalised and amortised

using the straight-line basis over their useful lives as follows:

Television programs 3 - 5 years

Other license contract period but not over 10 years



California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

2.9

2.10

2.1

Impairment of assets

Leasehold improvement and equipment and other non-financial assets, including intangible assets
that are subject to amortisation are reviewed for impairment losses whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the carrying amount of the assets
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest level for which there are separately identifiable cash flows. Non-financial
assets other than goodwill that suffered an impairment are reviewed for possible reversal of

the impairment at each reporting date.

Leases - where Company is the lessee

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to profit or loss on a straight-line basis over

the period of the lease.

Leases of equipment where the Company has substantially all the risks and rewards of
ownership are classified as finance leases. Finance leases are capitalised at the inception of
the lease at the lower of the fair value of the leased equipment and the present value of the

minimum lease payments.

Each lease payment is allocated between the liability and the finance charges so as to achieve
a constant rate on the finance balance outstanding. The corresponding rental obligations, net
of finance charges, are included in other long-term payables. The interest element of the finance
cost is charged to profit or loss over the lease period so as to achieve a constant periodic rate
of interest on the remaining balance of the liability for each period. The equipment acquired
under finance leases is depreciated over the shorter period of the useful life of the asset and

the lease term.

Troubled debt restructuring (where the Company is the debtor)

Where the debt restructuring involves modification of terms of payables, the Company accounts
for the effects of the restructuring prospectively from the time of restructuring and does not
change the carrying amount of the payable at the time of the restructuring unless the carrying
amount exceeds the total undiscounted future cash payment specified by the new terms. If it
does exceed the total undiscounted future cash payment, the carrying amount of the payable
is reduced to the amount equal to the total undiscounted future cash payments specified by
the new terms and a gain on restructuring is recognised in the statement of comprehensive

income insofar as the amount is determinable.
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

212

213

Employee benefits
Pension obligations

The Company operate a pension scheme which is defined benefit plan and is determined by
periodic actuarial calculations. A defined benefit plan is a pension plan that is not a defined
contribution plan. Typically defined benefit plans define an amount of pension benefit that an
employee will receive on retirement, usually dependent on one or more factors such as age,

years of service and compensation.

The liability recognised in the statement of financial position in respect of defined benefit
pension plans is the present value of the defined benefit obligation at the end of the reporting
period less the fair value of plan assets, together with adjustments for unrecognised
past-service costs. The defined benefit obligation is calculated annually by independent
actuaries using the projected unit credit method. The present value of the defined benefit
obligation is determined by discounting the estimated future cash outflows using market yield
of government bonds that are denominated in the currency in which the benefits will be paid,

and that have terms to maturity approximating to the terms of the related pension liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to equity in other comprehensive income in the period in

which they arise.

Past-service costs are recognised immediately in income, unless the changes to the pension
plan are conditional on the employees remaining in service for a specified period of time (the
vesting period). In this case, the past-service costs are amortised on a straight-line basis over

the vesting period.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as
a result of past events; it is probable that an outflow of resources will be required to settle
the obligation; and the amount has been reliably estimated. Restructuring provisions comprise
lease termination penalties and employee termination payments. Provisions are not recognised

for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the

same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the obligation. The increase in the provision due to

passage of time is recognised as interest expense.



California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

2.14

2.15

2.16

Deferred expenses

Deferred expenses are commission expenses which are paid to Personal Trainers. These costs

are deferred and amortised over the average expected service period.

Revenue recognition

Revenues of the Company consists principally enrolment fee, processing fee, assessment fee

monthly dues membership and term membership dues.

Enrollment fee of monthly dues membership, and processing fee and assessment fee are

recognised at the transaction date.

Enrollment fee of term membership is recognised partially as revenue at the transaction date
according to certain type of services provided to the first time enrollment member. The
remaining balance and term membership dues paid in advance are deferred and recognised as

revenue based on membership agreement period.

Enrollment fee of term membership with permanent renewal option is recognised partially as
revenue at the transaction date according to certain type of services provided to the first time
enrollment member. The remaining balance and term membership dues paid in advance are
deferred and recognised as revenue based on the estimated average member relationship

period according to the Company’s experience.

Monthly dues membership are recognised as revenue in the period in which services are

provided.

Additional services from Personal Trainers, Kick Fit, Vibro, Yoga, Pilates sessions paid in advance

are deferred and recognised as revenue based on contracts.
Other revenues

Interest income is recognised on a time proportion basis, taking into account of the principal
outstanding and the effective rate over the period to maturity, when it is determined that such

income will accrue to the Company.

Licene Fee and Sponsorship Fee are recognised on an accrual basis in accordance with the

substance of the relevant agreements.

Income tax

The Company calculates income tax in accordance with the Revenue Code and records income
tax on an accrual basis. The Company does not recognise income tax payable or receivable
in future periods with respect to temporary differences arising between the tax bases of assets

and liabilities and their carrying amounts in the financial statements.
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

2. Accounting policies (Cont’d)

217

Dividends paid

Dividends paid are recorded in the financial statements in the period in which they are approved

by the shareholders.

3. Financial risk management

3.1

Financial risk factors

The Company’s activities expose it to a variety of financial risks, including credit risk, foreign

exchange risk, interest rate risk, and liquidity risk. The Company’s overall risk management

programme focusses on the unpredictability of financial markets and seeks to minimise potential

adverse effects on the financial performance of the Company.

3.1.1

3.1.2

3.1.3

Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations
resulting in a financial loss to the Company. Concentrations of credit risk with respect
to trade account receivables are limited due to the Company has dispersed customer

base.
Foreign exchange risk

Foreign exchange risk arises from the change in foreign currency exchange rate to
have an adverse effect on the Company in the current reporting period and in the
future years. The Company does not expect to incur material incremental effect from
changes in exchange rates to the financial statements and the results of its

operations.
Interest rate risk

Interest rate risk of bank overdrafts and short-term borrowings from financial
institutions, and long-term borrowings in the statement of financial position arises from
the potential for a change in interest rate to have an adverse effect on the Company
in the current reporting period and in future years. The Company has no significant
interest-bearing assets. The Company may incur loss from interest rate change as all

of the Company’s borrowings carried variable rates of interest.



California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

3. Financial risk management (Cont’d)

3.1 Financial risk factors (Cont’d)
3.1.4 Liquidity risk

The Company’s liquidity risk is mainly induced by its maturing financial debts, as well
as by payment relating to the operating activities. To reduce its exposure to
liquidity risk, the Company’s management has been negotiating with lenders to enter
into a trouble debt restructuring and has been searching for new investors. Besides,

the management has also provided daily cash flows as to monitor cash for operation.

3.2 Accounting for hedging activities
3.21 Fair value estimation

The fair value of financial assets and liabilities with a maturity of less than one year
are approximate their book values. Long-term borrowings carried an interest
approximately at the default and market interest rate. Management believed that their

net book values are assumed to approximate their fair value.

4. Critical accounting estimates, assumptions and judgements

4.1 Critical accounting estimates, assumptions

Estimates and judgements are continually evaluated by management and are based on historical
experience and other factors, including expectations of future events that are believed to be

reasonable under the circumstances.
411 Impairment of receivables

The Company records an allowance for doubtful accounts which is equivalent to the
estimated collection losses that may be incurred in the collection of all receivables.
The estimated losses are based on historical collection experience combined with a

review of all outstanding receivables at the balance sheet date.
4.1.2 Leasehold improvements and equipment and intangible assets

Management determines the estimated useful lives and residual values for the
Company’s leasehold improvements and equipment and intangible assets. Management
will revise the depreciation charge where useful lives are different to previously
estimated, or it will write off or write down technically obsolete or assets that have

been abandoned or sold.
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

4. Critical accounting estimates, assumptions and judgements (Cont’d)

4.1

Critical accounting estimates, assumptions (Cont’d)

4.1.3

4.1.4

4.1.5

Pension benefits

The present value of the pension obligations depends on a number of factors that
are determined on an actuarial basis using a number of assumptions. The assumptions
used in determining the net cost (income) for pensions include the discount rate. Any
changes in these assumptions will have an impact on the carrying amount of pension

obligations.

The Company determines the appropriate discount rate at the end of each year. This
is the interest rate that should be used to determine the present value of estimated
future cash outflows expected to be required to settle the pension obligations. In
determining the appropriate discount rate, the Company considers the market yield of
government bonds that are denominated in the currency in which the benefits will be
paid, and that have terms to maturity approximating the terms of the related pension

liability.

Other key assumptions for pension obligations are based in part on current market

conditions. Additional information is disclosed in Note 16.
Estimated impairment of leasehold improvement

The Company considers annually whether leasehold improvement and equipment has
suffered any impairment, in accordance with the accounting policy stated in Note 2.9.
The recoverable amounts of cash-generating units have been determined based on

value-in-use calculations. These calculations require the use of estimates (Note 11).
Estimated average member relationship period

Management determines the average member relationship period based on the
Company’s experience. The estimated average member relationship period is reviewed
annually by comparing with the actual renewal statistic and will be revised if the

difference is significant.

If the estimated average member relationship had been 5% higher than management’s
estimates at 31 December 2011 (83% instead of 79%), the Company would have
reduced the revenue recognised for the year ended 31 December 2011 by Baht 151.64

million.

If the estimated average member relationship had been 5% less than management’s
estimates at 31 December 2011 (75% instead of 79%), the Company would have
recognised an increase in revenue for the year ended 31 December 2011 by Baht

66.49 million.



California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

4. Critical accounting estimates, assumptions and judgements

4.2 Critical judgements in applying the entity’s accounting policies

4.21

4.2.2

Applying going concern basis

The Company’s financial position and circumstances described in Note 1 indicate the
existence of multiple material uncertainties which may cast significant doubt on the
Company’s ability to continue as a going concern. The Company’s management are
optimistic about the possible outcome of the business plan. Therefore, the financial

statements have been prepared on a going concern basis.
Revenue recognition - term membership with permanent renewal option

The Company recognises the revenue from term membership with premanent
renewal option based on the average member relationship period estimated on the

basis described in Note 4.1.5.

5. Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue

as a going concern in order to provide returns for shareholders and benefits for other stakeholders and

to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends

paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

6. Segment reporting

The Company engages in the business of fitness center services and other related services and only

operates in Thailand which represents only one business segment. Therefore, the segment information

is not necessary to be presented.

7. Cash and cash equivalents
20M 2010
Baht Baht
Cash on hand 1,479,500 1,480,500
Deposits held at call with banks 3,809,365 18,260,919
Total cash and cash equivalents 5,288,865 19,741,419

The interest rates on deposits held at call with banks are ranging from 0.5% to 0.875% per annum

(2010: 0.25% to 0.75% per annum).
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

8. Trade and other receivables, net

Trade accounts receivable

Less Allowance for doubtful accounts
Trade accounts receivable, net

Amount due from related party (Note 18)
Prepaid expenses

Prepaid income tax

Trade and other receivables

All trade accounts receivable, net, are overdue less than 1 month.

9. Inventories

Finished goods

During 2011, Baht 1.75 million (2010: nil) was charged to the

lost inventories.

10. Prepaid rents

For the year ended 31 December 2011
Opening net book value

Write-off (Note 22)

Amortisation (Note 22)

Closing net book value

Current portion of prepaid rents due within one year

Long-term portion of prepaid rents

201 2010
Baht Baht
932,315 2,285,296
(324,315) (799,855)
608,000 1,485,441
6,582,450 -
9,628,257 18,783,367
3,924,853 14,378,560
20,743,560 34,647,368
201 2010
Baht Baht
407,742 4,200,000

statement of comprehensive income for

Baht

92,518,375

(3,109,337)

(6,482,804)

82,926,234

2011 2010

Baht Baht
6,433,436 6,579,481
76,492,798 85,938,894
82,926,234 92,518,375

At 31 December 2011 and 2010, leased building rights for existing clubs are used as collateral for

long-term borrowings (Note 13)

During 2011, the Company’s management completes downsizing three fitness clubs’ space, one of which

has prepaid rents.

Therefore, the prepaid rents of Baht 3.11 million were written off.



California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

11. Leasehold improvement and equipment, net
Furniture,
fixtures and
Leasehold Fitness office Computer Motor Construction
improvement equipment equipment hardware vehicles in progress Total
Baht Baht Baht Baht Baht Baht Baht

As at 1 January 2010 - restated
Cost 1,638,602,750 438,676,554 119,406,593 29,223,364 3,769,475 540,845 2,230,219,581
Less Accumulated depreciation (627,809,180) (248,390,197) (82,560,502) (20,187,902) (2,440,811) - (981,388,592)

Allowance for impairment (17,971,161) - - - - - (17,971,161)
Net book amount 992,822,409 190,286,357 36,846,091 9,035,462 1,328,664 540,845 1,230,859,828
For the year ended 31 December 2010

- restated

Opening net book amount 992,822,409 190,286,357 36,846,091 9,035,462 1,328,664 540,845 1,230,859,828
Additions 4,317,034 2,636,769 1,485,326 60,420 - 393,750 8,793,299
Disposal - - (5,188) - - - (5,188)
Write-off (Note 22) (29,495,203) - (3,620) - - - (29,498,823)
Reverse impairment charge (Note 22) 17,971,161 - - - - - 17,971,161
Impairment charge (Note 22) (95,963,792) - - - - - (95,963,792)
Depreciation (Note 22) (159,925,800) (55,865,028) (19,361,699) (4,062,776) (753,482) - (239,968,785)
Closing net book amount 729,725,809 136,958,098 18,960,910 5,033,106 575,182 934,595 892,187,700
As at 31 December 2010 - restated
Cost 1,602,189,065 441,213,323 120,858,100 29,283,784 3,769,475 934,595 2,198,248,342
Less Accumulated depreciation (776,499,464) (304,255,225) (101,897,190) (24,250,678) (3,194,293) - (1,210,096,850)

Allowance for impairment (95,963,792) - - - - - (95,963,792)

Net book amount 729,725,809 136,958,098 18,960,910 5,033,106 575,182 934,595 892,187,700

THE WORLD'S NO.1 FITNESS CENTERS
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California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

1.

For the year ended 31 December 2011
Opening net book amount

Additions

Transfer in/(out)

Disposal

Write-off (Note 22)

Impairment charge (Note 22)
Depreciation (Note 22)

Closing net book amount

As at 31 December 2011

Cost

Less Accumulated depreciation
Allowance for impairment

Net book amount

Leasehold improvement and equipment, net (Cont’d)

Furniture,

Leasehold Fitness fixtures and Computer Motor Construction
improvement equipment  office equipment hardware vehicles in progress Total
Baht Baht Baht Baht Baht Baht Baht
729,725,809 136,958,098 18,960,910 5,033,106 575,182 934,595 892,187,700
149,500 124,074 149,639 25,675 2,989,720 1,905,980 5,344,588
784,840 - - - - (784,840) -
- (74,930) - - (9,054) - (83,984)
(42,873,584) (13,775) (26,173) - - - (42,913,532)
(4,970,325) - - - - - (4,970,325)
(125,333,067) (54,295,932) (11,325,768) (2,923,649) (883,767) - (194,762,183)
557,483,173 82,697,535 7,758,608 2,135,132 2,672,081 2,055,735 654,802,264
1,495,424,321 440,408,850 120,846,425 29,309,459 2,989,720 2,055,735 2,091,034,510
(837,007,031) (357,711,315) (113,087,817) (27,174,327) (317,639) - (1,335,298,129)
(100,934,117) - - - - - (100,934,117)
557,483,173 82,697,535 7,758,608 2,135,132 2,672,081 2,055,735 654,802,264




California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

1.

Leasehold improvement and equipment, net (Cont’d)

As at 31 December 2011, costs of the assets which are fully depreciated but still in use, are

amounting to Baht 313.89 million (2010: Baht 99.4 million).

Depreciation expense of Baht 189,427,770 (2010: Baht 233,338,781) has been charged to cost of
services and Baht 5,334,413 (2010: Baht 6,630,004) to administrative expenses.

During 2011, the Company downsizing three fitness club’s space and related leasehold improvement

was written-off amounting to Baht 42.9 million (2010: Baht 29.5 million).

The impairment charge of Baht 100,934,117 for leasehold improvement comprises an impairment loss
of Baht 95,963,792 which was made in 2010 as a result of forecasted operating losses and

additional impairment loss in 2011 of Baht 4,970,325 as a result of downsizing club space.

The recoverable amount was determined at the cash generating unit (CGU) level being each fitness

club.

The recoverable amount of a CGU is determined based on value-in-use calculation. These calculations
use pre-tax cash flow projection based on financial plans approved by management covering a five-year
period. Cash flows beyond the five-year period are extra prorated using the estimated growth rates
stated below. The growth rate does not exceed the long-term average growth rate for business in

which the CGU operates.

The key assumptions used for value-in-use calculations are as follows:

2011 2010
Growth rate 2.5% 2.5%
Discount rate 10.78% 10.62%

These assumptions have been used for the analysis of each CGU. Management determined financial
plan based on past performance and its expectations of market development. The growth rate used
is consistent with the historical information. The discount rate used is pre-tax and is estimated from

the Weighted Average Cost of Capital (WACC) of the Company.

Additions during the year include Baht 2,989,720 (2010: nil) assets leased under finance leases (where

the Company is the lessee).

Leased assets included above, where the Company is a lessee under finance lease, comprise fitness

equipment and motor vehicle as follows:

2011 2010

Fitness Motor Fitness Motor

equipment vehicle equipment vehicle

Cost 143,272,250 2,989,720 143,272,250 -
Less Accumulated depreciation (123,131,762) (317,639) (104,861,446) -
Net book amount 20,140,488 2,672,081 38,410,804 -

There is no borrowing costs capitalised during 2011 and 2010.
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12. Intangible assets, net
Television
Software program License fee Total
Baht Baht Baht Baht
As at 1 January 2010
Cost 10,609,564 10,728,974 6,192,110 27,430,648
Less Accumulated amortisation (9.488,908) (8,702,255) (4,663,431) (22,854,594)
Net book amount 1,020,656 2,026,719 1,628,679 4,576,054
For the year ended
31 December 2010
Opening net book amount 1,020,656 2,026,719 1,528,679 4,576,054
Additions 16,590 - 400,692 417,282
Amortisation (Note 22) (724,180) (1,344,306) (673,425) (2,741,911)
Closing net book amount 313,066 682,413 1,255,946 2,251,425
As at 31 December 2010
Cost 10,626,154 10,728,974 6,592,802 27,847,930
Less Accumulated amortisation (10,213,088) (10,046,561) (5,336,856) (25,596,505)
Net book amount 313,066 682,413 1,255,946 2,251,425
For the year ended
31 December 2011
Opening net book amount 313,066 682,413 1,255,946 2,251,425
Additions 70,086 - - 70,086
Amortisation (Note 22) (288,979) (682,322) (248,921) (1,220,222)
Closing net book amount 94173 91 1,007,025 1,101,289
As at 31 December 2011
Cost 10,596,240 10,728,974 6,592,802 27,918,016
Less Accumulated amortisation (10,502,067) (10,728,883) (5,585,777) (26,816,727)
Net book amount 94173 91 1,007,025 1,101,289
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For the years ended 31 December 2011 and 2010

13. Borrowings
201 2010
Baht Baht

Current
Bank overdrafts 15,000,000 25,107,093
Short-term borrowings from financial institutions 50,000,000 100,000,000
Total bank overdrafts and short-term borrowings

from financial institutions 65,000,000 125,107,093
Short-term borrowings - other 125,916,012 -
Current portion of long-term borrowings

Bank borrowings 61,061,453 296,796,026

Debts from restructuring 19,325,283 -

Finance lease liabilities 535,723 33,193,509
Short-term borrowing - related party (Note 18) 26,400,000 -
Total current borrowings 298,238,471 455,096,628
Non-current
Debts from restructuring 205,783,903 -
Finance lease liabilities 1,751,116 -
Total non-current borrowings 207,535,019 -
Total borrowings 505,773,490 455,096,628

Short-term borrowings from financial institutions are in form of promissory note and has maturity date
on 16 December 2011 (2010: on 26 November 2009 and 15 February 2011). The short-term

borrowings are unsecured.

The movements in bank borrowings can be analysed as follows:

2011 2010

Baht Baht
Opening balance 296,796,026 308,144,569
Transferred to debts from restructuring (126,000,000) -
Transferred to short-term borrowings - other (109,734,573) -
Repayment - (11,348,543)
Closing amount 61,061,453 296,796,026

During 2011, Bank of Ayudhya Public Company Limited has assigned all debts to an asset management
company. Debts assigned include, bank overdraft of Baht 11,181,439 and bank borrowing of Baht
109,734,573, totalling Baht 120,916,012. These debts are secured by the pledges of rights to certain

o
4
L
'_
Z
L
o
[%)]
o)
L
zZ
=
TN
o
z
N
a
—
x
(e}
=
L
T
'_

lease agreements of existing clubs (Note 10).




o
4
L
'_
Z
L
o
[%)]
o)
L
Z
E=
TN
e}
z
€
a
—
x
(e}
=
L
T
'_

California WOW Xperience Public Company Limited

Notes to the Financial Statements
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13

13.

Borrowings (Cont’d)

In December 2011, the Company entered into a Baht 5 million loan agreement with a third party. This
loan is presented as short-term borrowings-other. The loan is unsecured and the repayment term is on

demand.
Debts from restructuring

On 31 August 2011, the Company concluded a debt restructuring agreement with Siam Commercial
Bank Public Company Limited covering outstanding borrowings totalling Baht 198,876,207 including
interest payable up to the date of restructuring. The restructuring term involves continuation of debts

with a modification of repayment terms over the period of 6 years.

On 30 August 2011, the Company concluded a debt restructuring agreement with SMFL Leasing
(Thailand) Co., Ltd. for the finance lease liabilities totalling Baht 28,779,837. The restructuring term

involves an extension of repayment terms over the period of 41 months.

Maturity of debts from restructurings:

201 2010

Baht Baht

Later than 1 year but not later than 2 years 31,525,918 -
Later than 2 years but not later than 5 years 124,807,471 -
Later than 5 years 49,450,514 -
205,783,903 -

The interest rate exposure on the borrowings of the Company (except finance lease liabilities) is as

follows:
201 2010
Baht Baht
Borrowings:
- at fixed rates (default rate) 246,977,465 421,903,119
- at floating rates 230,306,125 -
Total borrowings 477,283,590 421,903,119

Borrowings (Cont’d)



California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

The effective interest rates at the statement of financial position date were as follows:

20M 2010

Bank overdrafts 7.50% 6.375% and 15.00%
Short-term borrowings from financial institutions 15.00% 15.00%
Short-term borrowings others MLR+1 and 15.00% -
Bank borrowings 156.50% and 15.00% 15.50% and 15.00%
Debts from restructurings MLR and 6.65% -
Finance lease liabilities 6.75% 7.25%

Short-term borrowing-related party MLR+1 -
Finance lease liabilities

Finance lease liabilities - minimum lease payments:

20M 2010

Baht Baht

Within 1 year 673,671 33,193,509
Later than 1 year but not later than 3 years 1,347,342 -
Later than 3 years 579,668 -
2,600,681 33,193,509

Less future finance charges on finance leases (313,842) -
Present value of finance lease liabilities 2,286,839 33,193,509

The present value of financial lease liabilities is as follows:

20M 2010

Baht Baht

Within 1 year 535,723 33,193,609
Later than 1 year but not later than 3 years 1,185,979 -
Later than 3 years 565,137 -
2,286,839 33,193,509

Litigations

On 6 October 2010, TMB Bank Public Company Limited filed a lawsuit against the Company at
Southern Bangkok Civil Court and the Court ordered the Company to repay the borrowing principal and
the default interest of Baht 58,470,785 and the related legal and lawyer fees. The default interest at
the rate of 15.50% per annum calculated based on the principal of Baht 54,162,458, from the filing
date onwards until the debts are fully paid. The Company filed an appeal on 7 November 2011.

13. Borrowings (Cont’d)
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For the years ended 31 December 2011 and 2010

14.

15.

16.

On 19 October 2010, Bank of Ayudhya Public Company Limited filed a lawsuit against the Company
at Southern Bangkok Civil Court and the Court ordered the Company to repay the borrowing principal
and the default interest of Baht 125,349,515 and the related legal and lawyer fees. The default
interest at the rate of 15% per annum calculated based on the principal of Baht 119,320,443 from the
filing date onwards until the debts are fully paid. The Company appealed the case on 29 November

2011.
Subsequent event

On 9 January 2012, Bangkok Bank Public Company Limited tendered written notice to the Company
to terminate all loan agreements and requested payment on defaulted borrowing principal and interest

totalling Baht 72,944,567 within 15 days; otherwise, actions will be taken.

Bank borrowings other are secured by the rights to certain lease agreement of existing clubs (Note
10).

Trade and other payables

2011 2010

Baht Baht

Trade accounts payables 126,305,815 56,111,628
Amounts due to related parties (Note 18) 24,308,102 68,561,330
Other payable 46,567,667 24,003,682
Accrued expenses 90,012,306 90,869,868
Trade and other payables 287,193,890 239,546,508

Deferred revenue

2011 2010

Baht Baht

Opening balance 635,692,635 630,124,648
Add Increase during the year 698,811,044 611,199,927
Less Realised as income during the year (833,382,849) (605,631,940)
501,120,830 635,692,635

Current portion - to be realised as income within one year (267,735,133) (452,589,168)
Deferred revenue - non-current portion 233,385,697 183,103,467

Employee benefit obligations
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20M 2010
Baht Baht
Statement of financial position
Retirement benefit obligation 2,145,385 -
Charge as expenses for the year
Retirement benefit obligation 1,400,405 -
Actuarial gain recognised as other
comprehensive income during the year 3,834,512 -

The amounts recognised in the statement of financial position are determined as follows:

20M 2010
Baht Baht
Present value of unfunded obligation 2,145,385 -
Unrecognised past service cost - -
Liability in the statement of financial position 2,145,385 -

The movement in the defined benefit obligation over the year is as follows:

20M 2010

Baht Baht
At 1 January 4,579,492 -
Current service cost 1,265,565 -
Interest cost 134,840 -
Actuarial gains (3,834,512) -
Benefits paid - -
At 31 December 2,145,385 -

The amounts recognised in the statement of comprehensive income are as follows:

20M 2010
Baht Baht
Current service cost 1,265,565 -
Interest cost 134,840 -
Total, included in staff costs under administrative expenses 1,400,405 -

16. Employee benefit obligations (Cont’d)
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17.

18.

18.

The principal actuarial assumptions used were as follows:

201 2010

% %

Discount rate 3.65 =
Inflation rate 3.00 =
Future salary increase 3.00 -

Warrants
Warrant issued and offered to directors and employees (ESOP)

The Company issued and offered a grant of warrants to directors and employees of the Company,
which are in registered form and are non-transferable. The warrant has no offered price and their terms
do not exceed 5 years from the issued date. The exercise ratio is one unit of warrant one ordinary

share. After share capital increase, the exercise ratio is one unit of warrant to 1.343 ordinary shares.

On 13 July 2011, the remaining warrants of 5.28 million units expired without exercised (31 December

2010: 7.48 million units).

Related party transactions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are
controlled by, or are under common control with, the Company, including holding companies,
subsidiaries and fellow subsidiaries are related parties of the Company. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Company that gives them significant
influence over the enterprise, key management personnel, including directors and officers of the
Company and close members of the family of these individuals and companies associated with these

individuals also constitute related parties.

In considering each possible related party relationship, attention is directed to the substance of the

relationship, and not merely the legal form.

In May 2011, Major Cineplex Group Public Company Limited disposed its interests in California Wow
Xperience Public Company Limited, and Mr. Eric Mark Levine’s Group becoming the majority
shareholder who owns 44% of the Company’s interest (31 December 2010: Major Cineplex Group
Public Company Limited owns 19% and Mr. Eric Mark Levine’s Group owns 44% of the Company’s

shares, respectively). The remaining shares are widely held.

Transactions with the companies and parties under the two groups of the above mentioned
shareholders are considered related parties transactions. In addition, companies and parties relating to
directors and directors’ family are also considered related parties.

Related party transactions (Cont’d)
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During the year, the Company has entered into significant transactions with related companies. The
terms and basis of such transactions are negotiated between the parties in the ordinary course of

business.

The following material transactions were carried out with related parties:

a) Purchase of goods and services
201 2010
Baht Baht
Rental and area service expenses
Related companies 62,081,718 158,811,080
Utilities expenses
Related companies 12,239,770 40,537,658
Marketing expenses
Related companies 29,200 48,000
Consulting fee/(reversal)
Related company (1,190,000) (2,720,000)
Interest expense
Related companies 767,882 1,834,443
Operating cost - Spa
Related company 6,314,951 -

b) Outstanding balances arising from purchases of goods/services from related parties

201 2010
Baht Baht
Amounts due from related party
Related company 6,582,450 -
Amounts due to related parties
Related companies 6,414,865 68,561,330
Major shareholder 17,893,237 16,500,000
Deposits for leaseholds
Related companies - 24,886,264

18. Related party transactions (Cont’d)
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

c) Borrowings from related party
2011 2010
Baht Baht
At 1 January - -
Additions 26,600,000 -
Loans repaid during the year (200,000) -
At 31 December 26,400,000 -

During 2011, the Company entered into a loan agreement with a person relating to Mr. Eric
Mark Levine, the major shareholder. The loan is unsecured and carries interest at MLR+1per

annum. The repayment term is on demand.
d) Key management compensation

Key management includes directors (executive and non-executive), members of the Executive

Committee.

In 2011, the total remuneration of the directors and top managements approximated Baht 31.6
million (2010: Baht 36.6 million), including salaries and other benefits. The remuneration of

Baht 2.7 million was included in cost of rendering of services (2010: Baht 5.7 million).

19. Share capital and share premium
Authorised Issued and fully paid-up
number of Number of Ordinary Share Share
shares shares shares premium discount Total
Shares Shares Baht Baht Baht Baht
At 1 January 2010 321,952,000 300,000,671 300,000,671 280,053,927 - 580,054,598

Increase of authorised shares 402,000,899 - - - - -

Issue of shares - 250,369,096 250,369,096 = (137,703,003) 112,666,093

At 31 December 2010 723,952,899 550,369,767 550,369,767 280,053,927 (137,703,003) 692,720,691

Issue of shares - - - - _ _

At 31 December 2011 723,952,899 550,369,767 550,369,767 280,053,927 (187,703,003) 692,720,691

As at 31 December 2011, the total authorised number of ordinary shares is 723,952,899 shares (as at 31
December 2010: 723,952,899 shares) with a par value of Baht 1 per share (as at 31 December 2010: Baht

1 per share).



California WOW Xperience Public Company Limited

Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

19.

20.

21.

Share capital and share premium (Cont’d)

On 6 January 2010, the shareholders at the Extraordinary Shareholders’ Meeting passed a special
resolution to approve an increase in the Company’s authorised share capital from 321,952,000 ordinary
shares with a par value of Baht 1 per share to 723,952,899 ordinary shares with a par value of Baht
1 per share. The Company registered the increase in capital with the Ministry of Commerce on 10
February 2010.

During 2010, the Company received subscription payment for 250,369,096 share at Baht 0.45 per
share totalling Baht 112,666,093, comprising issued and fully paid-up share capital of Baht 250,369,096
and share discount of Baht 137,703,003.

Legal reserve

Under the Public Limited Companies Act., B.E. 2535, the Company is required to set aside as a legal

reserve at least 5% of its net profit after accumulated deficit brought forward

(if any) until the reserve is not less than 10% of the registered capital. The legal reserve is

non-distributable.

Other income

201 2010

Baht Baht

Sponsorship income 2,468,259 7,518,972
License fee income 11,631,059 7,821,940
Other compensation - 1,482,417
Other income 18,227,466 16,257,464
32,326,784 33,080,793
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California WOW Xperience Public Company Limited
Notes to the Financial Statements
For the years ended 31 December 2011 and 2010

22. Expense by nature

The following expenditure items, classified by nature, have been charged in arriving at operating loss:

Restated
2011 2010
Notes Baht Baht
Depreciation of leasehold improvements and
equipment 11 194,762,183 239,968,785
Loss on written-off of leasehold improvements
and equipment 1 42,913,532 29,498,823
Amortisation of intangible assets 12 1,220,222 2,741,911
Amortisation of prepaid rents 10 6,482,804 6,571,322
Loss on written-off of prepaid rents 10 3,109,337 1,857,778
Reversal impairment charge on prepaid rents 10 - (2,073,547)
Reversal impairment of leasehold improvements
and equipment 11 - (17,971,161)
Impairment charge on leasehold improvements
and equipment 1 4,970,325 95,963,792
Operating leases rental 270,371,734 270,511,074
Staff costs 397,837,582 510,273,744

23. Basic loss per share

Basic loss per share is calculated by dividing the net loss attributable to ordinary shareholders by the

weighted average number of ordinary shares in issue during the year.

Restated

2011 2010

Net loss attributable to ordinary shareholders (Baht) (246,643,640) (467,353,378)
Weighted average number of ordinary shares in issue

during the years (Shares) 550,369,767 522,246,115

Basic loss per share (Baht) (0.45) (0.89)

There is no potential dilution on earnings per share in relation to warrants because the average share

price during the year is lower than the exercise price of the warrants.
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California WOW Xperience Public Company Limited
Notes to the Financial Statements

For the years ended 31 December 2011 and 2010

24. Commitments and contingencies

241 Operating lease commitments

As at 31 December, the Company has commitment obligations in terms of long-term leased

buildings and service contracts.

The future aggregate minimum lease payments under operating leases are as follows:

Not later than 1 year
Later than 1 year but not later than 5 years

Later than 5 years

24.2 Bank guarantee

20M 2010
Baht Baht
256,185,597 299,066,119
836,001,792 995,903,873

1,682,185,445

2,057,839,653

2,774,372,834

3,352,809,645

At 31 December 2011, there is no outstanding bank guarantees (2010: Baht 3.6 million).

24.3 Litigations

These are litigations involve borrowings as described in Note 13.
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Name of the Company

Type of Business

Silom Branch

Sukhumvit 23 Branch

Pinklao Branch

Ratchayotin Branch

Siam Paragon Branch

Chaengwattana Branch

Ratchada Branch

Chiengmai Branch

Pattaya Branch

Ekamai Branch

Registration Number:
Company’s Homepage:

Telephone Number:

Facsimile Number:

General Information

California WOW Xperience Public Company Limited (‘Company’)

Providing services of exercising area and equipment including a variety of workout
trainings

191, 20th Floor, Silom Complex Building, Unit 3-5, Silom Road, Silom Sub-district,
Bangrak District, Bangkok 10500

G Floor, 2nd Floor, 3rd Floor, and 14th Floor, Unit G 01, 201, 301, and 1401, 287
Liberty Square Building, Silom Road, Silom Sub-district, Bangrak District, Bangkok
10500

B Floor, G Floor, and 2nd Floor, 2 Jusmin City Building, Soi Prasanmitr (Sukumvit
23), Sukumvit Road, Klongtoey (North) Sub-district, Wattana District, Bangkok 10110

554/1 Major Cineplex Building (Pinklao), Bharom Ratcha Chonnanee Road, Bang-
bumru Sub-district, Bangplad District, Bangkok 10700

2nd to 4th Floor, 1839 Major Cineplex Building (Ratchayothin), Phahonyotin Road,
Ladyao Sub-district, Jatujak District, Bangkok 10900

4th Floor, Unit 4-40, 991 Siam Paragon Building, Rama 1 Road, Patumwan Sub-
district, Patumwan District, Bangkok 10330

104/42 The Avenue Chaengwattana, Moo 1 Chaengwattana Road, Thungsonghong
Sub-district, Lak-Si District, Bangkok 10210

MO1, 201 and 301 Floor, 99 The Esplanade, Rachadapisek Road, Din Daeng
Sub-district, Din Daeng District, Bangkok 10400

Unit LHO1 (Lanna Hall), 2 Central Airport Plaza Chiengmai, Mahidol Road, Haiya
Sub-district, Muang District, Chiengmai 50100

1st to 3rd floor, 399/9 The Avenue Pattaya, Moo 10 Pattaya Klang Sai 2 Road,
Nongprue Sub-district, Banglamung District, Cholburi 20150

1st to 3rd floor, 1239 Major Cineplex Building (Sukhumvit), Sukhumvit Road,
Klongton (North) Sub-district, Wattana District, Bangkok 10110

0107547000893
www.californiawowx.com
0-2632-1255
0-2632-1299
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NN EICVAEETAVYE NN 723,952,899 Ordinary shares, Par value Baht 1.
Registered capital Baht 723,952,899 and
paid up capital Baht 550,369,767 (as at 31December 2011)

Share Registrar 2 Thailand Securities Depository Company Limited
62 Stock Exchange of Thailand Building
Ratchadapisek Road, Klongtoey, Bangkok 10110
Tel. 0-2229-2800

Fax. 0-2359-1259

Auditor S Mr. Kajornkiet Aroonpirodkul, C.P.A. No. 3445 and/or

Mr. Pisit Thangtanagul, C.P.A. No. 4095 and/or

Mrs. Nattaporn Phan-Udom, C.P.A. No. 3430 of

PricewaterhouseCoopers ABAS Limited Bangkok City Tower 15th floor, 179/74-80
South Sathorn Road Yannawa, Sathorn, Bangkok 10120

Tel. 0-2344-1000 0-2286-9999

Fax. 0-2286-5050

Consultant Marketing 8 Mr. Howard David Levine (Director of the Company)

Please see details re “Connected Transactions”

Shareholding in other = Nil

companies over 10%
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THE WORLD'S NO.T FITNESS GENTER

California WOW Xperience Public Company Limited

191 Silom Complex Building, 20" floor, Unit 3-5 Silom Road, Silom Bangrak Bangkok 10500
Tel. 0 2632 1255 Fax. 0 2632 1290, 0 2632 1299
www.californiawowx.com






